Date Filed: 4/16/2020
Suite 2400
865 South Figueroa Street
Los Angeles, CA 90017-2566
Hope R. Levy-Biehl
213.633.8608 tel
213.633.6899 fax
hopelevybiehl@dwt.com

April 16, 2020

VIA EMAIL, FOLLOWED BY PERSONAL DELIVERY (NEXT DAY)
Scott Chan
Deputy Attorney General
California Department of Justice
Office of the Attorney General
Charitable Trusts Section
455 Golden Gate Ave., Suite 11000
San Francisco, CA 94102
Re:

Verity Health System of California, Inc. Notice of Proposed Transfer
Of St. Francis Medical Center and Request for Consent

Dear Mr. Chan:
Pursuant to California Corporations Code Section 5914 and Title 11 of the California Code
of Regulations, Sec. 999.5, Verity Health System of California, Inc. (“VHS”) hereby provides
notice to, and requests written consent from, the California Office of the Attorney General (the
“AG”) for the proposed sale (the “Transaction”) of the assets of St. Francis Medical Center (“St.
Francis” or “Hospital”) to Prime Healthcare Services, Inc. and/or one or its newly created affiliated
entities Prime Healthcare Services – St. Francis, LLC (collectively “Prime”) pursuant to the Asset
Purchase Agreement entered into by and between Verity Health System of California, Inc., Verity
Holdings, LLC, and St. Francis Medical Center, as Sellers, and Prime Healthcare Services, Inc.
(“Prime”), as Purchaser (the “Asset Purchase Agreement” or “APA”).1 The sale to Prime
described in the enclosed notice (the “Notice”) is critical in order to preserve and enhance the
essential health care services St. Francis Medical Center provides.
As outlined in greater detail in the Notice, and with limited exceptions, Prime has agreed
to honor the conditions issued by the Attorney General’s office in September of 2019 as part of its
VHS and St. Francis hereby reserve the right to challenge any conditions imposed by the AG upon completion of
its review of this submission. Pursuant to the Bankruptcy Court’s Sale Order enclosed herein as Exhibit 2 to the
Applicant’s response to Section 999.5(d)(1)(B), neither VHS nor the Applicant are, through this request, waiving the
right or ability to later assert that the Hospital may be sold free and clear of conditions imposed by the Attorney
General under § 363(f) of the Bankruptcy Code.
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review of the sale of St. Francis Medical Center, St. Vincent Medical Center and Seton Medical
Center to Strategic Global Management, Inc. (“SGM”). VHS hereby requests that the AG approve
the Transaction and issue conditions consistent with those Prime has agreed to accept in the APA
and schedules attached thereto. This is critical because St. Francis Medical Center, as a chapter
11 debtor, cannot endure another failed sale as it did last year, especially as it has started
implementing its emergency response plan and expanded its bed capacity and capabilities in its
effort to address the COVID-19 pandemic.
We would also like to renew our prior request for a streamlined, expedited review of this
Notice. Not only does VHS respectfully submit that the chapter 11 cases and the cash losses
warrant an expedited review, we have analyzed the legal requirements and believe that a 45-day
review period is reasonable and can be accomplished under the circumstances, and is appropriate
here, in part, because of the Attorney General’s authority under the applicable statute to waive its
review completely. The Attorney General already has extensive knowledge about the sellers, the
Hospital, the communities it serves as well as the services it provides, as it has spent (directly and
through its consultant) thousands of hours reviewing this Hospital (along with St. Vincent Medical
Center and Seton Medical Center) last summer in the context of the prior failed sale to SGM. The
St. Francis Medical Center operations have not changed materially since the review last year (other
than in recent weeks to ramp-up COVID-19 related services and responses) nor have the needs in
the communities the Hospital serves. We are committed to prioritizing working with and
responding to requests from the AG’s office and understand Prime is as well.
To support this request, we would respectfully request that immediately upon receipt of this
Notice, that the AG’s office begin its review. We understand you intend to engage JD Healthcare
to update its prior report and related work from last year. The recent work by JD Healthcare was
significant and involved, including hundreds and hundreds of hours and several hundred thousand
dollars of fees paid by the Applicant. We are hopeful that since much of this work was just
completed last year that the report can be updated and refreshed in a streamlined, efficient manner.
Under the circumstances with the current pandemic, we would also anticipate that the review would
be done remotely. We understand that notwithstanding the current pandemic that you believe a
public hearing is necessary and important for this Transaction. We respectfully request that you
begin working through the logistics of such a meeting now so that it can be scheduled immediately
upon completion and dissemination of the expert’s impact evaluation report. We are hopeful that
on this timeline, the AG’s office will be in a position to complete its review and issue proposed
conditions shortly after the public meeting. The Applicant is committed to meeting with the
Attorney General’s office virtually as needed throughout this process, to help facilitate the issuance
of final conditions within this 45-day timeline.
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The closing of the Transaction will occur as soon as reasonably possible upon satisfaction
of each party’s respective closing conditions, which include the issuance of conditions by the
Attorney General’s office acceptable to Prime in accordance with the APA. As such, the AG’s
prompt review of this Notice is critical to ensure a timely closing on the Transaction, which is
necessary to support the Hospital, the services it provides and the communities it serves.
*

*

*

*

Thank you in advance for your assistance in this process. Please contact me at
213.633.8608 or hopelevybiehl@dwt.com if you have any questions or would like any additional
documentation or information as the AG conducts its review.
Sincerely,

Hope R. Levy-Biehl

Enclosures
cc:

Rich Adcock, CEO (via email, w/o enclosures)
Verity Health Systems of California, Inc.
A. Joel Richlin, Esq. (via email, w/o enclosures)
Vice President and Chief Counsel
Prime Healthcare Services, Inc.
Tania M. Ibanez, Esq. (via email, w/o enclosures)
Senior Assistant Attorney General
Phil Dalton (via email, with enclosures to follow by messenger)
JD Healthcare
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Notice of Proposed Transaction and Request for Consent by:

VERITY HEALTH SYSTEM OF CALIFORNIA, INC.,
VERITY HOLDINGS, LLC, AND ST. FRANCIS
MEDICAL CENTER
in Connection with its Asset Purchase Agreement
with
PRIME HEALTHCARE SERVICES, INC.

Prepared for the Office of the Attorney General
California Department of Justice
Charitable Trusts Division
April 16, 2020

#1

Cal. Corp. Code § 5914(b)1

List of primary languages spoken at the facilities subject to the transaction and the
threshold languages for Medi-Cal beneficiaries for the county in which such facilities are
located
Facility
Saint Francis Medical Center

Primary Languages Spoken
at Facility
English
Most requested for translation:
Spanish

Threshold Languages for
Medi-Cal Beneficiaries
Los Angeles County
Spanish
Armenian
Chinese (Mandarin/Cantonese)
Korean
Vietnamese
Farsi
Tagalog
Russian
Cambodian
Other Chinese
Arabic

Any matters discussed or addressed in one section of this notice should be considered a discussion or response in
all other applicable sections of this notice.
1

Title 11, California Code of Regulations, § 999.5(d)(1)

DESCRIPTION OF THE TRANSACTION

#2

Title 11, California Code of Regulations, § 999.5(d)(1)(A)
A full description of the proposed agreement and transaction

St. Francis Medical Center (sometimes referred to herein as “St. Francis” or the “Applicant”) is
submitting this application pursuant to California Corporations Code Section 5914 et seq. and
California Code of Regulations, Title 11, Chapter 15, section 999.5. This application is not a
waiver or admission by VHS (defined below) or the Applicant.
Please take note of the Bankruptcy Court’s Sale Order attached to Section 999.5(d)(1)(B) as
Exhibit 2 [Docket No. 4511], which states:
The California Attorney General, the Debtors, the Consultation Parties (as defined
in the Bid Procedures Order) and Prime, reserve all rights, arguments and
defenses concerning the California Attorney General’s authority, if any, to review
the sale under California Corporations Code §§ 5914-5924 and California Code of
Regulations on Nonprofit Hospital Transactions – Title 11, Chapter 15, section
999.5 and any conditions issued thereto.
I.

General Background

A.

Hospitals’ Bankruptcy Filing

Verity Health System of California, Inc., a California nonprofit public benefit corporation
(“VHS”), is the sole corporate member of the following California nonprofit public benefit
corporations that operate three acute care hospitals, St. Francis Medical Center (the Applicant),
St. Vincent Medical Center, and Seton Medical Center (including the Seton Medical Center
Coastside campus) (individually a “Hospital” and collectively, the “Hospitals”). Seton Medical
Center and Seton Medical Center Coastside operate under one consolidated acute care license.
St. Vincent Medical Center is the sole corporate member of the St. Vincent Dialysis Center
(“SVDC”), located on the St. Vincent Medical Center’s campus. Please see the attached
Declaration of Richard G. Adcock In Support Of Emergency First-Day Motions [Docket Nos. 8
and 12] (the “First-Day Declaration”) for more detail regarding VHS, which is attached to this
Section 999.5(d)(1)(A) as Exhibit 1.
VHS is also the sole corporate member of O’Connor Hospital and St. Louise Medical Center.
Substantially all of their assets were sold to Santa Clara County on February 28, 2019 (the “Sold
Hospitals”).
On August 31, 2018, VHS and the Hospitals (along with other VHS-affiliated entities) each filed
voluntary petitions for relief under Chapter 11 of the United States Bankruptcy Code (the
“Bankruptcy Code”). The cases (collectively, the “Bankruptcy Cases”) are jointly administered
under Case No. 18-20151 before the Honorable Ernest M. Robles, in the United States
Bankruptcy Court for the Central District of California (the “Bankruptcy Court”). All documents
related to the Bankruptcy Cases can be viewed and downloaded at kccllc.net/verityhealth.

B.

Historical Challenges2

The Hospitals were originally sponsored by the Daughters of Charity of St. Vincent de Paul,
Province of the West (the “Daughters of Charity”), to support the mission of the Catholic Church
through a commitment to the sick and poor. The Daughters of Charity began their healthcare
mission in California in 1858 with the opening of Los Angeles Infirmary, now known as St.
Vincent Medical Center. The Daughters of Charity expanded its hospitals to San Jose in 1889
and San Francisco in 1893. The Daughters of Charity ministered to ill, poverty-stricken
individuals for more than 150 years.
In March 1995, the Daughters of Charity merged their hospitals with Catholic Healthcare West
(“CHW”). In June 2001, the Daughters of Charity Health System (“DCHS”) was formed. In
October 2001, the Daughters of Charity withdrew from CHW. In 2002, DCHS commenced
operations and was the sole corporate member of the Hospitals, which at that time were
California nonprofit religious corporations.
Between 1995 and 2015, the Daughters of Charity and DCHS struggled to find a solution to
continuing operating losses, either through a sale of some or all of the hospitals or a merger with
a more financially sound partner. All these efforts failed. During these efforts, however, the
health system’s losses continued to mount. In 2005, DCHS issued $364 million in bonds to
refinance existing debt and to fund future capital expenditures. Three years later, in 2008, they
issued another $143 million in bonds to refinance existing debt.
Between 2012 and 2014, DCHS participated in an affiliation with Ascension Health Alliance
(“Ascension”) in an effort to create greater operating efficiencies. At the time, Ascension was the
largest Catholic health system in the world and the largest non-profit health system in the United
States with facilities in 23 states and the District of Columbia. The affiliation between DCHS and
Ascension failed.
Despite continuous efforts to improve operations, operating losses continued to plague the health
system due to, among other things, mounting labor costs, low reimbursement rates, and the everchanging healthcare landscape. In 2013, DCHS actively solicited offers for O’Connor Hospital,
St. Louise Regional Hospital, Seton Medical Center, and Seton Medical Center Coastside. In
2013, to avoid failing debt covenants, the Daughters of Charity Foundation, an organization
separate and distinct from DCHS, donated $130 million to DCHS to allow it to retire the 2008
Bonds in the total amount of $143.7 million.
In early 2014, DCHS announced that they were beginning a process to evaluate strategic
alternatives for the health system. Throughout 2014, DCHS explored offers to sell their health
system and, in October of 2014, they entered into an agreement with Prime Healthcare Services
and Prime Healthcare Foundation (collectively, the “Original Prime Purchasers”) to sell the
health system. However, to keep the hospitals open, DCHS needed to borrow another $125
million to mitigate immediate cash needs during the sale process; in other words, to allow DCHS
to continue to operate until the sale could be consummated. Notably, DCHS’ goal in the
transaction was to maintain the status quo; their guiding principles for the sale included
Some of the financial data in Sections B and D relates to VHS’ six hospitals as it was, in some cases, overly
burdensome or impossible to separate the data by hospital.
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protecting existing pensions, repaying all their bond debt, continuation of all collective
bargaining agreements, maintenance of existing contracts for patient services, and obtaining
promises for substantial capital expenditures. In early 2015, the California Attorney General
consented to the sale to the Original Prime Purchasers, but subjected the sale of each hospital to
numerous conditions that the Original Prime Purchasers determined were so onerous that they
terminated the transaction after trying unsuccessfully to mutually agree upon modified
conditions with the California Attorney General.
In 2015, DCHS again marketed their health system for sale, and, again, focused on offers that
maintained the health system as a whole, and assumed all the obligations. In July 2015, the
DCHS Board of Directors selected BlueMountain Capital Management LLC (“BlueMountain”),
a private investment firm, to recapitalize its operations and transition leadership of the health
system to the new Verity Health System (the “BlueMountain Transaction”).
In connection with the BlueMountain Transaction, BlueMountain agreed to make a capital
infusion of $100 million to the hospital system, arrange loans for another $160 million to the
health system, and manage operations of the health system, with an option to buy the health
system at a future time. In addition, the parties entered into a System Restructuring and Support
Agreement (the “Restructuring Agreement”), DCHS’s name was changed to Verity Health
System, and Integrity Healthcare, LLC (“Integrity”) was formed to carry out the management
services under a new management agreement.
DCHS requested the California Attorney General’s consent to enter into the Restructuring
Agreement and the BlueMountain Transaction. According to the report prepared by MDS
Consulting, a consulting firm retained to prepare healthcare impact reports for the AG, DCHS
outlined the following reasons why the BlueMountain Transaction was either necessary or
desirable:
•

The current structure and sponsorship of DCHS was no longer possible as a result of
cash flow projections and dire financial conditions.

•

In July and August of 2014, DCHS obtained a short-term financing bridge loan in the
amount of $125 million to mitigate the immediate cash needs for an estimated period
of time long enough to allow for the transaction to close. Repayment of the funds was
due on December 15, 2015, at which time if the full amount was not repaid, DCHS
would be at risk of defaulting on both their 2014 and 2005 Revenue Bonds.

•

Without bankruptcy protection or additional financial support, DCHS could not
continue hospital operations if there was a default.

On December 3, 2015, the California Attorney General approved the BlueMoutain Transaction,
subject to conditions. The Attorney General conditions were imposed for periods ranging from 5
to 15 years. Generally, the terms of conditions (collectively, the “2015 Conditions”) included: (1)
limits on transfers of control; (2) maintenance of specific health services and specific bed counts;
(3) required participation in Medicare and Medi-Cal programs, including required contracts with
LA Care and San Mateo Health Plan; (4) required funding levels of community benefit
programs; (5) required monetary levels of charity care; (6) maintenance of certain county payor

contracts; (7) requirements for local governing boards; (8) requirements for medical staff
compliance; and (9) an annual attestation of compliance with the Attorney General conditions.
Under the Restructuring Agreement, VHS, O’Connor Hospital, St. Louise Regional Hospital, St.
Francis Medical Center, St. Vincent Medical Center, Seton Medical Center, and Seton Medical
Center Coastside were converted from religious corporations to public benefit corporations.
Despite BlueMountain’s infusion of cash and retention of various consultants and experts to
assist in improving cash flow and operations, the health system continued to operate with
significant financial losses.
In July 2017, NantWorks, LLC acquired a controlling stake in Integrity. NantWorks brought in a
new CEO, CFO, and COO. NantWorks loaned another $148 million to VHS in just one year.
Despite the infusion of capital and new management, it became apparent that the problems
facing VHS were too large to solve without a formal court supervised restructuring. Thus,
despite VHS’ great efforts to revitalize its hospitals and improvements in performance and cash
flow, the legacy burden of more than a billion dollars of bond debt and unfunded pension
liabilities, an inability to renegotiate collective bargaining agreements or payor contracts, the
continuing need for significant capital expenditures for seismic obligations and aging
infrastructure, and the general headwinds facing the hospital industry, made success impossible.
Losses continue to amount to approximately $175 million annually on a cash flow basis.
Based on the foregoing, and while VHS has made improvements to the existing system, VHS
commenced the Bankruptcy Cases to protect the original legacy of the Daughters of Charity to
the maximum extent possible by retiring debt incurred over the past 18 years and freeing the
hospital facilities and work force to continue to operate as hospitals under new ownership and
leadership without the accumulated financial burdens of the past.
C.

Failed Initial Sale Process with Strategic Global Management

Prior to filing the Bankruptcy Cases, VHS engaged in substantial efforts to market and sell the
Hospitals, including the Applicant. In June 2018, VHS engaged Cain Brothers, a division of
KeyBanc Capital Markets (“Cain”), to identify potential buyers for some or all of the Hospitals
and related assets, and commenced discussions with potential buyers. Cain prepared a
Confidential Investment Memorandum (the “2018 CIM”) and organized an online data site to
share information with potential buyers, and contacted over 110 strategic and financial buyers
beginning in July 2018 to solicit their interest in exploring a transaction regarding the Hospitals.
By August 2018, as a result of its ongoing and broad marketing process, Cain had received 11
Indications of Interest (“IOI”) for some or all of the Hospitals’ assets and, post-filing of the
Bankruptcy Cases, Cain continued to develop potential sales leads.
On January 17, 2019, VHS filed a motion [Docket No. 1279] to approve the form of an asset
purchase agreement and related “stalking horse” bidding procedures for the sale of the Hospitals,
including Applicant, to Strategic Global Management (“SGM”), which the Bankruptcy Court
approved on February 19, 2019 [Docket No. 1572]. No other qualified, competing bid was
received by VHS in compliance with the approved bidding procedures; accordingly, no auction

approximately $210,000,000 in pension plan and retirement plan contributions, all of which was
funded from borrowing.
Medical Equipment.
VHS requires over $100 million in medical equipment expenditures over a period of several
years.
E.

Attorney General Requirements

As set forth above, as part of approving the Restructuring Agreement, the Attorney General
placed certain operational restrictions on VHS and each of the Hospitals, which include certain
minimum annual funding requirements for charity care, community benefits, and capital
expenditures and other mandates. Taken separately, most of these conditions would not have
contributed to VHS’ financial failure. However, the cumulative effect of the conditions was to
lock VHS into a failing business model, mandating contracting with low-paying health plans,
dictating minute details of business operations, and denying VHS the ability to repurpose
facilities to meet changing community healthcare needs.
The Attorney General’s conditions also compelled the expenditure of millions of dollars to
provide charity care even though the number of uninsured people in California has steadily
decreased since implementation of the Affordable Care Act.
The Attorney General’s conditions required VHS to make up for years of under-funding of
pension obligations, a condition which VHS could only satisfy through additional borrowings.
The Attorney General’s conditions also required VHS to commit and spend $40 million per year
for capital expenditures for the first 3 years following the close of the BlueMountain
Transaction, with a requirement for it to commit and spend an additional $30 million per year for
two additional years. Notwithstanding its financial challenges, in just three years from December
2015 through December 2018, VHS committed and spent a total of $185 million in capital
expenditures for its facilities, over $65 million more than the required capital commitment for
that period.
The Attorney General’s conditions denied the Applicant the benefits of the marketplace. The
conditions required VHS to enter into contracts with certain entities and payors. Because those
entities were well aware of the Attorney General’s requirement that VHS contract with them or
be in default, VHS had no bargaining power with those entities or payors. For example, L.A.
Care Health Plan’s systematic refusal to pay claims timely and in compliance with regulations
has necessitated legal action to collect over $20 million owed to VHS. See, St. Vincent Medical
Center v. Local Initiative Health Authority for Los Angeles County dba L.A. Care Health Plan,
Case No. 19-01002, available at http://www.kccllc.net/verityhealth/document/list/4812.
For additional detail and background, please see the First-Day Declaration, attached to this
Section 999.5(d)(1)(A) as Exhibit 1.

II.

Information about Prime and the Proposed Agreement and Transaction

A.

Background Information about Prime Healthcare Services, Inc.

Prime Healthcare Services, Inc., a Delaware corporation, is an award-winning healthcare system
based in Ontario, California. Prime has been in operation since 2001 and, by and through its
subsidiaries, operates the following 30 acute care hospitals with approximately 6,400 beds
throughout California, Florida, Indiana, Kansas, Michigan, Nevada, New Jersey, Pennsylvania,
Rhode Island, and Texas:
1. Alvarado Hospital in San Diego, California (306 beds)
2. Centinela Hospital Medical Center in Inglewood, California (362 beds)
3. Chino Valley Medical Center in Chino, California (126 beds)
4. Dallas Medical Center in Dallas, Texas (155 beds)
5. Dallas Regional Medical Center in Mesquite, Texas (202 beds)
6. Desert Valley Hospital in Victorville, California (148 beds)
7. Garden City Hospital in Garden City, Michigan (309 beds)
8. Garden Grove Hospital Medical Center in Garden Grove, California (167 beds)
9. Harlingen Medical Center in Harlingen, Texas (112 beds)
10. Lake Huron Medical Center in Huron Michigan (144 beds)
11. Lehigh Regional Medical Center in Lehigh Acres, Florida (88 beds)
12. Lower Bucks Hospital in Bristol, Pennsylvania (175 beds)
13. Monroe Hospital in Bloomington, Indiana (32 beds)
14. North Vista Hospital in Las Vegas, Nevada (177 beds)
15. Paradise Valley Hospital in National City, California (291 beds)
16. Providence Medical Center in Kansas City, Kansas (400 beds)
17. Riverview Regional Medical Center in Gadsden, Alabama (281 beds)
18. Roxborough Memorial Hospital in Philadelphia, Pennsylvania (141 beds)
19. Saint Clare’s Hospital-Boonton in Boonton, New Jersey (88 beds)
20. Saint Clare’s Hospital-Denville in Denville, New Jersey (327 beds)
21. Saint Clare’s Hospital-Dover in Dover, New Jersey (243 beds)
22. Saint Mary’s Hospital in Passaic, New Jersey (269 beds)
23. Saint Mary’s Regional Medical Center in Reno, Nevada (380 beds)
24. Saint Michael’s Medical Center in Newark, New Jersey (357 beds)
25. Saint John Hospital in Leavenworth, Kansas (76 beds)
26. San Dimas Community Hospital in San Dimas, California (101 beds)
27. Shasta Regional Medical Center in Redding, California (226 beds)
28. St. Joseph Medical Center in Kansas City, Kansas (310 beds)
29. St. Mary’s Medical Center in Blue Springs, Missouri (146 beds)
30. West Anaheim Medical Center in Anaheim, California (219 beds)
One of Prime’s many strengths is the clinical quality provided at Prime healthcare facilities.
Thomson Reuters/Truven Health Analytics (now IBM Watson Health), the world’s leading
source of intelligent information, ranked Prime as one of the Top 10 Health Systems in the
United States in 2009 and as one of the Top 15 Health Systems in the United States in 2012 &
2013. These accomplishments are especially remarkable when one considers that many of
Prime’s hospitals were acquired in severe financial distress or in bankruptcy.
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Proposed Attorneys for the Chapter 11 Debtors and
Debtors In Possession
UNITED STATES BANKRUPTCY COURT

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com
JOHN A. MOE, II (Bar No. 066893)
john.moe@dentons.com
TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com
DENTONS US LLP
601 South Figueroa Street, Suite 2500
Los Angeles, California 90017-5704
Tel: (213) 623-9300 / Fax: (213) 623-9924
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CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION
In re

Lead Case No. 2:18-bk-20151-ER

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC., et al.,

(Proposed To Be) jointly administered with:
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________

Debtors and Debtors In Possession.
 Affects All Debtors
 Affects Verity Health System of
California, Inc.
 Affects O’Connor
 Affects Saint Louise Regional Hospital
 Affects St. Francis Medical Center
 Affects St. Vincent Medical Center
 Affects Seton Medical Center
 Affects O’Connor Hospital Foundation
 Affects Saint Louise Regional Hospital
Foundation
 Affects St. Francis Medical Center of
Lynwood Foundation
 Affects St. Vincent Foundation
 Affects St. Vincent Dialysis Center, Inc.
 Affects Seton Medical Center Foundation
 Affects Verity Business Services
 Affects Verity Medical Foundation
 Affects Verity Holdings, LLC
 Affects De Paul Ventures, LLC
 Affects De Paul Ventures - San Jose
Dialysis, LLC

Chapter 11 Cases
DECLARATION OF RICHARD G. ADCOCK IN
SUPPORT OF EMERGENCY FIRST-DAY
MOTIONS

Debtors and Debtors In Possession.

28
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1

I, Richard G. Adcock, hereby state and declare as follows:

2

1.

Desc

I am the Chief Executive Officer of Verity Health System of California, Inc.

3

(“VHS”). I became the Debtors’ Chief Executive Officer effective January 2018. Prior thereto, I

4

served as VHS’s Chief Operating Officer since August 2017.

5
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2.

I have extensive senior-level experience in the not-for-profit healthcare arena,

6

especially in the areas of healthcare delivery, hospital acute care services, health plan

7

management, product management, acquisitions, integrations, population health management,

8

budgeting, disease management and medical devices. I have meaningful experience in both the

9

technology and healthcare industries in the areas of product development, business development,

10

mergers and acquisitions, marketing, financing, strategic and tactical planning, human resources,

11

and engineering.

12

3.

Prior to VHS, from 2014 until 2017, I served as Executive Vice President and

13

Chief Innovation Officer of Sanford Health, a large integrated health system headquartered in the

14

Dakotas and is dedicated to health and healing. In this role, I was responsible for leading Sanford

15

Health’s growth and innovation, in addition to direct operational oversight of the following

16

related entities: Sanford Research, Sanford Health Plan, Sanford Foundation (a philanthropic

17

fundraising foundation), Sanford Frontiers (a commercial and real estate company), Profile by

18

Sanford (a scientific weight loss program), and Sanford World Clinic (which operates clinics in

19

multiple countries).

20

4.

From 2012 to 2017, I served as the President of Sanford Frontiers and was

21

responsible for starting a new entity within Sanford Health focused on innovative ventures. From

22

2008 to 2012, I served as Executive Vice President of Sanford Clinic. I was responsible both for

23

(i) working directly with the President of the Clinic to the lead team of Vice Presidents in all

24

aspects of management, and (ii) Sanford World Clinics operations, including the design, opening

25

and operation of several global clinics. From 2006 to 2008, I served as the Vice President of

26

Sanford Clinic and was responsible for leading strategic, operational and financial aspects within

27

Sanford Clinic. From 2004 to 2006, I served as Director of Clinical Operations at Sanford

28
-2108503415\V-3
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Desc

1

Children’s Specialty Clinic and was responsible for leading the Pediatric Subspecialty Physician

2

program and the clinical practice through all facets of the operation.

3

5.

Prior to Sanford Health, I served as the Director of Engineering and Six Sigma

4

Master Black Belt at GE Medical Systems, and before that I was the Vice President of Research

5

and Development and the Co-Owner/Founder of Micro Medical Systems. I have a bachelor of

6

science in business administration and a masters of business administration in healthcare

7

management.

8
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6.

On the date hereof (the “Petition Date”), VHS and certain of its subsidiaries

9

(collectively, the “Debtors” or “Verity”) filed voluntary petitions for relief under Chapter 11 of

10

Title 11 of the United States Code (the “Bankruptcy Code”) in the United States Bankruptcy

11

Court for the Central District of California, Los Angeles Division (the “Bankruptcy Court”). I am

12

knowledgeable and familiar with the Debtors’ day-to-day operations, business and financial

13

affairs, and the circumstances leading to the commencement of these chapter 11 cases (the

14

“Chapter 11 Cases”).

15

7.

Except as otherwise indicated herein, this Declaration is based upon my personal

16

knowledge, my review of relevant documents, information provided to me by employees of the

17

Debtors and Integrity Healthcare, LLC (“Integrity”) or the Debtors’ legal and financial advisors,

18

or my opinion based upon my experience, knowledge, and information concerning the Debtors’

19

operations and the healthcare industry. If called upon to testify, I would testify competently to the

20

facts set forth in this Declaration.

21

8.

I make this declaration for the purpose of apprising the Court and parties in

22

interest of the circumstances that compelled the commencement of these Chapter 11 Cases and in

23

support of the First-Day Motions (as defined below).

24

9.

To enable the Debtors to minimize the adverse effects of the commencement of

25

these Chapter 11 Cases on their business, the Debtors have requested various types of relief in a

26

number of applications and motions (each a “First Day Motion,” and, collectively, the “First Day

27

Motions”). The First-Day Motions seek relief intended to maintain the Debtors’ business

28

operations; to preserve value for the Debtors, its stakeholders, and parties in interest; and, most
-3108503415\V-3

Case 2:18-bk-20151-ER

Desc

1

importantly, to protect the health and wellbeing of the patients who are being treated at the

2

Hospitals (defined below) operated by the Debtors and the employees of the Debtors. Each First

3

Day Motion is crucial to the Debtors’ reorganization efforts and to the health and wellbeing of the

4

patients. Any capitalized term not expressly defined herein shall have the meaning ascribed to

5

that term in the relevant First-Day Motion.

6
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10.

Section I provides an overview of the Debtors and these Chapter 11 Cases.

7

Section II describes the Debtors’ businesses. Section III describes the circumstances that

8

compelled the commencement of the Chapter 11 Cases. Section IV describes the Debtors’

9

corporate and capital structure. Section V describes the Debtors’ sales efforts. Section VI

10

provides a summary of the First-Day Pleadings and factual bases for the relief requested therein.
I.

11
11.

12

OVERVIEW1

Debtor VHS, a California nonprofit public benefit corporation, is the sole

13

corporate member of the following five Debtor California nonprofit public benefit corporations

14

that operate six acute care hospitals, O’Connor Hospital, Saint Louise Regional Hospital, St.

15

Francis Medical Center, St. Vincent Medical Center, Seton Medical Center, and Seton Medical

16

Center Coastside (collectively, the “Hospitals”) and other facilities in the state of California.

17

Seton Medical Center and Seton Medical Center Coastside operate under one consolidated acute

18

care license.
12.

19

VHS, the Hospitals, and their

affiliated entities (collectively, “Verity Health

20

System”) operate as a nonprofit health care system in the state of California, with approximately

21

1,680 inpatient beds, six active emergency rooms, a trauma center, and a host of medical

22

specialties, including tertiary and quaternary care. The scope of the services provided by the

23

Verity Health System (defined below) is exemplified by the fact that in 2017, the Hospitals

24

provided medical services to over 50,000 inpatients and approximately 480,000 outpatients.

25

13.

26
27
28

The VHS affiliated entities, including the Debtors, are as follows:

O’Connor Hospital

Saint Louise Regional Hospital

1

Capitalized terms used but not defined in this overview section shall have the meanings assigned
to them below.
-4108503415\V-3
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St. Francis Medical Center
St. Vincent Medical Center
Seton Medical Center, including
Seton Medical Center Coastside campus
Verity Business Services
Marillac Insurance Company, Ltd.
O’Connor Hospital Foundation
Saint Louise Regional Hospital Foundation
St. Francis Medical Center of Lynwood Foundation
St. Vincent Medical Center Foundation
Seton Medical Center Foundation
St. Vincent de Paul Ethics Corporation
St. Vincent Dialysis Center
De Paul Ventures, LLC
De Paul Ventures San Jose Dialysis, LLC
De Paul Ventures San Jose ASC, LLC
Verity Medical Foundation
Verity Holdings, LLC

Verity Medical Foundation (“VMF”), incorporated in 2011, is a medical

foundation, exempt from licensure under California Health & Safety Code § 1206(l). VMF
contracts with physicians and other healthcare professionals to provide high quality,
compassionate, patient-centered care to individuals and families throughout California. With
more than 100 primary care and specialty physicians, VMF offers medical, surgical and related
healthcare services for people of all ages at community-based, multi-specialty clinics
conveniently located in areas served by the Debtor Hospitals. VMF holds long-term professional
services agreements with the following medical groups: (a) Verity Medical Group; (b) All Care
Medical Group, Inc.; (c) CFL Children's Medical Associates, Inc.; (d) Hunt Spine Institute, Inc.;
(e) San Jose Medical Clinic, Inc., D/B/A San Jose Medical Group; and (f) Sports, Orthopedic And
Rehabilitation Associates.
15.

Verity Holdings LLC (“Holdings”), a direct subsidiary of its sole member VHS,

was created in 2016 to hold and finance Verity’s interests in six medical office buildings whose
tenants are primarily physicians, medical groups, healthcare providers, and certain of the VHS
Hospitals. Holdings’ real estate portfolio includes over 30 properties, as more fully described
below.
16.

Saint Louise Regional Hospital Foundation, St. Francis Medical Center

Foundation, St. Vincent Medical Center Foundation, Seton Medical Center Foundation, and
-5108503415\V-3
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O’Connor Medical Center Foundation handle fundraising and grant-making programs for each of

2

their respective Debtor Hospitals.

3
4
5
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17.

As of August 30, 2018, the Debtors’ facilities had approximately 850 patients, and

are currently at approximately 50% occupancy.
18.

As of August 31, 2018, the Debtors have approximately 7,385 employees, of

6

whom 4,733 are full-time employees. Approximately 74% of these employees are represented by

7

collective bargaining units. Specifically, 72% of the Debtors’ Employees – approximately 5,331

8

Employees in total – are represented through California Nurses Associations (“CNA”), Service

9

Employees International Union (“SEIU”), National Union Healthcare Workers (“NUHW”) and

10
11

United Nurses Association of California/Union of Health Care Professionals (“UNAC”).
19.

As part of the mission of Verity Health System to serve the community, VHS

12

provides care to patients even though they may lack adequate insurance or may participate in

13

programs that do not pay full charges.

14

20.

All of the Debtors’ Hospitals are licensed as general acute care hospitals by the

15

California Department of Public Health, certified to participate in the Medicare and Medicaid

16

programs, and managed by VHS.

17

21.

Each of the Debtors are exempt from federal income taxation as an organization

18

described in Section 501(c)(3) of the Internal Revenue Code of 1986, except for Verity Holdings,

19

LCC, DePaul Ventures, LLC, and DePaul Ventures - San Jose Dialysis, LLC.

20

22.

St. Francis Medical Center owns real property commonly known as: (i) 3630 E.

21

Imperial Highway Lynwood, CA 90262, including the patient tower and all of the facilities

22

thereon; (ii) 2700 E. Slauson Ave, Huntington Park, CA 90255, and the Huntington Park Medical

23

Office Building thereon; and (iii) 5953 S. Atlantic Blvd. 5, Maywood, CA 90270, and Maywood

24

Medical Office Building thereon.

25

23.

St. Vincent Medical Center owns real property commonly known as: (i) 2131 W

26

3rd Street, Los Angeles, CA 90057, including the hospital and all of the facilities located thereon;

27

and (ii) vacant land in Salton Sea, California.

28
-6108503415\V-3
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Saint Vincent Medical Foundation owns: (i) a fractional timeshare of a

2

condominium commonly known as 2600 Avenida Del Presidente, San Clemente, CA 92672; and

3

(ii) Lot 10 of Block 572 of Rio Grande Estates, Unit 25, Valencia, NM.

4

25.

O’Connor Hospital owns real property commonly known as: (i) 455 O’Connor Dr.

5

San Jose, CA 95128, and partial interest in the medical office building thereon; (ii) 2105 Forest

6

Ave, San Jose, CA 95128 and the acute hospital, medical office building, and all of the facilities

7

located thereon.

8
9
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10

26.

Saint Louise Regional Hospital owns real property commonly known as: (i) 9400

No Name Uno, Gilroy, CA 95020, and the hospital and helipad thereon; and (ii) 705 Las Animas
Road, Gilroy, CA 95020.

11

27.

Seton Medical Center owns (i) real property commonly known as 1900 Sullivan

12

Avenue, Daly City, CA 94015, and the Hospital and the facilities thereon (the “Daly Property”),

13

and (ii) an employee parking lot on the Daly Property.
II.

14
15
16
17
18

A.

The Debtors’ Businesses

The Debtors’ Current Business Operations.
28.

A description of VHS, each Hospital and its respective subsidiaries and affiliates is

described below, all of which are jointly-administered Debtors in these cases.
29.

Verity Health Systems. As set forth above, VHS is a nonprofit regional

19

healthcare system headquartered in El Segundo, California. VHS was originally established by

20

the Daughters of Charity of St. Vincent de Paul, Province of the West, to support the mission of

21

the Catholic Church through a commitment to the sick and poor. VHS operates six hospitals in

22

California.

23

30.

Verity Business Services. VHS operates Verity Business Services (“VBS”), a

24

nonprofit public benefit corporation. VBS provides support services to Verity and its affiliated

25

hospitals including accounting, finance, patient financial services, supply chain management, and

26

purchasing services for the entire health system.

27
28

31.

Verity Medical Foundation. As set forth above, VMF operates clinics and

contracts with physicians to provide high quality, compassionate, patient-centered care to
-7108503415\V-3
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individuals and families throughout California. With more than 100 primary care and specialty

2

physicians, VMF offers medical, surgical and related healthcare services for people of all ages at

3

community-based, multi-specialty clinics conveniently located in areas served by the Hospitals.

4
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32.

O’Connor Hospital. O’Connor Hospital is a nonprofit public benefit corporation

5

that operates a 358 licensed-bed, general acute care hospital that serves residents from the greater

6

San Jose area. The hospital has an emergency department with 23 emergency treatment stations.

7

It also has 11 surgical operating rooms and two cardiac catheterization labs. The hospital offers a

8

comprehensive range of healthcare services, including emergency, cardiac, orthopedic, cancer,

9

obstetrics, and sub-acute care services. The hospital is accredited by The Joint Commission.

10

33.

O’Connor Foundation. O’Connor Foundation was incorporated in 1983 and is

11

governed by a Board of Trustees. Charitable donations and endowments help fund the acquisition

12

of new equipment, the expansion of O’Connor Hospitals’ facilities, healthcare services, and

13

community outreach programs. O’Connor Hospital is the sole corporate member of O’Connor

14

Foundation. As of May 31, 2018, O’Connor Hospital Foundation had a balance of $1,123,644.15

15

in temporarily restricted assets and a balance of approximately $334,802.20 in permanently

16

restricted assets for the purpose of funding the cardiac catheterization lab capital, wound care

17

services, surgical services, and various other programs.

18

34.

St. Vincent Medical Center. St. Vincent Medical Center was founded as the first

19

hospital in Los Angeles in 1856. In 1971, a new facility was constructed at the Hospital’s current

20

location at 2131 West Third Street, Los Angeles, CA 90057. The hospital has expanded to a 366

21

licensed bed, regional acute care, tertiary referral facility, specializing in cardiac care, cancer

22

care, total joint and spine care, and multi-organ transplant services. The Hospital serves both local

23

residents and residents from Los Angeles, San Bernardino, Riverside, and Orange Counties. As a

24

provider of healthcare services for a high percentage of elderly patients, many of the hospital’s

25

services and programs are focused on the treatment of various chronic diseases.

26

35.

St. Vincent Foundation. St. Vincent Foundation was incorporated in 1989 as a

27

nonprofit public benefit corporation. Charitable donations and endowments raised by St. Vincent

28

Foundation help fund the acquisition of new equipment, the expansion of the Hospital’s facilities,
-8108503415\V-3
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1

healthcare services, and community outreach programs. St. Vincent Foundation raises funds

2

through grants, special events, and individual donors. St. Vincent is governed by a Board of

3

Trustees, and St. Vincent Medical Center is the sole corporate member of the Foundation. St.

4

Vincent, as well as St. Vincent Foundation, holds donor-restricted funds. As of May 31, 2018, St.

5

Vincent Foundation had a balance of approximately $1,590,149.89 in temporarily restricted assets

6

and a balance of approximately $136,159 in board designated temporarily restricted assets for the

7

purpose of funding programs such as bone mineral density research, transportation for low-

8

income patients, the organ transplantation program, and oncology research and treatment.

9
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36.

St. Vincent Dialysis Center. St. Vincent Medical Center is the sole corporate

10

member of the St. Vincent Dialysis Center, located on the Hospital’s campus. The St. Vincent

11

Dialysis Center provides dialysis services for kidney disease patients, including hemodialysis and

12

isolated ultrafiltration treatments as part of the Hospital’s end-stage renal disease program.

13

37.

St. Francis. St. Francis Medical Center was established in 1945 and gained

14

sponsorship from Daughters of Charity, Province of the West, in 1981. The hospital provides

15

comprehensive healthcare services and operates one of the busiest emergency trauma centers in

16

Los Angeles County. The Hospital serves 1.2 million residents of Southeast Los Angeles, located

17

in the communities of Lynwood, South Gate, Downey, Huntington Park, Bell Gardens,

18

Maywood, and Compton. As a provider of healthcare services for many Medi-Cal and uninsured

19

patients, the hospital receives significant Disproportionate Share Hospital funding. St. Francis

20

operates a 384 licensed bed, general acute care hospital located at 3630 East Imperial Highway in

21

Lynwood, California. The hospital has an emergency department with 46 licensed emergency

22

treatment stations and is designated a Level II Trauma Center. It also has nine surgical operating

23

rooms and three cardiac catheterization labs for inpatient and outpatient cardiac catheterization

24

services. The hospital offers a comprehensive range of services, including emergency and trauma

25

care, neonatal intensive, cardiovascular, oncology, pediatrics, behavioral health, and maternity

26

and child services. In addition to the inpatient programs and services, the Hospital also offers

27

various outpatient services, including ambulatory surgical services, laboratory services, imaging

28

services, infusion therapy, nuclear medicine services, respiratory therapy, and physical therapy.
-9108503415\V-3
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Other outpatient services are provided at the following clinics: Orthopedics Clinic, Wound Care

2

Clinic, Industrial Clinic, Lynwood Clinic, Downey Clinic , and Huntington Park Clinic. The

3

Hospital is accredited by The Joint Commission.

4
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38.

St. Francis Medical Center Foundation. St. Francis Medical Center is the sole

5

corporate member of St. Francis Medical Center Foundation. St. Francis Medical Center

6

Foundation was incorporated in 1983 as a nonprofit public benefit corporation and is governed by

7

a volunteer Board of Trustees. Charitable donations and endowments help fund the acquisition of

8

new equipment, the expansion of the Hospital’s facilities, healthcare services, and community

9

outreach programs. St. Francis Foundation raises funds through grants, special events, and

10

individual donors. As of May 31, 2018, St. Francis Foundation had a balance of $656,118.24 in

11

temporarily restricted assets for the purpose of funding programs such as the Children’s

12

Counseling Center, nurse education, and the annual Women’s Luncheon in support of

13

mammogram equipment. The Foundation also funds Health Benefit Resource Center, Healthy

14

Communities Initiative, and Trauma Recovery.

15

39.

Seton Medical Center. Seton Medical Center was originally founded as Mary’s

16

Help Hospital by the Daughters of Charity of St. Vincent De Paul in 1893. The original facility

17

was destroyed in the San Francisco Earthquake of 1906, and by 1912, Mary’s Help Hospital

18

reopened a new facility in San Francisco. In 1965, the hospital was moved to its current location

19

at 1900 Sullivan Avenue in Daly City. The hospital was renamed Seton Medical Center in 1983,

20

is currently licensed for 357 beds and serves residents from San Francisco and San Mateo areas.

21

Seton Medical Center has an emergency department with 18 licensed treatment stations. It also

22

has 13 surgical operating rooms and three cardiac catheterization labs. Of the Hospital’s 83

23

licensed skilled nursing beds, 39 are in suspense, and the remaining 44 beds are utilized as sub-

24

acute care beds. Additionally, the hospital has 24 licensed acute psychiatric beds which have been

25

placed in suspense. The hospital has a broad spectrum of medical services, including cancer,

26

cardiac, emergency, surgical, rehabilitation, respiratory, orthopedic, and sub-acute care. The

27

hospital is accredited by The Joint Commission. Seton Medical Center and Seton Coastside share

28

a consolidated license.
- 10 108503415\V-3
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Seton Coastside. Seton Coastside was founded as Moss Beach Rehabilitation

2

Hospital in 1970. In 1980, the City of Half Moon Bay acquired ownership of the hospital and

3

signed an agreement for Daughters of Charity to manage operations of the hospital and rename it

4

St. Catherine’s Hospital. In 1993, St. Catherine’s Hospital became Seton Coastside as it became

5

integrated with Seton Medical Center. Today, Seton Coastside is licensed for 116 skilled nursing

6

beds and five general, acute-care beds. Seton Coastside also operates the only 24-hour “standby”

7

Emergency Department along the 55-mile stretch between Santa Cruz and Daly City. Under a

8

consolidated license, Seton Medical Center and Seton Coastside share the same Board of

9

Directors, executive leadership team, charity care policies, and union collective bargaining

10
11

agreements.
41.

Seton Foundation. Seton Foundation, governed by a Board of Trustees, raises

12

funds through grants, special events and individual donors. Charitable donations and endowments

13

raised by Seton Foundation help fund the acquisition of new equipment and the expansion of

14

facilities at the Seton Medical Center and Seton Coastside. Seton is the sole corporate member of

15

the Seton Foundation. As of May 31, 2018, Seton Foundation had a balance of $2,693,778.66

16

million in temporary restricted assets and a balance of $ 2,717,591 million in permanently

17

restricted assets for the purpose of funding programs such as oncology, the San Francisco Heart

18

& Vascular Institute, and women and delivery services.

19

42.

Saint Louise Hospital. Saint Louise Hospital opened in 1989 in the Morgan Hill

20

area of Santa Clara County. In December 1999, the Daughters of Charity of St. Vincent de Paul

21

relocated the hospital to Gilroy and renamed it Saint Louise Regional Hospital. Today, the

22

Hospital’s 93-bed facility and 24-hour emergency department provide services to the residents of

23

southern Santa Clara County, including Morgan Hill, San Martin, and Gilroy. Saint Louise

24

Regional Hospital operates a 93 licensed bed, general acute care hospital located at 9400 No

25

Name Uno, Gilroy, California 95020. The Hospital has an emergency department with eight

26

licensed emergency treatment stations. The Hospital also has five surgical operating rooms for

27

inpatient and outpatient surgical procedures. Ten of the Hospital’s 21 licensed skilled nursing

28
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beds are in suspense. The Hospital provides comprehensive healthcare services including cancer,

2

emergency, rehabilitation, and surgical care. The Hospital is accredited by The Joint Commission.

3

43.

Saint Louise Regional Hospital owns and operates the De Paul Urgent Care

4

Center. The De Paul Urgent Care Center is located in Morgan Hill, and offers patients non-

5

emergency medical services seven days a week. The De Paul Urgent Care Center treats non-life

6

threatening cases, such as minor injuries and lacerations, strep throat, sinus infections, rashes,

7

nausea, vomiting, colds, flu, and fever.

8
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44.

Saint Louise Foundation. Saint Louise Foundation, governed by a Board of

9

Trustees, raises funds through grants, special events, and individual donors. Charitable donations

10

and endowments raised by Saint Louise Foundation help fund the acquisition of new equipment

11

and the expansion of the Hospital’s facilities. Saint Louise is the sole corporate member of Saint

12

Louise Foundation. As of May 31, 2018, Saint Louise Regional Hospital Foundation had a

13

balance of approximately $561,486.86 in temporarily restricted assets.

14

45.

De Paul Ventures, LLC. De Paul Ventures, LLC is a wholly-owned and operated

15

holding company of Verity that was formed in August 2010 for the purpose of investing in a

16

freestanding surgery center and other healthcare entities.

17

46.

DePaul Ventures - San Jose Dialysis, LLC. In April, 2013, DePaul Ventures,

18

LLC, formed DePaul Ventures - San Jose Dialysis, LLC (“Dialysis”). Dialysis is a general and

19

limited partner of Priday Dialysis, LLC, a healthcare center specializing in end-stage renal disease

20

treatment. Dialysis shares an interest in Priday Dialysis with Total Renal Care, Inc., which is a

21

subsidiary of DaVita.

22

47.

Verity Holdings, LLC. As set forth above, Holdings is a direct subsidiary of its

23

sole member VHS and was created in 2016 to hold and finance Verity’s interests in six medical

24

office buildings whose tenants are primarily physicians, medical groups, healthcare providers,

25

and certain of the VHS Hospitals. Holdings’ real estate portfolio includes over 30 properties,

26

including, but not limited to, apartment buildings, parking lots, and condominiums. Holdings is

27

the borrower on approximately $66.2 million of non-recourse financing secured by separate deeds

28

of trust and revenue and accounts pledges, including the rents on each medical office building
- 12 108503415\V-3
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(collectively “MOB Financing”).
48.

Non-Debtor VHS Entities. The Debtors’ have an interest in the entities described

below that are not filing chapter 11.
49.

Marillac Insurance Company, LTD. (“Marillac”), a wholly-owned subsidiary of

5

VHS, was incorporated in the Cayman Islands on December 9, 2003, as an exempted company

6

and was granted an Unrestricted Class “B” Insurer’s License effective December 15, 2003, which

7

it holds subject to the provisions of the Insurance Law of the Cayman Islands. On November 1,

8

2012, The Insurance Law, 2010 (the “Law”) became effective. Under such law, Class B licenses

9

were changed from “restricted” and “unrestricted,” as they had been described in previous

10

revisions of the law, into three separate classes “(i),” “(ii)” and “(iii).” Insurers writing at least

11

95% of net premiums with their related business (in this case VHS) fell into Class B(i). The

12

Company was granted a Class B(i) license, effective April 2, 2015. Marillac provides insurance

13

coverage to VHS and its affiliates.

14
15
16

50.

St. Vincent De Paul Ethics Corporation does not hold any assets and is a

nondebtor entity. St. Francis Medical Center is its sole corporate member.
51.

VHoldings MOB, LLC (“VHoldings”) is currently an inactive subsidiary of VHS

17

and has no assets or obligations. It was created as a “special purpose entity” for a proposed

18

financing that did not materialize. As part of the proposed transaction structure, four additional

19

LLCs were established in which, VHoldings was the sole member of each. The four additional

20

LLCs were dissolved on January 23, 2017.

21

52.

De Paul Ventures – San Jose ASC, LLC (“San Jose ASC”), was formed in

22

February 2011, by De Paul Ventures, LLC (which is a filing entity), and owns a 25% interest as a

23

limited partner in a partnership with Physician Surgery Services, dba Advanced Surgery Center, a

24

freestanding surgery center in San Jose. San Jose ASC’s only asset is a sale contract, pursuant to

25

which it receives payments of $125,000 every other month. Postpetition, San Jose ASC will

26

continue to forward to VHS the $125,000 received every other month. Once all payments are

27

received, the Debtors will dissolve San Jose.

28

53.

Robert F. Kennedy Medical Center is a nonprofit public benefit corporation that
- 13 -
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1

operated a 229-bed general acute care hospital and served residents in Hawthorne, California,

2

until December 31, 2004. Robert F. Kennedy Medical Center Foundation is a nonprofit public

3

benefit corporation that raised funds for the Robert F. Kennedy Medical Center.

4

54.

O’Connor Health Center I is a California limited partnership, formed in January

5

1996 (“OCH1”). O’ Connor Hospital is a limited partner in OCH1 and the general partner is

6

OCH Forest 1, LP. OCH1 owns certain real property at 455 O’Connor Drive, San Jose,

7

California. Such property is leased by O’Connor Hospital.

8
9
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55.
B.

Integrity’s Management of Debtors.
56.

10

Sports Medical Management, Inc. has no assets or obligations.

As set forth above, Integrity was formed in 2015 to carry out the management

11

services under the Management Agreement, for which Integrity is paid a monthly management

12

fee. Through June 30, 2017, Integrity was wholly owned by BlueMountain. In July 2017,

13

NantWorks, LLC (“NantWorks”), acquired a majority stake in Integrity from BlueMountain.

14

There were no significant changes to the terms of the Restructuring Agreement or the California

15

Attorney General requirements as a result of this transaction.
57.

16

On a monthly basis, VHS records management fee expense and makes payments

17

to Integrity associated with the management services received under the Management Agreement.

18

During the initial fiscal year which ended June, 2016, the monthly management fee was

19

determined based on a specified percentage of trailing 12 month operating revenues for VHS.

20

Such management fees are adjusted each succeeding fiscal year based on changes in the

21

consumer price index. VHS defers payment for a portion of management fees based on its days’

22

cash on hand over the most recent 90 day period. All deferred management fees accrue interest at

23

2.82% per annum to the extent such amounts are not paid in the fiscal year that services are

24

received. Such deferred management fees are contingently payable based on the terms of the

25

Management Agreement, which include annual calculations of excess cash on hand.

26

C.

27
28

Verity’s Employees.
58.

As set forth above, altogether, the Debtors employ approximately 7,385 employees

(the “Employees”) – 6,907 excluding VMF and 478 under VMF. Almost three-quarters of the
- 14 108503415\V-3
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1

Debtors’ Employees – approximately 5,488 Employees in total – are represented through CNA,

2

SEIU, California Licensed Vocational Nurses’ Association, and The International Union of

3

Operating Engineers, Stationary Local No. 39, AFL-CIO.

4

59.

5

7

(b)
Verity Business Services, which as of the Petition Date employed
approximately 307 employees, of which 285 are full-time, 11 are part time and 11
are per diem;

8
9

(c)
O’Connor Hospital, which as of the Petition Date employed approximately
1,370 employees, of which 586 are full-time, 441 are part time and 343 are per
diem;

10
11

(d)
Saint Louise Regional Hospital, which as of the Petition Date employed
approximately 480 employees, of which 153 are full-time, 159 are part time and
168 are per diem;

12
13
14

(e)
St. Francis Medical Center, which as of the Petition Date employed
approximately 2,017 employees, of which 1,583 are full-time, 136 are part time
and 298 are per diem;

15
16

(f)
St. Vincent Medical Center, which as of the Petition Date employed
approximately 1,099 employees, of which 897 are full-time, 42 are part time and
160 are per diem;

17
18

(g)
Seton Medical Center, which includes Seton Medical Center Coastside, and
as of the Petition Date employed approximately 1,340 employees, of which 516
are full-time, 551 are part time and 273 are per diem; and

19
20

(h)
VMF, which as of the Petition Date employed approximately 478
employees, of which 424 are full-time, 15 are part-time and 39 are per diem.

21
22
23
24
25
26
27

For W-2 tax and payroll purposes, the Debtors are divided into eight employers:
(a)
VHS, which covers the Systems Office and the Philanthropic Foundations,
and as of the Petition Date employed approximately 294 employees, of which 289
are full-time, 3 are part time and 2 are employed on a per diem basis;

6
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60.

The Debtors’ Employees are represented by the following unions with the

respective contractual obligations: (i) SEIU-UHW (Non-Nursing Service Employees) at St. Francis
Medical Center, St. Vincent Medical Center, O’Connor Medical Center, Saint Louise Regional
Hospital; (ii) SEIU-UHW (Non-Nursing Service Employees) at Verity Medical Foundation; (iii)
NUHW (Non-Nursing Service Employees) at Verity Medical Foundation; (iv) NUHW (Non-Nursing
Service Employees) at Seton Medical Center, Seton Medical Center Coastside; (v) CAN (Nurses) St.

28
- 15 108503415\V-3

Case 2:18-bk-20151-ER

Desc

1

Vincent, O’Connor, St. Louise, Seton, Seton Coastside; (vi) UNAC (Nurses) at St. Francis; (vii)

2

CLVNA (Licensed Vocational Nurses) (O’Connor); (viii) Local 20 (Clinical Laboratory Scientists)

3

O’Connor, St. Louise, Seton; (ix) Local 39 (Stationary and Bio-medical Engineers) and O’Connor, St.

4

Louise, Seton.

5

D.

6
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Pension and Other Postretirement Benefit Plans.
61.

VHS maintains two single employer defined benefit pension plans and participates

7

in two multi-employer defined benefit pension plans. The defined benefit pension plans have

8

been frozen for all employees, except members of the CNA at certain facilities. Defined benefit

9

pension plan benefits are generally based on age, years of service, and employee compensation.

10

In addition, VHS and VMF maintain several defined contribution retirement plans for employees.

11

62.

The significant multiemployer defined benefit pension plan is the Retirement Plan

12

for Hospital Employees (“RPHE”). The VHS entities that participate in the RPHE are Seton

13

Medical Center, Seton Medical Center Coastside, O’Connor Hospital, Saint Louise Regional

14

Hospital, and Verity Business Services. The RPHE is frozen as to these facilities, other than with

15

respect to CNA members at O’Connor Hospital, Saint Louise Regional Hospital and Seton

16

Medical Center. Benefits under the RPHE are generally based on years of service and employee

17

compensation. Contributions to the RPHE are based on actuarially determined amounts by the

18

RPHE Board of Trustees to meet benefits to be paid to plan participants and satisfy IRS funding

19

requirements.

20

million in cash contributions to the RPHE for the fiscal years ended June 30, 2017 and 2016,

21

respectively.

22

contributions made to the RPHE for the fiscal years ending June 30, 2017 and 2016, respectively.

23

Of the estimated remaining $4.79 million for 2018 and expected $12.68 million for 2019, VHS

24

contributions to RPHE, approximately $3.15 million and $7.63 million, respectively, is for make-

25

up of underfunded amounts that arose prior to VHS’ acquisition from the Daughters of Charity

26

Health System (“DCHS”). As of July 31, 2018, there were no unpaid contribution installment

27

obligations owed by VHS to the RPHE.

28

63.

VHS recorded benefit expenses of approximately $20.46 million and $17.22

The VHS contributions accounted for approximately 43% and 40% of total

In addition to the RPHE, Verity assumed in the Daughters of Charity restructuring
- 16 -
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1

certain obligations under a multiemployer plan commonly referred to as Stationary Engineers

2

Local 39 Pension Plan (the “Local 39 Plan”). As of July 31, 2018, there were no unpaid

3

contributions due on the Local 39 Plan.

4
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64.

VHS maintains two single-employer defined benefit pension plans (the “Verity A

5

& B Plans”).

6

O’Connor Hospital, Saint Louise Regional Hospital, and the VHS system office are eligible to

7

participate in these plans. However, only CNA members continue to earn new benefits under the

8

Verity Plan A; the Verity Plan B is completely frozen with no ongoing benefit accruals. VHS

9

contributed approximately $41.68 million and $9.92 million during the fiscal years ended June

10

30, 2017 and 2016, respectively. Of the estimated remaining $10.12 million for 2018 and

11

expected $35.53 million for 2019 VHS contributions to Verity Plan A, approximately $8.10

12

million and $28.05 million, respectively, is for make-up of underfunded amounts that arose prior

13

to VHS’ acquisition from the Daughters of Charity. As of July 31, 2018, there were no unpaid

14

contribution installment obligations owed by VHS to the Verity A & B Plans.

15

65.

VHS personnel at St. Francis Medical Center, St. Vincent Medical Center,

VHS and VMF also maintain several active defined contribution retirement plans

16

for eligible employees; eligibility for and benefits under the defined contribution retirement plans

17

vary according to facility, union status, and employee classification/hire date. These defined

18

contribution plans include the Verity Health System Supplemental Retirement Plan (TSA), the

19

Verity Health System Supplemental Retirement Plan (401(a)), the Verity Health System

20

Retirement Account (RPA), the Verity Medical Foundation 401(k) Plan, the Verity Medical

21

Foundation Management Bargaining Unit Employees 401(k) Plan for represented employees and

22

the Verity Health System Executive Long-Term Savings Plan (457(b)) Plan for nonrepresented

23

employees.

24

contributions generally on a payroll by payroll basis. In addition to the above active defined

25

contribution plans, there are several small, frozen ancillary retirement plans. During the fiscal

26

years ended June 30, 2017 and 2016, the employer’s contribution expense for defined

27

contribution plans was approximately $18.48 million and $21.75 million respectively. As of July

28

31, 2018, there were no unpaid employer contributions owed on any of these defined contribution

These defined contribution plans are funded from employee and/or employer
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1

plans other than unpaid contributions for current and recent payroll cycles consistent with

2

ordinary administrative practices.

3
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66.

VHS also maintains an early retiree health insurance program (the Postretirement

4

Healthcare Plan), which provides medical benefits to eligible retirees from early retirement to age

5

65 only. The postretirement health care benefits are determined based on age and years of

6

service. Certain employees at O’Connor Hospital, St. Louise Regional Hospital, Seton Medical

7

Center, and Seton Medical Center Coastside are eligible to participate in this plan. The

8

Postretirement Healthcare Plan is an unfunded plan. VHS contributed $50,000 and $58,000 to the

9

Postretirement Healthcare Plan during the fiscal years ended June 30

10

E.

11

Insurance Policies
67.

The Debtors maintain various insurance policies issued by several insurance

12

carriers (collectively, the “Insurance Carriers”). Collectively, these policies provide for coverage

13

for, among other things: storage tank liability, commercial property, workers’ compensation and

14

employers liability, commercial automobile, helipad liability & non-owned aircraft liability,

15

sexual misconduct and molestation liability, D&O liability, general liability, and professional

16

liability (collectively, the “Insurance Policies”).2
68.

17

Significant insurance is issued to the Debtors by its captive insurer Marillac. VHS

18

is the sole owner of Marillac. The policies issued by Marillac cover professional and general

19

liability (both at the primary and excess level) and additional excess coverage as to automobile

20

liability, heliport and non-owned aircraft liability, employer’s liability and certain other general

21

liability. Marillac also issued a Deductible Liability Protection Policy which provides coverage

22

for the deductible obligations on the Debtors’ workers’ compensation policy issued by Old

23

Republic Insurance Company (“Old Republic”).

24

69.

Most of the Debtors’ Insurance Policies will expire between September 5, 2018

25

and July 1, 2019. The Debtors have begun negotiating renewals, extensions and/or entries into

26

new insurance policies with respect to the expiring Insurance Policies.

27
28

The Insurance Policies include six (6) CA DHS patient Trust Bonds, which have an annual premium in the
aggregate of $1,100 that was paid in full in December 2017 and will not come due for renewal until December 2018.
2
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Desc

In certain instances, the Debtors pay premiums for their Insurance Policies in full

2

at the beginning of the policy and in other instances in quarterly installments. The total annual

3

premium due for Insurance Policies is approximately $18,647,036. Of that amount, the Debtors

4

pay $2,637,071 at the time of inception, and the remaining $16,009,965 is paid in quarterly

5

installments. As of the Petition Date, there are no outstanding unpaid premiums due. The total

6

amount of annual insurance premiums which will come due postpetition is $10,043,085.

7

a.

Self-Insured Retentions

8

71.

The Debtors maintain self-insured retentions of $250,000 per claim under their

9

D&O liability coverage, $350,000 per claim under their employment practices coverage, $50,000

10

per claim under their fiduciary liability coverage, $100,000 per claim under their crime coverage,

11

and $50,000 per claim under their sexual misconduct and molestation liability coverage (the

12

“Self-Insured Retentions” or “SIRs”). A SIR is a loss amount that the insured is obligated to pay

13

before the insurer’s coverage obligation is triggered.

14

72.

The Debtors’ Self-Insured Retentions are administered so that the Debtors pay

15

directly for the losses under each policy as they are incurred up to the amounts of the Self-Insured

16

Retentions. Such SIRs due prepetition have been paid. For the last year, no SIR amounts have

17

been due for (a) the D&O liability coverage, (b) the employment practices coverage, (c) the

18

fiduciary liability coverage, and (d) the crime coverage. There have also been no SIR amounts

19

incurred under the sexual misconduct and molestation liability policy last year.

20

b.

Deductibles

21

73.

The Debtors maintain a workers’ compensation insurance policy with Old

22

Republic with a $500,000 deductible for each claim. Old Republic provides coverage under the

23

policy up to $1 million for each claim. On average, the monthly invoice amounts for deductibles

24

(including ALAE) incurred under the workers’ compensation policy is between $400,000 and

25

$650,000, which are timely paid by Marillac under the Deductible Liability Protection Policy.

26

74.

27

The deductibles included in the Debtors’ other Insurance Policies are:


28

Storage Tank Liability - ACE American Insurance Company (Chubb) - $5,000
per Storage Tank Incident;
- 19 -
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1

4
5
6

Storage Tank Liability - Tokio Marine Specialty Insurance Company
(Philadelphia) - $25,000 per Confirmed Release;



Commercial Property - American Guarantee and Liability Insurance Company
(Zurich) - $100,000 Basic Policy Deductible;



Commercial Automobile - National Union Fire Insurance Company of
Pittsburg, PA (AIG) - $1,000 Comprehensive, $1,000 Collision;



Helipad Liability & Non-Owned Aircraft Liability - StarNet Insurance
Company (Berkley Aviation) - $1,000 Physical Damage per Occurrence; and



General Liability - Chubb - $10,000 per Occurrence.

7
8
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Desc



2
3
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The Debtors expect their prepetition deductible obligations, other than those

deductibles owed under the workers’ compensation policy (which are paid by Marillac, a nondebtor), to be minimal.
c.
76.

Letter of Credit
The Debtors provide a $34,087,296 letter of credit to Old Republic as security for

all of the Debtors’ obligations, as required under their workers’ compensation policy. Marillac is
the account party on the letter of credit, and the letter of credit is fully secured by Marillac’s
assets - $34,087,296 of liquid securities. Pursuant to the Program Agreement Endorsement to the
workers’ compensation policy, Old Republic may draw upon the letter of credit to reimburse Old
Republic for payment of the Debtors’ deductible obligations or for payment of other obligations
of the Debtors under the workers’ compensation policy, if not paid by Marillac. Old Republic
may also draw down the $34,087,296 letter of credit in full upon the Debtors’ insolvency or filing
of a bankruptcy petition.
77.

The Debtors expect that Marillac will continue to honor its policy to insure the

Debtors’ obligations under the workers’ compensation policy, and that Old Republic will not be
harmed by the Debtors’ chapter 11 filing.
d.
78.

Claims Administration Agreements
The Debtors have entered into administrative services contracts with Sedgwick

Claims Management Services, Inc. (“Sedgwick”), for administration of claims submitted under

28
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1

the Debtors’ workers’ compensation policy as well as their professional and general liability

2

policy.

3
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79.

The Debtors pay Sedgwick an annual estimated fee of $702,000 which is paid in

4

quarterly installments of $175,000 for services provided by Sedgwick under the Debtor’s

5

workers’ compensation policy. The actual fees owed to Sedgwick are based on the staffing

6

necessary for Sedgwick to provide claims services and are calculated by taking the actual

7

program salaries, bonuses and temporary expenses multiplied by the salary multiplier. Sedgwick

8

will periodically provide an accounting to determine the actual fees incurred. The Debtors are

9

entitled to a credit if the amount of actual fees owed to Sedgwick are less than the estimated fees

10

paid. On the other hand, Sedgwick bills the Debtors for the additional actual fee owed if the

11

actual fee amount is higher than the estimated fees.

12

80.

With respect to administration of their professional and general liability policy, the

13

Debtors pay Sedgwick $3,545 per claim and suit file, $1,825 per Potentially Compensable Event

14

(“PCE”) where an investigation has been requested, $275 for a PCE where an investigation has

15

not been requested pursuant to this agreement. Fees are paid monthly as files are assigned to

16

Sedgwick by the Debtors. Debtors also pay Sedgwick a program management fee of $1,250 each

17

month.

18

F.

81.

19
20
21
22
23
24
25
26
27
28

Recent Financial Results.
As of June 30, 2018, Verity’s consolidated unaudited financial statements reflected

total assets of approximately $847 million and total liabilities of approximately $1,278 billion.
III.
A.

The Need For Chapter 11 Relief And The Events Leading To The Commencement
Of These Chapter 11 Cases
Historical Challenges.
82.

The Hospitals and VMF were originally owned and operated by the Daughters of

Charity of St. Vincent de Paul, Province of the West (the “Daughters of Charity”), to support the
mission of the Catholic Church through a commitment to the sick and poor. The Daughters of
Charity began their healthcare mission in California in 1858 with the opening of Los Angeles
Infirmary, now known as St. Vincent Medical Center. The Daughters of Charity expanded its
- 21 108503415\V-3
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1

hospitals to San Jose in 1889 and San Francisco in 1893. The Daughters of Charity ministered to

2

ill, poverty-stricken individuals for more than 150 years.

3

83.

In March 1995, the Daughters of Charity merged with Catholic Healthcare West

4

(“CHW”). In June 2001, the Daughters of Charity Health System (“DCHS”) was formed. In

5

October 2001, the Daughters of Charity withdrew from CHW. In 2002, DCHS commenced

6

operations and was the sole corporate member of the Hospitals, which at that time were

7

California nonprofit religious corporations.

8
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84.

Between 1995 and 2015, the Daughters of Charity and DCHS struggled to find a

9

solution to continuing operating losses, either through a sale of some or all of the hospitals or a

10

merger with a more financially sound partner. All these efforts failed. During these efforts,

11

however, the health system’s losses continued to mount. In 2005, DCHS issued $364 million in

12

bonds to refinance existing debt and to fund future capital expenditures. Three years later, in

13

2008, they issued another $143 million in bonds to refinance existing debt.

14

85.

Between 2012 and 2014, DCHS participated in an affiliation with Ascension

15

Health Alliance (“Ascension”) in an effort to create greater operating efficiencies. Ascension is

16

the largest Catholic health system in the world and the largest non-profit health system in the

17

United States with facilities in 23 states and the District of Columbia. The affiliation between

18

DCHS and Ascension failed.

19

86.

Despite continuous efforts to improve operations, operating losses continued to

20

plague the health system due to, among other things, mounting labor costs, low reimbursement

21

rates and the ever-changing healthcare landscape. In 2013, DCHS actively solicited offers for

22

O’Connor Hospital, St. Louise Regional Hospital, Seton Medical Center and Seton Medical

23

Center Coastside. In 2013, to avoid failing debt covenants, the Daughters of Charity Foundation,

24

an organization separate and distinct from DCHS, donated $130 million to DCHS to allow it to

25

retire the 2008 Bonds in the total amount of $143.7 million.

26

87.

In early 2014, DCHS announced that they were beginning a process to evaluate

27

strategic alternatives for the health system. Throughout 2014, DCHS explored offers to sell their

28

health system and, in October of 2014, they entered into an agreement with Prime Healthcare
- 22 108503415\V-3
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1

Services and Prime Healthcare Foundation (collectively, “Prime”) to sell the health

2

system. However, to keep the hospitals open, DCHS, needed to borrow another $125 million to

3

mitigate immediate cash needs during the sale process; in other words, to allow DCHS to

4

continue to operate until the sale could be consummated. Notably, DCHS’ goal in the transaction

5

was to basically maintain the status quo; their guiding principles for the sale included protecting

6

existing pensions, repaying all their bond debt, continuation of all collective bargaining

7

agreements, maintenance of existing contracts for patient services, and obtaining promises for

8

substantial capital expenditures. In early 2015, the California Attorney General consented to the

9

sale to Prime, subject to conditions on that sale that were so onerous that Prime terminated the

10
11

transaction.
88.

In 2015, DCHS again marketed their health system for sale, and, again, focused on

12

offers that maintained the health system as a whole, and assumed all the obligations. In July

13

2015, the DCHS Board of Directors selected BlueMountain Capital Management LLC

14

(“BlueMountain”), a private investment firm, to recapitalize its operations and transition

15

leadership of the health system to the new Verity Health System (the “BlueMountain

16

Transaction”).

17

89.

In connection with the BlueMountain Transaction, BlueMountain agreed to make a

18

capital infusion of $100 million to the hospital system, arrange loans for another $160 million to

19

the health system, and manage operations of the health system, with an option to buy the health

20

system at a future time. In addition, the parties entered into a System Restructuring and Support

21

Agreement (the “Restructuring Agreement”), DCHS’s name was changed to Verity Health

22

System, and Integrity was formed to carry out the management services under a new management

23

agreement.

24

90.

DCHS requested the California Attorney General’s consent to enter into the

25

Restructuring Agreement and the BlueMountain Transaction. According to report prepared by

26

MDS Consulting, an expert consulting firm retained to prepare healthcare impact reports for the

27

AG, DCHS outlined the following reasons why the BlueMountain Transaction was either

28

necessary or desirable:
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The current structure and sponsorship of DHCS was no longer plausible as a result of cash
flow projections and dire financial conditions.



In July and August of 2014, DCHS obtained a short-term financing bridge loan in the
amount of $125 million to mitigate the immediate cash needs for an estimated period of
time long enough to allow for the transaction to close. Repayment of the funds was due on
December 15, 2015, at which time if the full amount was not repaid, DCHS would be at
risk of defaulting on both their 2014 and 2005 Revenue Bonds.



Without bankruptcy protection or additional financial support, DHCS could not continue
hospital operations if there is a default.

4
5
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91.

On December 3, 2015, the California Attorney General approved the BlueMoutain

8

Transaction, subject to conditions. The Attorney General conditions were imposed for periods

9

ranging from 5 to 15 years. Generally, the terms of conditions (collectively, the “Conditions”)

10

included: (1) limits on transfers of control; (2) maintenance of specific health services and

11

specific bed counts; (3) required participation in Medicare and Medi-Cal programs; (4) required

12

levels of community benefit programs; (5) required levels of charity care; (6) maintenance of

13

certain county payor contracts; (7) requirements for local governing boards; (8) requirements for

14

medical staff compliance; and (9) an annual attestation of compliance with the AG conditions.

15

92.

Under the Restructuring Agreement, VHS, O’Connor Hospital, Saint Louise

16

Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, Seton Medical Center

17

and Seton Medical Center Coastside, all of whom are members of the Obligated Group (as

18

defined below), were converted from religious corporations to public benefit corporations.

19
20
21

93.

Despite BlueMountain’s infusion of cash and retention of various consultants and

experts to assist in improving cash flow and operations, the health system did not prosper.
94.

In July 2017, NantWorks, LLC acquired a controlling stake in Integrity.

22

NantWorks brought in a new CEO, CFO, and COO. NantWorks loaned another $148 million to

23

the Debtors.

24

95.

Despite the infusion of capital and new management, it became apparent that the

25

problems facing the Verity Health System were too large to solve without a formal court

26

supervised restructuring. Thus, despite VHS’ great efforts to revitalize its Hospitals and

27

improvements in performance and cash flow, the legacy burden of more than a billion dollars of

28

bond debt and unfunded pension liabilities, an inability to renegotiate collective bargaining
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1

agreements or payor contracts, the continuing need for significant capital expenditures for seismic

2

obligations and aging infrastructure, and the general headwinds facing the hospital industry, make

3

success impossible. Losses continue to amount to approximately $175 million annually on a cash

4

flow basis.

5

96.

Based on the foregoing, and while VHS has made improvements to the existing

6

system, the Debtors have commenced these chapter 11 cases to protect the original legacy of the

7

Daughters of Charity to the maximum extent possible by retiring debt incurred over the past 18

8

years and freeing the hospital facilities and work force to continue to operate as hospitals under

9

new ownership and leadership without the accumulated crisis of the past. To do that requires the

10

bankruptcy court supervised sale of some or all of the hospitals and related facilities, and the

11

comprehensive resolution of the Debtors financial obligations through a court approved plan of

12

reorganization.

13

97.

The goals of the Debtors’ restructuring are to maintain the Debtors’ business

14

operations; preserve the going-concern value of the Debtors’ businesses, its stakeholders, and

15

parties in interest; and, most importantly, to protect the health and wellbeing of the patients who

16

are treated at the Hospitals and the jobs of the Debtors’ approximately 7,000 employees.

17

B.

Current Fiscal Crisis.
98.

18

As described above, the fiscal crisis is the confluence of various factors and

19

historical challenges. Below are a few of the most significant and expected funding requirements

20

in the immediate future.

21

a. Payor Rates.
99.

22

Verity is paid below market rates through its payor contracts with health plans.

23

Verity’s contracts are 20-43% below market. These below market rates would make it difficult

24

for any hospital to break even. Summarized below is illustrative data, highlighting Verity’s rates

25

as a percentage of Medicare relative to the market rates.

26

///

27

///

28
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e. Seismic and Energy Requirements.
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103.

The Verity system requires seismic and energy expenditures of over $150 million

3

over the next few years. By way of example, there are significant improvements (including

4

demolishment of certain buildings) required by 2020 to St. Vincent Medical Center, Seton

5

Medical Center, and O’Connor Medical Center. There are additional improvement required by

6

2030 to St. Vincent, Seton Medical Center, O’Connor Medical Center, and St. Louise Regional

7

Hospital.

8

Attorney General in the BlueMountain Transaction, as well as mandated by the California Office

9

of Statewide Health Planning and Development (OSHPD).

10

These seismic improvement deadlines are part of the conditions imposed by the

f. Medical Equipment.

11

104.

The Verity system requires over $100 million in medical equipment expenditures

12

over a period of several years.

13

C.

14

Working Capital Shortages.
105.

The Debtors, like other hospitals serving similar communities, rely on HQAF,

15

DSH and other government support to help bridge the gap between what they get reimbursed by

16

Medicare and Medi-Cal and their cost of providing care. The Hospital Quality Assurance Fee

17

(HQAF), established in 2010, provides funding for supplemental payments to California hospitals

18

that serve Medi-Cal and uninsured patients. The program has been very successful, providing

19

billions of dollars in supplemental payments to California hospitals. The Medicare and Medi-cal

20

programs also provide funding to hospitals that treat indigent patients through the

21

Disproportionate Share Hospital (DSH) programs, under which facilities are able to receive at

22

least partial compensation. Under the Patient Protection and Affordable Care Act of 2010 (ACA,

23

P.L. 111-148, as amended), Congress would have reduced federal DSH allotments beginning in

24

2014, to account for the decrease in uncompensated care anticipated under health insurance

25

coverage expansion. However, several pieces of legislation have been enacted since 2010 have

26

since delayed the ACA’s Medicaid DSH reduction schedule. Unfortunately, both HQAF and

27

DSH have proven difficult to rely on, as payments are reduced and delayed.

28

106.

Relying on the HQAF payments has led to working capital shortages due to delays
- 27 -
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14-Month Delay: QAF 5 FFS (service period 1/1/17 –6/30/19) was not approved until
Dec. 2017 and the Debtors did not start receiving payments until the end of Feb. 2018 (14month delay);



Potential 24 Month Delay: QAF 5 HMO is likely not going to be approved until the end
of 2018 (potentially a 24-month delay on receiving funds);



Receiving less than Expected: through the first 4 cycles of QAF 5 FFS, the Debtors have
received anywhere from 69.2-93.9% of expected payments.

3
4
5
6
D.
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Attorney General Requirements.
107.

As set forth above, as part of approving the Restructuring Agreement, the AG

9

placed certain operational restrictions on VHS and each of the Hospitals, which include certain

10

minimum annual requirements for charity care, community benefits, and capital expenditures

11

among other mandates. Taken separately, most of these conditions would not have contributed to

12

the Debtors’ failure to thrive. However, the cumulative effect of the conditions was to lock the

13

Debtors into a failing business model, dictating both minute details of business operations, as well

14

as denying the Debtors the ability to repurpose facilities. For example, SMC could better serve

15

the community by operating as a much-needed long-term post-acute care facility, rather than as

16

one of the many acute care hospitals in a saturated service area.

17

108.

The AG’s conditions also compelled the expenditure of millions of dollars to

18

provide charity care even though the number of uninsured people in California has steadily

19

decreased since passage of the Affordable Care Act. Also, as a result of a shortfall in the fiscal

20

year 2017 charity care requirement for certain hospitals, VHS was required to make an additional

21

contribution to the Retirement Plans of $7,619,000 in October 2017.

22

109.

The AG’s conditions denied the Debtor the benefits of the marketplace. For

23

example, the conditions required Verity to enter into contracts with certain entities. Because

24

those entities were well aware of the AG’s requirement that Verity contract with them or be in

25

default, Verity had no bargaining power with those entities or payors.

26

E.

27
28

Increased Cap Volumes.
110.

The Debtors have capitation contracts with health plans. Capitation is a flat

periodic payment per enrollee paid to a healthcare provider; it is the sole reimbursement for
- 28 108503415\V-3
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1

providing services to a defined population. Under capitation, fixed payments are made to

2

providers regardless of the volume of services rendered, so providers like the Debtors bear the

3

risk that the costs of providing service, including opportunity costs (profits), might exceed the

4

capitation payment. Capitation completely reverses the actions that providers must take to ensure

5

financial success; under capitation, the keys to profitability are to work more efficiently and

6

decrease volume. The Debtors have seen a significant increase in volume from capitated

7

populations and therefore are bearing the loss from that increased volume.
IV.

8
9
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A.

Corporate Structure.
111.

10

Corporate And Capital Structure

As set forth above, VHS is a California nonprofit public benefit corporation and

11

the sole member of O’Connor Hospital, St. Francis Medical Center, St. Vincent Medical Center,

12

Seton Medical Center, Verity Business Services, Verity Medical Foundation, Verity Holdings,

13

LLC, and DePaul Ventures, LLC.
112.

14

As set forth above, each Debtor Hospital is the sole member of the Debtor

15

nonprofit public benefit corporation that handles its fundraising and grant-making programs: St.

16

Francis Medical Center Foundation, St. Vincent Foundation, Seton Medical Center Foundation,

17

Saint Louise Regional Hospital Foundation, and O’Connor Hospital Foundation (collectively, the

18

“Philanthropic Foundations”).

19

113.

St. Vincent Medical Center is the sole Member of St. Vincent Dialysis Center, Inc.

20

114.

VHS is the sole member of DePaul Ventures, LLC. DePaul Ventures, LLC, is the

21

sole Member of DePaul Ventures-San Jose ASC, LLC, and of DePaul Ventures-San Jose

22

Dialysis, LLC.

23

///

24

///

25

///

26

///

27

///

28

///
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115.

The following graphic depicts Verity’s prepetition organizational structure:

116.

Each Debtor entity has its own management and governance structure. Under the

2
3
4
5
6
7
8

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

leadership of the Daughters of Charity, each Hospital operated independently except that all
employees were under the same pension plans. After the transition of operations and leadership to
VHS, there has been a systemizing of operations, so that functions that were being performed at
each of the Debtors are being transitioned and performed by VHS and being standardized, such as
pharmacy operations, credentialing, IT, case management, etc.
117.

As set forth above, VMF offers medical, surgical and related healthcare services

for people of all ages at community-based, multi-specialty clinics conveniently located in areas
served by Verity hospitals. The following graphic depicts VMF’s structure that is comprised of,
among other things, professional service agreements with seven medical groups that provide
physicians to VMF’s clinics:
///
//
//
//
//
//
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Verity Holdings, LLC, De Paul Ventures, LLC, and De Paul - San Jose Dialysis,

2

LLC, are all limited liability companies that do not have Boards of Directors. The sole Member

3

of Verity Holdings, LLC, and De Paul Ventures, LLC, is VHS. The sole member of De Paul

4

Ventures - San Jose Dialysis, LLC, is De Paul Ventures, LLC. I am the President and Eleanor

5

Ramirez and Art Huber were appointed Vice Presidents of Verity Holdings, LLC, on

6

November 17, 2017. I am the managing member for De Paul Ventures, LLC. Dr. Tirso del

7

Junco, Jr., is the managing member for De Paul Ventures - San Jose Dialysis, LLC.

8

B.

9
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Capital Structure.
121.

As more fully set forth in the declaration of Anita Chou in support of the Debtors’

10

Emergency Motion Of Debtors For Interim And Final Orders (A) Authorizing The Debtors To

11

Obtain Post Petition Financing (B) Authorizing The Debtors To Use Cash Collateral And (C)

12

Granting Adequate Protection To Prepetition Secured Creditors Pursuant To 11 U.S.C. §§ 105,

13

363, 364, 1107 And 1108, VHS, Verity Business Services (“VBS”), the Hospitals, and one

14

operating division are jointly obligated parties on approximately $461.4 million of outstanding

15

secured debt consisting of: (a) $259.4 million outstanding tax exempt revenue bonds, Series 2005

16

A, G and H issued by the California Statewide Communities Development Authority (the “2005

17

Bonds”), which loaned the bond proceeds to VHS to provide funds for capital improvements and

18

to refinance certain tax exempt bonds previously issued in 2001 by the DCHS, a religious not-for-

19

profit enterprise and VHS’s reorganization predecessor; and (b) $202 million outstanding tax

20

exempt revenue notes, Series 2015 A, B, C, and D and Series 2017 issued by the California

21

Public Finance Authority, which loaned the proceeds to VHS to provide working capital (the

22

“Working Capital Notes”). Wells Fargo Bank, N.A. (“Wells Fargo”) is the Bond Trustee and

23

UMB Bank National Association (“UMB Bank”) is the successor Master Trustee and for the

24

prepetition secured 2005 Bonds. U.S. Bank, National Association (“U.S. Bank”) is the Note

25

Trustee and also the Collateral Agent for the Working Capital Notes.

26

122.

Except for the taxable Series 2015C Working Capital Notes, the 2005 Bonds and

27

the Working Capital notes are all tax exempt, meaning interest on the bonds is not taxable to the

28

holders so long as the issuer maintains its qualified tax exempt status and the proceeds of the
- 32 108503415\V-3
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1

bonds were used for the tax exempt purposes for which they were originally intended. The Series

2

2005 A Bonds are comprised four term bonds maturing on July 1, 2024, 2030 and 2035 bearing

3

interest at 5.75% (Series 2005A-2024), (Series 2005A-2030), (Series 2005A-2035) and one

4

maturing July 1, 2039 bearing interest at 5.50% (Series 2005A-2039). The Series 2005G term

5

bond matures on July 1, 2022 and bears interest at 5.50%. The Series 2005H- term bond matures

6

on July 1, 2025 and bears interest at 5.75%.

7

2019 (Series 2015A, Series 2015B, Series 2015C and Series 2015D) and on December 10, 2020

8

(Series 2017A, 2017B). Series 2015A and B and Series 2017 and 2017B bear interest at 7.25%,

9

while the Series 2015D carries an 8.75% interest rate and Series 2015C accrues interest at 9.5%.

10

123.

The Working Capital Notes mature on June 10,

As set forth above, Holdings, a direct subsidiary of its sole member Verity, was

11

created in 2016 to hold and finance Verity’s interests in six medical office buildings whose

12

tenants are primarily physician and other practicing medical groups and certain of the Verity

13

Hospitals. Holdings is the borrower on approximately of $66 million on two series of non-

14

recourse financing secured by separate deeds of trust, revenue and accounts pledges, including

15

lease rents on each medical buildings (collectively “MOB Financing”). The MOB Financings

16

bear interest at a variable interest rate based on equal to One Month LIBOR plus a spread of 5.0%

17

with a floor of 6.23%. The secured lenders for the MOB Financings are affiliates of NantWorks,

18

LLC, which is an affiliate of Integrity.

19

124.

During May 2017, the California Statewide Communities Development Authority

20

issued $20 million of limited obligation tax exempt bonds, pursuant to the CaliforniaFIRST Clean

21

Fund Program in five series all with the same maturity date of September 2, 2047 (the “Clean

22

Fund Bonds”) as the conduit issuer for the benefit and obligation of Verity. The purpose of the

23

bond funding was to assist with clean energy construction efforts of the Seaton Medical Center

24

and are secured by Seton Medical Center’s voluntary agreement to special tax assessments by

25

Daley City. No other Debtor is liable for repayment of the Clean Fund Bonds. Wilmington Trust

26

National Association (“WTNA”) is the Trustee holding the construction funds, and a pre funded

27

capitalized interest fund and is the collateral agent for collection of the special tax assessments for

28

use in paying interest and principal on the Clean Fund Bonds. Interest on the Clean Fund Bonds
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accrues at 6.4%. The special assessment runs for a period which is the shorter of 30 years or the

2

early full defeasement of the Clean Fund Bonds.

3
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125.

Also in September 2017, the California Statewide Communities Development

4

Authority issued a single series $20 million of limited obligation tax exempt bonds pursuant to

5

the CaliforniaFIRST Program for the purpose of assisting with clean energy and seismic

6

improvement construction at Seton Medical Center (“NR2 Petros Bonds”). The NR2 Petros

7

Bonds also mature on September 2, 2047, but carry an interest rate of 6.45%. The NR2 Petros

8

Bonds are also California tax exempt and are secured by a special Daly City tax assessment on

9

Seton Medical Center property. No other Debtor is liable for repayment of the NR2 Petros

10

Bonds. The special assessment runs for a period which is the shorter of 30 years or the early full

11

defeasement of the NR2 Petros Bonds. WTNA is the Trustee holding the seismic improvement

12

funds, as well as a pre-funded interest payment fund.

13

126.

NantCapital also provided $40 million of unsecured debt financing for Verity as

14

reflected in two $20 million unsecured notes (the “Unsecured Notes”). The Unsecured Notes are

15

balloon notes with interest and principal payable at maturity in 2020 and carry annual

16

compounded interest rates of 7.25%.

17

C.

18

Unsecured Debt.
127.

The Debtors have approximately $500 million in total unsecured debt, including

19

disputed, unliquidated or contingent claims, which are comprised of claims made by vendors of

20

goods and services, cost report payables, pension obligations, management fees, and incurred but

21

not reported third party claims.
V.

22
23

128.

Sale Efforts

Prior to the Petition Date, the Debtors engaged in substantial efforts to market and

24

sell their assets. In June 2018, the Debtor engaged Cain Brothers, a division of KeyBanc Capital

25

Markets (“Cain”), to identify potential buyers of some or all of the Verity hospitals and related

26

assets and commenced discussions with those potential buyer.

27
28

129.

Cain prepared a Confidential Investment Memorandum (the “CIM”) and organized

an online data site to share information with potentially buyers and contacted over 110 strategic
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1

and financial buyers beginning in July 2018 to solicit their interest in exploring a transaction

2

regarding the Debtors and has advanced significantly towards achieving sales.

3

130.

In August 2018, as a result of its ongoing and broad marketing process, Cain has

4

received 11 Indications of Interest (“IOI”) to date, and expects to receive additional proposals on

5

or near the end of August. Shortly after the Petition Date, the Debtors, in consultation with Cain

6

and its other advisors, anticipate selecting an offer from one or more stalking horse bidder(s) to

7

acquire some or substantially all of the Debtors’ assets through a sale under § 363 of the

8

Bankruptcy Code.
V.

9
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131.

10

First-Day Pleadings

The Debtors request that the relief described below in the First-Day Motions be

11

granted, as each request constitutes a critical element in achieving the successful restructuring of

12

the Debtors for the benefit of its patients, creditors and the communities they serve.

13

A.

14

Administrative Motions.
132.

In the Motion of Debtors for Entry of an Order Directing the Joint Administration

15

of their Related Chapter 11 Cases (the “Joint Administration Motion”), the Debtors request entry

16

of an order directing joint administration of these chapter 11 cases for procedural purposes

17

pursuant to Bankruptcy Rule 1015(b) and that the Court maintain one file and one docket for all

18

of the chapter 11 cases under the lead case, Verity Health System of California, Inc.

19

133.

Joint administration of the chapter 11 cases will provide significant administrative

20

efficiencies without harming the substantive rights of any party in interest. Many of the motions,

21

hearings and orders that will be filed in the chapter 11 cases almost certainly will affect each of

22

the Debtors. The entry of an order directing joint administration of the chapter 11 cases will

23

reduce fees and costs by avoiding duplicative filings, objections, notices, and hearings, and will

24

allow all parties in interest to monitor the chapter 11 cases with greater ease and efficiency. The

25

relief requested in the Joint Administration Motion is in the best interests of the Debtors’ estates,

26

their creditors, and all other parties in interest and will enable the Debtors to continue to operate

27

their businesses in chapter 11 with the least disruption.

28
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In the Ex Parte Motion For Entry Of Order Extending Time To File Schedules Of

2

Assets And Liabilities, Schedules Of Executory Contracts And Unexpired Leases, And Statements

3

Of Financial Affairs (the “Schedules and SOFA Motion”), as set forth in the declaration of Anita

4

M. Chou, the Debtors request entry of an order granting additional time to file their schedules of

5

assets and liabilities, schedules of executory contracts and unexpired leases, and statements of

6

financial affairs. As a consequence of the size and complexity of the Debtors’ business

7

operations, the number of creditors likely to be involved in these chapter 11 cases, the numerous

8

critical operational matters that the Debtors’ management and employees must address, a 30-day

9

extension (without prejudice to further extensions) is necessary and appropriate.

10

135.

In the Debtors’ Emergency Motion (A) Approving the Debtors

Filing a

11

Consolidated List of Fifty Largest General Unsecured Creditors For All Cases; (B) Approving

12

The Debtors Filing A Consolidated Master Mailing Matrix For All Cases; and (C) Permitting the

13

Debtors’ Claims And Noticing Agent To Maintain The Master Mailing Matrix, the Debtors seek

14

entry of an order approving each Debtor having filed in its respective case: a consolidated list of

15

the fifty largest general unsecured creditors for all eighteen Debtors and a consolidated Master

16

Mailing Matrix for all 17 Debtors; and permitting the Debtor’s claims and Noticing Agent

17

(Kurztman Carson Consultants) to maintain and update the Master Mailing Matrix. There are 17

18

entities that are Debtors in these chapter 11 cases. As of the Petition Date, the Debtors estimate

19

that they have over $1 billion in liabilities and they have over 20,000-40,000 potential creditors

20

and parties in interest (on a consolidated basis) in these chapter 11 cases. Many of the Debtors’

21

creditors overlap. As such, requiring the Debtors to prepare individual Top 20 Lists of Creditors

22

and individual Mailing Matrixes for each Debtor would be an exceptionally burdensome task and

23

would greatly increase the risk and recurrence of error of information already on computer

24

systems maintained by the Debtors or their agents.

25

B.

26
27

Operational Motions Requesting Immediate Relief.
136.

The Debtors intend to ask for immediate relief with respect to the following First

Day Pleadings and, therefore, will present these motions at the First Day Hearing.

28
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a.
Emergency Motion Of Debtors For Interim And Final Orders (A) Authorizing
The Debtors To Obtain Post Petition Financing (B) Authorizing The Debtors To Use Cash
Collateral And (C) Granting Adequate Protection To Prepetition Secured Creditors Pursuant
To 11 U.S.C. §§ 105, 363, 364, 1107 And 1108 (the “Cash Collateral/DIP Motion”).
137.

By way of the Cash Collateral/DIP Motion, and as set forth in the Declaration of

5

Anita M. Chou (the “Chou Declaration”), Chief Financial Officer of VHS (“Chou Decl.”), in

6

support of the Cash Collateral/DIP Motion, the Debtors move, on an emergency basis, for entry

7

of an interim order (substantially in the form attached as Exhibit “A” to the Chou Declaration, the

8

“Interim Order”) and a final order (the “Final Order” and together with the Interim Order, the

9

“DIP Orders”) (i) (a) authorizing the Debtors to enter into a senior secured, superpriority debtor

10

in possession financing facility with Ally Bank, a subsidiary of Ally Financial, Inc., (the “DIP

11

Lender”), in an (a) interim amount not to exceed $30,000,000 and only as needed to avoid

12

immediate and irreparable harm, and (b) after a final hearing, amount up to $185,000,000 (as

13

amended, modified or otherwise in effect from time to time, the “DIP Facility”), substantially on

14

the terms set forth in the Chou Declaration and the Debtors In Possession Facility Agreement,

15

attached as Exhibit “1” to the proposed Interim Order (as amended, supplemented, or otherwise

16

modified and in effect from time to time, the “DIP Facility Agreement,” and together with all

17

other agreements, documents, notes, certificates, and instruments executed and/or delivered with,

18

to or in favor of the DIP Lender, (the “DIP Financing Agreements”), and (b) granting the DIP

19

Liens and the DIP Superpriority Claims (in each case, as defined below); (ii) authorizing the

20

interim use of Cash Collateral (as defined below) on the terms set forth in the Interim Order; (iii)

21

granting “adequate protection” to UMB Bank, N.A., as successor Master Trustee for the

22

Prepetition Secured Revenue Bonds, Series 2005 A, G and H (“2005 Bonds”) , U.S. Bank

23

National Association (“U.S. Bank”), as the Collateral Agent and Note Trustee for the Series 2015

24

A, B, C, and D and the Series 2017 A and B Revenue Notes (collectively, the “Working Capital

25

Notes”) and MOB Financing LLC and MOB Financing II LLC as holders of security interests in

26

Verity Holdings prepetition accounts, including rents arising from the prepetition MOB Financing

27

(described below) in the form of Adequate Protection Payments and Replacement Liens, each as

28

defined in the Chou Decl.; (iv) modifying the automatic stay as imposed by section 362 of the
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Bankruptcy Code to the extent necessary to implement and effectuate the terms of the DIP

2

Facility and the DIP Orders; and (v) scheduling an interim hearing to approve the proposed

3

Interim Order and a final hearing with respect to the relief requested herein (the “Final Hearing”).

4
5
6
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138.

Each Debtor has all requisite corporate power and authority to execute and deliver

the DIP Financing Agreements to which it is a party and to perform its obligations thereunder.
139.

Absent granting emergency access to the Debtors’ cash collateral, the Debtors will

7

not be able to made payroll or meet other obligations critical to the maintenance of safe facilities

8

and the delivery of effective acute care services for its patients and staff during the week ending

9

September 7, 2018. Absent emergency access to postpetition financing, the Debtors will lose

10

vendor support for critical postpetition deliveries of goods and services further burdening the

11

Debtors use of cash. Absent entry of an interim order granting the requested relief, the very

12

existence of the Hospitals will be threatened and the ability of the Hospitals to survive as long

13

term going concerns, whether or not owned by the Debtors, will be irreparably harmed.

14

b.
Emergency Motion Of Debtors For Entry Of Order: (I) Authorizing The Debtors
To (A) Pay Prepetition Employee Wages And Salaries, And (B) Pay And Honor Employee
Benefits And Other Workforce Obligations; And (II) Authorizing And Directing The
Applicable Bank To Pay All Checks And Electronic Payment Requests Made By The Debtors
Relating To The Foregoing; Memorandum Of Points And Authorities In Support Thereof (the
“Wage Motion”).

15
16
17
18

140.

By the Wage Motion, the Debtors move the Court for entry of an order

19

(i) authorizing the Debtors, in their discretion, to (a) pay prepetition employee wages and salaries,

20

and (b) pay and honor employee benefits and other workforce obligations (including remitting

21

withholding obligations, maintaining workers’ compensation and benefits programs, paying

22

related administration obligations, making contributions to retirement plans, and paying

23

reimbursable employee expenses) (collectively, the “Employee Obligations”); and (ii) authorizing

24

and directing the applicable bank to pay all checks and electronic payment requests made by the

25

Debtors relating to the foregoing.

26

141.

Wages.

The Employees are paid their wages and salaries (the “Wages”)

27

bi-weekly, in arrears, either five or six days after the end of every 14-day pay period, through

28

direct deposit or by check. The Debtors’ average bi-weekly gross payroll is approximately
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1

$25,394,994, which includes approximately $463,907 for executive payroll, $3,726,816 for

2

withholding obligations (relating to various taxes, claims and other obligations) and $208,476 for

3

retirement plan contribution matching. Under a bifurcated, constant pay cycle, Employees were

4

last paid on August 24 and 30, 2018. The next routine payroll dates covering all Employees’

5

accrued and unpaid prepetition Wages are scheduled for September 7, 13 and 14, 2018, and

6

expected to include approximately $15,353,375 that is attributable to prepetition Wages (the

7

“Requested Prepetition Payroll”), which the Debtors seek authority to pay by the Wage Motion.

8

The Debtors do not believe payments of Wages to any individual Employee will exceed the

9

$12,850 cap under § 507(a).

10

142.

Withholding and Union Obligations. In the ordinary course of their business, the

11

Debtors routinely withhold from the Wages certain amounts that the Debtors are required to

12

transmit to third parties for purposes such as Social Security and Medicare, federal and state or

13

local income taxes, contributions to the Debtors’ benefit plans, savings and retirement plan

14

contributions, union claims, garnishment, child support or other similar obligations pursuant to

15

court order or law (collectively, the “Withholding Obligations”). The Debtors owe approximately

16

$3,726,816 for Withholding Obligations in connection with the Requested Prepetition Payroll,

17

which the Debtors seek authority to pay by the Wage Motion. The Debtors are also required to

18

make certain Union-specific contributions, which are currently accrued and unpaid in the amount

19

of $85,089 on account of prepetition Wages, which the Debtors seek authority to pay by the Wage

20

Motion.

21

143.

Bonuses.

Certain Employees are eligible to receive sign-on, retention and

22

incentive bonuses. Payout opportunity is based on Employee position, title and location (i.e.,

23

Hospital or Systems Office). The Debtors do not, by the Wage Motion, seek permission to pay

24

any bonuses to continuing Employees but do seek the authority, in the Debtors’ discretion, to pay

25

the Employees for contractually agreed bonuses that accrued within the 180 days prior to the

26

Petition Date when their services with the Debtors are terminated so long as the total of the

27

payments already then made for prepetition Employee Obligations and the bonuses does not

28

exceed the statutory limit for priority claims of $12,850.
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Reimbursement Obligations. The Debtors customarily reimburse Employees who

2

incur business expenses in the ordinary course of performing their duties on behalf of the

3

Debtors. Such expenses typically include, but are not limited to, business-related travel expenses

4

(including mileage), business meals, relocation allowances, tuition reimbursement, and other

5

items specified in the CBAs. Based on historical experience, the Debtors anticipate that, as of the

6

Petition Date, the Debtors owe an estimated $30,200 in Reimbursement Obligations to their

7

Employees, which they seek authority to pay by the Wage Motion. The Debtors further seek to

8

continue to pay Reimbursement Obligations incurred postpetition in the ordinary course of the

9

Debtors’ business.

10

145.

Paid Time Off and Extended Sick Leave. Full-time and part-time Employees

11

become eligible to receive employment benefits beginning the first of the month following 30

12

days of employment (when they become “Eligible Employees”). Per diem Employees are not

13

Eligible Employees. The Debtors provide Eligible Employees with Paid Time Off (“PTO”) and

14

Extended Sick Leave (“ESL”), which are accrued annually and in increasing rates over successive

15

years. PTO is time off due to vacation, holiday, personal or incidental sick time. ESL kicks in (a)

16

immediately where the Eligible Employee is admitted for surgery, (b) after a 3-day waiting period

17

for a workers’ compensation

18

compensation is not implicated. As of the Petition Date, the Debtors are carrying approximately

19

$36.6 million on their books for 789,942 hours of accrued and unused PTO. Eligible Employees

20

are permitted to cash out their unused PTO on one or two occasions during the year depending on

21

the relevant Hospital or CBA. As of the Petition Date, the Debtors are carrying approximately

22

$17.5 million on their books for 372,000 hours of accrued and unused ESL. Some CBAs permit

23

Eligible Employees to cash out a portion of their unused ESL at retirement. By the Wage Motion,

24

the Debtors seek authority to honor their existing PTO and ESL policies to the extent it would

25

permit continuing Employees to use their prepetition accrued leave in the ordinary course of

26

business, and going forward. The Debtors are not, by the Wage Motion, seeking permission to

27

cash out any accrued and unused PTO or ESL of continuing Employees but do seek the authority,

28

in the Debtors’ discretion, to pay the Employees for unused PTO and/or ESL, as permitted per

injury, and (c) after a 7-day waiting period if workers’
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Hospital policy and relevant CBA terms, that accrued within the 180 days prior to the Petition

2

Date so long as the total of the payments for prepetition Employee Obligations does not exceed

3

the statutory limit for priority claims of $12,850.

4
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146.

Health Benefits.

The Debtors offer Eligible Employees the opportunity to

5

participate in a number of insurance and benefit programs, including, among other things, medical,

6

dental and vision plans, life insurance, short-term and long-term disability insurance, workers’

7

compensation, retirement plans and other insurance plans and benefits. As of the Petition Date,

8

the Debtors owed (a) approximately $3,162,816 to Healthnow as third-party administrator on

9

account of accrued and unpaid prepetition claims against the self-insured medical plans; (b)

10

approximately $48,060 to Cigna and Delta Dental for accrued and unpaid prepetition claims

11

against the self-insured dental plans; (c) approximately $60,150 to VSP for accrued and unpaid

12

prepetition claims on account of the self-insured vision plans. By the Wage Motion, the Debtors

13

seek authority to pay these prepetition claims. The Debtors believe that they are current on the

14

administration fees and premiums related to the health plans to pay their portion of any premiums

15

or administration fees for the health plans that accrued and remain unpaid as of the Petition Date,

16

and to turn over to Blue Shield of California any amounts sufficient to satisfy the portion of the

17

accrued and unpaid prepetition premiums to be paid by the Employees in connection with the

18

payment of the Wages and Withholding Obligations. By the Wage Motion, the Debtors also seek

19

authority to continue to pay, in their discretion and in the ordinary course of their business, the

20

administration fees, premiums for and claims under the health plans incurred postpetition. The

21

Debtors further seek, by the Wage Motion, to continue to perform any obligations under

22

Continuation Health Coverage (COBRA) in respect to former employees.

23

147.

Life, Disability and Workers’ Compensation.

The Debtors offer Eligible

24

Employees premium-based group life insurance and accidental death and dismemberment

25

insurance (“AD&D”) through UNUM; premium based short term (“STD”) and long term

26

disability coverage (“LTD”) through Cigna; workers’ compensation insurance through Old

27

Republic Insurance; and an employee assistance program through Optum. The Debtors are also

28

are obligated to Cigna on account of claims under the Federal Medical Leave Act (FMLA) and
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1

California Family Rights Act (CFRA). The Debtors believe that they are current on all the above

2

mentioned insurance policies and claims obligations. To the extent they are not, however, the

3

Debtors seek authority, by the Wage Motion, in their discretion, to pay any accrued and unpaid

4

prepetition premiums and related charges and to continue these benefits postpetition and to

5

deliver the Employees’ portion of any accrued and unpaid prepetition premiums to the

6

corresponding administrators.

7
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148.

Retirement Plans. As described in further detail above, the Debtors offer eligible

8

Employees the opportunity to participate in various retirement plans, including defined benefit

9

plans and defined contribution plans. By the Wage Motion, the Debtors seek authority to pay

10

their matching contributions that accrued and remain unpaid as of the Petition Date for the

11

retirement plans and to deliver the Employee contributions in connection with the payment of

12

Wages and Withholding Obligations described above. The Debtors also seek authority, by the

13

Wage Motion, to continue to pay, in their discretion and in the ordinary course of their business,

14

matching contributions for the retirement plans incurred postpetition.

15

149.

Miscellaneous Plans.

The Debtors also offer their eligible Employees the

16

opportunity to participate in a “Cafeteria Plan” through Alliant Choice Plus, which includes

17

voluntary critical care insurance, pet insurance, auto and home insurance.

18

reimbursement account and dependent care reimbursement account are administered through

19

Healthnow, and long-term care is administered through UNUM. All of these programs are 100%

20

funded by the Employees and are paid for through payroll deductions. By the Wage Motion, the

21

Debtors request authority to continue to honor these programs, in their discretion, and to continue

22

distributing to third-parties the payments for these programs in connection with the payment of

23

Wages and Withholding Obligations as described above, including the distributions of payments

24

that are for prepetition amounts due.

25

150.

The healthcare

The Debtors believe that substantially all of its Employees rely exclusively on

26

their compensation to pay their daily living expenses. Also, the Employee Benefit Programs are a

27

critical component of the Employees’ total compensation package. It is imperative to the

28

accomplishment of the Debtors’ goals in this case that the Debtors minimize any adverse impact
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1

of the chapter 11 filing on the Debtors’ workforce, patients, operations, and orderly

2

administration of these Cases. Any disruption to payment of the payroll in the ordinary course, or

3

to the continued implementation of employee programs in the Debtors’ discretion, would

4

adversely affect the Debtors’ goals in this case because such events are likely to cause some

5

employees to terminate their employment with the Debtors, will cause employees to be distracted

6

from their duties to care for the patients, and will hurt employee morale at a particularly sensitive

7

time for all employees.

8

repercussions on the Debtors’ ability to preserve its assets and administer its estate, to the

9

detriment of all constituencies. Accordingly, as set forth in the Wage Motion, the Debtors request

10

authority to continue paying the Employees and administering the Employee Benefit Programs

11

and any obligations related to the foregoing (subject to the Budget and any applicable payment

12

caps) in the ordinary course of business.

13

c.
Emergency Motion Of Debtors For Authority To: (1) Continue Using Existing
Cash Management System, Bank Accounts And Business Forms; (2) Implement Changes To
The Cash Management System In The Ordinary Course Of Business; (3) Continue
Intercompany Transactions; (4) Provide Administrative Expense Priority For Postpetition
Intercompany Claims; And (5) Obtain Related Relief; Memorandum Of Points And Authorities
In Support Thereof (the “Cash Management Motion”).

14
15
16
17

151.

Failure to honor the Employee Obligations could have severe

By the Cash Management Motion, the Debtors move the Court for the entry of an

18

order authorizing them, subject to the terms of the DIP Orders and DIP Financing Agreements to:

19

(1) continue to use their cash management system, including the continued maintenance of their

20

existing bank accounts (three of which include passive investing) and business forms; (2)

21

implement changes to their cash management system in the ordinary course of business, including

22

opening new or closing existing bank accounts; (3) continue to perform under and honor

23

intercompany transactions in the ordinary course of business, in their business judgment and at

24

their sole discretion; (4) provide administrative expense priority for postpetition intercompany

25

claims, all as set forth in more detail below; and (5) obtain related relief.

26

152.

The Debtors further request, by the Cash Management Motion, that the Court

27

authorize the financial institutions at which the Debtors maintain various bank accounts to (a)

28

continue to maintain, service and administer the Debtors’ bank accounts, and (b) debit the bank
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1

accounts in the ordinary course of business on account of (i) wire transfers or checks drawn on

2

the bank accounts, or (ii) undisputed service charges owed to the banks for maintenance of the

3

Debtors’ cash management system, if any.

4
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153.

The Debtors currently have 63 accounts (the “Accounts”) with five commercial

5

banks and one investment bank (collectively the “Banks”). The Debtors request authority to

6

continue utilizing the Accounts, subject to the terms of the DIP Orders and DIP Financing

7

Agreements. Requiring the Debtors to close certain of the Accounts and open new ones will

8

disrupt the Debtors’ cash flow – and, ultimately, impact patient care – because (i) the depositors

9

(some of which are governmental agencies) will not respond quickly to the change and will likely

10

continue to send deposits to the original deposit account, and (ii) the Debtors have certain

11

obligations (including for debt, pension and defined contribution) that they pay exclusively by

12

electronic funds transfer and changes to the payment accounts have the potential of slowing down

13

these crucial payments.

14

accounting personnel, who are already dealing with the many and varied issues related to these

15

Cases. Closing the Accounts and opening new ones under the circumstances described in the

16

corresponding Memorandum of Points and Authorities would needlessly cost the Debtors time

17

and money at a time when they are trying to conserve both, and would result in no discernible

18

benefit to the Debtors’ bankruptcy estates.

19

154.

Closing the Accounts will also increase the work of the Debtors’

The Debtors also request in the Cash Management Motion authority to continue

20

using their business forms without the designation “Debtors in Possession” on them for a limited

21

time. The Debtors’ forms are either electronically printed or can be electronically altered. The

22

Debtors seek the authority of this Court to utilize their electronically generated forms without the

23

“Debtors in Possession” designation until the adjustments to the software can be initiated and

24

existing stock is exhausted.

25

155.

Subject to the DIP Orders and DIP Financing Agreements, by the Cash

26

Management Motion, the Debtors request that the Court authorize them to continue using their

27

cash management system in connection with the continued use of Accounts and continued use of

28
- 44 108503415\V-3

Case 2:18-bk-20151-ER

Desc

1

the Debtors’ business forms; in furtherance thereof, the Debtors further request that the Court

2

authorize and direct the Banks to continue honoring the Debtors’ transactions.

3

d.
Emergency Motion Of Debtors For Order (A) Prohibiting Utilities From
Altering, Refusing, Or Discontinuing Service And (B) Determining Adequate Assurance Of
Payment For Future Utility Services (the “Utilities Motion”).

4
5
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156.

By the Utilities Motion, the Debtors move the Court for the entry of an order

6

authorizing them to (i) prohibiting utilities (collectively, the “Utility Companies” and

7

individually, a “Utility Company”) from altering, refusing, or discontinuing service without

8

further order of the Court; and (ii) determining adequate assurance of payment for future utility

9

services. The Debtors receive essential utility services from several Utility Companies.

10

Furthermore, the Debtors seek a determination that: (i) a deposit made by the Debtors to each

11

Utility Company in an amount equal to the average monthly invoice for prepetition services

12

provided to the Debtors by such Utility Company (the “Deposit”); (ii) the ability of any Utility

13

Company to obtain an initial hearing on the adequacy of the Deposit; and (iii) the ability of any

14

Utility Company to obtain an expedited hearing regarding further adequate assurance if the

15

Debtors fail to cure a post-petition payment default within twenty (20) days after written notice of

16

such default, constitute adequate assurance of payment for future utility services.

17

157.

As life-saving medical service providers, the Debtors are situated in a vulnerable

18

position―without the continual flow of vital services of Utility Companies, the mission of the

19

Debtors’ business would unravel, irreparably harming the Debtors and their patients who seek

20

medical care in the hospitals, medical centers, and clinics operated by the Debtors. Thus, I believe

21

that in order to ensure the timely and proper care of the patients and maintain ongoing business

22

operations, it is imperative the Debtors are able to rely on a consistent supply of these services.

23

158.

Specifically, uninterrupted electricity, gas, telephone, and similar services are

24

essential to the Debtors’ provision of medical services to the Debtors’ patients. Any interruption,

25

however brief, to utility services to the Debtors’ business will result in a serious disruption of the

26

Debtors’ business operations and dramatically affect patient care. Therefore, I believe that it is

27

critical that the Court prohibit the Utility Companies from altering, refusing or discontinuing

28

service to the Debtors without further order of this Court. The Deposit for each of the Utility
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1

Companies, coupled with the streamlined mechanism for requesting further adequate assurance

2

will provide adequate assurance of payment to the Utility Companies as well as safeguard the

3

Debtors’ continuing operations.

4

159.

The Debtors are current on payment to the Utility Companies. Further, the Debtors

5

have sufficient cash to pay their postpetition utility bills as they come due and have specifically

6

budgeted for such payments in the Debtors’ operating budget submitted in connection with the

7

Debtors’ Cash Collateral Motion.

8
9
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10

e.
Debtors’ Emergency Motion For Entry Of An Order Authorizing Debtors To
Honor Prepetition Obligations To Critical Vendors (the “Critical Vendors Motion”).
160.

By the Critical Vendors Motion, the Debtors move the Court for the entry of an

11

order authorizing, but not directing, the Debtors to continue to pay and/or honor the prepetition

12

claims, up to $20 million (the “Critical Vendor Cap”), with (i) an interim amount of up to $5

13

Million, and (ii) an additional amount of up to $15 Million, of their most critical vendors, in the

14

Debtors’ discretion and in the ordinary course of the Debtors’ business, pursuant to a carefully-

15

designed Protocol (defined below) overseen by a core, centralized team consisting of senior

16

members of Debtors’ management and professional advisors, and subject to the terms and

17

conditions. The Debtors will suffer irreparable harm without the relief requested in Critical

18

Vendors Motion.

19

161.

As life-saving medical service providers, the Debtors are situated in a vulnerable

20

position in that their entire mission would immediately unravel, irreparably harming the Debtors

21

and their patients without the continual flow of vital medical services, medical supplies, medical

22

equipment, physicians, nurses, nurse practitioners, physicians assistants, professional technicians

23

such as, imaging technicians, surgical technicians, sterile processing technicians and interim

24

clinical/management staff, coders, admission department staff, as well as non-medical services,

25

information technology support, and/or benefits.

26

162.

Additionally, local, state, and federal law places certain compliance requirements

27

on the Debtors. For example, as the operator of hospitals licensed under California state law and

28

certified to participate in the Medicare and Medicaid programs, the Debtors must comply with all
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1

hospital licensing and certification requirements, including those found in the Health and Safety

2

Code and in Title 22 of the California Code of Regulations, as well as the applicable Medicare

3

conditions of participation and corresponding Medicaid requirements. In addition to complying

4

with these overarching requirements, the Debtors must monitor and comply with all of the other

5

licensing and operational requirements that apply to the different service lines and programs

6

offered by the hospitals, including, for example, those applicable to the hospital pharmacies and

7

laboratories. These extensive, comprehensive requirements can only be fulfilled through

8

continued, uninterrupted access to various goods and services. Thus, in order to ensure the timely

9

and proper care of the patients and maintain ongoing business operations, it is imperative the

10

Debtors are able to rely on a consistent, quality supply of various physicians, nurses, nurse

11

practitioners, physicians assistants, professional technicians such as, imaging technicians, surgical

12

technicians, sterile processing technicians and interim clinical/management staff, coders,

13

admission department staff, as well as certain medical supplies, medical equipment, and services

14

provided by vendors, suppliers and/or service-providers that are “critical” to the Debtors’

15

businesses (the “Critical Vendors”).

16

163.

The Debtors’ Critical Vendors include the following categories of providers:

17

(i) uncompensated care contract physicians and on-call coverage physicians (collectively, the

18

“Uncompensated Care and On-Call Coverage Physicians”); (ii) medical directors (the “Medical

19

Directors”); (iii) medical staff officers and leadership positions (“Medical Leadership”);

20

(iv) physicians providing teaching services (“Physician Educators”); (v) medical services

21

providers (the “Medical Services Providers”); (vi) medical supplies and medical equipment

22

providers (collectively, the “Medical Supplies and Equipment Providers”); (vii) medical staffing

23

agencies and hospital-based services providers (collectively, the “Clinical Staffing”); (viii) non-

24

medical services providers (the “Non-Medical Services Providers”); (ix) information technology

25

services providers (the “IT Services Providers”); and (x) various employee benefits providers (the

26

“Benefits Providers”).

27
28
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The Debtors require the use of various physicians, the Uncompensated Care and

2

On-Call Coverage Physicians, who provide care to patients who lack the ability to compensate the

3

Debtors for their medical treatment (individually, “Uncompensated Care Contract Physicians”)

4

and the physicians who provide on-call services to cover the Debtors’ daily on-call needs

5

(individually, “On-Call Coverage Physicians”), all in order to ensure patient care. The

6

Uncompensated Care Contract Physicians routinely provide the following vital services: (i)

7

Emergency Room coverage; (ii) surgical procedures for any Patient who is uninsured or

8

underinsured; (iii) psychiatry; and (iv) cardiac services. The On-Call Coverage Physicians make

9

themselves available to the Debtors for certain periods of time to ensure that a specialist is

10

available at all times for emergency situations, including such emergent conditions as cardiac

11

arrest and immediate trauma. The On-Call Coverage Physicians routinely provide the following

12

areas of expertise:

13

neurosurgery; (vi) thoracic surgery; (vii) cardiac surgery; (viii) radiation oncology; (ix)

14

neurology, (x) psychiatry; (xi) nephrology; (xii) gastroenterology; (xiii) pediatric surgery; and

15

(xiv) obstetrics.

16

165.

(i) urology; (ii) general surgery; (iii) orthopedics; (iv) cardiology; (v)

Due to the strong economy and the tight labor market for professionals with

17

expertise, Uncompensated Care and On-Call Coverage Physicians have a vast array of working

18

opportunities available to them, and to the extent the Debtors are unable to ensure payment for

19

prepetition claims, these Uncompensated Care and On-Call Coverage Physicians will work at

20

other hospitals, resulting in a devastating impact on patient care and irreparable harm to the

21

smooth transition into chapter 11 and preservation and maximization of value for the benefit of

22

the Debtors’ creditors.

23

166.

Further, the Debtors require the use of various physicians who serve as Medical

24

Directors. As Medical Directors, it is their responsibility to ensure the hospital runs smoothly and

25

efficiently and according to local, state, and federal mandates in order to ensure patient care.

26

These Medical Directors supervise and coordinate the On-Call Coverage Physicians, provide vital

27

operating and administrative services, such as (i) the Long Term & Sub-Acute Unit; (ii)

28

Advanced Wound Care; (iii) the Comprehensive Spine Care Program; (iv) the Stroke Program;
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(v) Cardiac & Pulmonary Rehabilitation; (vi) Oncology; (vii) Non-Invasive Cardiology; (viii)

2

Radiation Therapy; (ix) the Intensive Care Unit and Neonatal Intensive Care Unit; (x) the

3

Antimicrobial Stewardship Program; (xi) Interventional Neurology; (xii) the Bioethics Program;

4

(xiii) the Catherization Laboratory; (xiv) the Skilled Nursing Facility, the Stroke Program; (xv)

5

Thoracic Surgery; (xvi) the Dialysis Center; and (xvii) Nuclear Medicine and Vascular

6

Laboratory. They also are vital for program quality, oversight, and risk management. There are

7

approximately 60 physicians serving as Medical Directors. Similar to the Uncompensated Care

8

and On-Call Coverage Physicians. I believe they also are vital for program quality, oversite, and

9

risk management. There are approximately 68 physicians serving as Medical Directors.

10

167.

Similar to the Uncompensated Care and On-Call Coverage Physicians, and due to

11

the strong economy and the low labor market for professionals with expertise, Medical Directors

12

are in demand and have a vast array of working opportunities available to them. To the extent the

13

Debtors are unable to ensure payment for prepetition claims to Medical Directors, these Medical

14

Directors will work at other hospitals, resulting in a devastating impact on patient care and

15

irreparable harm to the smooth transition into chapter 11 and preservation and maximization of

16

value for the benefit of the Debtors’ creditors.

17

168.

Debtors require the use of various physicians who serve as medical staff officers

18

and in other leadership positions, as required by each Hospital’s accreditation with The Joint

19

Commission (the “TJC”). Medical Leadership includes the Chiefs of Staff and all Department

20

Chairs required by each of the Debtors’ Medical Staff Bylaws, and by Title 22, including

21

physician oversight for cardiology, pulmonary, laboratory, stroke, and ST-elevation myocardial

22

infarction departments. The Chief Medical Officers are essential to ensure quality and risk

23

oversight. Without these physicians, who I believe can easily find competitive opportunities

24

elsewhere, the Debtors’ day-to-day programs will cease to function, resulting in a significant

25

impact on patient care and other irreparable harm to the Debtors’ Chapter 11 Cases.

26

169.

The Debtors require the use of various physicians, the Physician Educators, who

27

provide teaching services in the Debtors’ graduate medical education (the “GME”) program, a

28

legal requirement with which the Debtors must comply. The GME program simultaneously
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provides: (i) training for interns, residents, and fellows until they become independent and

2

licensed practitioners; and (ii) access to healthcare for elderly and impoverished patients.

3

Physician Educators are in high demand because the State of California mandates that every

4

teaching hospital support the efforts to provide access to high quality healthcare to its most

5

vulnerable population. To maintain Level 2 Trauma status, the Debtors must maintain the GME

6

program. Therefore, the Physician Educators are vital to maintaining the Debtors’ teaching

7

hospital status and affording access to healthcare, both of which are key to the Debtors’ Patient

8

care, ongoing operations, and/or potential sale of its assets for the benefit of its creditors and the

9

Estates.

10

170.

Debtors require the use of various Medical Services Providers, including, but not

11

limited to, those who provide services such as surgical anesthesia coverage, organ harvesting and

12

organ matching services, medical equipment sanitization, diagnostic interventional cardiology

13

services, interventional neuroradiology, imaging services, advanced wound care, pathology and

14

laboratory services, dialysis services, lithotripsy services, sterile compounding services,

15

rehabilitation staffing and management services, subacute management services, psychiatric

16

management services, hospitalist services, intensivist program services, medical screening

17

services, and medical instrument repair services. These services are vital to the Debtors’ day-to-

18

day operations, in particular with regard to Patient care, and the Debtor will suffer immediate

19

irreparable harm should the Court not grant the Debtors’ request to include the Medical Services

20

Providers as Critical Vendors.

21

171.

Debtors require the use of various medical supplies and medical equipment from

22

the Medical Supplies and Equipment Providers, including, but not limited to, blood and plasma,

23

heart valves, coronary intervention products, defibrillators, laparoscopic and minimally invasive

24

surgical supplies, neurosurgical supplies and neurology devices, other surgical medical products,

25

bone substitute biologics, regenerative vascular grafts, vaccinations and other pharmaceuticals,

26

nuclear medicines, medical gases, anesthesia medical equipment, laboratory medical supplies,

27

radiation equipment, gastrointestinal supplies, cochlear implants, orthopedic implants, spinal

28

implants, intraocular lenses and ophthalmology supplies, sterilization equipment and products,
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and fetal monitoring systems. Equipment includes medical equipment rentals, biomedical repair

2

tools and equipment, patient beds and stretchers, vital sign monitoring, infusion pumps,

3

medication supply stations, gastro-intestinal lab equipment, cardiac catherization lab equipment,

4

operating room equipment, imaging equipment, laboratory equipment, pharmacy dispensing

5

equipment, and transplant program equipment. The medical supplies and medical equipment the

6

Debtors receive from the Medical Supplies and Equipment Providers are vital to the Debtors’

7

day-to-day operations, to maintain Patient care, and the Debtors will suffer immediate irreparable

8

harm should the Court not grant the Debtors’ request to include the Medical Supplies and

9

Equipment Providers as Critical Vendors.

10

172.

The Debtors also require the Clinical Staffing, which are various medical groups,

11

staffing agencies, and other hospital-based services providers, to meet critical thresholds of

12

physicians, nurses, nurse practitioners, physicians assistants, professional technicians such as,

13

imaging technicians, surgical technicians, sterile processing technicians and interim

14

clinical/management staff, coders, and admission department staff servicing patients in

15

emergency and non-emergency room situations. The provision of physicians, nurses, professional

16

technicians such as, imaging technicians, surgical technicians, sterile processing technicians and

17

interim clinical/management staff, coders, and admission department staff is vital to service the

18

Debtors’ six active emergency rooms, trauma center, and the multiple medical specialty units

19

providing tertiary and quaternary care.

20

173.

Additionally, regarding the provision of nurses, the staffing supplementation is

21

essential because: (1) California has a mandatory statutory nurse to patient ratio, and so the

22

Debtors are required by law to meet certain ratios in order to operate on a daily basis; and (2) it is

23

difficult to recruit experienced staff―as opposed to recent graduates―for short-term

24

assignments. Indeed, these staffing agencies provide the requisite “registry” nurses who take short

25

single-day assignments and “traveler” nurses who take longer-term assignments to fill in during

26

busier seasons―e.g., flu season―and understaffed periods―e.g., during nurses strikes of

27

represented nurses―where the Debtors may not otherwise have sufficient numbers of nurses

28

between their core and per diem nurses.
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Moreover, many of the Clinical Staffing who provide physicians, nurses, nurse

2

practitioners, physicians assistants, professional technicians such as, imaging technicians, surgical

3

technicians, sterile processing technicians and interim clinical/management staff, coders, and

4

admission department staff to the Debtors will not staff the Debtors’ business if there is any

5

interruption or delay in the payment of the amounts due to them. Given the Debtors’ reliance on

6

the medical services provided by the Clinical Staffing to provide Patient care and otherwise fulfill

7

the Debtors’ daily medical services needs, and the fact that the Clinical Staffing can simply shift

8

their services to a medical services company, it is crucial that the Debtors be authorized to pay

9

any prepetition amounts due to the Clinical Staffing as Critical Vendors in the ordinary course of

10
11

business.
175.

The Debtors require use of Non-Medical Services Providers, including, but not

12

limited to, those who provide services such as payroll tax services, financial audit services, billing

13

services, cost reporting services, revenue cycle management services, consulting and education

14

services for various required national, state, and local accreditations and mandates, environmental

15

services, record retention services, building maintenance services, medical equipment

16

maintenance services, management services, and other similar services, as well as to seismic

17

contractors. Seismic contractors are designers, engineers, suppliers and constructors who are

18

engaged in the statutory work of retrofitting hospital structures to meet the SB1953 and

19

subsequent amendments that are required to be completed by December 31, 2019. Delay of the

20

projects will cause the Debtors to miss the regulated deadlines, risking the Debtors’ California

21

Department of Public Health license and suspension of such. These non-medical services are vital

22

to the Debtors’ day-to-day operations, particular with regard to Patient care, and the Debtor’s

23

ability to comply with regulatory requirements set by the State of California legislature, and the

24

Debtor will suffer immediate irreparable harm should the Court not grant the Debtors’ request to

25

include the Non-Medical Services Providers as Critical Vendors.

26

176.

The Debtors require use of various IT Services Providers who provide information

27

technology services, including, but not limited to, those who provide services such as diagnostic

28

technology, interoperability between devices, risk management and software services, revenue
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cycle management billing software and services, teleradiology services, customer relationship

2

management, networking solutions services, multi-function copiers, voice over internet protocol

3

system services, hosting services for applications, and point of care data management system

4

services. Critical patient care systems such as electronic health record systems and enterprise

5

resource planning systems must be maintained to ensure continuity and Patient care. I believe

6

these information technology services are vital to the Debtors’ day-to-day operations, in particular

7

with regard to Patient care, and the Debtor will suffer immediate irreparable harm should the

8

Court not grant the Debtors’ request to include the IT Services Providers as Critical Vendors.

9
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177.

The Debtors require certain Benefits Providers because the Debtors have

10

incentivized their employees to continue working through the continuation of company-

11

subsidized benefits, such as workers compensation, medical, dental, vision, short term and long

12

term care, leave of absence, and life insurance. If the Debtors are not permitted to pay any

13

prepetition premium amounts due to these Benefits Providers, the employees’ insurance coverage

14

will be jeopardized and the employees will likely seek employment elsewhere. Specifically, I

15

believe any disruption to payment of the employee benefits in the ordinary course (and in the

16

Debtors’ discretion), would adversely affect the Debtors’ goals in this Case because such events

17

are likely to cause some employees to terminate their employment with the Debtors, will cause all

18

employees to be distracted from their duties to care for the patients and the operations of the

19

hospitals, and will inevitably hurt employee morale at a particularly sensitive time for all

20

employees, resulting in severe repercussions on the Debtors’ ability to provide Patient care, and

21

to preserve their assets and administer the Estates, to the detriment of all constituencies. Since the

22

Debtors do not have the ability to quickly or cost-effectively replace their employees who provide

23

vital medical and non-medical services on a daily basis, it is critical that the Debtors be allowed

24

to continue these benefits in order to retain their employees and maintain their business

25

operations to preserve the full value of their assets for the benefit of their creditors. Therefore, the

26

Court should include Benefits Providers as Critical Vendors.

27
28

178.

I, along with the Debtors, am mindful of the Debtors’ fiduciary obligations to seek

to preserve and maximize the value of their Bankruptcy Estate. To that end, the Debtors and their
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1

advisors have engaged in an intense process of reviewing and analyzing the Debtors’ books and

2

records, consulting operations management and purchasing personnel, reviewing contracts and

3

supply agreements, and analyzing applicable laws, regulations, and historical practices to identify

4

business relationships―which, if lost, could materially harm the Debtors’ patients, the Debtors’

5

businesses, reduce their enterprise value, and/or impair their restructuring process―all in an

6

effort to identify only those most critical vendors using their business judgment (the “Protocol”).

7

Such Protocol is on-going; however, the amounts proposed to be paid to the Critical Vendors are

8

already provided for in the Debtors’ operating budget submitted in connection with the Debtors’

9

Cash Collateral Motion.

10

179.

Indeed, during the Protocol process, the Debtors and I have deemed certain

11

vendors as critical because each of these Critical Vendors meets the following criteria: (a) the

12

vendor is essential to patient care, supports maintaining the Debtors’ business in full compliance

13

with California’s Title XII requirements for operating general acute care hospitals in the state of

14

California, and allows the Debtors to maintain their business postpetition until reorganization

15

and/or sale of the Debtors’ assets for the benefit of creditors; (b) the vendor is indispensable for

16

providing vital goods or services, replacing said vendor would be prohibitively expensive, or said

17

vendor is otherwise critical to prevent the diversion of management and key personnel to solicit

18

other vendors to provide comparable goods or services and to prevent other unnecessary

19

distraction during the extensive transitional period; (c) the vendor holds an unpaid prepetition

20

claim for the provision of goods or services; (d) the vendor will refuse to deliver goods or provide

21

services without payment of the prepetition claim and the automatic stay imposed by section

22

362(a) will be inadequate to address the issue; (e) cash on delivery is unlikely to provide the

23

requisite incentive for the vendor to continue providing goods or services; (f) the Debtors lack a

24

long-term contractual relationship with the vendor that would oblige the vendor to continue the

25

prepetition relationship, and the Debtors are otherwise without adequate leverage to compel

26

performance on commercially reasonable terms; and (g) the Debtors will suffer immediate and

27

irreparable harm if the vendor is not specially incentivized to continue providing goods or

28

services. The Debtors will use commercially reasonable efforts to require the vendor to sign a
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CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION
In re

Lead Case No. 2:18-bk-20151-ER

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC., et al.,

(Proposed To Be) jointly administered with:
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________;
Case No. 18-_________; Case No. 18-__________

Debtors and Debtors In Possession.
 Affects All Debtors
 Affects Verity Health System of
California, Inc.
 Affects O’Connor
 Affects Saint Louise Regional Hospital
 Affects St. Francis Medical Center
 Affects St. Vincent Medical Center
 Affects Seton Medical Center
 Affects O’Connor Hospital Foundation
 Affects Saint Louise Regional Hospital
Foundation
 Affects St. Francis Medical Center of
Lynwood Foundation
 Affects St. Vincent Foundation
 Affects St. Vincent Dialysis Center, Inc.
 Affects Seton Medical Center Foundation
 Affects Verity Business Services
 Affects Verity Medical Foundation
 Affects Verity Holdings, LLC
 Affects De Paul Ventures, LLC
 Affects De Paul Ventures - San Jose
Dialysis, LLC

Chapter 11 Cases
NOTICE OF ERRATA TO DECLARATIONS OF
RICHARD G. ADCOCK [DOCKET NOS. 3 AND
8]

Debtors and Debtors In Possession.

28
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1

THE HONORABLE ERNEST M. ROBLES, UNITED STATES BANKRUPTCY JUDGE

2

FOR THE CENTRAL DISTRICT OF CALIFORNIA, AND ALL PARTIES ENTITLED

3

TO NOTICE:

4

PLEASE TAKE NOTICE that Verity Health System of California, Inc. (“VHS”) hereby

5

corrects the amount of the liabilities set forth in the declarations of Richard G. Adcock [Docket

6

No. 3, at 7, lines 23-24 and Docket No. 8, at 21, lines 19-20], which inadvertently included a

7

comma instead of a period. VHS and the above-captioned affiliated debtors’ consolidated

8

unaudited financial statements reflect total liabilities of approximately $1.278 billion.

9
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Dated: August 31, 2018

11
12

DENTONS US LLP
SAMUEL R. MAIZEL
JOHN A. MOE, II
TANIA M. MOYRON
By

13
14

/s/Tania M. Moyron
Tania M. Moyron

Proposed Attorneys for the Chapter 11 Debtors
and Debtors In Possession

15
16
17
18
19
20
21
22
23
24
25
26
27
28
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Title 11, California Code of Regulations, § 999.5(d)(1)(B)

A complete copy of all proposed written agreements or contracts to be entered into by the
applicant and the transferee that relate to or effectuate any part of the proposed transaction
1. Attached to this Section 999.5(d)(1)(B) as Exhibit 1, is a copy of the Asset Purchase
Agreement, including copies of the draft Bill of Sale, draft Real Estate Assignment
Agreement, draft Quitclaim Deeds, and draft Transfer Agreement, as well as all other
exhibits, schedules, and attachments. 1
2. Attached to this Section 999.5(d)(1)(B) as Exhibit 2, is a copy of the Order (A) Authorizing
The Sale Of Certain Of The Debtors’ Assets To Prime Healthcare Services, Inc. Pursuant
to the APA Attached Hereto Free And Clear Of Liens, Claims, Encumbrances, And Other
Interests; (B) Approving The Assumption And Assignment Of Certain Assigned Contracts
Related Thereto; And (C) Granting Related Relief (“Sale Order”) [Docket No. 4511].
3. Attached to this Section 999.5(d)(1)(B) as Exhibit 3, is a copy of the Debtors’
Memorandum In Support Of Entry Of An Order Pursuant to 11 U.S.C. §363(b), (f), and
(m), (A) Authorizing The Sale Of St. Francis Medical Center and Related Assets Free And
Clear Of All Claims, Liens And Encumbrances; (B) Authorizing The Assumption And
Assignment Of Designated Executory Contracts And Unexpired Leases; And (C) Granting
Related Relief [Docket No. 4471] (the “Winning Bidder Motion”).
4. Attached to this Section 999.5(d)(1)(B) as Exhibit 4, is a copy of the Order (1) Approving
Auction Sale Format and Bidding Procedures, (2) Approving Process for Discretionary
Selection of Stalking Horse Bidder and Bid Protections; (3) Approving Form Of Notice To
Be Provided To Interested Parties; (4) Scheduling A Court Hearing To Consider Approval
Of The Sale To The Highest And Best Bidder; And (5) Approving Procedures Related To
The Assumption Of Certain Executory Contracts And Unexpired Leases [Docket No. 4165]
(the “Bid Procedures Order”).
5. Attached to this Section 999.5(d)(1)(B) as Exhibit 5, is a copy of Debtors' Notice of Motion
and Motion for the Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement;
(2) Approving Auction and Sale Format and Bidding Procedures; (3) Approving
Process for Discretionary Selection of Stalking Horse Bidder and Bid Protections; (4)
Approving Form of Notice to be Provided to Interested Parties; (5) Scheduling a Court
Hearing to Consider Approval of the Sale to the Highest and Best Bidder; and (6)
Approving Procedures Related to the Assumption of Certain Executory Contracts and
Unexpired Leases; and (II) An Order Authorizing the Sale of Property Free and Clear of
All Claims Liens and Encumbrances [Docket No. 4069], which includes the Declaration of
James M. Moloney In Support Thereof (the “Moloney Declaration”) [Docket No. 4132].

The APA was previously filed with the Bankruptcy Court. Now that the Transaction has been approved, a fully
executed copy of the APA along with the schedules will be filed with the Court.

1

Title 11, California Code of Regulations,§ 999.5(d)(l)(B)
Exhibit 1

ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and
PRIME HEALTHCARE SERVICES, INC.
(as “Purchaser”)

Dated April 3, 2020
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to come
Attached
Attached
to come
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to come
to come

ASSET PURCHASE AGREEMENT
This Asset Purchase Agreement (the “Agreement”) is made and entered into as of April 3,
2020 (the “Signing Date”) by and among St. Francis Medical Center, a California nonprofit public
benefit corporation (“SFMC”), Verity Holdings, LLC (“Verity Holdings”), a California limited
liability company and Verity Health System of California, Inc., a California nonprofit public
benefit corporation (“VHS” and, together with SFMC and Verity Holdings, the “Sellers” and each
individually a “Seller”) and Prime Healthcare Services, Inc., a Delaware corporation
(“Purchaser” and, together with the Sellers, the “Parties” and each individually a “Party”).
RECITALS
A.
SFMC engages in the business of operating a hospital known as St. Francis
Medical Center (“St. Francis”) in the City of Lynwood, California, including the hospital
pharmacy, laboratory and emergency department as well as through the medical office buildings
and clinics owned or operated by SFMC (with St. Francis, collectively referred to herein, as the
“Hospital”).
B.
VHS is the sole member of SFMC and Verity Holdings. Verity Holdings
owns and rents certain properties on or near the Hospital campus.
C.
Purchaser desires to purchase from Sellers, and Sellers desire to sell to
Purchaser, the assets described in Section 1.7 below for the consideration and upon the terms and
conditions contained in this Agreement.
D.
On August 28, 2018, Sellers filed voluntary petitions for relief under
Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the Central District of California, Los Angeles Division, before the
Honorable Ernest M. Robles (the “Bankruptcy Court”), which are jointly administered with their
affiliates under Case No. 18-20151 (the “Bankruptcy Cases”).
E.
On February 10, 2020, Sellers filed the Debtors’ Notice of Motion and
Motion for the Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2)
Approving Auction Sale Format, Bidding Procedures and Stalking Horse Bid Protections; (3)
Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling a Court Hearing
to Consider Approval of the Sale to the Highest Bidder; and (5) Approving Procedures Related to
the Assumption of Certain Executory Contracts and Unexpired Leases; and (II) an Order (A)
Authorizing the Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum Of Points And Authorities In Support Thereof [Docket No. 4069] (the “Bidding
Procedures Motion”) which was approved by an order of the Bankruptcy Court (the “Bidding
Procedures Order”) [Docket No. 4165] and pursuant thereto the Parties have entered into this
Agreement.
F.
The Parties intend to effectuate the transactions contemplated by this
Agreement through a sale of the Assets pursuant to the Bidding Procedures and as approved by
the Bankruptcy Court pursuant to Sections 363 and 365 of the Bankruptcy Code.
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AGREEMENT
NOW, THEREFORE, in consideration of the foregoing premises and the mutual
promises and covenants contained in this Agreement, and for their mutual reliance and
incorporating into this Agreement the above recitals, the Parties hereto agree as follows:
ARTICLE 1
SALE AND TRANSFER OF ASSETS;
CONSIDERATION; CLOSING
1.1

Purchase Price.

(a)
Subject to the terms and conditions of this Agreement, the aggregate
consideration shall be as follows:
(i)
Payment to Sellers of a cash base purchase price (“Base Price”) as
follows: Two Hundred Million Dollars ($200,000,000); provided, that in
the event at Closing the Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)) is more than Fifty Million Dollars ($50,000,000) less
than the Prior Period Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)), the Purchaser shall offset from the portion of the
remaining QAF V net receipts collected after Closing (but not by more than
an aggregate of Thirty Million Dollars ($30,000,000)) one dollar for every
dollar of difference between Prior Period Annualized Normalized EBITDA
and Annualized Normalized EBITDA over Fifty Million Dollars
($50,000,000) up to Eighty Million Dollars ($80,000,000). In the event that
the QAF V payments are insufficient to satisfy the amount of offset, then
Purchaser shall have offset rights from the Seller’s QAF VI Seller Net
Payments;
(ii)
Sellers shall retain, as an Excluded Asset, the QAF V Payments
(defined below) and the QAF VI Seller Net Payments (defined below) as
described in Section 1.8(b), which are currently estimated at Twenty-Nine
Million Dollars ($29,000,000) in connection with the QAF V Payments and
Eighty-Three Million Dollars ($83,000,000) in connection with the QAF VI
Seller Net Payments;
(iii) Cash payment of Sixty-One Million Dollars ($61,000,000) (the
“A/R Target Amount”) as consideration for the Accounts Receivable
transferred at Closing (subject to adjustment in Section 1.12);
(iv)
Cash payment for Sellers’ payroll liabilities at Closing (the “Payroll
Amount”) (which as of October 31, 2019, had an aggregate value of
approximately Five Million Dollars ($5,000,000));
(v)
Cash payment for accrued vacation and other paid time-off of
Sellers’ employees at Closing (the “PTO Amount”) (which as of October
2
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31, 2019, had an aggregate value of approximately Ten Million Dollars
($10,000,000));
(vi)
An amount equal to the Cure Costs (defined below) associated with
outstanding liabilities of Sellers under any Assigned Leases and/or
Assigned Contracts; and
(vii)

An amount determined in accordance with Section 1.6.

(b)
At the Closing, Purchaser shall pay to Sellers, by wire transfer of
immediately available funds to the accounts specified by Sellers to Purchaser in writing, an
aggregate amount equal to the Base Price, plus the A/R Target Amount, plus the Cure Cost
Amount, plus the PTO Amount, plus the Payroll Amount (collectively, the “Purchase Price”),
minus the Deposit (defined below).
(c)
For purposes of this Agreement, the “QAF Program” means the California
Department of Health Care Services (“DHCS”) Hospital Quality Assurance Fee Programs V
(“QAF V”) and VI (“QAF VI”). During the period prior to the Closing, Sellers shall pay or permit
DHCS to offset from amounts owed to St. Francis any fees due and owing prior to the Closing
under QAF V and QAF VI (such payments or offsets shall be included in the formula described in
Section 1.8(b)), and Sellers shall be entitled to retain all payments received under QAF V and QAF
VI.
(d)
Separate from, and in addition to, the Purchase Price, Purchaser commits to
invest Forty-Seven Million Dollars ($47,000,000) in capital expenditures for St. Francis (including
NPC-3 seismic compliance responsibilities).
1.2
Deposit. Purchaser has deposited an amount equal to $27,725,342.48 (the “Initial
Deposit”) by wire transfer to Chicago Title Insurance Company (“Escrow Agent”) pursuant to
that certain Escrow Agreement attached hereto as Exhibit 1.2. Within two (2) business day after
the date of the conclusion of the auction for the Assets, if any, if Purchaser is the Prevailing Bidder
(as defined below) and as a result of such auction has opted to increase the Purchase Price (the
“Auction Purchase Price”), Purchaser shall deposit an additional amount with the Escrow Agent
such that the total amount deposited with the Escrow Agent is equal to ten percent (10%) of the
Auction Purchase Price (the Initial Deposit and any additional amount deposited with the Escrow
Agent (if any) referred to collectively as the “Deposit”) by wire transfer to the Escrow Agent. All
fees of the Escrow Agent shall be paid by Purchaser. The Deposit shall be non-refundable in all
events, except in the event the Closing does not occur due to Purchaser’s termination of the
Agreement pursuant to Sections 9.1 (a), (c), (d), (f), (g), (h) or (i) hereof. Upon Closing, the
Deposit will be credited against the Purchase Price.
1.3
Closing Date. The consummation of the transactions contemplated by this
Agreement (the “Closing”) shall take place at the offices of Dentons US LLP, 601 South Figueroa
St., Suite 2500, Los Angeles, CA 90017-5704 (the day on which Closing actually occurs, the
“Closing Date”) within three (3) business days following the satisfaction or waiver of the
conditions set forth in ARTICLE 7 and ARTICLE 8, and other than those conditions that by their
nature are to be satisfied at Closing but subject to fulfillment or waiver of those conditions. The
3
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Closing shall be deemed to occur and to be effective as of 12:00 a.m. pacific time on the day
immediately after the Closing Date (the “Effective Time”). Purchaser and Sellers agree that
because the change of ownership and regulatory approval process may take an extended period of
time, at the Effective Time, the Assets (less any Assets constituting drugs or pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (as such terms are defined below)) will be sold to
Purchaser and immediately leased back to Sellers (substantially in the form of the Leaseback
Agreement attached hereto as Exhibit 1.3(a), the “Leaseback Agreement”), with a concurrent
management arrangement (substantially in the form of the Interim Management Agreement
attached hereto as Exhibit 1.3(b), the “IMA”). On the effective date that Purchaser obtains a
general acute care hospital license from the California Department of Public Health (“CDPH”)
and a hospital pharmacy permit from the California State Board of Pharmacy (“BOP”) (i) the
Leaseback Agreement and IMA will terminate and (ii) the drugs and pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements will be transferred to Purchaser (without payment of
any additional Purchase Price) (the “Licensure Date”). For the avoidance of any doubt, the
Licensure Date shall be the date the Purchaser’s hospital license and pharmacy permit are effective,
even if they are not actually issued until a later date. The Licensure Date may be determined based
on oral assurances from CDPH and the BOP.
1.4
Items to be Delivered by Sellers at Closing. At or before the Closing, Sellers shall
deliver, or cause to be delivered, to Purchaser the following:
(a)
a Bill of Sale substantially in the form of Exhibit 1.4(a) attached hereto (the
“Bill of Sale”), duly executed by each Seller;
(b)
Real Estate Assignment Agreements (the “Real Estate Assignments”) in
the form of Exhibit 1.4(b) attached hereto with respect to (i) the Leased Real Property, and (ii) the
Tenant Leases, each duly executed by the applicable Sellers;
(c)
Quitclaim Deeds in the form of Exhibit 1.4(c) attached hereto with respect
to the real property listed in Schedule 1.4(c), together with all plant, buildings, structures,
installments, improvements, fixtures, betterments, additions and constructions in progress situated
thereon (the “Owned Real Property”) duly executed by SFMC and Verity Holdings as applicable;
(d)
an Assigned Contract Transfer Agreement (the “Transfer Agreement”) in
the form of Exhibit 1.4(d) attached hereto, duly executed by the applicable Sellers;
(e)

evidence of payment of all Cure Costs;

(f)
the Transition Services Agreement (the “Transition Services Agreement”)
in form attached hereto as Exhibit 1.4(f), duly executed by the applicable Sellers;
(g)

the Leaseback Agreement and IMA, duly executed by SFMC;

(h)
favorable certificates of good standing, of each Seller, issued by the State
of California, dated no earlier than a date which is fifteen (15) calendar days prior to the Closing
4
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Date;
(i)
a duly executed certificate of an officer of each Seller certifying to
Purchaser (i) the incumbency of the officers of such Seller on the Signing Date and on the Closing
Date and bearing the authentic signatures of all such officers who shall execute this Agreement
and any additional documents contemplated by this Agreement and (ii) the due adoption and text
of the resolutions or consents of the Board of Directors of such Seller authorizing (I) the transfer
of the Assets and transfer of the Transferred Obligations by such Seller to Purchaser and (II) the
due execution, delivery and performance of this Agreement and all additional documents
contemplated by this Agreement, and that such resolutions have not been amended or rescinded
and remain in full force and effect on the Closing Date;
(j)

a certified copy of the Sale Order (as defined below);

(k)
non-foreign affidavits of SFMC and Verity Holdings, as applicable, dated
as of the Closing Date, in the form of Exhibit 1.4(k); and
(l)
Any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.5
Items to be Delivered by Purchaser at Closing. At or before the Closing, Purchaser
shall deliver or cause to be delivered to Sellers the following:
(a)

payment of the Purchase Price, minus the Deposit;

(b)
a duly executed certificate of the Secretary of Purchaser certifying to Sellers
(a) the incumbency of the officers of Purchaser on the Signing Date and on the Closing Date and
bearing the authentic signatures of all such officers who shall execute this Agreement and any
additional documents contemplated by this Agreement and (b) the due adoption and text of the
resolutions of the Board of Directors of Purchaser authorizing the execution, delivery and
performance of this Agreement and all additional documents contemplated by this Agreement, and
that such resolutions have not been amended or rescinded and remain in full force and effect on
the Closing Date;
(c)
favorable certificate of good standing, of Purchaser, issued by the California
Secretary of State dated no earlier than a date which is fifteen (15) calendar days prior to the
Closing Date;
(d)

the Transition Services Agreement, duly executed by Purchaser;

(e)

the Leaseback Agreement and IMA, duly executed by Purchaser;

(f)

the Bill of Sale, duly executed by Purchaser;

(g)

the Real Estate Assignment(s), duly executed by Purchaser;

(h)

the Transfer Agreement, duly executed by Purchaser;
5
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(i)
Preliminary Change of Ownership Report(s) (BOE-502-A) with respect to
the Owned Real Property, duly executed by Purchaser; and
(j)
any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.6
Prorations and Utilities. All items of income and expense listed below with respect
to the Assets shall be prorated in accordance with the principles and the rules for the specific items
set forth hereafter:
(a)
All transfer, conveyance, sales, use, stamp, similar state and local taxes
arising from the sale of the Assets hereunder shall be the responsibility of, and allocated to,
Purchaser.
(b)
Other than the Utility Deposits (defined below), which are governed by
Section 1.8(n), and other than with respect to Cure Costs, the following costs and expenses shall
be prorated based upon the payment period (i.e., calendar or other tax fiscal year) to which the
same are attributable: (i) all real estate and personal property lease payments, real estate and
personal property taxes, real estate assessments and other similar charges against real estate, (ii)
power and utility charges, (iii) payments made by Sellers for information technology software or
services for periods after the Effective Time, (iv) payments made by Sellers in association with
Licenses or dues paid to government and non-governmental agencies for calendar year 2020, and
(v) other similar costs for items or services which continue past the Effective Time (collectively,
the “Prorated Charges”). Sellers shall pay at or prior to the Closing (or Purchaser shall receive
credit for) any unpaid Prorated Charges attributable to periods or portions thereof occurring prior
to the Effective Time, and Purchaser shall be responsible for or, to the extent previously paid by
Sellers, pay to Sellers at the Closing all Prorated Charges attributable to periods or portions thereof
occurring from and after the Effective Time. In the event that as of the Closing Date the actual tax
bills for the tax year or years in question are not available and the amount of taxes to be prorated
as aforesaid cannot be ascertained, then rates, millages and assessed valuation of the previous year,
with known changes, shall be used. The Parties agree that if the real estate and personal property
tax prorations are made based upon the taxes for the preceding tax period, the prorations shall be
re-prorated after the Closing. As to power and utility charges, “final readings” as of the Closing
Date shall be ordered from the utilities; the cost of obtaining such “final readings,” if any, shall be
paid by Purchaser.
(c)
Sellers shall be entitled to all rents and other payments under Tenant Leases
accruing for the period prior to the Effective Time (“Pre Effective Time Lease Amounts”), and
Purchaser shall be entitled to all rents and other payments under tenant leases accruing for the
period after the Effective Time (“Post Effective Time Lease Amounts” and together with the Pre
Effective Time Lease Amounts, the “Lease Amounts”). All Lease Amounts that are collected
prior to the Closing shall be prorated as of the Closing in accordance with the immediately
preceding sentence. All Lease Amounts that are accrued but unpaid as of the Closing (including,
without limitation, rents and other payments accrued prior to the Closing but payable in arrears
after the Closing) (collectively, the “Unpaid Amounts”) shall belong to Sellers, and Purchaser
shall, upon receipt of said rents and other payments, receive the same in trust for Sellers and shall
6
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promptly remit any of such amounts to Sellers within ten (10) days after Purchaser’s receipt of
same.
(d)
If Purchaser requests that Sellers transfer electronic medical records in a
specific electronic format due to the Sellers’ electronic medical record (“EMR”) system and
Purchaser’s EMR system not being interoperable, then Purchaser shall reimburse, on the Closing
Date, all amounts paid or to be paid by Sellers to transfer electronic medical records to Purchaser
in such different electronic format.
(e)
All prorations and payments to be made under the foregoing provisions
shall be agreed upon by Purchaser and Sellers prior to the Closing and shall be binding upon the
Parties; provided, however, with respect to the Unpaid Amounts, in the event any proration,
apportionment or computation shall prove to be incorrect for any reason, then either Sellers or
Purchaser shall be entitled to an adjustment to correct the same, provided that said Party makes
written demand on the Party from whom it is entitled to such adjustment within fifteen (15)
calendar days after the erroneous payment or computation was made, or such later time as may be
required, in the exercise of due diligence, to obtain the necessary information for proration.
(f)

This Section 1.6 shall survive Closing.

1.7
Transfer of Sellers Assets. On the Closing Date, subject to the terms and conditions
of this Agreement and except as otherwise contemplated in Section 1.3, Sellers shall sell, assign,
transfer, convey and deliver to Purchaser, free and clear of all interests, including but not limited
to all liens, privileges, pledges, security interests, rights of first refusal, options, defects in title and
encumbrances (“Encumbrances”) other than the Permitted Exceptions (defined below), and
Purchaser shall acquire, all of Sellers’ right, title and interest in and to only the following assets
and properties, as such assets shall exist on the Closing Date, to the extent not included among the
Excluded Assets, such transfer being deemed to be effective at the Effective Time (the “Assets”):
(a)
all of the tangible personal property owned by Sellers, or to the extent
assignable or transferable by Sellers, and used by Sellers in the operation of the Hospital, including
equipment, furniture, fixtures, machinery, vehicles, office furnishings and leasehold improvements
(the “Personal Property”);
(b)
subject to Section 1.7(e), all of Sellers’ rights, to the extent assignable or
transferable, to all licenses, permits, approvals, certificates of exemption, franchises, accreditations
and registrations and other governmental licenses, permits or approvals issued to Sellers for use in
the operation of the Hospital (the “Licenses”), including, without limitation, the Licenses set forth
on Schedule 1.7(b), except to the extent Purchaser elects, in its discretion, not to take assignment
of any such Licenses;
(c)
all of Sellers’ interest in and to the Owned Real Property and all of Sellers’
interest, to the extent assignable or transferable and that have been designated by Purchaser, in and
to all of the following (the “Assigned Leases”): (i) the real property leases for all real property
leased by Sellers and set forth on Schedule 1.7(c)(i) (the “Leased Real Property”), and (ii) the
real property leased or subleased by Sellers to a third party and set forth on Schedule 1.7(c)(ii) (the
“Tenant Leases”);
7
US_Active\114483166\V-7

(d)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Effective Time, to the extent assignable or transferable, all contracts and agreements
(including, but not limited to, purchase orders) that have been designated by Purchaser as an
Assigned Contract, pursuant to Section 1.11 and appearing on Schedule 1.7(d);
(e)
all of Sellers’ interest in, from and after the Licensure Date, to the extent
assignable or transferable, the Hospital’s Medicare Provider Agreement (and provider number)
and the Hospital’s Medi-Cal Provider Agreement (and provider number) (collectively, the
“Medicare/Medi-Cal Agreements”);
(f)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Licensure Date, to the extent assignable or transferable, in and to any of the Hospital’s
managed care, pre-paid, capitated or other full-risk health plan agreements (collectively, the
“Managed Care Agreements”) that have been designated by Purchaser as an Assigned Contract
pursuant to Section 1.11 (to the extent so designated, the “Transferred Managed Care
Agreements”);
(g)
subject to Section 4.6, all of Sellers’ interest in, and all of Sellers’
obligations due under, from and after the Licensure Date, to the extent assignable or transferable,
in and to any of the Hospital’s services, participation or provider agreements with private health
plans, insurers or other third party payors (collectively, the “Private Payor Agreements”) that
have been designated by Purchaser as an Assigned Contract pursuant to Section 1.11 (to the extent
so designated, the “Transferred Private Payor Agreements”), provided that, Private Payor
Agreements shall not include any “risk-sharing” agreements with independent physician
associations;
(h)
to the extent assignable or transferable, all inventories of supplies, drugs,
food, janitorial and office supplies and other disposables and consumables (i) located at the
Hospital or (ii) used in the operation of the Hospital (the “Inventory”) except as set forth in
Sections 1.3 and 1.8(i);
(i)
other than Utility Deposits, all prepaid rentals, deposits, prepayments and
similar amounts relating to the Assigned Contracts and/or the Assigned Leases, which were made
with respect to the operation of the Hospital (the “Prepaids”);
(j)
to the extent assignable or transferable, all of the following that are not
proprietary to Sellers and/or owned by or proprietary to Sellers’ affiliates: operating manuals, files
and computer software with respect to the operation of the Hospital, including, without limitation,
all patient records, medical records, employee records, billing records, financial records,
equipment records, construction plans and specifications, and medical and administrative libraries;
provided, however, that any electronic medical records may be transferred in paper or “pdf” if
Sellers’ EMR system and Purchaser’s EMR system are not interoperable;
(k)
to the extent assignable or transferable, all rights in all warranties of any
manufacturer or vendor in connection with the Personal Property;
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(l)
all right, title and interest in and to the name “St. Francis Medical Center,”
including any associated Hospital trademarks, service marks, trade names, logos and domain
names but excluding the domain https://stfrancis.verity.org and content therein;
(m)

all goodwill of the Hospital evidenced by the Assets;

(n)
to the extent transferable or assignable, Sellers’ right or interest in the
telephone and facsimile numbers used with respect to the operation of the Hospital;
(o)
to the extent assignable or transferable, Sellers’ lock box account(s)
associated with Medicare or Medi-Cal fee-for-service receivables (the “Lockboxes”) on or after
the Licensure Date;
(p)
(i) all accounts and interest thereupon, notes and interest thereupon and
other receivables of Sellers, including, without limitation, accounts, notes or other amounts
receivable, and all claims, rights, interests and proceeds related thereto, including all accounts and
other receivables, , in each case arising from the rendering of services or provision of goods,
products or supplies to inpatients and outpatients at the Hospital, billed and unbilled, recorded and
unrecorded (including any such amounts that were written-off by Sellers for any reason), for
services, goods, products and supplies provided by Sellers prior to the Licensure Date whether
payable by Medicare, Medi-Cal, Medicaid, or any other payor (including an insurance company),
or any health care provider or network (such as a health maintenance organization, preferred
provider organization or any other managed care program) or any fiscal intermediary of the
foregoing, private pay patients, private insurance or by any other source and all claims, rights,
interests and proceeds relating to any grant or governmental awards directly or indirectly related
to COVID-19 (collectively, “Accounts Receivable”); and (ii) trauma payments, disproportionate
share payments (subject to Section 1.8(c)), California Health Foundation & Trust payments, cost
report, claim, EHR or other similar appeals and Seller Cost Report settlements in each case arising
from the rendering of services or provision of goods, products or supplies to inpatients and
outpatients at the Hospital (the “Other Receivables” and together with the Accounts Receivable,
the “Receivables”);
(q)
all documents, records, correspondence, work papers and other documents,
other than patient records, primarily relating to the Receivables;
(r)
all QAF payments due to the Hospital from the State of California or any of
its administrative entities or other entitles, including without limitations, Medi-Cal managed care
plans, that are both received on and after the Licensure Date and attributable to QAF VI and any
subsequent QAF Program, regardless of the state fiscal year for which the payments are made in
reference to and regardless of the state fiscal year for which the data was derived to calculate
eligibility for such payments, other than the QAF payments received prior to Closing or
specifically excluded pursuant to Section 1.8(b) as QAF VI Seller Net Payments;
(s)
except as set forth in Section 1.8(l) (i.e., certain causes of action), all claims,
causes of action, choses in action, rights of recovery, rights of set off and rights of recoupment of
Sellers against third parties related to or associated with the physical condition of any of the Assets;
and
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(t)
to the extent assignable or transferable, any other assets owned by Sellers
(which are not otherwise specifically described above in this Section 1.7) that are used primarily
in the operation of the Hospital.
As used herein, the term “Permitted Exceptions” means (i) the Transferred Obligations;
(ii) liens for taxes not yet due and payable; (iii) easements, rights of way, zoning ordinances and
other similar encumbrances affecting real property; (iv) imperfections of title or encumbrances
identified in the Title Commitments (defined below) other than those specifically identified in
Schedule 1.7(I); and (iv) other imperfections of title or encumbrances, if any, which are not
monetary in nature and that are not, individually or in the aggregate, material to the business of
the Hospital.
1.8
Excluded Assets. Notwithstanding anything to the contrary in Section 1.7, Sellers
shall retain all interests, rights and other assets owned directly or indirectly by it (or any of Sellers’
affiliates) which are not among the Assets, including, without limitation, the following interests,
rights and other assets of Sellers (collectively, the “Excluded Assets”):
(a)

cash, cash equivalents and short-term investments;

(b)
all QAF payments received prior to Closing under any QAF Program and,
in addition, (I) the Excluded Assets shall include all payments received or to be received by the
Hospital with respect to QAF V (the “QAF V Payments”), and (II) with respect to QAF VI, the
Excluded Assets shall include the “QAF VI Seller Net Payments” which shall be, with respect to
the Hospital, an amount equal to the product of: (A) all payments received or to be received by the
Hospital under the QAF Program in respect of QAF VI minus all payments already made, required
to be made in the future or to be offset by the government with respect to QAF VI, multiplied by
(B) the Closing Date Percentage. The “Closing Date Percentage” shall mean the percentage
derived by dividing the total number of days between July 1, 2019 and the Effective Time, by 915;
(c)
all Disproportionate Share Hospital Payments (“DSH”) received on or after
the Effective Time but calculated based on data from periods prior to the Effective Time (whether
received before or after the Effective Time and whether paid to Sellers or Purchaser);

(d)
all Sellers Plans (defined below) and the assets of all Sellers Plans and any
asset that would revert to the employer upon the termination of any Sellers Plan, including, without
limitation, any assets representing a surplus or overfunding of any Sellers Plan;
(e)
all contracts that are not Assigned Contracts and all risk sharing agreements
with independent physician associations (“IPAs”);
(f)
any Private Payor Agreement that is not a Transferred Private Payor
Agreement and any Managed Care Agreement that is not a Transferred Managed Care Agreement;
(g)
all collective bargaining agreements or other arrangements with unions
representing Sellers’ employees;
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(h)
all leases that have not been designated as Assigned Leases, and all
Contracts that have not been designated as Assigned Contracts and all rents, deposits,
prepayments, and similar amounts relating thereto;
(i)
the portions of Inventory, Prepaids, and other assets disposed of, expended
or canceled, as the case may be, by Sellers after the Signing Date and prior to the Effective Time
in the ordinary course of business;
(j)

assets owned by vendors of services or goods to the Hospital;

(k)

all of Sellers’ organizational or corporate record books, minute books and

tax records;
(l)
Except as set forth in Section 1.7(k) or 1.7(s) hereof (i.e., rights under
warranties and physical condition claims), all claims, counterclaims and causes of action of Sellers
or Sellers’ bankruptcy estate (including parties acting for or on behalf of Sellers’ bankruptcy estate,
including, but not limited to, the official committee of unsecured creditors appointed in the
Bankruptcy Case), including, without limitation, (A) causes of action arising out of any claims and
causes of action under chapter 5 of the Bankruptcy Code (“Avoidance Claims”), (B) any claims,
counterclaims and causes of action under applicable non-bankruptcy law (including claims,
counterclaims and causes of action against any health plan or other third party payors related to
services provided prior to the Effective Time), and (C) any rights to challenge liens asserted against
property of the Sellers’ bankruptcy estate (including, but not limited to, liens attaching to the
Purchase Price paid to the Sellers), and the proceeds from any of the foregoing; provided, however,
that Purchaser shall acquire and be deemed to release and waive as of the Effective Time all
Avoidance Claims against counterparties to Assigned Contracts and Assigned Leases solely to the
extent such avoidance claims arise from, or are in connection with, executory contracts and
unexpired leases assigned by the Sellers to Purchaser pursuant to Section 1.11 hereof;
(m)
Except as set forth in Section 1.7(s), all insurance policies and contracts and
coverages obtained by Sellers or listing Sellers as insured party, a beneficiary or loss payee,
including prepaid insurance premiums, and all rights to insurance proceeds under any of the
foregoing, and all subrogation proceeds related to any insurance benefits arising from or relating
to (i) Assets prior to the Licensure Date and/or (ii) Excluded Assets whether prior to or after the
Licensure Date;
(n)
all deposits made with any entity that provides utilities to the Hospital (the
“Utility Deposits”);
(o)
all unclaimed property of any third party as of the Effective Time, including,
without limitation, property which is subject to applicable escheat laws;
(p)

all bank accounts of Sellers, other than the Lockboxes as set forth in Section

1.7(o);
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(q)
all writings and other items that are protected from discovery by the
attorney-client privilege, the attorney work product doctrine or any other cognizable privilege or
protection;
(r)
the rights of Sellers to receive mail and other communications with respect
to Excluded Assets or Excluded Liabilities;
(s)

all tax refunds and tax assets of Sellers;

(t)
all documents, records, operating manuals and film pertaining to the
Hospital that the Parties agree that Sellers is required by law to retain;
(u)
all patient records and medical records which are not part of any electronic
medical record software transferred to Purchaser and are not required by law (including Section
351 of the Bankruptcy Code) to be maintained by Purchaser as of the Effective Time;
(v)
Excluded Asset;

any rights or documents relating to any Excluded Liability or other

(w)
all deposits or other prepaid charges and expenses paid in connection with
or relating to any other Excluded Assets and/or Excluded Liabilities;
(x)
any rights or remedies provided to Sellers under this Agreement and each
other document executed in connection with the Closing and the actions necessary to complete the
sale of the Hospital pursuant to this Agreement;
(y)
any rights or remedies, including deposits, against any individual or entity
arising pursuant to (including in connection with Sellers’ termination of) or relating to that certain
Asset Purchase Agreement dated January 8, 2019 between, inter alia, Sellers and Strategic Global
Management, Inc.;
(z)
any (i) personnel files for employees of Sellers who are not hired by
Purchaser; (ii) all documents, records, correspondence (including with respect to any employees),
work papers, patient records or other books and records that Sellers is required by Law to retain;
provided, however, that except as prohibited by Law and subject to ARTICLE 5, Purchaser shall
have the right to make copies of any portions of such retained books and records that relate to the
business of the Hospital as conducted before the Closing or that relate to any of the Assets; (iii)
documents which Sellers is not permitted to transfer pursuant to any contractual obligation owed
to any third party; (iv) documents primarily related to any Excluded Assets; and (v) documents
necessary to prepare tax returns (Purchaser shall be entitled to a copy of such documents). With
respect to documents necessary to prepare cost reports, Purchaser shall receive the original
document and Sellers shall be entitled to retain or request a copy of such documents;
(aa) any and all rights and entitlements of Sellers in respect of that certain
Settlement Agreement, executed as of April 29, 2019, by and between, on the one hand, Premier,
Inc., Premier Services, LLC (“Premier GP”), Premier Healthcare Alliance, L.P. (“Premier LP”),
Premier Healthcare Solutions, Inc. (“PHSI”) and each of Premier, Inc.’s other subsidiaries
(collectively and including Premier GP, Premier LP and PHSI, “Premier”), and on the other hand,
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VHS, as approved by the Bankruptcy Court by order entered on May 29, 2019 [Docket No. 2461],
including but not limited to the right to convert and exchange partnership interests arising under
that certain Amended and Restated Limited Partnership Agreement, effective as of October 1,
2013, as amended, by and among Premier LP, Premier GP and the limited partners of Premier LP
party thereto (including VHS); and
(bb)

any assets identified in Schedule 1.8(bb).

For the avoidance of doubt, Purchaser is not acquiring any asset owned by any affiliate of Sellers.
1.9
Transferred Obligations. Purchaser is not assuming any liabilities of Sellers.
Instead, on and after the Closing Date, Purchaser shall be responsible for and agrees to discharge,
perform and satisfy fully, on and after the Effective Time, the following liabilities and obligations
(collectively, the “Transferred Obligations”):
(a)
the Assigned Contracts, after Sellers pay the Cure Costs from the proceeds
of the Purchase Price;
(b)
the Purchase Price;

the Assigned Leases, after Sellers pay the Cure Costs from the proceeds of

(c)
all liabilities and obligations arising out of or relating to any act, omission,
event or occurrence connected with the use, ownership or operation by Purchaser of the Hospital
or any of the Assets on or after the Effective Time;
(d)
all liabilities and obligations related to the Hired Employees arising on or
following the Effective Time (which for avoidance of doubt, does not include any duties,
obligations or liabilities arising from or related to employment-related documentation required to
be maintained by such Seller prior to the Effective Time, including but not limited to,
documentation of I-9 compliance for Sellers’ employees and any alternative work schedule
compliance duties, obligations or liabilities that relate to Sellers’ employees);
(e)
all unpaid real and personal property taxes, if any, that are attributable to
the Assets after the Effective Time, subject to the prorations provided in Section 1.6;
(f)
all liabilities and obligations relating to utilities being furnished to the
Assets, subject to the prorations provided in Section 1.6;
(g)
any documentary, sales and transfer tax liabilities of Sellers incurred as a
result of the consummation of the transaction contemplated by this Agreement;
(h)

all liabilities or obligations provided for in Section 5.3; and

(i)

any other obligations and liabilities identified in Schedule 1.9(i).

1.10 Excluded Liabilities. Purchaser shall have those duties, obligations and liabilities
set forth in this Agreement, the IMA, the Leaseback Agreement, the Transition Services
Agreement, the Bill of Sale, the Transfer Agreement and the Real Estate Assignment(s) and shall
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be responsible for the Transferred Obligations. However, except as expressly set forth herein,
Purchaser is not assuming any liabilities of Sellers related to the Assets, Sellers’ employees or the
Hospitals, is purchasing the Assets free and clear of the Encumbrances except the Permitted
Exceptions (defined herein) and shall not be deemed a successor to Sellers or their estates by reason
of any theory of law or equity with respect to any claims or liens against Sellers or the Assets (the
“Excluded Liabilities”).
1.11 Designation of Assigned Contracts and Assigned Leases. Each Seller will assign
to Purchaser the Assigned Leases and such other contracts and leases as are subject to evaluation
by Purchaser for assumption or rejection (collectively “Evaluated Contracts”). At the later of (i)
5:00 p.m. pacific time on the day that is seven (7) calendar days prior to the date of the auction for
the Assets and (ii) the date the Purchaser submits its bid for the Assets: (A) Purchaser shall notify
Seller in writing signed and dated by Purchaser of which Evaluated Contracts are to be assigned
to Purchaser (the “Assigned Contracts”) and (B) Purchaser shall notify Seller in writing signed
and dated by Purchaser of which Evaluated Contracts are to be rejected by Seller (the “Rejected
Contracts”); provided, that Purchaser shall have the right to designate any contracts on the
Assigned Contract list as a Rejected Contract on or prior to 5:00 p.m. pacific time on the day that
is thirty (30) days prior to Closing Date, and Sellers shall have the absolute right to remove any
Evaluated Contract from the list of Assigned Contracts in order to preserve avoidance claims;
provided, however, that notwithstanding anything to the contrary, and to enable Sellers to comply
with the terms of the Bidding Procedures Order with respect to UnitedHealthcare Insurance
Company (“UnitedHealthcare”), Purchaser shall irrevocably designate all UnitedHealthcare
agreements as Assigned Contracts or Rejected Contracts by the date that is two (2) calendars days
after the Bankruptcy Court enters the Sale Order. The final list of Assigned Contracts at Closing
will appear on Schedule 1.7(d).
1.12

Accounts Receivable Reconciliation.

(a)
Sellers and Purchaser have mutually agreed that the target Accounts
Receivable amount that will be transferred from Sellers to Purchaser as of the Effective Time is
the A/R Target Amount. In connection with the Account Receivable reconciliation process,
Purchaser shall collect the Accounts Receivable during the one hundred thirty-five (135) day
period immediately following the Closing Date (collectively, the “Final A/R Collected”), and
within the thirty (30) day period thereafter, Purchaser shall provide Sellers, in good faith, a
schedule which provides an accounting of the Final A/R Collected (the “A/R Accounting
Schedule”), together with reasonably detailed schedules and data supporting such accounting.
(b)
After receipt of the A/R Accounting Schedule, Sellers shall have sixty (60)
days to review the A/R Accounting Schedule and the Final A/R Collected as proposed by
Purchaser, together with the work papers used in the preparation thereof, and have their
representatives and advisors review such A/R Accounting Schedule and proposed Final A/R
Collected. In connection with the review of the A/R Accounting Schedule and proposed Final A/R
Collected, Purchaser shall give, and shall cause its representatives and advisors to give, to Sellers
and their representatives and advisors reasonable access, upon reasonable prior notice, to the
books, records and other materials and the personnel of, and work papers prepared by or for,
Purchaser and its representatives and advisors, including to such historical financial information
relating to the Sellers and the Accounts Receivable as Sellers or their representatives or advisors
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may request, in each case, in order to permit the timely and complete review of the A/R Accounting
Schedule and proposed Final A/R Collected in accordance with this Section 1.12(b) and so long
as such access does not unreasonably interfere with the operations of the Purchaser.
(c)
If Sellers disagree with the A/R Accounting Schedule and/or proposed Final
A/R Collected, they shall notify Purchaser in writing within sixty (60) days after the date on which
Purchaser delivers such A/R Accounting Schedule and proposed Final A/R Collected to Sellers,
which shall include the items as to which they disagree and their calculation of such disputed
amounts with reasonable supporting detail (the “Statement of Objections”). Purchaser and Sellers
shall reasonably cooperate to resolve any such disagreements. If Purchaser and Seller are unable
to resolve all such disagreements on or before the date which is thirty (30) days following
notification by Sellers of any such disagreements, such disagreements shall be submitted to the
Bankruptcy Court for resolution. The A/R Accounting Schedule and Final A/R Collected shall
become final on the earlier of (i) failure by Sellers to deliver a Statement of Objections within the
time period required by this section; (ii) mutual written agreement by Sellers and Purchaser; or
(iii) a determination by the Bankruptcy Court.
(d)
Once the A/R Accounting Schedule and Final A/R Collected have become
final in accordance with Section 1.12(c), the following shall occur:
(i)
if the Final A/R Collected is more than the A/R Target Amount, then
such excess amount shall be paid by Purchaser to Sellers within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers, provided that, in no
event shall amounts of any governmental grants or awards directly or indirectly related to COVID19 be paid to Sellers under this Section 1.12(d)(i) (for the avoidance of doubt, any amounts of any
governmental grants or awards directly or indirectly related to COVID-19 must be removed from
the calculation of the Final A/R Collected to determine whether Purchaser owes to Sellers any
amount above the A/R Target Amount);
(ii)
if the Final A/R Collected is less than the A/R Target Amount, then
such deficit amount shall be paid by Sellers to Purchaser within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers (and if not paid,
Purchaser shall have the right to offset such amounts against Seller’s QAF VI Seller Net
Payments); or
(iii) if the Final A/R Collected is equal to the A/R Target Amount, then
no adjusting payments in respect of the Accounts Receivable shall be required by either Purchaser
or Sellers.
(e)
During the one hundred thirty-five (135) day period immediately following
the Closing Date Purchaser shall (i) use good faith, commercially reasonable best efforts to collect
the Accounts Receivable (including at least the efforts used by Purchaser to collect its other
receivables) within the one hundred thirty-five (135) day period immediately following the
Closing Date; (ii) not take any action for the purpose of or which would be reasonably likely to
result in any of the Accounts Receivable not being collected in a timely manner and within the one
hundred thirty-five (135) day period immediately following the Closing Date; and (iii) provide
Sellers with weekly written updates on its collection of the Accounts Receivable.
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1.13

Disclaimer of Warranties; Release.

(a)
THE ASSETS TRANSFERRED TO PURCHASER WILL BE SOLD BY
SELLERS AND PURCHASED BY PURCHASER IN THEIR PHYSICAL CONDITION AT
THE EFFECTIVE TIME, “AS IS, WHERE IS AND WITH ALL FAULTS AND
NONCOMPLIANCE WITH LAWS” WITH NO WARRANTIES, INCLUDING, WITHOUT
LIMITATION, THE WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE, SUITABILITY, USAGE, WORKMANSHIP, QUALITY,
PHYSICAL CONDITION, OR VALUE, AND ANY AND ALL SUCH OTHER
REPRESENTATIONS AND WARRANTIES ARE HEREBY EXPRESSLY DISCLAIMED,
AND WITH RESPECT TO THE LEASED REAL PROPERTY WITH NO WARRANTY OF
HABITABILITY OR FITNESS FOR HABITATION, INCLUDING, WITHOUT LIMITATION,
THE LAND, THE BUILDINGS AND THE IMPROVEMENTS. ALL OF THE PROPERTIES,
ASSETS, RIGHTS, LICENSES, PERMITS, PRIVILEGES, LIABILITIES, AND
OBLIGATIONS OF SELLERS INCLUDED IN THE ASSETS AND THE TRANSFERRED
OBLIGATIONS ARE BEING ACQUIRED OR RECEIVED “AS IS, WHERE IS” ON THE
CLOSING DATE AND IN THEIR PRESENT CONDITION, WITH ALL FAULTS. ALL OF
THE TANGIBLE ASSETS SHALL BE FURTHER SUBJECT TO NORMAL WEAR AND
TEAR AND NORMAL AND CUSTOMARY USE OF THE INVENTORY AND SUPPLIES IN
THE ORDINARY COURSE OF BUSINESS UP TO THE EFFECTIVE TIME.
(b)
Purchaser acknowledges that Purchaser has examined, reviewed and
inspected all matters which in Purchaser’s judgment bear upon the Purchase Price, the Assets, the
Sellers, the Hospital, the businesses of the Hospital and their value and suitability for Purchaser’s
purposes and, except for Sellers representations and warranties in ARTICLE 2, is relying solely
on Purchaser’s own examination, review and inspection of the Assets and Transferred Obligations.
Purchaser hereby releases Sellers and their affiliates from all responsibility and liability regarding
the condition, valuation, salability or utility of the businesses of the Hospital or the Assets, or their
suitability for any purpose whatsoever. Purchaser further acknowledges that the representations
and warranties of Sellers contained in ARTICLE 2 of this Agreement are the sole and exclusive
representations and warranties made by Sellers to Purchaser (including with respect to the
Hospital, the Assets and the Transferred Obligations) and shall expire, and be of no further force
or effect at the Closing.
ARTICLE 2
REPRESENTATIONS AND WARRANTIES OF SELLERS
Each Seller hereby represents, warrants and covenants to Purchaser, severally (and not
jointly) with respect to such Seller that the following matters are true and correct as of the Signing
Date, except as would not have a Material Adverse Effect (as defined below) upon the Assets, and
except as disclosed in the disclosure schedule, as may be amended pursuant to the terms of this
Agreement (the “Disclosure Schedule”), provided that the representations and warranties set forth
in Sections 2.1 (Authorization), 2.2 (Binding Agreement), 2.3 (Organization and Good Standing;
No Violation), 2.7 (Compliance with Legal Requirements), 2.8 (Required Consents), 2.10 (Title)
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and 2.13 (Legal Proceedings) (the “Sale Order Date Representations”) shall also be made as of
immediately prior to the entry of the Sale Order (the “Sale Order Date”):
The term “Material Adverse Effect” means any event, change or occurrence that,
individually or in the aggregate with other events, changes or occurrences, has had or would
reasonably be expected to have, a material adverse effect on the Sellers’ financial condition,
provided, that in determining whether a Material Adverse Effect has occurred, any degradation in
earnings and/or Receivables shall be excluded.
2.1
Authorization. Such Seller has all necessary corporate power and authority to enter
into this Agreement and, subject to Bankruptcy Court approval, to carry out the transactions
contemplated hereby.
2.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Sellers and, assuming due and valid execution by Purchaser, this Agreement
constitutes a valid and binding obligation of Sellers enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect (including, without limitation
approval of the Bankruptcy Court) and (b) limitations on the enforcement of equitable remedies.
2.3

Organization and Good Standing; No Violation.

(a)
Each of SFMC and VHS is a non-profit corporation duly organized, validly
existing and in good standing under the laws of the State of California. Verity Holdings is a limited
liability company duly organized, validly existing and in good standing under the laws of the State
of California. Each Seller has all necessary power and authority to own, operate and lease its
properties and to carry on its businesses as now conducted.
(b)
Neither the execution and delivery by such Seller of this Agreement nor the
consummation of the transactions contemplated hereby by such Seller nor compliance with any of
the material provisions hereof by such Seller, will violate, conflict with or result in a breach of any
material provision of such Seller’s articles of incorporation or bylaws or any other organizational
documents of such Seller.
2.4
Contracts. Except as set forth in Schedule 2.4, upon entry of the Sale Order and
payment of the Cure Costs, to Sellers’ knowledge, Sellers are not in breach or default of the
Assigned Contracts or Assigned Leases. No provision of this Section 2.4 shall apply to any failure
to obtain consents to the assignment of the Assigned Contracts and/or Assigned Leases from third
parties in connection with the assignment of such Assigned Contracts and/or Assigned Leases to
Purchaser (the “Contract and Lease Consents”).
2.5
Brokers and Finders. Except as set forth on Schedule 2.5, neither such Seller nor
any affiliate thereof, nor any officer or director thereof, have engaged or incurred any liability to
any finder, broker or agent in connection with the transactions contemplated hereunder.
2.6
Non-Contravention. Neither the execution and delivery by Sellers of this
Agreement and each Ancillary Agreement nor performance of any of the material provisions
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hereof by Sellers, will violate, conflict with or result in a breach of any material provisions of the
articles of incorporation or bylaws of Sellers.
2.7
Compliance with Legal Requirements. Except as set forth in Schedule 2.7, to the
knowledge of Sellers: each Seller, with respect to the operation of the Hospital, is in material
compliance with all applicable laws, statutes, ordinances, orders, rules, regulations, licenses,
certificates, judgments or decrees of all judicial or governmental authorities (federal, state, local,
foreign or otherwise) (collectively, “Legal Requirements”). Except as set forth in Schedule 2.7,
to the knowledge of Sellers, none of the Sellers, with respect to the operation of the Hospital, has
been charged in writing with or been given written notice of any material violation or any
obligation to take material remedial action under, any applicable Legal Requirements.
2.8
Required Consents. Except as set forth in Schedule 2.8, and other than in
connection with any Licenses, any provider agreements (including any such agreements with a
governmental authority) and the Attorney General, Sellers are not a party to or bound by, nor are
any of the Assets subject to, any mortgage, or any material lien, deed of trust, material lease, or
material contract or any material order, judgment or decree which, after giving effect to the Sale
Order (a) will require the consent of any third party to the execution of this Agreement or (b) will
require the consent of any third party to consummate the transactions contemplated by this
Agreement.
2.9

Environmental Matters

(a)
Sellers have provided Purchaser with the Phase I Environmental Site
Assessments in Seller’s electronic data room.
(b)
Except as disclosed in Schedule 2.9(b), to the knowledge of Sellers, the
operations of the Hospital are not in material violation of any applicable limitations, restrictions,
conditions, standards, prohibitions, requirements and obligations of Environmental Laws and
related orders of any court or any other governmental authority.
(c)
For the purposes of this Section, the term “Environmental Laws” shall
mean all state, federal or local laws, ordinances, codes or regulations relating to Hazardous
Substances or to the protection of the environment, including, without limitation, laws and
regulations relating to the storage, treatment and disposal of medical and biological waste. For
purposes of this Agreement, the term “Hazardous Substances” shall mean (i) any hazardous or
toxic waste, substance, or material defined as such in (or for the purposes of) any Environmental
Laws, (ii) asbestos-containing material, (iii) medical and biological waste, (iv) polychlorinated
biphenyls, (v) petroleum products, including gasoline, fuel oil, crude oil and other various
constituents of such products, and (vi) any other chemicals, materials or substances, exposure to
which is prohibited, limited or regulated by any Environmental Laws.
2.10 Title. Sellers have delivered at their own expense for all Owned Real Property (i)
preliminary title reports issued by Chicago Title Insurance Company (the “Title Commitments”)
and (ii) copies of or access to all material underlying title documents listed on the Title
Commitments.
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2.11

Certain Other Representations with Respect to the Hospitals.

(a)
Except as set forth in Schedule 2.11, all Licenses which are material and
necessary to the operation of the Hospital by SFMC are valid and in good standing and SFMC is
in compliance with the terms and conditions of all such Licenses in all material respects, in each
case except where the failure to be valid and in good standing or in compliance would not have a
Material Adverse Effect on the Assets. Except as set forth in Schedule 2.11, as of the Closing Date,
SFMC will have all material Licenses required under Legal Requirements to operate the Hospital
as presently operated by SFMC, except where the failure to have any such License would not have
a Material Adverse Effect on the Assets. To the knowledge of Sellers, no loss of any License is
pending or threatened.
(b)
SFMC is certified for participation in the Medicare, Medi-Cal and
TRICARE programs and any other federal or state health care reimbursement programs in which
SFMC participates, and has current and valid provider agreements with each such program, except
where the failure to be so certified or have such provider agreements would not have a Material
Adverse Effect.
(c)
SFMC has not been excluded from Medicare, Medi-Cal or any federal or
state health care reimbursement program, and, to the knowledge of Sellers, there is no pending or
threatened exclusion action by a governmental authority against SFMC.
2.12

Financial Statements.

(a)
Sellers have provided to Purchaser: (i) the unaudited balance sheets of the
Sellers as of June 30, 2018; (ii) unaudited income statements of the Sellers for the twelve-month
periods ended June 30, 2018; (iii) the audited consolidated income statements of Sellers for the
years ended 2016 and 2017; and (iv) the unaudited consolidated balance sheet of Sellers as of June
30, 2018 (collectively, the “Historical Financial Statements”).
(b)
the income statements contained in the Historical Financial Statements
present, fairly in all material respects the results of the operations of the Sellers as of and for the
periods covered therein and the balance sheets contained in the Historical Financial Statements (i)
are true, complete and correct in all material respects; (ii) present, fairly in all material respects the
financial condition of the Sellers as of the dates indicated thereon; and (iii) to the extent prepared
by an independent certified public accounting firm, have been prepared in accordance with
generally accepted accounting principles consistently applied throughout the periods covered,
except as disclosed therein.
2.13 Legal Proceedings. Except as set forth on Schedule 2.13, and except for any and all
cases and/or pleadings filed or to be filed in the Bankruptcy Court, which shall be available through
Sellers’ claims and noticing agent’s website at http://www.kccllc.com/VERITYHEALTH/, to the
knowledge of Sellers, there are no material claims, proceedings or investigations pending or
threatened with respect to the ownership of the Assets or the operation of the Hospital or the
Hospital by Sellers before any governmental authority. Except as set forth on Schedule 2.13, and
other than any action or proceeding brought in the Bankruptcy Court, to the knowledge of Sellers,
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Sellers are not subject to any government order with respect to the ownership or operation by
SFMC of the Hospital and SFMC is in substantial compliance with respect to any such government
order.
2.14 Employee Benefits. Sellers have provided Purchaser with a list of (i) each pension,
profit sharing, bonus, deferred compensation, or other retirement plan or arrangement of Seller
with respect to the operation of the Hospital, whether oral or written, which constitutes an
“employee pension benefit plan” as defined in Section 3(2) of ERISA, (ii) each medical, health,
disability, insurance or other plan or arrangement of Seller with respect to the operation of the
Hospital, whether oral or written, which constitutes an “employee welfare benefit plan” as defined
in Section 3(1) of ERISA, and (iii) each other employee benefit or perquisite provided by Seller
with respect to the operation of the Hospital, in which any employee of Seller participates in his/her
capacity as such (collectively, the “Seller Plans”).
2.15 Personnel. Sellers have provided Purchaser with a complete list (as of the date set
forth therein) of names, positions and current annual salaries or wage rates and scheduled bonus,
and the accrued paid time off pay of all employees of Sellers (including employees of the Hospital
and employees of VHS and Verity Holdings) immediately prior to March 31, 2020, whether such
employees are full time employees, part-time employees, on short-term or long-term disability or
on leave of absence pursuant to Sellers’s policies, the Family and Medical Leave Act of 1993 or
other similar Legal Requirements (the “Hospital Employees”) and indicating whether the Hospital
Employee is full- time or part-time. Sellers shall provide an updated list to Purchaser no later than
five (5) Business Days before the date scheduled for the Closing.
2.16 Insurance. Sellers have provided Purchaser with a list of all material insurance
maintained by Sellers with respect to the Assets, as of the Signing Date.
2.17 Receivables. To the knowledge of Sellers, all Receivables included in the Assets at
Closing result from the bona fide provision of products or services in the ordinary course of
business. All proceeds of Sellers’ Receivables are currently deposited, either electronically or
manually, into those bank accounts provided to Purchaser in Seller’s electronic data room.
2.18 Payor Contracts. To the knowledge of Sellers, and subject to Section 365 of the
Bankruptcy Code, Sellers have provided Purchaser with a complete list of all written contracts
with private third-party payors including insurance companies and HMOs. Sellers have provided
Purchaser with a true and correct copy of all material Payor Contracts.
2.19 Excluded Individuals. Except as set forth on Schedule 2.19, to the knowledge of
Sellers: neither Sellers, Hospital nor any director, officer or employee of Sellers or Hospital (a)
was, is or is proposed to be, suspended, excluded from participation in, or sanctioned under, any
federal or state health care program (including, without limitation, Medicare and Medicaid) (an
“Excluded Individual”); (b) has been convicted of any criminal offense related to the delivery of
any medical or health care services or supplies, or related to the neglect or abuse of patients; (c)
has failed to maintain its current License to provide the services required to be provided by it to or
on behalf of Sellers and Hospital; or (d) is unable to obtain or maintain liability insurance
consistent with commercially reasonable industry practices.
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2.20 Seller Knowledge. References in this Agreement to “Sellers’ knowledge” or “the
knowledge of Sellers” means the actual knowledge of the Chief Executive Officer and Chief
Financial Officer of the applicable Seller, without independent research. No constructive or
imputed knowledge shall be attributed to any such individual by virtue of any position held,
relationship to any other Person or for any other reason.
ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF PURCHASER
As an inducement to Sellers to enter into this Agreement and to consummate the
transactions contemplated by this Agreement, Purchaser hereby represents and warrants to Sellers
as to the following matters as of the Signing Date and as of the Closing Date:
3.1
Authorization. Purchaser has full power and authority to enter into this Agreement
and has full power and authority to perform its obligations hereunder and to carry out the
transactions contemplated hereby. No additional internal consents are required in order for
Purchaser to perform its obligations and agreements hereunder.
3.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Purchaser and, assuming due and valid execution by Sellers, this Agreement
constitutes a valid and binding obligation of Purchaser enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect, and (b) limitations on the
enforcement of equitable remedies.
3.3
Organization and Good Standing. Purchaser is a corporation duly organized,
validly existing and in good standing under the laws of the State of California, is or will be duly
authorized to transact business in the State of California, and has full power and authority to own,
operate and lease its properties and to carry on its business as now conducted.
3.4
No Violation. Except as set forth in Schedule 3.4, neither the execution and
delivery by Purchaser of this Agreement nor the consummation of the transactions contemplated
hereby nor compliance with any of the material provisions hereof by Purchaser will (a) violate,
conflict with or result in a breach of any material provision of the Articles of Incorporation, Bylaws
or other organizational documents of Purchaser or any contract, lease or other instrument by which
Purchaser is bound; (b) require any approval or consent of, or filing with, any governmental agency
or authority, (c) violate any law, rule, regulation, or ordinance to which Purchaser is or may be
subject, or (d) violate any judgment, order or decree of any court or other governmental agency or
authority to which Purchaser is subject.
3.5
Brokers and Finders. Neither Purchaser nor any affiliate thereof nor any officer or
director thereof has engaged any finder or broker in connection with the transactions contemplated
hereunder.
3.6
Representations of Sellers. Purchaser acknowledges that it is purchasing the Assets
on an “AS IS, WHERE IS” basis (as more particularly described in Section 1.12), and that
Purchaser is not relying on any covenant, representation, warranty (expressed or implied, oral or
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otherwise) made by or on behalf of Sellers, or any other provision of this Agreement, in entering
into and performing under this Agreement. Purchaser further acknowledges that Sellers are not
making any covenants, representations or warranties herein relating to the Assets or the operation
of the Hospital on or after the Effective Time.
3.7
Legal Proceedings. Except as described on Schedule 3.7, there are no claims,
proceedings or investigations pending or, to the best knowledge of Purchaser, threatened relating
to or affecting Purchaser or any affiliate of Purchaser before any court or governmental body
(whether judicial, executive or administrative) in which an adverse determination would adversely
affect Purchaser’s ability to consummate the transactions contemplated hereby. Neither Purchaser
nor any affiliate of Purchaser is subject to any judgment, order, decree or other governmental
restriction specifically (as distinct from generically) applicable to Purchaser or any affiliate of
Purchaser which would adversely affect Purchaser’s ability to consummate the transactions
contemplated hereby.
3.8
No Knowledge of Sellers’ Breach. Neither Purchaser nor any of its affiliates has
knowledge of any breach of any covenant, representation or warranty by Sellers or of any condition
or circumstance that would give Purchaser a right to terminate this Agreement pursuant to Section
9.1(c). If information comes to Purchaser’s attention on or before the Closing Date (whether
through Sellers or otherwise and whether before or after the Signing Date) which indicates that
Sellers have breached any of their covenants, representations, warranties or any other provision or
condition under this Agreement, then the effect shall be as if the covenants, representations and
warranties or any other provision or condition of this Agreement had been modified in accordance
with the actual state of facts existing prior to the Effective Time such that there will be no breach
under Sellers’ covenants, representations and warranties or any other provision or condition of this
Agreement in relation to such information; provided, further, that Purchaser must immediately
notify Sellers if any such breach comes to its attention on or before the Closing Date, and
Purchaser’s failure to so notify Sellers shall constitute a waiver by Purchaser of Sellers’ breach, if
any, of this Agreement or any ancillary agreements entered into pursuant to this Agreement. Upon
written request of Sellers, Purchaser shall promptly confirm and remake this representation in
writing.
3.9
Ability to Perform. Purchaser has the ability to obtain funds and at the Closing
shall have cash in amounts necessary to consummate the transactions contemplated by this
Agreement by means of cash, credit facilities or otherwise. Upon the earlier of ten (10) days after
satisfaction of Section 8.3 or five (5) days prior to the Closing Date, Purchaser shall have delivered
to Sellers true, correct and complete copies of (i) executed commitment letter(s) from one or more
banks or other lending institutions or sources (the “Debt Commitment Letter”), pursuant to
which, and subject to the terms and conditions thereof, the lender parties thereto have committed
to lend the amounts set forth therein to Purchaser for the purpose of funding the transactions
contemplated by this Agreement and (ii) any executed equity commitment letter(s) (the “Equity
Commitment Letter” and, together with the Debt Commitment Letter, the “Financing
Commitments”). The Financing Commitments provide sufficient funds to consummate the
transactions contemplated by this Agreement.
3.10 Investigation. Purchaser has been afforded reasonable access to, and has been
provided adequate time to review, the books, records, information, operations, facilities and
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personnel of Sellers and the Hospital for purposes of conducting a due diligence investigation of
Sellers and the Hospital. Purchaser has conducted a reasonable due diligence investigation of
Sellers and the Hospital and has received satisfactory answers to all inquiries it has made
respecting Sellers and the Hospital and has received all information it considers necessary to make
an informed business evaluation of Sellers and the Hospital. In connection with its due diligence
investigation of Sellers and the Hospital, Purchaser has not relied upon any books, records,
information, operations, facilities and personnel provided by Sellers, including in making its
determination to enter into this Agreement and/or consummate the transactions contemplated
hereby. Purchaser has completed all of its due diligence of Sellers and the Hospital and this
Agreement is not subject to any further due diligence of Sellers and the Hospital by Purchaser.
3.11 Purchaser Knowledge. References in this Agreement to “Purchaser’s knowledge”
or “the knowledge of Purchaser” means the actual knowledge of the Chief Executive Officer and
Chief Financial Officer of Purchaser, without independent research. No constructive or imputed
knowledge shall be attributed to any such individual by virtue of any position held, relationship to
any other Person or for any other reason.
ARTICLE 4
COVENANTS OF SELLERS
4.1

Access and Information; Inspections.

(a)
From the Signing Date through the Effective Time, (a) Sellers shall afford
to the officers and agents of Purchaser (which shall include accountants, attorneys, bankers and
other consultants and authorized agents of Purchaser) reasonable access during normal business
hours at Sellers’ corporate headquarters in Los Angeles, California to, and the right to inspect, the
books, accounts, records and all other relevant documents and information with respect to the
assets, liabilities and business of the Hospital and the plant and property of the Hospital at the
Hospital and (b) Sellers shall furnish Purchaser with such additional financial and operating data
and other information in Sellers’ possession as to the businesses and properties of the Hospital as
Purchaser or its representatives may from time to time reasonably request; provided, however, that
Sellers are not obligated to disclose information which is proprietary to Sellers and would not be
essential to the ongoing operation of the Hospital by Purchaser; provided, further, that all
disclosures of information shall be consistent with the confidentiality agreements and any other
non-disclosure agreements entered into (or to be entered into) among Purchaser, its representatives
and Sellers or their representatives. Purchaser’s right of access and inspection shall be exercised
in such a manner as not to interfere unreasonably with the operations of Sellers or the Hospital.
(b)
Notwithstanding anything contained herein, Sellers shall not be required to
provide Purchaser or its representatives or agents access to or disclose information where such
access or disclosure would violate the rights of its patients, jeopardize the attorney-client or similar
privilege with respect to such information or contravene any law, judgment, fiduciary duty or
contract entered into prior to or on the date of this Agreement with respect to such information.
4.2

Cooperation.
(a)

The Parties shall reasonably cooperate with each other and their respective
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authorized representatives and attorneys in: (a) all efforts to obtain all consents, approvals,
authorizations, clearances and licenses required to carry out the transactions contemplated by this
Agreement (including, without limitation, those of governmental and regulatory authorities), (b)
the preparation of any document or other material which may be required by any governmental
agency as a predicate to or result of the transactions contemplated in this Agreement, and (c)
Purchaser’s efforts to effectuate the assignment of Assigned Contracts to Purchaser as of the
Closing Date.
(b)
Except as may be otherwise requested by Sellers in order to comply with
applicable law or regulatory guidance, notwithstanding anything contained herein, other than
Bankruptcy Court orders and authorizations, it shall be Purchaser’s sole responsibility (including
payment of any fees, expenses, filing costs or other amounts) to obtain the Contract and Lease
Consents, as well as all governmental consents, approvals, assignments, authorizations, clearances
and licenses required to (x) carry out the transactions contemplated by this Agreement and/or (y)
transfer any of the Assets, including any Licenses, Transferred Managed Care Agreements and/or
Transferred Private Payor Agreements, not including the application required to be submitted to
the California Attorney General and the transfer of the Medicare Provider Agreement and the
Medi-Cal Provider Agreement, which are dealt with in Sections 5.8(c) and 4.5 hereto respectively.
Upon request, Sellers shall provide Seller-specific information that may be needed by Purchaser
to obtain such Contract and Lease Consents and such governmental consents, approvals,
assignments, authorizations, clearances and licenses.
(c)
Notwithstanding any provision to the contrary contained in this Agreement,
Sellers shall not be obligated to obtain the approval or consent to the assignment, to Purchaser, of
any Assigned Contracts or Assigned Leases, from any party to any of the Assigned Contracts or
Assigned Leases even if any such contract or lease states that it is not assignable without such
party’s consent.
4.3
Sellers’ Efforts to Close. Sellers shall use their reasonable commercial efforts to
satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to their or
Purchaser’s obligations under this Agreement to the extent that Sellers’ action or inaction can
control or materially influence the satisfaction of such conditions; provided, however, that Sellers
shall not be required to pay or commit to pay any amount to (or incur any obligation in favor of)
any person (other than any filing or application fees to the extent Sellers are responsible therefor
under this Agreement).
4.4
Termination Cost Reports. Sellers shall file all Medicare, Medi-Cal and any other
termination cost reports required to be filed as a result of the consummation of (a) the transfer of
the Assets to Purchaser and (b) the transactions contemplated by this Agreement, provided that
Purchaser shall fund reasonable costs and expenses of preparation, filing and audit of such reports.
Purchaser shall permit Sellers access to all Hospital books and records to prepare such reports and
shall assist Sellers in the process of preparing, filing, and reviewing the termination cost reports.
All such termination cost reports shall be filed by Sellers in a manner that is consistent with current
laws, rules and regulations. Sellers shall be responsible for filing governmental cost reports for all
periods through the day immediately preceding the Licensure Date. Purchaser shall be responsible
for their own cost report filings relating to the Hospital beginning on the Licensure Date.
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4.5
Medicare and Medi-Cal Enrollment. Sellers shall make commercially reasonable
efforts to expeditiously enter into settlement agreements with the Centers for Medicare and
Medicaid Services (“CMS”), with respect to the Medicare Provider Agreement, and the California
Department of Health Care Services (“DHCS”), with respect to the Medi-Cal Provider Agreement
or, alternatively, obtain Bankruptcy Court rulings that the Medicare Provider Agreement and/or
the Medi-Cal Provider Agreement may be transferred without the consent of CMS or DHCS, as
applicable, free and clear of Encumbrances and Excluded Liabilities and without successor
liability, to enable such agreements to be assigned to Purchaser. Between the Closing Date and
the Licensure Date, Purchaser may bill and collect for patient services under Seller’s health plan
agreements, pursuant to the terms of the IMA and Leaseback Agreement.
4.6
Transferred Private Payor Agreements. For purposes of this Section 4.6, the
following terms shall have the meanings set forth herein: (a) “Payor” means the non-debtor
counter-party to a Transferred Private Payor Agreement; (b) “Overpayment” means an
overpayment made by a Payor to SFMC on account of a Contracted Payment; (c) “Contracted
Payment” means the contractual reimbursement due from a Payor to SFMC under a Transferred
Private Payor Agreement for covered services rendered by Hospital under such agreement with a
date of service on or prior to the Effective Time. Purchaser agrees that, as a condition to the
assignment of any Transferred Private Payor Agreement on the Licensure Date, it shall honor any
defenses to the payment of, and shall permit recoupment against, an Account Receivable due from
Payor to Purchaser based on an Overpayment under such agreement, provided that, the
determination and allowance of any Overpayment shall remain subject to the terms and conditions
of the relevant Transferred Private Payor Agreement. Without limiting the scope of the foregoing
sentence, Purchaser acknowledges and agrees that (a) the Sale Order shall authorize a Payor to
continue to exercise its defenses to the payment to Purchaser of an Account Receivable based on
an Overpayment, and (b) Overpayments do not constitute Cure Costs under this Agreement. This
Section 4.6 shall satisfy the requirements under Sections 365(b) and (f) of the Bankruptcy Code.
Following the Licensure Date, pursuant to Section 365(k) of the Bankruptcy Code, the SFMC shall
be relieved and released from any obligation to any Payor on account of any Overpayment or
otherwise.
4.7
Hospital Operations. From the date of the Sale Order until the Closing, Sellers
shall, with respect to the operation of the Hospital, use commercially reasonable efforts (in each
case subject to actions relating to and impacts arising from the SARS-CoV-2 virus or mutations
therefrom or in connection with the disease COVID-19) to:
(a)
without regard to negative financial impacts or any Material Adverse Effect,
carry on Sellers’ operation of the Hospital consistent with past practice, but subject to the
Bankruptcy Cases and Sellers’ obligations and actions in connection therewith;
(b)
without regard to Material Adverse Effect, maintain in effect the insurance
coverages with respect to the Assets;
(c)
without regard to Material Adverse Effect, perform Sellers’ material
obligations under all Assigned Contracts with respect to the Assets in compliance with the
Bankruptcy Code;
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(d)
with respect to material deficiencies, if any, cited by any governmental
authority or accreditation body in the most recent surveys conducted by each, develop and
implement a plan of correction (without regard to Material Adverse Effect) that is reasonably
acceptable to such governmental authority or such accreditation body, but excluding any
deficiencies cited (i) by the Attorney General or (ii) with respect to seismic or OSHPD-related
requirements; provided, however, that Sellers may appeal any material deficiency citations under
applicable laws if a plan of correction is not accepted by the applicable governmental authority or
accreditation body which appeal shall satisfy Sellers obligations under this subsection;
(e)
following entry of the Sale Order, permit and allow reasonable access by
Purchaser and its representatives to make offers of post-Closing employment to any of Sellers’
personnel and to establish relationships with physicians, medical staff and others having business
relations with Sellers, provided, that any written materials shall be approved by Sellers prior to
being sent, and provided further that such actions by Purchaser do not unreasonably interfere with
Sellers’ operation of the Hospital;
(f)
timely file or cause to be filed all material reports, notices and tax returns
required to be filed and pay all required taxes as they come due, unless such failure would not have
a Material Adverse Effect; and
(g)
without regard to Material Adverse Effect, maintain all existing material
approvals, permits and environmental permits relating to the Hospital.
4.8
Interim Collections. Purchaser may bill and collect for patient services rendered
by Hospital between the Closing Date and the Licensure Date under Seller’s Private Payor
Agreements and Transferred Managed Care Agreements, pursuant to the terms of the IMA and
Leaseback Agreement.
4.9

Contract With Unions.

(a)
Promptly following the Signing Date, representatives of Sellers who are
parties to St. Francis related collective bargaining agreements and of the Purchaser, respectively,
shall meet and confer from time to time as reasonably requested by either Party to discuss strategic
business options including terms contained under all operative collective bargaining agreements.
The applicable Sellers and Purchaser shall each participate in all negotiations related to the
potential modification and assignment of specific Seller’s collective bargaining agreements to
Purchaser. The applicable Sellers shall use commercially reasonable efforts to initiate discussions
with Purchaser and unions and conduct discussions to renegotiate each collective bargaining
agreement currently in effect with each applicable union. The applicable Sellers will not
unreasonably withhold, condition or delay Bankruptcy Court approval of any successfully
renegotiated collective bargaining agreement. The Parties recognize that Seller’s failure to
conclude a successor collective bargaining agreement shall not be a breach of Sellers’ obligation
under this Agreement or otherwise excuse Purchaser’s obligations under this Agreement.
(b)
On or before the date that is thirty (30) days after the Sale Order Date, the
negotiations pursuant to Section 4.9(a) shall have resulted in each, such labor unions, agreeing to
either (i) either modification of the St. Francis related collective bargaining agreements under
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terms that are to be substantially consistent with the Purchaser’s existing and most current
collective bargaining agreements with each such respective labor union, and that settle all
liabilities under the existing Seller collective bargaining agreements that shall be assigned to
Purchaser, provided that there are shall be no cure obligations to the Sellers or (ii) enter into new
collective bargaining agreements that are substantially consistent with the Purchaser’s existing
collective bargaining agreements with each such respective labor union; provided, that if Purchaser
and each labor union have not entered into such agreements described in (i) or (ii) above, or have
entered into an agreement under (ii), then Sellers shall have the absolute right to file or take any
other action to reject and terminate any such collective bargaining agreement and, in such event,
the Bankruptcy Court shall have entered an order granting Sellers’ requested rejection of such
collective bargaining agreement prior to the Closing Date. In no event will Sellers be liable for
any obligations in respect of settlements described in this section.
4.10 Consulting Services. Subject to compliance with applicable Legal Requirements
and after entry of the Sale Order if the Purchaser is the Prevailing Bidder:
(a)
Purchaser shall provide consulting services to the Hospital for the period
prior to the Closing Date;
(b)
the consulting services provided by Purchaser may include, but not be
limited to, reviewing and advising SFMC regarding accounting and financial records, contracting,
billing and collection activities, compliance with law, any of the plans or actions proposed in the
following sentence, and other functions;
(c)
Sellers shall consider and implement any mutually reasonably agreed upon
plans and actions proposed by Purchaser to (a) assist the Hospital in meeting any seismic
compliance deadlines, (b) stabilize and improve the operations of the Hospital or (c) develop and
implement turnaround plans for the long-term viability of the Hospital; and
(d)
Purchaser shall have reasonable access to the business office and records of
the Hospital, which shall include reasonable access to the Hospital’s chief executive officer, chief
financial officer, chief operations officer or other equivalent personnel of the Hospital reasonably
necessary for Purchaser to perform the aforementioned consulting services.
Notwithstanding the foregoing, VHS, SFMC and their boards of directors shall at all times retain
ultimate control and governance over the assets and operation of the Hospital. Neither VHS nor
SFMC shall delegate to Purchaser any of the powers, duties and responsibilities required to own
or operate the Hospital or those that are retained by VHS and/or SFMC under law (including all
certificates and licenses issued under authority of law for ownership or operation of the Hospital).
For the period of time during which such consulting services are provided, Hospital and VHS shall
have the non-exclusive, royalty-free, unlimited license to use any implemented Purchaser-owned
intellectual property. Purchaser shall not charge Sellers any consulting fee for providing the
services described in this Section 4.11.
4.11 Cure Costs. On or about the Closing Date, Sellers (from the proceeds of the
Purchase Price) shall pay an amount equal to the Cure Costs to each counter party to an Assigned
Contract and Assigned Lease so that each such Assigned Contract and Assigned Lease may be
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assumed by Sellers and assigned to Purchaser in accordance with the provisions of Section 365 of
the Bankruptcy Code. For purposes of this Agreement, “Cure Costs”, means all amounts that
must be paid and all obligations that otherwise must be satisfied, including pursuant to Sections
365(b)(1)(A) and (B) of the Bankruptcy Code in connection with the assumption and/or
assignment of the Assigned Contracts and Assigned Leases to Purchaser as provided herein.
ARTICLE 5
COVENANTS OF PURCHASER
5.1
Purchaser’s Efforts to Close. Purchaser shall use its reasonable commercial efforts
to satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to its or Sellers’
obligations under this Agreement to the extent that Purchaser’s action or inaction can control or
materially influence the satisfaction of such conditions.
5.2
Consents. Purchaser shall be entitled, but not obligated, to seek to obtain the
Contract and Lease Consents. Purchaser shall be entitled, but not obligated, to solicit and seek to
obtain estoppel certificates from any third party to any Leased Real Property. Purchaser’s failure
to obtain any or all of the Contract and Lease Consents or estoppel certificates as of the Closing
Date shall not be a condition precedent to either Party’s obligation to consummate the Closing and
perform all transactions contemplated by this Agreement.
5.3

Certain Employee Matters.

(a)
Purchaser agrees to make offers of employment, effective as of the Effective
Time, to substantially all persons (whether such persons are full time employees, part-time
employees, on short-term or long-term disability or on leave of absence, military leave or workers
compensation leave) who, immediately prior to the Effective Time are: (i) employees of SFMC;
or (ii) employed by another Seller or affiliate and are listed on Schedule 5.3 (collectively, the
“Hospital Employees”). For the avoidance of doubt, the Hospital Employees shall not include
any employees of VHS or any other affiliate of Sellers unless such individual is listed on Schedule
5.3. Any of the Hospital Employees who accept an offer of employment with Purchaser as of or
after the Effective Time shall be referred to in this Agreement as the “Hired Employees.” All
employees who are Hired Employees shall cease to be employees of Sellers or its affiliates as of
the Closing Date.
(b)
After the Closing Date, Purchaser’s human resources department will give
reasonable assistance to Sellers and their affiliates with respect to Sellers’ and Sellers’ affiliates’
post-Closing administration of Sellers’ and Sellers’ affiliates’ pre-Closing employee benefit plans
for the Hospital Employees. Within five (5) days after the Closing Date, Purchaser shall provide
to Sellers a list of all the Hospital Employees who were offered employment by Purchaser but
refused such employment along with a list of all Hired Employees (which such list Purchaser shall
periodically update).
(c)
With respect to any collective bargaining agreements or labor contract with
respect to any union employees, Purchaser shall comply with the applicable laws, or to the extent
applicable, Bankruptcy Court orders relating to collective bargaining agreements or labor
contracts.
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(d)
The provisions of this Section 5.3 are solely for the benefit of the Parties,
and no employee or former employee or any other individual associated therewith or any employee
benefit plan or trustee thereof shall be regarded for any purpose as a third party beneficiary of this
Agreement, and nothing herein shall be construed as an amendment to any employee benefit plan
for any purpose.
5.4
Waiver of Bulk Sales Law Compliance. Purchaser hereby waives compliance by
Sellers with the requirements, if any, of Article 6 of the Uniform Commercial Code as in force in
any state in which the Assets are located and all other laws applicable to bulk sales and transfers.
5.5
Conduct Pending Closing. Prior to consummation of the transactions contemplated
hereby or the termination or expiration of this Agreement pursuant to its terms, unless Sellers shall
otherwise consent in writing, Purchaser shall not take any action or fail or omit to take any action
which would cause any of Purchaser’s representations and warranties set forth in ARTICLE 4 to
be inaccurate or untrue during the term of this Agreement and as of the Closing.
5.6
Resale Certificate. Purchaser agrees to furnish to Sellers any resale certificate or
certificates or other similar documents reasonably requested by Sellers to comply with or obtain
an exemption from pertinent excise, sales and use tax laws.
5.7
Operating Covenant. Purchaser shall act in good faith in fulfilling its obligations
under this Agreement.
5.8

Governmental Approvals.

(a)
Best Efforts. Purchaser (a) shall use its best efforts to secure, as promptly
as possible after the Signing Date, all consents, approvals (or exemptions therefrom),
authorizations, clearances and licenses required to be obtained from governmental and regulatory
authorities in order to carry out the transactions contemplated by this Agreement and to cause all
of its covenants and agreements to be performed, satisfied and fulfilled, and (b) will provide such
other information and communications to governmental and regulatory authorities as Sellers or
such authorities may reasonably request. Purchaser is responsible for all filings with and requests
to governmental authorities necessary to enable Purchaser to operate the Hospital at and after the
Licensure Date. Purchaser acknowledges that Sellers may independently contact governmental
and regulatory authorities as part of this process.
(b)
Change of Ownership Applications. Purchaser shall, promptly, but no later
than ten (10) business days after the entry of the Sale Order, or sooner if required by applicable
governmental or regulatory authorities, file all applications, licensing packages and other
documents with all applicable governmental and regulatory authorities which are necessary for the
operation of a hospital and the consummation of the transactions hereunder, including the hospital
license change of ownership application with CDPH, the hospital pharmacy change of ownership
application with the BOP, and the Medicare and Medi-Cal change-of-ownership applications.
(c)
Attorney General Application. Purchaser and Sellers shall, promptly, but
no later than five (5) business days after the date of the Sale Order, file with the California Attorney
General (the “Attorney General”), the application and report forms required for the transactions
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contemplated hereby and any supplemental information that may be reasonably requested in
connection therewith pursuant to Title 11, Division 1, Chapter 15, Section 999.5 of the California
Code of Regulations (“Section 999.5”), which application and report forms and supplemental
information will comply in all material respects with the requirements of such regulations and shall
state that Purchaser agrees to close the transactions contemplated by this Agreement so long as
any conditions imposed by the Attorney General are not materially more burdensome than the
conditions attached hereto as Exhibit 5.8(c) (the “Accepted Conditions”). Purchaser shall pay all
fees (including, without limitation, attorneys’ fees) required of Purchaser or Sellers with respect
to the preparation and submission of the application, hearings, expert reports, Attorney General
attorney review time, reports and other requirements of the Attorney General under Section 999.5.
Each of Purchaser and Sellers shall furnish to the other such information and assistance as the
other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, the Attorney General, and each of Purchaser and Sellers shall keep the other
promptly apprised of any communications with, and inquires or requests for information from, the
Attorney General. Purchaser shall take such action as may be required by the Attorney General in
order to resolve with the minimum practicable delay any objections the Attorney General may
have to the transactions contemplated by this Agreement under Section 999.5. For any late
submission of the Attorney General application, at Seller’s election, either the Purchase Price shall
be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.
(d)
HSR Filing. Purchaser and Sellers shall, promptly, but no later than five (5)
business days after the date of the Sale Order, file with the Federal Trade Commission and the
Department of Justice the notification and report forms required for the transactions contemplated
hereby and any supplemental information that may be reasonably requested in connection
therewith pursuant to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the
“HSR Act”), which notification and report forms and supplemental information will comply in all
material respects with the requirements of the HSR Act. Purchaser shall pay all filing fees required
of Purchaser or Sellers with respect to the notification, report and other requirements of the HSR
Act. Each of Purchaser and Sellers shall furnish to the other such information and assistance as
the other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, any governmental authority under the HSR Act, and each of Purchaser and Sellers
shall keep the other promptly apprised of any communications with, and inquires or requests for
information from, such governmental authorities. Purchaser shall take such action (including
divestitures or hold separate arrangements) as may be required by any governmental authority in
order to resolve with the minimum practicable delay any objections such governmental authorities
may have to the transactions contemplated by this Agreement under the HSR Act. For any late
submission of the application under the HSR Act, at Seller’s election, either the Purchase Price
shall be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.

30
US_Active\114483166\V-7

ARTICLE 6
BANKRUPTCY COURT APPROVAL
6.1

Bankruptcy Court Approval.

(a)
Sellers and Purchaser acknowledge that this Agreement has been solicited
in conformity with the Bidding Procedures approved by the Bankruptcy Court on February 26,
2020 [Docket No. 4165] (the “Bid Procedures Order”), and that the sale of the Assets and the
assignment of the Assigned Contracts and Assigned Leases remain subject to Bankruptcy Court
approval. Purchaser further acknowledges that this Agreement and the transactions contemplated
hereby are subject to Sellers’ right and ability to consider higher or better competing bids with
respect to the Assets subject to the terms of the Bid Procedures Order. Pursuant to the Bid
Procedures Order, Purchaser shall, if its bid is determined to be the second highest bid, serve as a
back-up bidder (the “Back-up Bidder”) and, subject to the provisions of the Bid Procedures Order
with respect to the retention of the Deposit, keep Purchaser’s bid to consummate the transactions
contemplated by this Agreement on the terms and conditions set forth in this Agreement (as the
same may be modified with the written consent of Purchaser in any auction under the Bid
Procedures Order) open and irrevocable until the earlier of (i) (a) 5:00 p.m. pacific time on the
date which is thirty (30) days after the entry by the Bankruptcy Court of the Sale Order; or (b) 5:00
p.m. pacific time on May 31, 2020 (the “Outside Back-up Date”), or (ii) the date of closing of an
alternative transaction with the bidder who prevails at the auction (the “Prevailing Bidder”).
Following the entry of the Sale Order and prior to the Outside Back-up Date, if the Prevailing
Bidder breaches or fails to perform its obligations under the terms and conditions of its respective
transaction documents and Sellers terminate such agreement with the Prevailing Bidder, the Backup Bidder will be deemed to have the new prevailing bid, and the Bankruptcy Court order
approving the sale to the Prevailing Bidder shall provide that Sellers will be authorized, without
further order of the Bankruptcy Court, to consummate the transactions contemplated by this
Agreement on the terms and conditions set forth in this Agreement (as the same may be modified
with the written consent of Purchaser in the auction) with the Back-up Bidder.
(b)
Purchaser further acknowledges that this Agreement is subject to
termination, up to the time of entry of the Sale Order, except to the extent otherwise provided in
the Bid Procedures Order, in the event Sellers in the reasonable exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ Assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code.
(c)
Sellers shall, at any hearing to consider approval of this Agreement (the
“Sale Hearing”), exercise reasonable efforts to expeditiously obtain a “Sale Order” approving this
Agreement subject to the reasonable exercise of their fiduciary duties to consider and accept a
higher and better offer for Sellers’ assets in accordance with the Bankruptcy Code and this
Agreement. For purposes of this Agreement, the term “Sale Order” shall mean an order of the
Bankruptcy Court in form and substance reasonably acceptable to Purchaser, authorizing the sale
of the Assets pursuant to Section 363(b) of the Bankruptcy Code (including the Sellers’ assumption
and assignment to Purchaser of the Assigned Contracts and Assigned Leases pursuant to Section
365 of the Bankruptcy Code) on the terms and conditions set forth herein, free and clear of all
Encumbrances (other than Permitted Exceptions) and Excluded Liabilities, including, for the
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avoidance of doubt, any successor liability, to the maximum extent permitted by the Bankruptcy
Code. For the avoidance of doubt, in the event the Sale Order is not in form and substance
reasonably acceptable to Purchaser, Purchaser may, at its sole election, terminate the transaction
proposed hereby.
(d)
Sellers agree, subject to the reasonable exercise of their fiduciary duties, to
expeditiously seek a Bankruptcy Court determination that Purchaser is a good faith purchaser
within the meaning of Section 363(m) of the Bankruptcy Code and in good faith to file such
declarations and other evidence as may be required to support a determination.
(e)
Sellers shall seek expeditiously an order from the Bankruptcy Court
retaining jurisdiction over all matters relating to claims against Sellers, whether or not arising in
connection with this Agreement, solely in the Bankruptcy Court.
6.2
Appeal of Sale Order. In the event an appeal is taken or a stay pending appeal is
requested from the Sale Order, Sellers shall immediately notify Purchaser of such appeal or stay
request and shall provide to Purchaser promptly a copy of the related notice of appeal or order of
stay. Sellers shall also provide Purchaser with written notice of any motion or application filed in
connection with any appeal from either of such orders. In the event of an appeal of the Sale Order,
Sellers shall be primarily responsible for drafting pleadings and attending hearings as necessary to
defend against the appeal.
6.3
Bidding Procedures. Sellers and Purchaser shall comply with the terms of the Bid
Procedures Order. Sellers shall sign this Agreement as and when permitted pursuant to the Bid
Procedures Order and the Sale Order.
(a) Any Competing Bidder (as defined in the Bid Procedures) must be a Qualified
Bidder (as defined in the Bid Procedures Order) under the conditions set forth in the Bid
Procedures without waiver thereof or extension of any timing or similar conditions. Purchaser is
irrevocably deemed to be a Qualified Bidder.
(b) The Sellers shall immediately upon determination that a bid is a Qualified Bid,
simultaneously provide to all Qualified Bidders copies of all other Qualified Bids.
ARTICLE 7
CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS
Sellers’ obligation to sell the Assets and to close the transactions as contemplated by this
Agreement shall be subject to the satisfaction of each of the following conditions on or prior to the
Closing Date unless specifically waived in writing by Sellers in whole or in part at or prior to the
Closing:
7.1
Signing and Delivery of Instruments. Purchaser shall have executed and delivered
all documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
7.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
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Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
7.3
Governmental Submissions. Purchaser shall have submitted the hospital license
change of ownership application to CDPH and the hospital pharmacy change of ownership
application to the BOP.
7.4
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c).
7.5

Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale

Order.
7.6
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
ARTICLE 8
CONDITIONS PRECEDENT TO OBLIGATIONS OF PURCHASER
Purchaser’s obligation to purchase the Assets and to close the transactions contemplated
by this Agreement shall be subject to the satisfaction of each of the following conditions on or
prior to the Closing Date unless specifically waived in writing by Purchaser in whole or in part at
or prior to the Closing.
8.1
Signing and Delivery of Instruments. Sellers shall have executed and delivered all
documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
8.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
8.3
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c). In the event the Attorney General
imposes conditions on the transactions contemplated by this Agreement, or on Purchaser in
connection therewith which are materially more burdensome than the Purchaser Approved
Conditions set forth on Exhibit 5.8(c) (the “Additional Conditions”), Sellers shall file a motion
with the Bankruptcy Court seeking the entry of an order (“Supplemental Sale Order”) finding
that the Additional Conditions are an “interest in property” for purposes of 11 U.S.C. § 363(f), and
that the Assets can be sold free and clear of the Additional Conditions without the imposition of
any other conditions, which would adversely affect the Purchaser. For purposes of this Section
8.3, Additional Conditions which individually or collectively impose a direct or indirect cost to
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Purchaser of Five Million Dollars ($5,000,000), or more, shall be conclusively deemed to be
“materially more burdensome.” If Sellers fail to obtain such Supplemental Sale Order within sixty
(60) days of the Attorney General’s imposition of Additional Conditions, Purchaser (at its sole
discretion) shall be entitled to terminate this Agreement and receive the return of its Deposit or
elect to extend such sixty (60) day period. Upon the entry of such an order from the Bankruptcy
Court, and so long as such order is not stayed, Purchaser shall be required to consummate the
transactions contemplated by this Agreement. If Sellers do not obtain such an order, or such order
does not relieve the Additional Conditions to the satisfaction of Purchaser, Purchaser shall not be
required to consummate the transactions contemplated by this Agreement.
8.4
Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale
Order and made a finding that Purchaser is a “good faith” purchaser, and such order shall not
subject to any stay.
8.5
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
8.6
Medicare and Medi-Cal Provider Agreement. Following consultation with
Purchaser, Sellers shall have obtained agreements with CMS and DHCS or an order from the
Bankruptcy Court that has not been stayed with respect to the transfer of the Medicare Provider
Agreement and/or the Medi-Cal Provider Agreement, such that (a) all liabilities, obligations and
Encumbrances under the Medicare/Medi-Cal Agreements are fully satisfied, discharged, and
released with regard to any claims under the Medicare/Medi-Cal Agreements, whether known or
unknown, that CMS or DHCS has against the Sellers or Purchaser for liabilities and obligations
arising under the Medicare/Medi-Cal Agreements before the Effective Time, and (b) the
Medicare/Medi-Cal Agreements will be transferred to Purchaser as of the Effective Time free and
clear of such pre-Closing liabilities, obligations and Encumbrances; provided, however, that
Purchaser acknowledges and agrees that it may be treated by CMS and DHCS as the successor to
the quality history associated with the relevant Medicare/Medi-Cal Agreements assigned and, for
purposes of survey and certification issues associated with such quality history, Purchaser may be
treated as if it is the relevant Seller and no change of ownership occurred.
8.7
Collective Bargaining Agreements and Labor Contracts. Sellers shall have
satisfied, in all material respects, their obligations set forth in Section 4.9(b). For the avoidance
of doubt, in the event that Purchaser and each labor union has not entered into an agreement
described in Section 4.9(b)(i) or (ii), then material satisfaction of Section 4.9(b) means that Seller
has filed or taken action to reject and terminate any such collective bargaining agreement and that
the Bankruptcy Court has entered an order granting Seller’s requested rejection of such collective
bargaining agreement prior to the Closing Date.
ARTICLE 9
TERMINATION
9.1

Termination. This Agreement may be terminated at any time prior to Closing:
(a)

by the mutual written consent of the Parties;
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(b)
by Sellers if a material breach of this Agreement has been committed by
Purchaser and such breach has not been (i) waived in writing by Sellers or (ii) cured by Purchaser
to the reasonable satisfaction of Sellers within fifteen (15) business days after Sellers provide
Purchaser of a written notice which describes the nature of such breach and acceptable cure
actions; provided, however, Sellers shall not be permitted to terminate this Agreement pursuant to
this Section 9.1(b) if Sellers are also in material breach of this Agreement;
(c)
by Purchaser if Purchaser has complied with Section 3.8 and a material
breach of this Agreement has been committed by Sellers, which material breach has resulted, or
would more likely than not result, in a Material Adverse Effect on the Assets taken as a whole,
and such breach has not been (i) waived in writing by Purchaser or (ii) cured by Sellers to the
reasonable satisfaction of Purchaser within fifteen (15) business days after Purchaser provides
Sellers of a written notice which describes the nature of such breach and acceptable cure actions;
provided, however, Purchaser shall not be permitted to terminate this Agreement pursuant to this
Section 9.1(c) if Purchaser is also in material breach of this Agreement;
(d)
by Purchaser if satisfaction of any condition in ARTICLE 8 is or becomes
impossible and Purchaser has not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Purchaser to comply with its obligations under this Agreement or (ii) Sellers’ failure to
provide their closing deliveries on the Closing Date as a result of Purchaser not being ready, willing
and able to close the transaction on the Closing Date);
(e)
by Sellers if satisfaction of any such condition in ARTICLE 7 is or becomes
impossible and Sellers have not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Sellers to comply with their obligations under this Agreement or (ii) Purchaser’s failure
to provide its closing deliveries on the Closing Date as a result of Sellers not being ready, willing
and able to close the transaction on the Closing Date);
(f)
by either Purchaser or Sellers if the Bankruptcy Court enters an order
dismissing the Bankruptcy Case prior to the sale closing or fails to approve the sale of the Assets
to Purchaser;
(g)
by Sellers in the event Sellers in the exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code;
(h)
by Purchaser in the event that its Back-Up Bidder status has expired in
accordance with the Bid Procedures Order and/or the terms of this Agreement; and
(i)
by either Purchaser or Sellers if the Closing has not occurred (other than
through the failure of any Party seeking to terminate this Agreement to comply fully with its
obligations under this Agreement) on or before September 1, 2020 (the “Termination Date”);
provided, that the Termination Date shall be extended in the event the conditions set forth in
Section 7.4 and Section 8.3 have not been satisfied (but the conditions to Closing in Article 7 and
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Article 8 have otherwise been satisfied other than such conditions that are to be satisfied by
payments and deliveries to be made at the Closing) to the earlier of (A) ten (10) business days after
the satisfaction of the conditions set forth in Section 7.4 and Section 8.3 or (B) December 31, 2020.
9.2
Termination Consequences. If this Agreement is terminated pursuant to Section
9.1: (a) all further obligations of the Parties under this Agreement shall terminate, other than
Purchaser’s right to receive a return on the Deposit in accordance with Section 1.2 and a break-up
fee in accordance with the Bidding Procedures, and provided that the provisions of ARTICLE 11
shall survive, and (b) each Party shall pay the costs and expenses incurred by it in connection with
this Agreement; provided, however, that in the case of any termination based on Section 9.1(b) or
Section 9.1(c), the consequences of such termination shall be determined in accordance with
ARTICLE 11 hereof. Each Party acknowledges that the agreements contained in this Section 9.2
are an integral part of the transactions contemplated by this Agreement, that without these
agreements such Party would not have entered into this Agreement.
9.3
Additional Termination Consequences. In the event that Purchaser is not the
winning bidder as defined in the Bidding Procedures order, Purchaser shall be paid the Stalking
Horse Bidder Protections in accordance with the Bidding Procedures Order.
ARTICLE 10
POST-CLOSING MATTERS
10.1 Excluded Assets. Subject to Section 10.2 hereof, any Excluded Asset (or proceeds
thereof) (a) pursuant to the terms of this Agreement, (b) as otherwise determined by the Parties’
mutual written agreement or (c) absent such agreement, as determined by adjudication by the
Bankruptcy Court, which comes into the possession, custody or control of Purchaser (or its
respective successors-in-interest, assigns or affiliates) shall, within ten (10) business days
following receipt, be transferred, assigned or conveyed by Purchaser (and its respective
successors-in-interest, assigns and affiliates) to Sellers without imposing any charge to Sellers for
Purchaser’s transfer, storage, handling or holding of same on and after the Effective Time.
Purchaser (and its respective successors-in-interest, assigns and affiliates) shall have neither the
right to offset amounts payable to Sellers under this Section 10.1 against, nor the right to contest
its obligation to transfer, assign and convey to Sellers because of, outstanding claims, liabilities or
obligations asserted by Purchaser against Sellers. If Purchaser does not remit any monies included
in the Excluded Assets (or proceeds thereof) to Sellers in accordance with the first sentence of this
Section 10.1, such withheld funds shall bear interest at the Prime Rate in effect on the calendar
day upon which such payment was required to be made to Sellers (the “Excluded Asset Due
Date”) plus five percent (5%) (or the maximum rate allowed by law, whichever is less), such
interest accruing on each calendar day after the Excluded Asset Due Date until payment of the
Excluded Assets and all interest thereon is made to Sellers.
10.2

Preservation and Access to Records After the Closing.

(a)
From the Licensure Date until seven (7) years after the Licensure Date or
such longer period as required by law (the “Document Retention Period”), Purchaser shall keep
and preserve all medical records, patient records, medical staff records and other books and records
which are among the Assets as of the Effective Time, but excluding any records which are among
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the Excluded Assets. Purchaser will afford to the representatives of Sellers, any of their affiliates,
the Official Committee of the Unsecured Creditors of the Sellers, Sellers’ estate representative or
any liquidating trustee of the Sellers’ bankruptcy estate (“Seller Parties”), including their counsel
and accountants, full and complete access to, and copies (including, without limitation, color laser
copies) of, such records with respect to time periods prior to the Licensure Date (including, without
limitation, access to records of patients treated at the Hospital prior to the Licensure Date) during
normal business hours after the Licensure Date, to the extent reasonably needed by any Seller Party
for any lawful purpose. Purchaser acknowledges that, as a result of entering into this Agreement
and operating the Hospital, it will gain access to patient records and other information which are
subject to rules and regulations concerning confidentiality. Purchaser shall abide by any such rules
and regulations relating to the confidential information it acquires. Purchaser shall maintain the
patient and medical staff records at the Hospital in accordance with applicable law and the
requirements of relevant insurance carriers. After the expiration of the Document Retention
Period, if Purchaser intends to destroy or otherwise dispose of any of the documents described in
this Section 10.2(a), Purchaser shall provide written notice to Sellers of Purchaser’s intention no
later than forty-five (45) calendar days prior to the date of such intended destruction or disposal.
Any of the Seller Parties shall have the right, at its sole cost, to take possession of such documents
during such forty-five (45) calendar day period. If any of the Seller Parties do not take possession
of such documents during such forty-five (45) calendar day period, Purchaser shall be free to
destroy or otherwise dispose of such documentation upon the expiration of such forty-five (45)
calendar day period.
(b)
Provided that Purchaser shall not incur any out of pocket costs, Purchaser
shall give full cooperation to the Seller Parties and their insurance carriers in connection with the
administration of Sellers’ estate, including, without limitation, in connection with all claims,
actions, causes of action or audits relating to the Excluded Assets, Excluded Liabilities or preClosing operation of the Sellers or the Hospital that any Seller Party may elect to pursue, dispute
or defend, in respect of events occurring prior to the Licensure Date with respect to the operation
of the Hospital. Such cooperation shall include, without limitation, making the Hired Employees
available for interviews, depositions, hearings and trials and other assistance in connection with
the administration of Sellers’ estate and such cooperation shall also include making all of its
employees available to assist in the securing and giving of evidence and in obtaining the presence
and cooperation of witnesses (all of which shall be done without payment of any fees or expenses
to Purchaser or to such employees. In addition, Sellers and Sellers’ affiliates shall be entitled to
remove from the Hospital originals of any such records, but only for purposes of pending litigation
involving the persons to whom such records refer, as certified in writing prior to removal by
counsel retained by Sellers or any of Sellers’ affiliates in connection with such litigation. Any
records so removed from the Hospital shall be promptly returned to Purchaser following Sellers’
or its applicable affiliate’s use of such records.
(c)
In connection with (i) the transition of the Hospital pursuant to the
transaction contemplated by this Agreement, (ii) Sellers’ rights to the Excluded Assets, (iii) any
claim, audit, or proceeding, including, without limitation, any tax claim, audit, or proceeding and
(iv) the Sellers’ obligations under the Excluded Liabilities, Purchaser shall after the Effective Time
give Sellers access during normal business hours to Purchaser’s books, personnel, accounts and
records and all other relevant documents and information with respect to the assets, liabilities and
business of the Hospital as representatives of Sellers and Sellers’ affiliates may from time to time
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reasonably request, all in such manner as not to unreasonably interfere with the operations of the
Hospital.
(d)
Purchaser and its representatives shall be given access by Sellers during
normal business hours to the extent reasonably needed by Purchaser for business purposes to all
documents, records, correspondence, work papers and other documents retained by Sellers
pertaining to any of the Assets prior to the Effective Time (excluding confidential employee
information, privileged materials and patient records), all in such manner as to not interfere
unreasonably with Sellers. Such documents and other materials shall be, at Sellers’ option, either
(i) copied by Sellers for Purchaser at Purchaser’s expense, or (ii) removed by Purchaser from the
premises, copied by Purchaser and promptly returned to Sellers.
(e)
Purchaser shall comply with, and be solely responsible for, all obligations
under the Standards for Privacy of Individually Identifiable Health Information (45 CFR Parts 160
and 164) promulgated pursuant to the Health Insurance Portability and Accountability Act of 1996
and any and all corresponding California state law requirements with respect to the operation of
the Hospital on and after the Licensure Date.
(f)
Purchaser shall cooperate with Sellers, on a timely basis and as reasonably
requested by Sellers, in connection with the provision of all data of the Hospital and other
information required by Sellers for reporting purposes, including without limitation QAF or DSH
reporting.
(g)
To the maximum extent permitted by law, if any Person requests or
demands, by subpoena or otherwise, any documents relating to the Excluded Liabilities or
Excluded Assets, including without limitation, documents relating to the operations of any of the
Hospital or any of the Hospital’s committees prior to the Licensure Date, prior to any disclosure
of such documents, Purchaser shall notify Sellers and shall provide Sellers with the opportunity to
object to, and otherwise coordinate with respect to, such request or demand.
10.3 Provision of Benefits of Certain Contracts. Notwithstanding anything contained
herein to the contrary, this Agreement shall not constitute an agreement to assign any Assigned
Contract or Assigned Lease, if, notwithstanding the provisions of Sections 363 and 365 of the
Bankruptcy Code, an attempted assignment thereof, without the consent of the third party thereto,
would constitute a breach thereof or in any way negatively affect the rights of Sellers or Purchaser,
as the assignee of such Assigned Contract or Assigned Lease, as the case may be, thereunder. If,
notwithstanding the provisions of Sections 363 and 365 of the Bankruptcy Code, such consent or
approval is required but not obtained, Sellers will cooperate with Purchaser in any reasonable
arrangement designed to both (a) provide Purchaser with the benefits of or under any such
Assigned Contract or Assigned Lease, and (b) cause Purchaser to bear all costs and obligations of
or under any such Assigned Contract or Assigned Lease. Further, notwithstanding anything
contained in this Agreement to the contrary, this Agreement shall not constitute an agreement to
assign any Account Receivable the assignment of which is either prohibited by law or by the terms
of any contract with a payor without the consent of such payor.
10.4 General Cooperation and Turnover Obligations. The Parties shall cooperate to
ensure that any and all payments that constitute “Excluded Assets” shall be paid to and received
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by Sellers, with any payments that constitute “Assets” transferred to Purchaser pursuant to Section
1.7 or that otherwise arise from services rendered by Purchaser on or after the Licensure Date be
paid to and received by Purchaser. In this regard, for a period of two (2) years after the Effective
Date (“Turnover Period”), the Parties shall, within ten (10) business days of receipt, copy and
send to the other Party copies (either in hard copy or via electronic file) of all remittance advices
for all deposits to all Lockboxes or other bank accounts for the Receivables, from whatever payor
or source of funds, that are received on and after the Effective Time. In the event that payments
that constitute a transferred Asset are deposited to a bank account of Sellers which is not
automatically swept or transferred to Purchaser, then Sellers, within ten (10) days of notice of the
receipt of such payments shall turnover and pay Purchaser said funds. In the event that a deposit
representing payment of any Excluded Assets is received by Purchaser, then Purchaser, within ten
(10) days of notice of the receipt of funds representing any Excluded Assets, shall turnover and
pay Sellers such funds. Each Party shall have the right, within three (3) months after the expiration
of the Turnover Period, to audit by an independent and competent auditor, at the requesting Party’s
sole expense, of the bank records and remittance advices of the other Party. Thereafter, upon the
findings of the auditor that there has either been an overpayment or and underpayment of funds
due, the Party owning funds shall, within ten (10) business days, make a payment of such funds to
whom they are owed.
10.5 Closing of Financials. Provided that Purchaser shall not incur any out of pocket
costs, Purchaser shall cause the individual acting as the chief financial officer of the Hospital after
the Effective Time (the “Post-Effective Time CFO”) to cooperate with Sellers’ representatives in
order to complete the standardized closing of Sellers’ financial records through the Licensure Date
including, without limitation, the closing of general ledger account reconciliations (collectively,
the “Closing of Financials”). Purchaser shall cause the Post-Effective Time CFO to use their
good faith efforts to cooperate with Sellers’ representatives in order to complete the Closing of
Financials by no later than the date which is sixty (60) calendar days after the Closing Date. The
Post-Effective Time CFO and other appropriate personnel shall be reasonably available to Sellers
for a period of no less than one hundred eighty (180) calendar days after the Closing Date to assist
Sellers in the completion of Sellers’ post-Closing audit, such assistance not to interfere
unreasonably with such Post-Effective Time CFO’s other duties.
10.6 Medical Staff. To ensure continuity of care in the community, Purchaser agrees
that the Hospital’s medical staff members in good standing as of the Licensure Date shall maintain
medical staff privileges at the Hospital as of the Licensure Date. On and after the Licensure Date,
the medical staff will be subject to the Hospital’s Medical Staff Bylaws then currently in effect,
provided that such Bylaws are in compliance with all applicable laws and regulations and contain
customary obligations.
10.7 Shared Intangible Assets. In the event and to the extent that certain intangible
Assets transferred by Sellers have been used to operate businesses of Verity or Verity Holdings or
their affiliates (“Shared Intangible Assets”) and such Shared Intangible Assets continue to be
used by Verity or Verity Holdings or their affiliates to operate such businesses after Closing, Verity
and Verity Holdings retain the rights to continue to use such Assets notwithstanding their sale to
Purchaser. Purchaser shall reasonably cooperate with Verity and Verity Holdings and their
affiliates to give effect to such rights and shall provide Verity and Verity Holdings and their
affiliates such documentation, records and information and reasonable access to such systems as
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necessary for Verity and Verity Holdings and their affiliates to continue to operate such businesses;
all in such manner as not to reasonably interfere with the operations of the Hospitals; provided,
however, Purchaser shall not be required to incur any out-of-pocket costs in association therewith
unless reimbursed by Verity and Verity Holdings and their affiliates.
ARTICLE 11
DEFAULT, TAXES AND COST REPORTS
11.1 Purchaser Default. If the Agreement is terminated pursuant to Section 9.1(b),
Sellers shall be entitled to retain the Deposit, and Sellers may, in addition thereto, pursue any rights
or remedies that Sellers may have under this Agreement or applicable law, including the right to
sue for damages or specific performance.
11.2 Sellers Default. If the Agreement is terminated pursuant to Section 9.1(c),
Purchaser shall have the right to demand and receive a refund of the Deposit, and Purchaser may,
in addition thereto, pursue any rights or remedies that Purchaser may have under applicable law,
including the right to sue for damages or specific performance.
11.3

Tax Matters; Allocation of Purchase Price.

(a)
After the Licensure Date, the Parties shall cooperate fully with each other
and shall make available to each other, as reasonably requested, all information, records or
documents relating to tax liabilities or potential tax liabilities attributable to Sellers with respect to
the operation of the Hospital for all periods prior to the Licensure Date and shall preserve all such
information, records and documents at least until the expiration of any applicable statute of
limitations or extensions thereof. The Parties shall also make available to each other to the extent
reasonably required, and at the reasonable cost of the requesting Party (for out-of-pocket costs and
expenses only), personnel responsible for preparing or maintaining information, records and
documents in connection with tax matters and as Sellers reasonably may request in connection
with the completion of any post-Closing audits of the Hospital.
(b)
Solely for purposes of tax reporting, Schedule 11.3 sets forth the allocation
of the Purchase Price (including any liabilities that are considered to be an increase to the Purchase
Price for United States federal income tax purposes) among the Assets in accordance with Section
1060 of the Code and the Treasury Regulations promulgated thereunder (the “Allocation
Schedule”). The Allocation Schedule shall be final and binding upon Sellers and Purchaser with
respect to matters relating to required tax reporting by each such Party. The Parties shall refrain
from taking any position that is inconsistent with the Allocation Schedule with respect to tax
reporting.
11.4

Cost Report Matters.

(a)
Consistent with Section 4.4, Sellers shall, at Purchaser’s expense, prepare
and timely file all cost reports relating to the periods ending prior to the Licensure Date or required
as a result of the consummation of the transactions described in this Agreement, including, without
limitation, those relating to Medicare, Medicaid, and other third party payors which settle on a cost
report basis (the “Seller Cost Reports”).
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(b)
Upon reasonable notice and during normal business office hours, Purchaser
will cooperate reasonably with Sellers in regard to Sellers’ preparation and filing of the Seller Cost
Reports. Such cooperation shall include, at no cost to Sellers, obtaining access to files at the
Hospital and Purchaser’s provision to Sellers of data and statistics, and the coordination with
Sellers pursuant to reasonable notice of Medicare and Medicaid exit conferences or meetings.
Sellers shall have no obligations after the Licensure Date with respect to Seller Cost Reports except
for preparation and filing thereof.
ARTICLE 12
MISCELLANEOUS PROVISIONS
12.1 Further Assurances and Cooperation. Each Party shall execute, acknowledge and
deliver to the other Party any and all other assignments, consents, approvals, conveyances,
assurances, documents and instruments reasonably requested by such Party at any time and shall
take any and all other actions reasonably requested by such Party at any time for the purpose of
consummating the transactions hereunder and fulfilling such Party’s obligations hereunder. After
consummation of the transactions contemplated in this Agreement, the Parties agree to cooperate
with each other and take such further actions as may be necessary or appropriate to effectuate,
carry out and comply with all of the terms of this Agreement, the documents referred to in this
Agreement and the transactions contemplated hereby.
12.2 Successors and Assigns. All of the terms and provisions of this Agreement shall
be binding upon and shall inure to the benefit of and be enforceable by the respective successors
and assigns of the Parties hereto; provided, however, that no Party hereto may assign any of its
rights or delegate any of its duties under this Agreement without the prior written consent of the
other Parties which consent shall not be unreasonably withheld or delayed, except that Purchaser
may, without the prior written consent of Sellers, assign all or any portion of its rights under this
Agreement to one or more of its affiliates prior to the Closing Date so long as such affiliate was
described and was part of the Attorney General application under Section 5.8(c) and provided that
any such assignment shall not relieve Purchaser of or reduce Purchaser’s obligations under this
Agreement.
12.3 Governing Law; Venue. This Agreement shall be construed, performed, and
enforced in accordance with, and governed by, the laws of the State of California (without giving
effect to the principles of conflicts of laws thereof), except to the extent that the laws of such State
are superseded by the Bankruptcy Code or other applicable federal law. For so long as Sellers are
subject to the jurisdiction of the Bankruptcy Court, the Parties irrevocably elect, as the sole judicial
forum for the adjudication of any matters arising under or in connection with the Agreement, and
consent to the exclusive jurisdiction of, the Bankruptcy Court. The Parties hereby consent to the
jurisdiction of such court and waive their right to challenge any proceeding involving or relating
to this Agreement on the basis of lack of jurisdiction over the Person or forum non conveniens.
12.4 Amendments. This Agreement may not be amended other than by written
instrument signed by the Parties.
12.5 Exhibits, Schedules and Disclosure Schedule. The Disclosure Schedule and all
exhibits and schedules referred to in this Agreement shall be attached hereto and are incorporated
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by reference herein. From the Signing Date until the Closing, the Parties agree that Sellers may
update the Disclosure Schedule as necessary upon written notice to Purchaser, and the applicable
representation and warranty shall thereafter be deemed amended for all purposes by such updated
Disclosure Schedule. Notwithstanding the foregoing, should any exhibit or schedule not be
completed and attached hereto as of the Signing Date, Sellers and Purchaser shall promptly
negotiate in good faith any such exhibit or schedule, which exhibit or schedule must be acceptable
to each of Sellers and Purchaser in their reasonable discretion prior to being attached hereto. Any
matter disclosed in this Agreement or in the Disclosure Schedule with reference to any Section of
this Agreement shall be deemed a disclosure in respect of all sections to which such disclosure
may apply. The headings, if any, of the individual sections of the Disclosure Schedule are provided
for convenience only and are not intended to affect the construction or interpretation of this
Agreement. The Disclosure Schedule is arranged in sections and paragraphs corresponding to the
numbered and lettered sections and paragraphs of this Agreement merely for convenience, and the
disclosure of an item in one section of the Disclosure Schedule as an exception to a particular
obligation, representation or warranty shall be deemed adequately disclosed as an exception with
respect to all other obligations, representations or warranties, notwithstanding the presence or
absence of an appropriate section of the Disclosure Schedule with respect to such other obligation,
representations or warranties or an appropriate cross reference thereto.
12.6 Notices. Any notice, demand, letter or other communication required, permitted,
or desired to be given hereunder shall be deemed effectively given when either personally
delivered, or when received by telegraphic or other electronic means (including facsimile) or
overnight courier, or five (5) calendar days after being deposited in the United States mail, with
postage prepaid thereon, certified or registered mail, return receipt requested, addressed as follows:
If to Sellers:

Verity Health System of California, Inc.
601 South Figueroa St., Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With a copies to:
Dentons US LLP
(which copies shall 601 South Figueroa St., Suite 2500
not constitute notice) Los Angeles, CA 90017-5704
Attention: Tania Moyron, Esq.
Telephone: 213-243-6101
If to Purchaser:

Prime Healthcare Services, Inc.
3480 East Guasti Road, 2nd Floor
Ontario, California 91761
Attention: General Counsel
Facsimile: 909-235-4316

With a copy to:
McDermott Will & Emery LLP
(which copies shall 2049 Century Park East, Suite 3200
not constitute notice) Los Angeles, California 90067
Attention: Jeffrey Reisner, Esq.
Facsimile: 310-277-4730
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or at such other address as one Party may designate by notice hereunder to the other Parties.
12.7 Headings. The section and other headings contained in this Agreement and in the
Disclosure Schedule, exhibits and schedules to this Agreement are included for the purpose of
convenient reference only and shall not restrict, amplify, modify or otherwise affect in any way
the meaning or interpretation of this Agreement or the Disclosure Schedule, exhibits and schedules
hereto.
12.8 Publicity. Prior to the Closing Date, Sellers and Purchaser shall consult with each
other as to the form and substance of any press release or other public disclosure materially related
to this Agreement or any other transaction contemplated hereby and each shall have the right to
review and comment on the other’s press releases at least forty-eight (48) hours prior to issuance;
provided, however, that nothing in this Section 12.8 shall be deemed to prohibit either Sellers or
Purchaser from making any disclosure that its counsel deems necessary or advisable in order to
satisfy either Party’s disclosure obligations imposed by law subject to reasonable prior notice to
the other Party thereof.
12.9 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all Parties.
12.10 Gender and Number; Construction; Affiliates. All references to the neuter gender
shall include the feminine or masculine gender and vice versa, where applicable, and all references
to the singular shall include the plural and vice versa, where applicable. Unless otherwise
expressly provided, the word “including” followed by a listing does not limit the preceding words
or terms and shall mean “including, without limitation.” Any reference in this Agreement to an
“affiliate” shall mean any Person directly or indirectly controlling, controlled by or under common
control with a second Person. The term “control” (including the terms “controlled by” and “under
common control with”) means the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise. A “Person” shall mean any natural person, partnership,
corporation, limited liability company, association, trust or other legal entity.
12.11 Third Party Beneficiary. None of the provisions contained in this Agreement are
intended by the Parties, nor shall they be deemed, to confer any benefit on any person not a party
to this Agreement, except for the Parties’ successors and permitted assigns, and except for any
liquidating trustee or plan administrator for Sellers’ estate.
12.12 Expenses and Attorneys’ Fees. Except as otherwise provided in this Agreement,
each Party shall bear and pay its own costs and expenses relating to the preparation of this
Agreement and to the transactions contemplated by, or the performance of or compliance with any
condition or covenant set forth in, this Agreement, including without limitation, the disbursements
and fees of their respective attorneys, accountants, advisors, agents and other representatives,
incidental to the preparation and carrying out of this Agreement, whether or not the transactions
contemplated hereby are consummated. The Parties expressly agree that all sales, transfer,
documentary transfer and similar taxes, fees, surcharges and the like in connection with the sale
of the Assets shall be borne by Purchaser. If any action is brought by any Party to enforce any
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provision of this Agreement, the prevailing Party shall be entitled to recover its court costs and
reasonable attorneys’ fees.
12.13 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same Agreement, binding on all of the Parties hereto. The Parties agree that facsimile copies of
signatures shall be deemed originals for all purposes hereof and that a Party may produce such
copies, without the need to produce original signatures, to prove the existence of this Agreement
in any proceeding brought hereunder.
12.14 Entire Agreement. This Agreement, the Disclosure Schedule, the exhibits and
schedules, and the documents referred to in this Agreement contain the entire understanding
between the Parties with respect to the transactions contemplated hereby and supersede all prior
or contemporaneous agreements, understandings, representations and statements, oral or written,
between the Parties on the subject matter hereof (the “Superseded Agreements”), which
Superseded Agreements shall be of no further force or effect.
12.15 No Waiver. Any term, covenant or condition of this Agreement may be waived at
any time by the Party which is entitled to the benefit thereof but only by a written notice signed by
the Party expressly waiving such term or condition. The subsequent acceptance of performance
hereunder by a Party shall not be deemed to be a waiver of any preceding breach by any other
Party of any term, covenant or condition of this Agreement, other than the failure of such other
Party to perform the particular duties so accepted, regardless of the accepting Party’s knowledge
of such preceding breach at the time of acceptance of such performance. The waiver of any term,
covenant or condition shall not be construed as a waiver of any other term, covenant or condition
of this Agreement.
12.16 Severability. If any term, provision, condition or covenant of this Agreement or
the application thereof to any Party or circumstance shall be held to be invalid or unenforceable to
any extent in any jurisdiction, then the remainder of this Agreement and the application of such
term, provision, condition or covenant in any other jurisdiction or to persons or circumstances
other than those as to whom or which it is held to be invalid or unenforceable, shall not be affected
thereby, and each term, provision, condition and covenant of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.
12.17 Time is of the Essence. Time is of the essence for all dates and time periods set
forth in this Agreement and each performance called for in this Agreement.
12.18 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
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ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.18. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[REMAINDER OF PAGE IS BLANK]
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Exhibit 1.3(a) to APA
Form of Leaseback Agreement
See attached.
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SALE LEASEBACK AGREEMENT
[Note: This agreement is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital
Newco and Manager. This structure is not required.]
This Sale Leaseback Agreement (the “Leaseback Agreement”) is made and entered into
as of ___________, 2020 (the “Signing Date”), by and among St. Francis Medical Center, a
California nonprofit public benefit corporation (the “Corporation”) on the one hand, and
____________________________ (“Parent Company”) and ___________________ (“Hospital
Newco,” and collectively with Parent Company, the “Parent Company Parties”) on the other
hand. The Corporation, Parent Company, and Hospital Newco may be referred to herein
individually as a “Party,” and collectively as the “Parties.”
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company and the Corporation have entered into that certain Asset Purchase
Agreement, dated of even date herewith (the “APA”), which provides for the sale of the assets of
the Corporation and related assets (collectively, the “Assets”). Capitalized terms not defined in
this Leaseback Agreement shall have the meanings given to such terms in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”).
E.
Parent Company designated its affiliate, Hospital Newco, as the owner of the
Corporation’s Assets purchased by Parent Company under the APA (the “Designation”), and its
affiliate _________________________ (the “Manager”) as the operator of the Hospital.
F.
Pursuant to Section 1.3 of the APA, the Corporation, Parent Company, and the
Manager, are entering into that certain Interim Management Agreement (“IMA”) of even date
herewith, and commencing at the Effective Time, to enable the Manager to manage the day-to-day
operations of the Hospital following the Closing until the Manager is issued the Licenses necessary
to operate the Hospital (for the avoidance of doubt, that date will occur when the Manager is issued
both a license to operate the Hospital as an acute care hospital by the California Department of
Public Health, and a permit to operate a hospital-based pharmacy by the California Board of
Pharmacy (collectively, the “New Licenses”)).
A.
Pursuant to the APA, at the Effective Time, Parent Company will purchase the
Corporation’s Assets, except for the Excluded Assets (as set forth in the APA). Also pursuant to
3
US_Active\114483166\V-7

the APA, that portion of the Assets constituting drugs, dangerous devices, pharmacy systems, or
other pharmacy assets (the “Pharmacy Assets”), the Medicare/Medi-Cal Agreements, the
Lockboxes, the Transferred Managed Care Agreements and the Transferred Private Payor
Agreements (collectively, the “Licensure Date Assets”) shall transfer to Parent Company (or its
affiliate) as of the Licensure Date.
B.
Immediately following the Closing, and until the Manager obtains the New
Licenses, the Parent Company Parties desire to lease back or license to the Corporation all of the
then-acquired Corporation’s Assets used in the operation of the Hospital, and the Corporation
desires to so lease or license such Corporation’s Assets from the Parent Company Parties on the
terms and conditions set forth herein. The Corporation’s Assets shall exclude the Licensure Date
Assets, which the Corporation shall own until the New Licenses are issued.
AGREEMENT
NOW, THEREFORE, in consideration of the covenants and conditions contained herein,
and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties hereby agree as follows:
1.
Definitions. Any capitalized term appearing herein that is not defined shall have
the same definition ascribed to it under the IMA or the APA (as designated when such term first
appears herein).
2.

Description of The Leased or Licensed Assets.

2.1
Leased or Licensed Assets. The Parent Company Parties hereby lease or
license to the Corporation, and the Corporation leases or licenses from the Parent Company Parties,
all of the Corporation’s Assets used in the operation of the Hospital, except for the Licensure Date
Assets, which the Corporation shall continue to own until the Licensure Date (as defined in the
APA) (collectively, the “Leased or Licensed Assets”). Specifically, the Leased or Licensed
Assets shall include: (a) the Hospital Premises (which shall be leased); (b) tangible personal
property, including, but not limited to, fixtures, furnishings, hard copy medical and financial
records and equipment (including, but not limited to, hardware to operate and run the electronic
health record systems, hospital operating systems, laboratory information systems, and financial
reporting systems) (which shall be leased); and (c) intangible intellectual property saved or
embodied in the electronic health record systems, hospital operating systems, laboratory
information systems, and financial reporting systems (which shall be licensed for use by the
Corporation).
2.2

Management of Pharmacy and Use of Pharmacy Assets.

(a)
The Corporation shall at all times during the term of this Leaseback
Agreement be the owner of the Pharmacy Assets. The Parties acknowledge, however, that under
the IMA, the Manager will be managing the Corporation’s pharmacy during the Management
Period (as defined in the IMA), and the Corporation therefore grants the Manager (i) access to
and authority to use the drugs, dangerous drug delivery devices, or other tangible pharmacy
assets, and (ii) a license to use the intangible intellectual property saved or embodied in the
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pharmacy systems, in each case to the extent necessary for the Manager to fulfill its obligations
under the IMA.
(b)
Pursuant to the IMA, the Corporation shall be responsible for
purchasing drugs and dangerous devices identified by the Manager as necessary for the operations
of the Hospital, and the Manager shall reimburse the Corporation for all costs and expenses
incurred for such purchases.
3.
Term; Termination. This Leaseback Agreement shall have a term coextensive with
the Management Period (as defined in the IMA) and shall automatically terminate upon the
termination of the IMA.
4.

Payments by the Parent Company Parties.

4.1
Utilities. The Parent Company Parties shall pay all utilities and services
supplied to the Hospital during the term hereof, including but not limited to water, gas, air
conditioning, heat, light, power, telephone service, and waste removal services.
4.2
Taxes. The Parent Company Parties shall pay all taxes, assessments, and
levies of any kind or nature whatsoever, including real property taxes, personal property taxes,
income taxes, employment taxes, and sales or use taxes, that are taxed, assessed, levied, invoiced
or imposed upon or against the Leased or Licensed Assets, the Hospital, and/or the Corporation,
after the Effective Time.
4.3
Insurance. The Parent Company Parties shall pay for all insurance
coverages, including premiums, deductibles, stop-loss, and any other insurance covering the
Leased or Licensed Assets, the Licensure Date Assets, the Hospital, and the Corporation during
the term hereof. The Parent Company Parties covenant and agree that the Leased or Licensed
Assets, the Licensure Date Assets, the Hospital, and the Corporation are covered as of the date
hereof and will be covered at all times by general liability, fire, theft, business interruption, cyber,
professional liability, directors and officers insurance, employment practices liability, terrorism,
workers’ compensation & employers’ liability, directors and officers, fiduciary, crime, punitive
damages excess liability, physical damage, property liability, automobile, storage tank, helipad
and non-owned aviation, sexual misconduct and molestation, medical provider professional
liability, and provider capitation stop loss (managed care excess loss) insurance. All such
insurance shall name the Parent Company Parties and the Corporation as insureds as their
respective interests may appear.
4.4
Repairs and Maintenance: Alterations. During the term of this Leaseback
Agreement, the Parent Company Parties shall pay all costs of repairing (including replacement of)
and maintaining the Leased or Licensed Assets and Hospital and every part thereof in good and
sanitary order, condition and repair during the term hereof, reasonable wear and tear excepted,
including, without limitation, all costs of all repairs, replacements and maintenance required by
any applicable governmental law, statute, ordinance, rule or regulation, including the California
Office of Statewide Health Planning and Development (“OSHPD”). The Corporation shall not
make any alterations or changes to the Leased or Licensed Assets without prior written approval
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of the Parent Company Parties, which may be given or withheld in the Parent Company Parties’
sole discretion.
4.5
Payment. Nothing in this Section 4 shall in any way limit, reduce, or
otherwise affect Parent Company’s payment obligations under the IMA or the APA.
5.
Use. The Leased or Licensed Assets shall be used for the operation of the Hospital,
subject to the terms of the APA and the IMA.
6.

Risk of Loss.

6.1
The Corporation assumes no risks or liability for damage to or injury
occurring to the Leased or Licensed Assets or Hospital during the term of this Leaseback
Agreement by any means whatsoever, including fire, storm, earthquake, vandalism, strike,
accident or any other casualty (collectively, “Casualty”), and the Parent Company Parties shall
have all right, title, and interest in and to the proceeds of any insurance it obtained and paid for
covering such Casualty.
6.2
If, during the term of this Leaseback Agreement, action is initiated to take
the Hospital Premises or any portion thereof by eminent domain or condemnation proceedings,
exercise of state authority under an executive order or by deed in lieu thereof (collectively,
“Condemnation”), the Parent Company Parties, and not the Corporation, shall have all right, title,
and interest in and to the award from the Condemnation.
6.3
In the event of a Casualty or Condemnation, neither the Parent Company
Parties nor the Corporation may terminate this Leaseback Agreement.
7.
Continued Access. Following termination of this Leaseback Agreement, and until
the entry of final decrees closing the Bankruptcy Cases, the Patient Care Ombudsman, appointed
by the United States Trustee pursuant to Bankruptcy Code § 333 and approved by the Bankruptcy
Court [see Docket No. 430], shall have continuing access to the Leased or Licensed Assets and
related personnel during normal business hours and upon at least one (1) business day’s prior
written notice to the Parent Company Parties, for the purpose of winding down the Corporation’s
affairs, in connection with any litigation or adversary proceedings, and to effectuate the chapter 11
plan as approved by the Bankruptcy Court.
8.

Miscellaneous.

8.1
Further Assurances. Each of the Parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this Leaseback
Agreement and the transactions referred to herein or contemplated hereby or reasonably requested
by the other Party to perfect or evidence their rights hereunder.
8.2
Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or registered mail,
return receipt requested, postage prepaid, or (b) Federal Express or similar generally recognized
overnight carrier regularly providing proof of delivery, addressed as follows:
6
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If to the Corporation:

St. Francis Medical Center
c/o Verity Health System of California, Inc.
601 South Figueroa Street, Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With copies to:
(which copy shall not
constitute notice)

Tania Moyron, Esq.
Dentons US LLP
601 South Figueroa St., Suite 2500
Los Angeles, CA 90017-5704
and
Hope Levy-Biehl, Esq.
Davis Wright Tremaine LLP
865 S Figueroa St,
Los Angeles, CA 90017

If to the Parent Company
Parties:
With copies to:
(which copies shall not
constitute notice)
Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof
of delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
be deemed given upon receipt of the same by the Party to whom the same is to be given. Any
Party hereto may designate a different address for itself by notice to the other Parties in accordance
with this Section 8.2.
8.3
Payment of Expenses. Except for the Parent Company Parties’ obligation
to be responsible for certain costs, fees, and expenses as set forth elsewhere in this Leaseback
Agreement, each Party hereto shall bear its own legal, accounting, and other expenses incurred in
connection with the preparation and negotiation of this Leaseback Agreement and the
consummation of the transactions contemplated hereby, whether or not the transaction is
consummated.
8.4
Rent. The Corporation has prepaid the sum of One Thousand Dollars
($1,000.00), the receipt of which is hereby acknowledged by the Parent Company Parties, and the
Corporation shall not be required to pay the Parent Company Parties any additional rent under this
Leaseback Agreement.
8.5
Entire Agreement; Amendment; Waiver. This Leaseback Agreement, the
IMA, and those provisions of the APA expressly identified in this Leaseback Agreement contain
the entire agreement among the Parties with respect to the subject matter hereof and supersede all
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prior agreements, arrangements, and understandings relating to the subject matter hereof and
thereof. There are no written or oral agreements, understandings, representations, or warranties
among the Parties other than those set forth in this Leaseback Agreement, the IMA, and those
provisions of the APA expressly identified in this Leaseback Agreement. Nothing in this
Leaseback Agreement modifies or shall be construed as modifying any orders entered by the
Bankruptcy Court. This Leaseback Agreement may not be modified or amended except in writing
signed by the Parties. No waiver of any term, provision or condition of this Leaseback Agreement
in any one or more instances, shall be deemed to be or be construed as a further or continuing
waiver of any such term, provision or condition of this Leaseback Agreement. No failure to act
shall be construed as a waiver of any term, provision, condition or rights granted hereunder.
8.6
Assignment. Neither this Leaseback Agreement nor the rights, duties or
obligations arising hereunder shall be assignable or delegable by the Corporation or the Parent
Company Parties without the prior written consent of the other Parties, which may be granted,
denied or conditioned in such Party’s absolute discretion except that the Parent Company Parties
may assign this Leaseback Agreement in connection with any permitted assignment under the
IMA. Subject to the foregoing, this Leaseback Agreement shall be binding upon, and inure to the
benefit of, the respective successors and assigns of the Parties.
8.7
Joint Venture; No Third Party Beneficiaries. Nothing contained herein shall
be construed as forming a joint venture or partnership among the Parties with respect to the subject
matter hereof. The Parties do not intend that any third party shall have any rights under this
Leaseback Agreement.
8.8
Captions. The section headings contained herein are for convenience only
and shall not be considered or referred to in resolving questions of interpretation.
8.9
Governing Law. This Leaseback Agreement shall be governed by and
construed in accordance with the laws of the State of California without regard to its conflicts of
laws principles or decisions, except to the extent that the laws of such State are superseded by the
Bankruptcy Code or other applicable federal law.
8.10 Jurisdiction. The Parties agree that the Bankruptcy Court shall have
exclusive personal and subject matter jurisdiction over any action or proceeding with respect to
any claim arising out of or related to this Leaseback Agreement, and any of the documents or
transactions contained in or contemplated by this Leaseback Agreement; provided, however, that
the Parties agree that the United States District Court for the Central District of California (together
with the Bankruptcy Court, the “Chosen Courts”) shall have exclusive jurisdiction over such
claim if (i) the Bankruptcy Cases are closed and if the Bankruptcy Cases are not reopened to
adjudicate such claim after request by the Party bringing such claim or (ii) the Bankruptcy Court
determines that it does not have jurisdiction over such claim. Solely in connection with claims
arising under this Leaseback Agreement, or any of the documents or transactions contemplated
hereby, the Parties (a) irrevocably submit to the exclusive jurisdiction of the Chosen Courts, (b)
waive any objection to laying venue in any such action or proceeding in the Chosen Courts, (c)
waive any objection that the Chosen Courts are an inconvenient forum or do not have jurisdiction
over any Party hereto, and (d) agree that service of process upon such Party in any such action or
proceeding shall be effective if notice is given in accordance with Section 8.2 hereof
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8.11 Conditions to Effectiveness. The Parties acknowledge that this Leaseback
Agreement is subject to and contingent upon the occurrence of the Closing under the APA. This
Leaseback Agreement shall not be effective, nor shall any Party have any obligations hereunder,
unless and until the Closing under the APA has occurred.
8.12 Cooperation on Regulatory Compliance Matters. The Parent Company
Parties understand and acknowledges that the Corporation intends to comply with applicable
federal and state laws, regulations, and guidance, as well as the requirements or recommendations
of any accrediting agencies. In the event the terms of this Leaseback Agreement need to be
amended or supplemented based on guidance from or at the request or direction of a regulator
made during the term of this Leaseback Agreement, the Parent Company Parties shall cooperate
with such amendment and/or supplement to ensure the Corporation’s ability to comply with such
guidance, request, recommendation or directive.
8.13 Transition Services Agreement. Pursuant to Section 1.4(f) and Section
1.5(d) of the APA, the Sellers and Parent Company will enter into a Transition Services Agreement
to facilitate the winding down of the Sellers’ businesses, the completion of the Bankruptcy Cases,
and the dissolution of the Sellers. The Parties shall cooperate with each other to enable the
Corporation and Parent Company to carry out their obligations under, and give effect to the terms
of, the Transition Services Agreement.
8.14 Fair Meaning. This Leaseback Agreement shall be construed according to
its fair meaning and as if prepared by all Parties.
8.15 Counterparts. This Leaseback Agreement may be executed by one or more
of the Parties on any number of separate counterparts (including by telecopy), and all of said
counterparts taken together shall be deemed to constitute one and the same instrument. This
Leaseback Agreement may be delivered by facsimile or electronic transmission, including by email as a PDF, and facsimile or PDF copies of executed signature pages, which shall be binding
as originals.
8.16 WAIVER OF JURY TRIAL.
TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS
AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES,
AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL
BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING
OUT OF OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF
ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO
ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY UNDERSTANDS AND HAS
CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C) EACH PARTY MAKES
THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS BEEN INDUCED TO
ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL
9
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WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.16.
THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE
SIGNATURE LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND
AUTHORIZING ANY AND ALL PARTIES TO FILE THIS WAIVER WITH ANY
COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature Page Follows.]
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IN WITNESS WHEREOF, the Parties agree to the foregoing terms of agreement through
the execution below by their respective, duly authorized representatives as of the Signing Date.

Parent Company Parties:

Corporation:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

By:
Name:
Title:
By:
Name:
Title:
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Exhibit 1.3(b) to APA
Form of Interim Management Agreement
See attached.
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INTERIM MANAGEMENT AGREEMENT
[Note: This IMA is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital Newco
and Manager. This IMA is drafted assuming Purchaser is buying hospital’s accounts receivable.
This structure is not required.]
This Interim Management Agreement (the “Agreement”) is made and entered into as of
___________, 2020 (the “Signing Date”), by and among St. Francis Medical Center, a California
nonprofit public benefit corporation (the “Corporation”) on the one hand, and
___________________________ (“Parent Company”) and ________________________ (the
“Manager,” and collectively with the Corporation and Parent Company, the “Parties” and each
individually a “Party”)) on the other hand.
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company, as purchaser, and the Corporation and certain of its affiliates
(collectively, the “Sellers” as defined in the APA), as seller, entered into that certain Asset
Purchase Agreement, dated of even date herewith (the “APA”), which provides for the sale of
certain assets of the Sellers (collectively, the “Assets”). All terms not otherwise defined herein
shall have the meaning ascribed to them in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”)
E.
Pursuant to the APA, Parent Company agreed to purchase the Assets, which include
certain assets of the Corporation (the “Corporation’s Assets”).
F.
Parent Company designated its affiliate, __________________ (“Hospital
Newco”) as the owner of the Corporation’s Assets, and the Manager as the operator of the Hospital.
G.
Parent Company and the Manager have requested this Agreement to afford the
Manager additional time to obtain its general acute care hospital license from the California
Department of Public Health (“CDPH”), and its hospital pharmacy permit from the California
Board of Pharmacy (together, the “New Licenses,” and the date on which the New Licenses are
issued is the “Licensure Date”).
H.
Pursuant to the APA, that portion of the Assets constituting drugs, dangerous
devices, pharmacy systems, or other pharmacy assets (the “Pharmacy Assets”), the
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Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (collectively, the “Licensure Date Assets”) shall
transfer to Hospital Newco as of the Licensure Date.
I.
The Corporation shall maintain a possessory interest in the Hospital and the
Hospital Premises, and Parent Company and Hospital Newco on the one hand as lessor, and the
Corporation, on the other hand as lessee, are entering into that certain Sale Leaseback Agreement
of even date herewith, pursuant to which certain of the Corporation’s Assets will be leased back
to the Corporation (the “Leaseback Agreement”).
J.
Until Hospital Newco obtains the New Licenses, the Manager desires to assume the
management of the Hospital, including its pharmacy, on behalf of the Corporation, and the
Corporation desires to avail itself of such management services, upon the terms and conditions set
forth in this Agreement.
TERMS OF AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:
1.

Term.

1.1
The term of this Agreement (the “Management Period”) shall commence as of the
Effective Time (as defined in the APA) and shall continue until the earlier of the Licensure Date
or [June 30, 2021]. The Parties acknowledge that, during the Management Period, the Corporation
shall remain the licensee of the Hospital, and in that capacity, and during such period, shall retain
statutory and regulatory authority and responsibility for the Hospital and for oversight of the
Manager.
2.

Acknowledgements and Covenants.

2.1
As of the Effective Time, Parent Company shall have acquired all of the
Corporation’s Assets as set forth in the APA (other than the Licensure Date Assets), which shall
be leased back to the Corporation pursuant to the terms of the Leaseback Agreement during the
term of this Agreement.
2.2
Pursuant to Section 1.3 of the APA, contemporaneously with the date the New
Licenses are issued and the termination of the Leaseback Agreement, ownership of the Licensure
Date Assets shall be transferred to Hospital Newco. Parent Company and the Manager
acknowledge that this Agreement and the foregoing subsequent transfer of the Licensure Date
Assets are made at the request of Parent Company and the Manager, to provide more time for the
Manager to obtain its New Licenses. As such, Parent Company acknowledges, covenants, and
agrees that the total Purchase Price (as defined in the APA) shall be paid to the Sellers under the
APA as if the Licensure Date Assets were transferred as of the Effective Time.
2.3
As of the Effective Time, the Corporation shall have ended the employment or
engagement of all employees and contractors and, to the extent they received offers of employment
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or engagement from the Manager (or its affiliates) and accepted such offers, shall have been
transferred to the Manager (or its affiliate) as employees or contractors of the Manager
(collectively, the “Hired Employees”).
2.4
During the Management Period, the Corporation will (a) assign an individual to
oversee the operation of the Hospital and serve as the president of the Corporation, as required by
the Centers for Medicare & Medicaid Services, CDPH, and applicable California laws and
regulations (the “Responsible Officer”), and (b) maintain proper oversight by a board of directors.
3.

Appointment of Manager.

3.1
During the Management Period, the Corporation hereby appoints the Manager as
the sole and exclusive provider of the Services (defined below) and hereby grants to the Manager
the exclusive right to manage the Hospital under the Corporation’s Licenses (as defined in the
APA) as a general acute care hospital, including without limitation, the right to undertake those
certain management responsibilities and permitted activities described in Section 4 below. The
Manager hereby accepts such appointment for all purposes with respect to the Corporation’s rights,
duties, and responsibilities under the Licenses for the Hospital, to the fullest extent permitted by
law, and agrees, to the fullest extent permitted by law, to provide management services to the
Hospital on behalf of the Corporation (the “Services”).
3.2
The Manager’s Services hereunder shall include management and operation of the
Hospital’s pharmacy on behalf of the Hospital, even though the Pharmacy Assets will not be
transferred to Hospital Newco pursuant to the APA until the Licensure Date.
3.3
Upon the Licensure Date, the Manager’s Services provided to the Hospital under
the Corporation’s Licenses shall terminate and, thereafter, Hospital Newco (and its affiliates) will
be operating the Hospital as the licensee holding its own New Licenses.
3.4
During the Management Period, the Manager shall submit claims for services
rendered by the Hospital to various governmental and non-governmental entities, patients, and
other third parties pursuant to the Corporation’s provider agreements, payor contracts, and NPI
numbers as set forth in Schedule 3.4, attached hereto (collectively, the “Corporation’s Billing
Credentials”). Because all billing and collecting shall be under the Corporation’s Billing
Credentials, payments shall be made in the Corporation’s name and deposited in the Corporation’s
bank accounts. The Parties acknowledge and agree that during the Management Period, the
Corporation’s bank accounts and lockboxes shall remain under the Corporation’s name and in the
Corporation’s control. Consistent with Section 4.5(b), the Manager may transfer the Manager
Compensation to its accounts. To the extent the Manager is unable to make such transfers to its
own accounts, upon request by the Manager, the Corporation will, at the Manager’s cost, forward
to the Manager any payment or reimbursement received during the Management Period.
3.5
To the extent the Corporation’s lenders continue to have Encumbrances on the
Corporation’s bank accounts or lockboxes as of the Effective Time, the Corporation, Parent
Company, and the Manager shall work cooperatively to facilitate termination and release of such
Encumbrances.
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3.6
The Corporation shall retain and, upon the Licensure Date, the Manager shall
assume, any contracts necessary for the Corporation to continue to be the holder of the Licenses
and to bill for Hospital services during the Management Period, in accordance with the APA. Such
contracts shall be as set forth in Schedule 3.6, attached hereto (the “Retained Contracts”). Parent
Company hereby designates each Retained Contract as an Assigned Contract under Section 1.11
of the APA.
4.

Management Responsibility.

4.1
During the Management Period, the Manager shall, subject to all applicable legal
and regulatory requirements and the Corporation’s ultimate oversight and control, have
responsibility for the management of the Hospital, and agrees to assume and discharge all
responsibilities, duties, liabilities, payments, and obligations in connection with properly
maintaining the Hospital in full compliance with all regulations and standards required of a general
acute care hospital facility so licensed. In furtherance thereof, the Manager’s Services shall
include, but not be limited to, the following duties, which duties shall be performed at the
Manager’s sole cost and expense:
(a)
Managing the operations of the Hospital as a general acute care hospital in
compliance with all applicable laws, regulations, provider agreements, payor contracts, CDPH
requirements for maintenance of the Licenses in good standing, Medicare conditions of
participation and requirements for payment with respect to governmental programs, and the
requirements for maintenance of the Hospital’s accreditations;
(b)
Employing and managing the Hired Employees and any other non-clinical
and clinical personnel (i) deemed necessary by the Corporation for the operation of the Hospital
as a general acute care hospital, or (ii) required by law so as to meet all applicable labor laws and
regulations, and consistent with orders of the Bankruptcy Court;
(c)
Ensuring that the Corporation is able to pay itself out of the Hospital
Revenues for the costs and expenses set forth in Sections 4.5(b);
(d)
Maintaining and repairing, as needed, the Hospital Premises so as to ensure
material compliance with all applicable local, state and federal law, and construction timelines
imposed by OSHPD.
(e)
Providing security services reasonably necessary to prevent unlawful entry
or damage to the Hospital Premises;
(f)
Affording the Responsible Officer or his or her designee access, during
normal business hours, to the Hospital Premises, the books and records at the Hospital Premises
or in Manager’s possession, the Hired Employees and any other personnel of Manager or otherwise
who are providing services associated with the operation of the Hospital, and such other access
and assistance as reasonably requested by the Responsible Officer;
(g)
Upon at least one (1) day’s prior written notice to the Manager, providing
access, during normal business hours, to the Hospital Premises to lessors of equipment at the
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Hospital Premises, if any, who have been authorized by order of the Bankruptcy Court to remove
their equipment from the Hospital Premises, provided that the Manager shall have full power and
authority to require that the removal of such equipment by such lessors does not damage the
Hospital Premises;
(h)
Providing access, during normal business hours, to the Hospital, the
Hospital Premises, the Hospital’s books and records, electronic health records, financial
information systems, operating systems, laboratory systems, the Hired Employees and any other
personnel of Manager or otherwise who are providing services associated with the operation of the
Hospital, to the Corporation, the Corporation’s directors, officers and representatives, and the
Corporation’s successors in interest, including, but not limited to, any plan administrator,
liquidating trustee or similar representatives appointed or approved by the Bankruptcy Court, as
well as the Patient Care Ombudsman appointed in the Bankruptcy Cases under Section 333 of the
Bankruptcy Code (the “PCO”) [see Docket No. 430], for the purpose of winding down the
Corporation’s affairs, pursuing litigation and adversary proceedings, and to effectuate a plan of
liquidation, as approved by the Bankruptcy Court (the “Plan”), provided, however, that such
access does not unreasonably disrupt the Hospital’s operations;
(i)
Maintaining, all licenses, permits consents, approvals, accreditations, and
certifications currently held by the Corporation in good standing, in active status, and in
compliance with all applicable local, state, and federal laws, including the timely payment of all
applicable fees to support or renew these approvals;
(j)
Maintaining and obtaining all insurance coverages, from and after the
Effective Time, for the Hospital that a prudent hospital operator or owner would maintain,
including directors and officers insurance with no less coverage than was maintained for directors
and officers just prior to the Effective Time;
(k)
Maintaining and obtaining those insurance coverages required under the
Leaseback Agreement, for its own account, with the Corporation included as a named insured, and
paying all amounts required under the Leaseback Agreement in a timely manner, including rent,
utilities, taxes, and insurance premiums;
(l)
Opening and forwarding all mail relating to the financial or business affairs
of the Corporation to the notice address below;
(m)
Periodically reporting to the Corporation (or its designee), either in person
or telephonically, the condition of the Hospital and the Hospital Premises;
(n)
Coordinating with the governing board and the organized medical staff
(each, as established by the Corporation and the Sellers) on the appropriateness and quality of
medical care and all medical staff issues requiring governing board oversight;
(o)
Paying all costs and expenses in connection with and incidental to
ownership of the Corporation’s Assets and management and operation of the Hospital hereunder,
including but not limited to, all the Hospital operating costs, employee-related costs, and taxes,
whether or not identified, described, or referenced in this Agreement;
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(p)
Cooperating with the Corporation in facilitating termination and release of
any Encumbrances on the Corporation’s bank accounts and lockboxes; and
(q)
Performing such other duties and activities as are reasonably necessary for
the Manager to fulfill its responsibilities under this Agreement and the APA.
4.2
Permitted Manager Activities. During the Management Period, the Manager may
do any of the following, in consultation with the Corporation and subject to the requirements of
applicable local, state, and federal law, which activities may be performed by the Manager at the
Manager’s sole cost and expense:
(a)
Make alterations, improvements, and repairs to the interior or exterior of the
Hospital Premises, including structural alterations, improvements, and repairs;
(b)
Remove and dispose of furniture, fixtures, equipment (other than equipment
owned by equipment lessors), and supplies at the Hospital Premises;
(c)
Hospital Premises;

Move into and install furniture, fixtures, equipment, and supplies at the

(d)
Prepare the Hospital for a name change, except that no such name change
may take effect, and no signage reflecting such change shall be installed, during the Management
Period; and
(e)
Perform, or permit to be performed, any other activities at the Hospital
Premises that are not inconsistent with operating the Hospital under the Licenses, and receiving
and retaining for the Manager’s own account all revenues and proceeds of any such activities, to
the extent they comprise the Manager Compensation.
4.3

Prohibited Manager Activities.

(a)
Notwithstanding anything to the contrary in this Agreement, the Manager
shall have no authority to take and shall not take any action with respect to any Excluded Assets
or Excluded Liabilities (as such terms are defined in the APA) of the Corporation.
(b)
The Manager’s authority to manage and operate the Hospital is limited to
those actions that Manager is expressly required or permitted to do hereunder.
(c)
The Manager shall not (i) take any action that interferes with the
Corporation’s transfer of funds to pay itself out of the Hospital Revenues as set forth in Section
4.5(b); or (ii) remove, withdraw, or authorize removal or withdrawal of funds from the
Corporation’s bank accounts or lockboxes to the extent that the Corporation would be unable to
fully pay itself as set forth in Section 4.5(b).
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4.4

APA Provisions; Transition Services Agreement.

(a)
Nothing herein shall modify the prorations of expenses and utilities set forth
in the APA, including specifically as set forth in Section 1.6 of the APA.
(b)
None of the information accessed, learned or obtained by Parent Company
or the Manager or any of their affiliates in the course of performing their duties hereunder may
serve as the basis for payment of less than the full Purchase Price or to otherwise assert a claim
against the Sellers.
(c)
Nothing herein shall modify the transfer of the Assets from the Sellers to
Parent Company as contemplated in the APA, including specifically as set forth in Section 1.7 of
the APA.
(d)
Nothing herein shall modify the APA in respect of the exclusion from
purchase by Parent Company of the Excluded Assets, including specifically as set forth in Section
1.8 of the APA.
(e)
Pursuant to Section 1.4(f) and Section 1.5(d) of the APA, the Sellers and
Parent Company will be entering into a Transition Services Agreement to facilitate the winding
down of the Sellers’ businesses, the completion of the Bankruptcy Cases, and the dissolution of
the Sellers. The Parties shall cooperate with each other to enable the Corporation and Parent
Company to carry out their obligations under, and give effect to the terms of, the Transition
Services Agreement.
4.5

Manager Compensation; Distribution of Revenue.

(a)
As used in this Agreement, the term “Hospital Revenues” shall mean all
revenues and reimbursement received by the Corporation after the Effective Time, including, but
not limited to, cash, accounts, notes, or other accounts receivable, disproportionate share
payments, quality assurance fee payments, Seller Cost Report (as defined in the APA) settlements,
and capitation premiums, whether payable by Medicare, Medi-Cal or any other commercial or
governmental payor, or any health maintenance organization or any other managed care program
or any private pay patients, but only to the extent they are not Excluded Assets (as defined in the
APA).
(b)
As full and complete payment for the Manager’s Services, the Manager
shall be entitled to receive an amount equal to the Hospital Revenues less the following amounts
that will be paid to the Corporation by Manager (the “Manager Compensation”):
(i)
All costs and expenses incurred by the Corporation for the
Corporation’s purchase of drugs and dangerous devices that the Manager determines are necessary
for the operation of the Hospital;
(ii)
All salaries, stipends, costs and expenses associated with the
employment or engagement of the board of directors of the Corporation and its parent organization,
VHS, the Responsible Officer and any other retained employees or contractors of the Corporation
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primarily or exclusively providing services necessary for the operation of the Hospital and
compliance with applicable laws, if any; and
(iii) All other costs and expenses associated with keeping the
Corporation in good standing, maintaining its Licenses and maintaining the Retained Contracts,
including, but not limited to, filings with the secretary of state, filing tax returns, board of directors
expenses, directors and officers insurance, employment practices liability insurance,
compensation, benefits, and such other costs and expenses incurred by a hospital corporation in
the normal course of business.
(c)
Corporation shall instruct the financial institutions that service its bank
accounts or lockboxes to, immediately following the Effective Time and during the Management
Period, sweep all Hospital Revenues from the Corporation’s bank accounts or lockboxes on a daily
basis into an account designated in writing by Manager, and Corporation shall not revise such
written instructions without obtaining the prior written consent of Manager.
(d)
Under no circumstance shall the Manager seek payment for the Manager’s
Services from the liquidating trustee, the Corporation, any of the Corporation’s officers, directors,
agents, contractors, personnel, affiliates or subsidiaries, Verity Health System of California, Inc.
(“VHS”), or any of VHS’ officers, directors, agents, contractors, personnel, affiliates or
subsidiaries.
(e)
The Corporation shall issue invoices to the Manager on a weekly basis for
the items described in Section 4.5(b) (i), (ii) and (iii), with reasonable supporting detail therefor.
The Manager shall pay such invoices within ten (10) business days of receipt of such invoices. If
the Manager does not remit payment in respect of such invoices in accordance with the
immediately preceding sentence, the unpaid amount of such invoices shall bear interest at the
Prime Rate in effect on the calendar day upon which such payment was required to be made to the
Corporation (the “Invoice Payment Due Date”) plus five percent (5%) (or the maximum rate
allowed by law, whichever is less), such interest accruing on each calendar day after the Invoice
Payment Due Date until payment of such invoices and all interest thereon is made to the
Corporation.
4.6

Liabilities and Losses.

(a)
Parent Company shall be responsible for all the Hospital liabilities and
losses incurred or accrued during the Management Period.
(b)
Nothing hereunder shall, or is intended to, modify or supersede Parent
Company’s responsibility for the Transferred Obligations (as defined in the APA) or the
Corporation’s responsibility for the Excluded Liabilities (as defined in the APA).
(c)
Specifically, with respect to any and all quality assurance fee (“QAF”)
liabilities owed by the Corporation, Parent Company shall pay all QAF fees that become due and
owing or are overdue during the Management Period, even though such fees may have been
calculated based on data prior to the Effective Time.
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(d)
If Parent Company (or its affiliate) has designated any health plan capitation
agreements to be assigned to Hospital Newco, then Parent Company hereby assumes all liabilities
and responsibilities related to managing the members covered by such health plan capitation
agreements, including arranging for services from and payment under all related risk pool
arrangements, all related arrangements with independent physician associations (IPAs), all
downstream provider agreements, and all out-of-network provider arrangements or services,
without regard to whether the member services were rendered prior to or after the Effective Time.
4.7
The Corporation’s Ultimate Control. Notwithstanding anything to the contrary
in this Section 4 or in this Agreement more generally, the Corporation, as holder of the Licenses,
shall remain ultimately responsible for the operation of the Hospital, and may, at any time and
from time-to-time during the Management Period, take any action (at Parent Company’s or the
Manager’s sole cost and expense) necessary to ensure the Corporation’s compliance with
applicable laws and regulations, even if such action requires the Corporation to intervene in the
Manager’s performance of the Manager’s duties or permitted activities pursuant to this Section 4.
5.

Continued Responsibility of the Corporation.

5.1
During the Management Period, the Corporation shall maintain (at Parent
Company’s or the Manager’s sole cost and expense), and shall not take or voluntarily permit any
actions which may adversely affect, the Corporation’s corporate existence and its full rights as the
licensee under the Licenses. In addition, during the Management Period, the Corporation and its
officers shall reasonably cooperate with the Manager (at Parent Company’s or the Manager’s sole
cost and expense) in the Manager’s provision of the Services.
5.2
Notwithstanding the statutory and regulatory authority and responsibility of the
Corporation for the continued management of the Hospital during the Management Period, the
Parties recognize and acknowledge that under this Agreement, the Manager shall, subject to the
ultimate oversight by and approval of the Corporation, be responsible for the day-to-day operation
and maintenance of the Hospital as a general acute care hospital. In the event that any violation
or alleged violation of or non-compliance with any statute or regulation applicable to the operation
or maintenance of the Hospital as a general acute care hospital certified by the Medicare and MediCal programs occurs during the Management Period, then without regard to legal or statutory fault
on the part of the Manager or of the Corporation, the Manager shall immediately notify the
Corporation of such violation or alleged violation or non-compliance and take reasonable efforts
to avoid or minimize any related adverse consequences. Parent Company and the Manager shall
be responsible for the costs of any penalty, fine or remediation identified during the Management
Period arising out of or relating to any act, omission, event or occurrence connected with the
operation of the Hospital after the Effective Time, including, without limitation, the cost of
engaging third party consultants or experts to help address or resolve the violation, alleged
violation or non-compliance, and shall indemnify and hold the Corporation harmless for the same
in accordance with Section 9.2. The Corporation retains the right to join the Manager in contesting
said violations upon providing the Manager with notice of its intent to do so.
5.3
The Corporation shall be responsible for purchasing drugs and dangerous devices
that the Manager determines are necessary for the operation of the Hospital at the Manager’s sole
cost and expense, as set forth in Section 4.5(b)(i).
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5.4
The Corporation agrees to execute and deliver to the Manager such documents as
the Manager may reasonably request to maintain the hospital license active and in good standing
with CDPH and the other Licenses necessary or appropriate to maintain the Hospital as a general
acute care hospital and to facilitate the Manager’s obtaining of the New Licenses.
6.
The Parties’ Cooperation with Regulatory Agencies. The Manager shall use its best
efforts to obtain the New Licenses as expeditiously as possible. The Manager shall provide updates
to the Corporation weekly, and as requested by the Corporation, on the status of the Manager’s
efforts to obtain the New Licenses. To the extent not already submitted prior to the Effective Time,
the Manager shall provide a copy of all such initial and supplementary or amended license
applications for the New Licenses to Corporation at least two (2) business days prior to submission.
The Manager and the Corporation shall cooperate with each other in the event the Corporation
requests revisions to a license application for a New License. The Corporation shall, at Parent
Company’s or the Manager’s cost, reasonably cooperate with the Manager’s efforts to obtain the
New Licenses, and may communicate and coordinate with licensing agencies as necessary in
connection with obtaining the New Licenses. Notwithstanding the foregoing, obtaining all
governmental consents, approvals, assignments, authorizations, and clearances necessary to obtain
the New Licenses shall be solely Parent Company’s and the Manager’s (and not the Corporation’s)
responsibility, including payment of any fees, expenses, filing costs or other amounts related
thereto.
7.

Risk of Loss.

7.1
The Corporation assumes no risks or liability for damage to or injury occurring to
the Hospital Premises, Assets or the Hospital during the term of this Agreement by any means
whatsoever, including fire, storm, earthquake, vandalism, strike, cyberattack, accident or any other
casualty (collectively, “Casualty”), and Parent Company shall have all right, title, and interest in
and to the proceeds of any insurance it obtained and paid for covering such Casualty.
7.2
If, during the term of this Agreement, action is initiated to take the Hospital
Premises or any portion thereof by eminent domain proceedings or by deed in lieu thereof
(collectively, “Condemnation”), Parent Company, and not the Corporation, shall have all right,
title, and interest in and to the award from the Condemnation.
7.3
In the event of a Casualty or Condemnation, neither Parent Company nor the
Corporation may terminate this Agreement.
8.
Continued Access. Following the expiration or termination of this Agreement and until
the entry of final decrees closing the Bankruptcy Cases, if expressly authorized or directed by the
Bankruptcy Court, and only to the extent so authorized or directed, the PCO shall have continuing
access to the Corporation’s Assets and related personnel during normal business hours and upon
at least one (1) business day’s prior written notice to Parent Company or the Manager, for the
purpose of winding down the Corporation’s affairs, in connection with any litigation or adversary
proceedings, and to effectuate the Plan.
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9.

Exculpation; Indemnification.

9.1
The Corporation and the Corporation’s affiliates, members, officers, directors,
employees, attorneys, accountants, consultants, agents, representatives, successors and assigns,
including the liquidating trustee and responsible officer (collectively the “Corporation
Indemnified Parties”) shall have no liability in contract, tort or otherwise unless and until a
Chosen Court finds in a final, non-appealable judgment that any Damages result solely from a
Corporation Indemnified Party’s gross negligence or willful misconduct.
9.2
Parent Company and the Manager shall promptly and fully keep and hold the
Corporation Indemnified Parties forever harmless from, and shall indemnify and defend the
Corporation Indemnified Parties from and against, without regard to materiality, any and all
obligations, judgments, fines, civil money penalties, sanctions, awards, liabilities, losses, penalties,
claims, costs, demands, damages, expenses, liens, and encumbrances, including investigation
costs, time spent in depositions and reasonable attorneys’ fees and expenses (collectively,
“Damages”), whether civil or criminal, direct, indirect or consequential and no matter how arising,
in any way related to, connected with, arising or resulting from, or under this Agreement, the APA,
the Hired Employees (as defined in the APA), the Manager’s performance of the Services, or the
operation or management of the Hospital or the Corporation’s Assets, in each instance after the
Effective Time. Notwithstanding the foregoing, the Parties understand that except as otherwise
specifically provided for in the APA, Parent Company and the Manager are not, by virtue of this
Agreement or any term or provision herein, assuming any claim, liability, expense, debt or other
obligation of the Corporation that both relates to the operation or management of the Hospital or
the Corporation’s Assets prior to the Effective Time and constitutes an Excluded Liability under
the APA.
10.
HIPAA Compliance. The Manager agrees to take such steps as are necessary to ensure
compliance with the Health Insurance Portability and Accountability Act of 1996 (HIPAA), the
California Confidentiality of Medical Information Act, and other applicable federal and state
privacy laws and regulations (collectively, the “Privacy Laws”) with respect to the Hospital and
its operations, and the Corporation agrees not to take or voluntarily permit any actions which
violate Privacy Laws with respect to the Hospital or its operations. Toward this end, Parent
Company, the Manager, and the Corporation agree to execute and deliver that certain Business
Associate Agreement, attached hereto as Exhibit A and incorporated by reference herein, upon
execution of this Agreement.
11.
Further Assurances. Each of the Parties hereto agree to execute and deliver any and all
further agreements, documents or instruments necessary to effectuate this Agreement and the
transactions referred to herein or contemplated hereby or reasonably requested by any other Party
hereto to perfect or evidence their rights hereunder.
12.
Relationship of Parties. In performing their duties and permitted activities under this
Agreement, Parent Company, the Manager, and the Corporation shall, at all times be acting and
performing as independent contractors. Parent Company, the Manager, and the Corporation are
not partners or joint venturers with each other and nothing herein shall be construed as making
them partners or joint venturers or imposing upon any of them any liability as partners or joint
venturers.
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13.
Notices and Demands. All notices and demands, requests, consents, approvals, and other
similar communications under this Agreement shall be in writing and shall be sent by personal
delivery or by either (a) United States certified or registered mail, return receipt requested, postage
prepaid, or (b) Federal Express or similar generally recognized overnight carrier regularly
providing proof of delivery, addressed as follows:
If to the Corporation:

St. Francis Medical Center
c/o Verity Health System of California, Inc.
601 South Figueroa Street, Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With copies to:
(which copy shall not
constitute notice)

Tania Moyron, Esq.
Dentons US LLP
601 South Figueroa St., Suite 2500
Los Angeles, CA 90017-5704
and
Hope Levy-Biehl, Esq.
Davis Wright Tremaine LLP
865 S Figueroa St,
Los Angeles, CA 90017

If to Parent Company
and/or
the Manager:

With copies to:
(which copies shall not
constitute notice)
Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof
of delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
be deemed given upon receipt of the same by the Party to whom the same is to be given. Any
Party hereto may designate a different address for itself by notice to the other Party in accordance
with this Section 13.
14.
Expenses. Except for Parent Company’s and the Manager’s obligations to be responsible
for certain costs, fees, and expenses as set forth elsewhere in this Agreement, each Party to this
Agreement shall pay its own expenses in connection with the preparation of this Agreement and
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the consummation of the transactions contemplated hereby, including the fees of any attorneys,
accountants, financial advisors, investment bankers or other professionals engaged by such Party.
15.
Entire Agreement. This Agreement, the Leaseback Agreement, and those provisions of
the APA expressly identified in this Agreement, contain the entire agreement among the Parties
with respect to the subject matter hereof and supersede all prior agreements, arrangements, and
understandings relating to the subject matter hereof and thereof. There are no written or oral
agreements, understandings, representations, or warranties among the Parties other than those set
forth in this Agreement, the Leaseback Agreement, and those provisions of the APA expressly
identified in this Agreement. Nothing in this Agreement modifies or shall be construed as
modifying any orders entered by the Bankruptcy Court.
16.
Amendment. This Agreement may not be modified, amended, altered or supplemented
except by a written agreement executed by all the Parties.
17.
Waiver. Waiver by any Party of any breach or failure to comply with any provision of
this Agreement by any other Party shall not be construed as or constitute, a continuing waiver of
such provision, or a waiver of any other breach of, or failure to comply with, any other provision
of this Agreement. No waiver of any such breach or failure or of any term or condition of this
Agreement shall be effective unless in a written notice signed by the waiving Party und delivered,
in the manner required for notices generally, to each affected Party.
18.
Severability. In case any provision of this Agreement shall be found by a court of
competent jurisdiction to be invalid, illegal or unenforceable, such provision shall be construed
and enforced as if it had been narrowly drawn so as not to be invalid, illegal or unenforceable, and
the validity, legality and enforceability of the remaining provisions of this Agreement shall not in
any way be affected or impaired thereby.
19.
Successors and Assigns. This Agreement shall be binding upon, and shall inure to the
benefit of, the Parties and their respective permitted successors and assigns. The Corporation shall
not be permitted to assign its rights or its obligations under this Agreement without the prior
consent of Parent Company and the Manager. The Parties further acknowledge and agree that the
Manager may subcontract for any of the goods or services required to be provided by the Manager
pursuant to this Agreement, and the Manger may assign any of its rights hereunder and/or delegate
any of its obligations hereunder, so long as in each case the Manager remains responsible for such
subcontracted goods or services and for any of such Manager obligations hereunder.
20.
Attorneys’ Fees. In the event of any litigation or arbitration between the Parties arising
out of this Agreement, the prevailing Party therein shall be allowed to recover from the other Party
all court costs and reasonable attorneys’ fees which shall be fixed by the court or arbitrator.
21.
Headings. The descriptive headings of sections and subsections of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement and shall not affect in
any way the meaning or interpretation of this Agreement.
22.
Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of California without regard to its conflicts of laws principles or decisions,
14
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except to the extent that the laws of such State are superseded by the Bankruptcy Code or other
applicable federal law.
23.
Jurisdiction. The Parties agree that the Bankruptcy Court shall have exclusive personal
and subject matter jurisdiction over any action or proceeding with respect to any claim arising out
of or related to this Agreement, and any of the documents or transactions contained in or
contemplated by this Agreement; provided, however, that the Parties agree that the United States
District Court for the Central District of California (together with the Bankruptcy Court, the
“Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the Bankruptcy Cases
are closed and if the Bankruptcy Cases are not reopened to adjudicate such claim after request by
the Party bringing such claim or (ii) the Bankruptcy Court determines that it does not have
jurisdiction over such claim. Solely in connection with claims arising under this Agreement, or
any of the documents or transactions contemplated hereby, the Parties (a) irrevocably submit to
the exclusive jurisdiction of the Chosen Courts, (b) waive any objection to laying venue in any
such action or proceeding in the Chosen Courts, (c) waive any objection that the Chosen Courts
are an inconvenient forum or do not have jurisdiction over any Party hereto, and (d) agree that
service of process upon such Party in any such action or proceeding shall be effective if notice is
given in accordance with Section 13 hereof.
24.
Commencement. The Parties acknowledge that commencement of the Manager’s
Services under this Agreement is subject to and contingent upon the occurrence of the Closing (as
defined in the APA). The Management Period shall not commence, and the Parties’ obligations
during the Management Period shall not commence, unless and until the Closing has occurred.
25.
Cooperation on Regulatory Compliance Matters. Parent Company and the Manager
understand and acknowledge that the Corporation intends to comply with applicable federal and
state laws, regulations, and guidance. In the event the terms of this Agreement need to be amended
or supplemented based on guidance from or at the request or direction of a regulator made during
the term of this Agreement, Parent Company and the Manager shall cooperate with such
amendment and/or supplement to ensure the Corporation’s ability to comply with such guidance,
request or directive.
26.
Counterparts. This Agreement may be executed by one or more of the Parties on any
number of separate counterparts (including by telecopy), and all of said counterparts taken together
shall be deemed to constitute one and the same instrument. It may be delivered by facsimile or
electronic transmission, including by e-mail as a PDF, and facsimile or PDF copies of executed
signature pages, which shall be binding as originals.
27.
WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
15
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ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 27. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature page follows.]
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IN WITNESS WHEREOF, the Parties agree to the foregoing terms of agreement through
the execution below by their respective, duly authorized representatives as of the Signing Date.

MANAGER:

CORPORATION:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

PARENT COMPANY:
NAME
By:
Name:
Title:
HOSPITAL NEWCO:
NAME
By:
Name:
Title:
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Exhibit A to IMA
Business Associate Agreement

18
US_Active\114483166\V-7

Schedule 3.4 to IMA
Corporation’s Billing Credentials
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Schedule 3.6 to IMA
Retained Contracts
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Exhibit 1.4(a) to APA
Form of Bill of Sale
See attached.
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Exhibit 1.4(b) to APA
Form of Real Estate Assignment Agreements
See attached.
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Exhibit 1.4(c) to APA
Form of Quitclaim Deed
See attached.
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Exhibit 1.4(d) to APA
Form of Transfer Agreement
See attached.
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Exhibit 1.4(f) to APA
Form of Transition Services Agreements
See attached.
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TRANSITION SERVICES AGREEMENT
This Transition Services Agreement (the “Agreement”), is made and entered into as of
________, 2020 (the “Signing Date”), by and among Verity Health System of California, Inc., a
California nonprofit public benefit corporation (“Verity”), Verity Holdings, LLC, a California
limited liability company (“Verity Holdings”), St. Francis Medical Center, a California nonprofit
public benefit corporation (“St. Francis” and together with Verity and Verity Holdings,
collectively the “Sellers” and each individually a “Seller”) and _________________
___________________ (“Purchaser”). The Sellers, the Liquidating Trust, and Purchaser may
each be referred to herein as a “Party” and collectively as the “Parties.”
This Agreement is being entered into in connection with the Asset APA, dated of even date
herewith among Sellers and Purchaser (the “APA”). Capitalized terms used in this Agreement but
not defined herein shall have the meanings given to them in the APA. The Parties have agreed to
provide or cause one or more of their respective direct or indirect subsidiaries or affiliates to
provide certain services as set forth below. The Party providing services hereunder (together with
those of its direct and indirect subsidiaries and affiliates providing services hereunder) is referred
to herein as the “Service Provider” and the Party receiving services hereunder (together with those
of its direct and indirect subsidiaries and affiliates receiving services hereunder) is referred to
herein as the “Service Recipient”. The Parties agree that this Agreement will be amended to
include the Liquidating Trust (as defined below) after its creation, pursuant to the effective date
set forth in the plan of liquidation (the “Plan”) to be confirmed by the Bankruptcy Court.
RECITALS
A.
On August 31, 2018, the Sellers and certain of their affiliates each filed a voluntary
petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of the United
State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Purchaser and the Sellers entered into the APA, which provides for the sale of the
assets of the Sellers (collectively, the “Assets”).
D.
Sellers will file a motion with the Bankruptcy Court to approve the APA and upon
approval, the Bankruptcy Court will enter a sale order (the “Sale Order”).
E.
Sellers and certain of their affiliates will file a chapter 11 Plan, pursuant to which a
liquidating trust (the “Liquidating Trust”) will be created on the effective date of the Plan after
confirmation thereof.
F.
The primary purpose of the Liquidating Trust is to, among other things, liquidate
and distribute assets, which includes assets of the Sellers not sold to Purchaser pursuant to the
APA.
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G.
Following the Closing Date, the Sellers and the Liquidating Trust need access to
certain assets, systems, facilities, equipment, and personnel of Purchaser in connection with the
Sellers’ wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution
of the Sellers, and Purchaser agrees to provide such access and services in connection therewith.
AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:
ARTICLE I
SERVICES
Section 1.1

Services to be Provided.

(a)
Services to be Provided by the Sellers and/or the Liquidating Trust. Subject to the
terms and conditions of this Agreement, the Sellers and/or the Liquidating Trust, as the Service
Provider, shall provide or cause to be provided to Purchaser, as the Service Recipient, those
services in support of the business of Purchaser on such terms (including payment) as may be
mutually agreed upon in writing from time to time by the Sellers and/or the Liquidating Trust and
Purchaser (the “Seller Services”).
(b)
Services to be Provided by Purchaser. Subject to the terms and conditions of this
Agreement, Purchaser, as the Service Provider, shall provide or cause to be provided to the Sellers
and the Liquidating Trust, as the Service Recipient, those services and personnel in support of the
business of the Sellers and/or the wind-down and liquidation of the Sellers set forth on Schedule
A attached hereto (the “Purchaser Services”).
Section 1.2

Access to and Use of Assets, Systems, Facilities, and Equipment.

(a)
Access. Beginning on the Effective Time and continuing through the termination
or expiration of this Agreement in accordance with its terms, Purchaser hereby grants to the Sellers
and the Liquidating Trust, reasonable access to and the right to use the hospital assets, systems,
facilities, and equipment to the extent reasonably required in connection with the Sellers’ winddown of the Businesses, the completion of the Bankruptcy Cases, and the dissolution of the Sellers.
If any third party to any lease, license or other agreement requires Sellers to sign any documents
in order for Sellers to be granted access to, and the right to use, any hospital asset, system, facility
or equipment under such lease, license or other agreement, Sellers agree to execute and deliver
any such documents; provided, that such documents, leases, licenses or other agreements do not
require Sellers to pay any money or take any action, not required by the Sale Order; and provided,
further, that if Sellers do not sign such requisite documents, leases, licenses or other agreements,
then Purchaser has no obligation to provide Sellers with access and the right to use the associated
hospital assets, systems, facilities and equipment provided by such third party; and provided,
further, that Purchaser agrees to indemnify, defend and hold harmless each of the Sellers in
connection with any obligations under any such documents, leases, licenses or other agreements
other than those obligations of Sellers thereunder which are required by the Sale Order.
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(b)
Office Space. In order to enable the provision of the Seller Services, Purchaser
hereby grants to Sellers’ and their affiliates’ employees and any third-party service providers or
subcontractors the right to use and occupy the portion of St. Francis Medical Center identified on
Schedule B attached hereto (the “Premises”) at no cost for use exclusively as office space pursuant
to the terms and conditions hereof, and until the termination of this Agreement pursuant to Article
IV herein. Sellers shall keep the Premises neat, clean and sanitary and dispose of all
garbage. Sellers may terminate its right to occupy the Premises at any time upon five (5) days
prior written notice to Purchaser. Upon termination of Sellers’ right to occupy the Premises,
Sellers shall vacate the Premises in broom-clean condition. Purchaser shall make the Premises
available to Sellers 24 hours a day, 7 days a week. Purchaser may access the Premises for purposes
of making repairs or improvement or other reasonable purposes upon (except in the case of an
emergency) reasonable prior written notice to Sellers; however, Purchaser shall at all times use its
commercially reasonable efforts to prevent interference with or interruption of the Sellers’
business activities on the Premises. The Sellers use of the Premises shall additionally be subject
to the following terms and conditions:
(i)
Purchaser shall have the right, on reasonable advance notice (which shall
not be less than three (3) business days) to Sellers, to relocate the space covered by the preceding
license to similar space in the same area as the original designated Premises, provided the
replacement space is reasonably suitable for the same uses as contemplated herein. In the event
of any such relocation, references herein to the Premises shall constitute references to such
relocated space.
(ii)
Sellers shall not make any material alterations, decorations, additions, or
improvements in or to the Premises or the Purchaser’s other property without the prior written
consent of Purchaser, which may be given or withheld in Purchaser’s sole discretion.
(iii) Sellers shall not do, or permit their representatives to do, anything that
would: (a) unreasonably obstruct or materially interfere with the lawful operation of the Premises
or other portions of the Purchaser’s property by Purchaser and other tenants of the Purchaser’s
property; or (b) use the Premises for any illegal or unlawful purpose, including without limitation
any violations of applicable laws or regulations relating to or regulating hazardous substances.
(iv) The license, occupancy and access rights granted to Sellers under this
Agreement shall be effective notwithstanding any ground lease, mortgage, deed of trust, or any
other hypothecation or security placed at any time upon the Premises or any of Purchaser’s
property of which the Premises is a part, and notwithstanding any change in ownership (including
any sale and/or leaseback involving any property of which the Premises is a part) .
Section 1.3 Subcontracting. The Service Provider may, in its sole discretion and without any
written notice to the Service Recipient engage one or more parties (including third parties or
affiliates of the Service Provider) to provide the Services, whether in whole or in part or
subcomponent. Without limiting the preceding, Purchaser will not be required to use the Sellers
existing IT and similar systems, but shall have the right to replace IT and other systems, used to
provide any of the Purchaser Services provided that the new or replacement systems provide
equivalent functionality. Sellers and Purchaser agree to fully cooperate with each other, at
Purchaser’s sole cost and expense, in connection with any data or other transition steps required

US_Active\114483166\V-7

in connection moving any of the functions covered by the Purchaser Services to a new vendor or
system.
Section 1.4 Cooperation; Access.
Each Party shall, at reasonable times under the
circumstances, make available to any other Party properly authorized personnel for the purpose of
consultation and decisions in connection with the Services.
Section 1.5

Certain Qualifications.

(a)
Provided AS-IS. By accepting the use to the Premises and other access rights
provided herein, Sellers conclusively shall be deemed, subject to the representations, warranties
and obligations expressly set forth in this Agreement, to have (i) accepted the Premises and access
to other property of Purchaser “AS IS” and without express or implied warranty; and (ii) is fully
aware of and has approved the Premises in its condition existing as of such date.
(b)
Limited Representation. Except for the representations, warranties and obligations
expressly set forth in this Agreement, Purchaser makes no representations and warranties of any
kind, implied or expressed, with respect to the Purchaser Services, including, without limitation,
no warranties of merchantability or fitness for a particular purpose, which are specifically
disclaimed.
(c)
Privacy and Confidentiality Protections. All access provided to Sellers, to the
Premises or otherwise as provided herein, shall be permitted only in a manner which protects
patient privacy and the confidentiality of patient information under applicable Privacy Laws.
(d)
Limitation on Liability. In no event shall any Party have any liability under any
provision of this Agreement for any punitive, incidental, consequential, special or indirect
damages, whether based on statute, contract, tort or otherwise, and whether or not arising from any
other Party’s sole, joint, or concurrent negligence, strict liability, criminal liability or other fault.
ARTICLE II
LICENSE GRANT
Section 2.1 License Grant. Beginning on the Effective Time and continuing through the later
of the termination or expiration of this Agreement in accordance with its term or the dissolution
of the Sellers and their Businesses, the wind-down of the Liquidating Trust and the completion of
the Bankruptcy Cases, Purchaser grants to the Sellers and the Liquidating Trust a royalty free,
license to use the name “St. Francis Medical Center,” including any trademarks, service marks,
trademark and service mark registrations and registration applications, trade names, trade name
registrations, logos, domain names, trade dress, copyrights, copyright registrations, website
content, know-how, trade secrets, related to the use of the preceding name, and the corporate or
company names of the Sellers and the name of the Hospital, together with all rights to sue and
recover damages for infringement, dilution, misappropriation or other violation or conflict
associated with any of the foregoing, in all respects solely as reasonably needed in connection with
the wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution of
the Sellers. Sellers and the Liquidating Trust shall not assign, transfer or hypothecate any of the
rights subject to, and pursuant to, the preceding license and shall not use any such license rights in
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any manner which could adversely affect Purchaser’s intellectual property rights with respect to
the items which are the subject of such license.
ARTICLE III
PAYMENT
Section 3.1 Service Fees. The fee, rate or amount to be charged to the Service Recipient for
the Services (the “Service Fees”) shall be as set forth on Schedule A hereto for the Purchaser
Services and as agreed upon in writing from time to time by Sellers and/or the Liquidating Trust
and Purchaser for the Purchaser Services. The Service Provider shall issue invoices on a monthly
basis to the Service Recipient for the Services, with a statement of such Services and reasonable
supporting detail therefor. The Service Recipient shall pay the undisputed portion of such invoices
within thirty (30) days of receipt of such invoices. Any dispute relating to the Services shall be
resolved in accordance with the dispute resolution procedures set forth in this Agreement.
ARTICLE IV
TERM AND TERMINATION
Section 4.1 Term. Unless a Service is earlier terminated by the Service Recipient in accordance
with Section 4.2(b), the Service Provider shall provide each Service to the Service Recipient for
the period beginning at the Effective Time (as defined under the APA) and continuing through and
including the applicable dates set forth in: (i) Schedule A (with respect to the Purchaser Services);
and (ii) any written agreement between Sellers and/or the Liquidating Trust and Purchaser (with
respect to the Seller Services) (the “Applicable Term”); provided, that in the event a particular
Service provided by Purchaser hereunder is required by one or more Sellers to allow such Seller(s)
to comply with applicable laws, rules or regulations, the Applicable Term shall be extended for so
long as such Service is required to allow such Seller(s) to comply with such laws, rules and
regulations; provided, however, that notwithstanding any other term herein any Party may, in any
case, terminate this Agreement by written notice to any other Party at any time on and after the
end of the 18th calendar month following the Licensure Date (as defined in the APA). In addition,
upon termination or expiration of this Agreement, the Parties may mutually agree in writing to a
tail period for any portion of the Services, and the terms of this Agreement shall continue to apply
to such ongoing Services until performed in full.
Section 4.2

Termination.

(a)
Termination for Material Breach. This Agreement may be terminated by the Sellers
and/or the Liquidating Trust on the one hand, or Purchaser on the other hand, upon written notice
to any other Party in the event that any other Party materially breaches any provision of this
Agreement and fails to remedy such breach within thirty (30) days of its receipt of such written
notice, except to the extent such remedy is prevented or not permitted by the Bankruptcy Court;
and provided, further, however, that this Agreement may only be terminated under this Section
4.2(a) following approval of such termination by the Bankruptcy Court.
(b)
Early Termination. The Service Recipient may terminate any particular Service
early by providing not less than thirty (30) days prior written notice to the Service Provider of its
intent to terminate early such particular Service. Any such partial termination notice delivered
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shall specify in detail (i) the Service or Services to be terminated and (ii) the effective date(s) of
such termination (subject to the foregoing sentence). If any such termination of a Service prior to
the expiration of its Applicable Term requires any out-of-pocket fee, cost or expense of a similar
nature payable to a third party (a “Termination Fee”), the Service Provider shall have no
obligation to terminate such Service prior to the expiration of its Applicable Term unless the
Service Recipient approves in advance such Termination Fee in writing (a “Termination Fee
Approval”). If the Termination Fee Approval is granted, the Termination Fee shall be billed to
and payable by the Service Recipient.
(c)
Continued Access. Notwithstanding the termination of any particular Services
hereunder, Service Recipient shall continue to have the right, upon reasonable advance notice and
consistent with the other provisions herein, to reasonable access data and Service Provider,
personnel relating to such Services for reasonable purposes (including compliance with applicable
law).
Section 4.3 Effect of Termination. The termination of this Agreement pursuant to Section 4.2
shall not relieve any Party from liability for any willful and material breach of this Agreement
prior to such termination. Further, the provisions of Article II, Article III, this Section 4.3, Article
V and Article VI shall survive any termination of this Agreement pursuant to Section 4.2.
ARTICLE V
COORDINATION AND OTHER COVENANTS
Section 5.1 Coordination. The Parties hereby appoint as of the Effective Time the following
representatives responsible for coordinating and managing the provision and receipt of the
Services, which representatives shall have authority to act on the applicable Party’s behalf with
respect to matters relating to this Agreement:
Sellers’ Representative:
Address:
Telephone:
Facsimile:
Email:
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Liquidating Trust Representative:
Address:
Telephone:
Facsimile:
Email:
Purchaser’s Representative:
Address:
Telephone:
Facsimile:
Email:

In the event that the Sellers, the Liquidating Trust or Purchaser elect, in their sole discretion, to
change their respective representative appointed for purposes of this Section 5.1, the Sellers, the
Liquidating Trust or Purchaser (as the case may be) shall deliver written notice thereof to the other
promptly following the effective date of appointment of the name and contact information of such
new representative. The representatives shall work in good faith to address and attempt to resolve
any dispute arising out of or relating to this Agreement or the breach, termination or validity
thereof, whether sounding in contract or tort and whether arising during or after termination of this
Agreement, including any pricing and other Service related matters.
Section 5.2 General Cooperation and Turnover Obligations. The Parties shall cooperate to
ensure that any and all payments that constitute Excluded Assets (as defined in the APA), shall be
paid to and received by Sellers, with any payments that constitute Assets (as defined in the APA)
transferred to Purchaser transferred to Purchaser pursuant to Section 1.7 of the APA or that
otherwise arise from services rendered by Purchaser on or after the Licensure Date be paid to and
received by Purchaser. In this regard, for a period of two (2) years after the Effective Time
(“Turnover Period”), the Parties shall, within ten (10) business days, copy and send to any other
Party copies (either in hard copy or via electronic file) of all remittance advices for all deposits to
all Lockboxes or other bank accounts for the Receivables (as defined in the APA), from whatever
payor or source of funds, that are received on and after the Effective Time. In the event that Assets
are deposited to a bank account of Sellers which is not automatically swept or transferred to
Purchaser, then Sellers, within ten (10) business days of notice of the receipt of such Assets, shall
turnover and pay Purchaser said funds. In the event that a deposit representing payment of any
Excluded Assets is received by Purchaser, then Purchaser, within five (5) business days of notice
of the receipt of funds representing any Excluded Assets, shall turnover and pay Sellers such funds.
Each Party, moreover, shall have the right, within three (3) months after the expiration of the
Turnover Period, to audit by an independent and competent auditor, at the requesting Party’s sole
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expense, of the bank records and remittance advices of any other Party. Thereafter, upon the
findings of the auditor that there has either been an overpayment or an underpayment of funds due,
the Party owing funds shall, within five (5) business days, make a payment of such funds to the
Party to whom they are owed.
Section 5.3 HIPAA Compliance. The Parties agrees to take such steps as are necessary to
ensure compliance with the Health Insurance Portability and Accountability Act of 1996
(“HIPAA”), the California Confidentiality of Medical Information Act, and other applicable
federal and state privacy laws and regulations (collectively, the “Privacy Laws”) with respect to
the Hospital and its operations, and the performance by the Parties of the services and obligations
provide herein.
Section 5.4

Confidentiality.

(a)
During the term of this Agreement and thereafter, the Parties shall, and shall instruct
their respective Representatives (as defined below) to, maintain in confidence and not disclose any
other Party’s financial, technical, sales, marketing, development, personnel, and other information,
records, or data, including, without limitation, customer lists, supplier lists, trade secrets, designs,
product formulations, product specifications or any other proprietary or confidential information,
however recorded or preserved, whether written or oral (any such information, “Confidential
Information”). Each Party hereto shall use the same degree of care, but no less than reasonable
care, to protect any other Party’s Confidential Information as it uses to protect its own Confidential
Information of like nature. Unless otherwise authorized in any other agreement between the
Parties, any Party receiving any Confidential Information of any other Party (the “Receiving
Party”) may use Confidential Information only for the purposes of fulfilling its obligations under
this Agreement (the “Permitted Purpose”). Any Receiving Party may disclose such Confidential
Information only to its directors/managing members, managers, officers, employees, consultants,
financial advisors, prospective or existing lenders, counsel, accountants and other agents of such
Receiving Party (and, in addition, Sellers may disclose such Confidential Information to the
creditors committee in the Bankruptcy Cases and its consultants, financial advisors, counsel,
accountants and other agents, the Liquidating Trust and its trustee, consultants, financial advisors,
counsel, accountants and other agents and any advisory board members and their consultants,
financial advisors, counsel, accountants and other agents) (“Representatives”) who have a need to
know such information for the Permitted Purpose and who have been advised of the terms of this
Section 5.5 and the Receiving Party shall be liable for any breach of these confidentiality
provisions by such persons; provided, however, that any Receiving Party may disclose such
Confidential Information to the extent such Confidential Information is required to be disclosed
by a governmental agency or court order (“Governmental Order”), in which case the Receiving
Party shall promptly notify, to the extent possible, the disclosing Party (the “Disclosing Party”),
and take reasonable steps to assist in contesting such Governmental Order or in protecting the
Disclosing Party’s rights prior to disclosure, and in which case the Receiving Party shall only
disclose such Confidential Information that it is advised by its counsel in writing that it is legally
bound to disclose under such Governmental Order.
(b)
Notwithstanding the foregoing, “Confidential Information” shall not include any
information that the Receiving Party can demonstrate: (i) was publicly known at the time of
disclosure to it, or has become publicly known through no act of the Receiving Party or its
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Representatives in breach of this Section 5.5; (ii) was rightfully received from a third party without
a duty of confidentiality; or (iii) was developed by it independently without any reliance on the
Confidential Information.
(c)
Upon demand by the Disclosing Party at any time, or upon expiration or termination
of this Agreement with respect to any Service, the Receiving Party agrees promptly to return or
destroy, at the Receiving Party’s option, all Confidential Information. If such Confidential
Information is destroyed, an authorized officer of the Receiving Party shall certify to such
destruction in writing.
ARTICLE VI
MISCELLANEOUS
Section 6.1

Relationship of the Parties.

(a)
The Parties and their respective representatives shall be deemed independent
contractors for all purposes under this Agreement.
(b)
This Agreement shall not be deemed or construed to create the relationship of
employer or employee, partnership or any type of joint venture relationship among the Parties.
(c)
The Parties acknowledge and agree that the Parties are not providing legal,
accounting or tax advice under this Agreement. The Parties further acknowledge and agree that no
fiduciary or other similar relationship is being created among the Parties relating to the Services
or otherwise under this Agreement.
(d)
Except as expressly set forth herein, neither the Sellers, the Liquidating Trust, nor
any of their respective representatives or affiliates, on the one hand, nor Purchaser or any of its
representatives or affiliates, on the other hand, shall have the authority to contract for or assume
obligations of any nature in the name of any other Party, as the case may be, without the other’s
prior written consent.
Section 6.2 No Set-off. Neither the Sellers, the Liquidating Trust, nor any of their respective
representatives or affiliates, on the one hand, nor Purchaser nor any of its representatives or
affiliates, on the other hand, shall have any set-off or other similar rights pursuant to this
Agreement.
Section 6.3 Notices. All notices, requests, claims, demands or other communications hereunder
shall be deemed to have been duly given and made if in writing and (a) at the time personally
delivered if served by personal delivery upon the Party for whom it is intended, (b) at the time
received if delivered by registered or certified mail (postage prepaid, return receipt requested) or
by a national courier service (delivery of which is confirmed), or (c) upon confirmation if sent by
facsimile; in each case to the Party at the address set forth in Section 5.1, or such other address as
may be designated in writing hereafter, in the same manner, by such Party.
Section 6.4 Amendment, Modification and Waiver. Any provision of this Agreement may be
amended, modified or waived if, and only if, such amendment, modification or waiver is in writing
and signed, in the case of an amendment, by the Parties, or in the case of a waiver, by the Party
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against whom the waiver is to be effective. No failure or delay by any Party in exercising any
right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.
Section 6.5 Assignment. Neither this Agreement nor any of the rights, interests or obligations
under it may be directly or indirectly assigned, delegated, hypothecated, sublicensed, subleased or
transferred by any of the Parties, in whole or in part, to any other person without the prior written
consent of the non-assigning Party, and any attempted or purported assignment in violation of this
Section 6.5 will be null and void; provided, that Sellers may assign their rights hereunder to the
Liquidating Trust. Subject to the preceding sentence, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by the Parties and their respective successors and permitted
assigns. Notwithstanding the preceding, however, Purchaser may assign its rights or obligations
hereunder to its any of its affiliates and may subcontract with third parties to provide any of the
Purchaser Services as provided elsewhere in this Agreement, provided that any such assignment
or subcontracting shall not relieve Purchaser of or reduce Purchaser’s obligations under this
Agreement.
Section 6.6 Entire Agreement. This Agreement constitutes the entire agreement among the
Parties with respect to the subject matter hereof and supersedes all prior agreements and
understandings, oral or written, with respect to such matters.
Section 6.7 Third Party Beneficiaries. Nothing expressed or implied in this Agreement is
intended to confer any rights, benefits, remedies, obligations or liabilities upon any person other
than the Parties and their respective successors and permitted assigns.
Section 6.8 Expenses. In the event of litigation arising from or relating to this Agreement, the
non-prevailing Party as determined by a court of competent jurisdiction in a final non-appealable
order shall be liable and pay to the prevailing Party the reasonable attorney’s fees and expenses
incurred in connection with such litigation.
Section 6.9 Governing Law. This Agreement shall be construed, performed, and enforced in
accordance with, and governed by, the laws of the State of California (without giving effect to the
principles of conflicts of laws thereof), except to the extent that the laws of such State are
superseded by the Bankruptcy Code or other applicable federal law.
Section 6.10 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
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LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.10. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
Section 6.11 Jurisdiction; Mediation. The Parties agree that the Bankruptcy Court shall have
exclusive personal and subject matter jurisdiction over any action or proceeding with respect to
any claim arising out of or related to this Agreement, and any of the documents or transactions
contained in or contemplated by this Agreement; provided, however, that the Parties agree that the
United States District Court for the Central District of California (together with the Bankruptcy
Court, the “Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the Bankruptcy
Cases are closed and if the Bankruptcy Cases are not reopened to adjudicate such claim after
request by the Party bringing such claim or (ii) the Bankruptcy Court determines that it does not
have jurisdiction over such claim. Solely in connection with claims arising under this Agreement,
or any of the documents or transactions contemplated hereby, the Parties (a) irrevocably submit to
the exclusive jurisdiction of the Chosen Courts, (b) waive any objection to laying venue in any
such action or proceeding in the Chosen Courts, (c) waive any objection that the Chosen Courts
are an inconvenient forum or do not have jurisdiction over any Party hereto, and (d) agree that
service of process upon such Party in any such action or proceeding shall be effective if notice is
given in accordance with Section 6.3 hereof.
Section 6.12 Mediation. If a dispute arises out of or relates to this contract, or the breach thereof,
and if the dispute cannot be settled through negotiation, the Parties agree first to try in good faith
to settle the dispute by mediation administered by the American Arbitration Association under its
Commercial Mediation Procedures before resorting to litigation in accordance with the terms of
this Agreement. Any such mediation shall take place in Los Angeles, California and be subject to
the governing law as set forth in this Agreement.
Section 6.13 Counterparts. This Agreement may be executed in one or more counterparts, each
of which will be deemed to constitute an original, but all of which shall constitute one and the
same agreement, and may be delivered by facsimile or other electronic means intended to preserve
the original graphic or pictorial appearance of a document.
Section 6.14 Ownership of Intellectual Property. Subject to the provisions of the APA, each of
the Parties shall retain all right, title and interest in and to their respective intellectual property and
data and other proprietary and other assets.
Section 6.15 Service Standards. Service Provider shall use commercially reasonable efforts to
provide the Services to be provided by it in accordance with all applicable laws, rules and
regulations and in a professional, competent, workman-like and timely manner.
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Section 6.16 Severability. The provisions of this Agreement shall be deemed severable and the
invalidity or unenforceability of any provision shall not affect the validity or enforceability of the
other provisions hereof. If any provision of this Agreement, or the application thereof to any
circumstance, is found by a court or other governmental authority of competent jurisdiction to be
invalid or unenforceable, the remainder of this Agreement and the application of such provision to
other circumstances shall not be affected by such invalidity or unenforceability, nor shall such
invalidity or unenforceability affect the validity or enforceability of such provision, or the
application thereof, in any other jurisdiction. If any provision of this Agreement is so broad as to
be unenforceable, the provision shall be interpreted to be only so broad as would be enforceable.
Section 6.17 Force Majeure. No Party shall be liable for nonperformance or late performance of
any of its obligations under this Agreement to the extent and for such periods of time as such
nonperformance, or late performance is due to reasons outside such Party’s control (including any
arising from the SARS-CoV-2 virus or mutations therefrom or in connection with the disease
COVID-19), including acts of God, war (declared or undeclared), riots, revolutions, fire, floods,
explosions, sabotage, nuclear incidents, lightning, weather, earthquakes, storms, sinkholes,
epidemics, failure of utilities, (or similar nonperformance or late performance of suppliers or
subcontractors). In the event of any such nonperformance or late performance, the Service
Provider shall use commercially reasonable efforts to restore or resume the Services within a
reasonable period of time.
Section 6.18 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all Parties.
IN WITNESS WHEREOF, the Parties have executed this Agreement as of the Signing Date.
NAME
By:
Name:
Title:
NAME
By:
Name:
Title:
NAME
By:

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC.
By:
Name:
Title:
VERITY HOLDINGS, LLC
By:
Name:
Title:
ST. FRANCIS MEDICAL CENTER
By:
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Name:

Name:

Title:

Title:
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Schedule A
to TSA
Services to be Provided by Purchaser to Sellers
I.

Phase One: [from closing date to 6-9 months thereafter]
A.
Description of Services: Purchaser will assist in activities related to the Debtors’ efforts
in support of its winding down activities, including accounting for monthly transactions, assisting
in materials management and purchasing, facilitating voucher and payment of accounts payable
and financial reporting. Purchaser will assist Debtors’ in additional winding down activities,
including facilitating the Debtors’ efforts in claims reconciliation, contracts
rejections/assumptions, preparing W2s and 1099s, and preparing tax returns.
B.

Accounting - TBD

C.

Accounts Payable / Supply Chain - TBD

D.

Human Resources / Payroll - TBD

E.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades
as needed to perform services for all applications. List of applications: - TBD
II.

Phase Two: [from end of Phase I to two years thereafter]
A.
data.

Description of Services: Purchaser will continue to archive and provide access to select

B.

Accounting / Finance - TBD

C.

Human Resources / Payroll - TBD

D.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades
as needed to perform services for all applications. List of applications: - TBD
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Schedule B
to TSA
Office Space for Use by Sellers
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Exhibit 1.4(k) to APA
FIRPTA
To come.
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Exhibit 5.8(c) to APA
Accepted Conditions (Attorney General)

See attached.
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Conditions to the Sale of St. Francis Medical Center1 and Approval of the Asset Purchase
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC,
St. Francis Medical Center and Prime Healthcare Services, Inc. (“Purchaser”)
These Conditions shall be legally binding on Verity Health System of California, Inc., a California
nonprofit public benefit corporation, Verity Holdings, LLC, a California limited liability company,
St. Francis Medical Center, a California nonprofit public benefit corporation, and St. Francis
Medical Center Foundation, a nonprofit public benefit corporation and Purchaser, a Delaware
corporation, any other subsidiary, parent, general partner, limited partner, member, affiliate,
successor, successor in interest, assignee, or person or entity serving in a similar capacity of any
of the above-listed entities including, but not limited to, any entity succeeding thereto as a result
of consolidation, affiliation, merger, or acquisition of all or substantially all of the real property or
operating assets of St. Francis Medical Center, or the real property on which St. Francis Medical
Center is located, any and all current and future owners, lessees, licensees, or operators of St.
Francis Medical Center, and any and all current and future lessees and owners of the real property
on which St. Francis Medical Center is located.
The transaction conditionally approved by the Attorney General consists of _____________.
All the entities listed in Condition I, and any other parties referenced in the above agreements shall
fulfill the terms of these agreements or documents and shall notify and obtain the Attorney
General’s approval in writing of any proposed modification or rescission of any of the terms of
these agreements or documents. Such notifications shall be provided at least sixty days prior to
their effective date in order to allow the Attorney General to consider whether they affect the
factors set forth in Corporations Code section 5917 and obtain the Attorney General’s approval.
For ten years from the closing date of the Asset Purchase Agreement, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and all future owners, managers, lessees,
licensees, or operators of St. Francis Medical Center shall be required to provide written notice to
the Attorney General sixty days prior to entering into any agreement or transaction to do any of
the following:
Sell, transfer, lease, exchange, option, convey, manage, or otherwise dispose of St. Francis Medical
Center;
Transfer control, responsibility, management, or governance of St. Francis Medical Center. The
substitution, merger or addition of a new member or members of the governing body of Purchaser
that transfers the control of, responsibility for or governance of St. Francis Medical Center, shall
be deemed a transfer for purposes of this Condition. The substitution or addition of one or more
members of the governing body of Purchaser, or any arrangement, written or oral, that would
transfer voting control of the members of the governing body of Purchaser shall also be deemed a
transfer for purposes of this Condition.

1

Throughout this document, the term “St. Francis Medical Center” shall mean the general acute care hospital located
at 3630 East Imperial Highway, Lynwood, CA 90262, and any other clinics, laboratories, units, services, or beds
included on the license issued to St. Francis Medical Center by the California Department of Public Health, effective
January 1, 2019, unless otherwise indicated.
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For ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical Center
shall be operated and maintained as a licensed general acute care hospital (as defined in California
Health and Safety Code Section 1250) and shall maintain and provide 24-hour emergency and
trauma medical services at no less than current2 licensure and designation with the same types
and/or levels of services, including the following:
46 emergency treatment stations at a minimum;
Designation as a Level II Trauma Center;
Designation as a 5150 Receiving Facility, as defined by the Welfare and Institutions
Code, section 5150, for behavioral health patients under involuntary evaluation;
Psychiatric evaluation team;
Designation as an Emergency Department Approved for Pediatrics (EDAP);
Designation as a Paramedic Base Station; and
Certification as a Primary Stroke Center.
Purchaser must give one-year advance written notice to the Los Angeles County Emergency
Medical Services Agency and the California Department of Public Health if St. Francis Medical
Center seeks to reduce trauma or trauma-related care services or stop operating the Level II Trauma
Center after ten years from the closing date of the Asset Purchase Agreement.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
shall maintain on-call coverage contracts and/or comparable coverage arrangements with
physicians that are necessary to retain its qualification as a Level II trauma center. The following
on-call coverage contracts and/or comparable coverage arrangements are required to retain St.
Francis Medical Center’s status as a Level II trauma center:
Neurology;
Obstetrics/gynecology;
Ophthalmology;
Oral or maxillofacial or head and neck;
Orthopedic
Plastic surgery;
Reimplantation/microsurgery capability (this surgical service may be provided through
a written transfer agreement); and
Urology.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the following services at current licensure, types, and/or levels of services:
Cardiac services, including three cardiac catheterization labs and the designation as a
STEMI Receiving Center;
Critical care services, including a minimum of 36 intensive care unit beds or 24
intensive care beds and 12 definitive observation beds;
Neonatal intensive care services, including a minimum of 29 neonatal intensive care
beds, and at minimum, maintaining a Level II NICU;
2

The term “current” or “currently” throughout this document means as of January 1, 2019.
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Women’s health services, including women’s imaging services;
Pediatric services, including a designated area with at least five general acute care beds
for pediatric services;
Orthopedic and rehabilitation services;
Wound care services;
Behavioral health services, including a minimum of 40 distinct part inpatient acute
psychiatric beds; and
Perinatal services, including a minimum of 50 perinatal beds.
Purchaser shall not place all or any portion of its above-listed licensed-bed capacity or services in
voluntary suspension or surrender its license for any of these beds or services.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the same types and/or levels of women’s healthcare services currently
provided at the location below or a location within three miles of St. Francis Medical Center:
Family Life Center at St. Francis Medical Center, located at 3630 E Imperial Highway,
Lynwood, California.
For at least five years from the closing date of the Asset Purchase Agreement, Purchaser shall
either: (1) operate clinics (listed below) with the same number of physicians and mid-level
provider full-time equivalents in the same or similar alignment structures, or (2) sell the clinics
(listed below) with the same number of physician and mid-level provider full-time equivalents and
require the purchaser(s) to maintain such services for 5 years from the closing date of the Asset
Purchase Agreement and to participate in the Medi-Cal and Medicare programs as required in the
conditions herein, or (3) ensure that a third party is operating the clinics (listed below) with the
same number of physician and mid-level provider full-time equivalents and require the third party
to maintain such services for 5 years from the closing date of the Asset Purchase Agreement and
to participate in the Medi-Cal and Medicare programs as required in the conditions herein. For
any of these options, each clinic can be moved to a different location within a three-mile radius of
each clinic’s current location, and St. Francis Medical Center can utilize an alternative structure in
providing such services. The following clinic is subject to this condition:
Orthopedic services at 3628 E. Imperial Highway, Suite 300, Lynwood, California.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall:
Be certified to participate in the Medi-Cal program at St. Francis Medical Center;
Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal Managed
Care Plans to provide the same types and levels of emergency and non-emergency services at St.
Francis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-Cal and Medi-Cal
Managed Care) as required in these Conditions, on the same terms and conditions as other similarly
situated hospitals offering substantially the same services, without any loss, interruption of service
or diminution in quality, or gap in contracted hospital coverage, unless the contract is terminated
for cause or not extended or renewed by the Medi-Cal Managed Care Plan:
Local Initiative: L.A. Care Health Plan or its successor; and
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Commercial Plan: Health Net Community Solutions, Inc. or its successor.
If Purchaser questions whether it is being reimbursed on the same terms and conditions as other
similarly situated hospitals offering substantially the same services, it shall notify the Attorney
General’s Office with at least 120 days’ notice prior to taking any action that would effectuate any
loss, interruption of service or diminution in quality, or gap in contracted hospital coverage or prior
to giving any required notice of taking such action.
Be certified to participate in the Medicare program by maintaining a Medicare Provider Number
to provide the same types and levels of emergency and non-emergency services at St. Francis
Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare Managed
Care), on the same terms and conditions as other similarly situated hospitals, as required in these
Conditions.
For six fiscal years from the closing date of the Asset Purchase Agreement, Purchaser shall provide
an annual amount of Charity Care (as defined below) at St. Francis Medical Center equal to or
greater than $8,000,000 (the Minimum Charity Care Amount). For purposes hereof, the term
“charity care” shall mean the amount of charity care costs (not charges) incurred by Purchaser in
connection with the operation and provision of services at St. Francis Medical Center. The
definition and methodology for calculating “charity care” and the methodology for calculating
“costs” shall be the same as that used by Office of Statewide Health Planning Development
(OSHPD) for annual hospital reporting purposes.3
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the closing date of
the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any,
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in
the Los Angeles-Long Beach-Anaheim Average Base Period: 1982-84=100 (CPI-LA, as published
by the U.S. Bureau of Labor Statistics).
If the actual amount of charity care provided at St. Francis Medical Center for any fiscal year is
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced
Consumer Price Index) required for such fiscal year, Purchaser shall pay an amount equal to the
deficiency to one or more tax-exempt entities that provide direct healthcare services to residents
in the St. Francis Medical Center’s service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such
payment(s) shall be made within six months following the end of such fiscal year.
For six fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall provide
an annual amount of Community Benefit Services at St. Francis Medical Center equal to or greater
3

OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, “the determination of
what is classified as . . . charity care can be made by establishing whether or not the patient has the ability to pay. The
patient’s accounts receivable must be written off as bad debt if the patient has the ability but is unwilling to pay off
the account.”
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than $1,139,301 (the “Minimum Community Benefit Services Amount”) exclusive of any funds
from grants. For six fiscal years, the following community benefit programs and services shall
continue to be offered at its current or equivalent location:
Southern California Crossroads Program;
Health Benefit Resource Center;
Welcome Baby Program;
Healthy Community Initiatives;
American Career College access for onsite training;
Paramedic Training and Education; and
Patient Transportation support.
The planning of, and any subsequent changes to, the community benefit services provided at St.
Francis Medical Center shall be decided after consultation with the Local Governing Board of
Directors.
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the effective date
of the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Community Benefit
Services Amount shall be increased (but not decreased) by an amount equal to the Annual Percent
increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for All Urban
Consumers in the Los Angeles-Long Beach-Anaheim Average Base Period: 198284=100 (CPILA, as published by the U.S. Bureau of Labor Statistics).
If the actual amount of community benefit services provided at St. Francis Medical Center for any
fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted pursuant
to the above-referenced Consumer Price Index) required for such fiscal year, Purchaser shall pay
an amount equal to the deficiency to one or more tax-exempt entities that provide community
benefit services for residents in St. Francis Medical Center’s service area (31 ZIP codes), as
defined on as described on page 54 in the Healthcare Impact
Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such payment(s) shall be
made within six months following the end of such fiscal year.
For at least ten years from the closing date of the Asset Purchase Agreement unless otherwise
indicated, Purchaser shall maintain its contracts and any amendments and exhibits thereto with the
City and/or County of Los Angeles for services, including the following:
Participation in the Hospital Preparedness Program between the Hospital and Los
Angeles County;
Department of Mental Health Legal Entity Contract between the Hospital and Los
Angeles County;
Paramedic Base Hospital Services between the Hospital and Los Angeles County;
Radiation Therapy Services between the Hospital and Los Angeles County;
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Designation Agreement between the County of Los Angeles Department of Mental
Health (LAC-DMH) and the Hospital and approved as a 72-hour Evaluation and
Intensive Treatment facility;
Trauma Center Service Agreement between the Hospital and Los Angeles County; and
Paramedic Training Institute Students between the Hospital and Los Angeles County.
For at least ten years from the closing date of the Asset Purchase Agreement, Purchaser shall
provide to the Los Angeles County Department of Health Services and Los Angeles County of
Department of Mental Health information and documents related to staffing assessments, clinical
guidelines, services provided, and technology needs for St. Francis Medical Center. The goal is
to ensure that Purchaser’s decisions or changes in these areas will not be motivated by a desire to
move away from serving the Medi-Cal population. Such information and documents will also be
provided to the Local Governing Board.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall have at St.
Francis Medical Center a Local Governing Board of Directors. Purchaser shall consult with the
Local Governing Board of Directors prior to making changes to medical services, community
benefit programs, making capital expenditures, including making changes to the charity care and
collection policies, and making changes to charity care services provided at St. Francis Medical
Center. The members of the Local Governing Board shall include physicians from St. Francis
Medical Center’s medical staff, St. Francis Medical Center’s Chief of Staff, one member
designated by the Los Angeles County Board of Supervisors, and community representatives from
St. Francis Medical Center’s primary service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019 attached hereto as
Exhibit 1, including at least one member from a local healthcare advocacy group. Such
consultation shall occur at least sixty days prior to the effective date of such changes or actions
unless done so on an emergency basis. The Local Governing Board’s approval is required of all
reports submitted to the Attorney General regarding compliance with these Conditions.
Purchaser shall commit to reserve or expend for St. Francis Medical Center for capital
improvements to the hospital over the five-year period from the closing of the Asset Purchase
Agreement, the amount of capital that remains unexpended from the $180 million commitment
required of Blue Mountain Capital Management, LLC as part of the Attorney General Conditions
approved on December 3, 2015 but this amount can be no less than $5.8 million among St. Francis
Medical Center, Seton Medical Center and St. Vincent Medical Center. Purchaser understands
that such condition has previously been satisfied but will still commit to expend approximately
$35 million on St. Francis Medical Center over the five-year period from the closing of the Asset
Purchase Agreement.
Purchaser shall commit the necessary investments required to maintain OSHPD seismic
compliance requirements at the Hospital through 2030 under the Alfred E. Alquist Hospital
Facilities Seismic Safety Act of 1983, as amended by the California Hospital Facilities Seismic
Safety Act, (Health & Safety. Code, § 129675-130070).
Purchaser shall maintain privileges for current medical staff who are in good standing as of the
closing date of the Asset Purchase Agreement. Further, the closing of the Asset Purchase
Agreement shall not change the independence of the medical staff.
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There shall be no discrimination against lesbian, gay, bisexual, or transgender individuals at St.
Francis Medical Center, and no restriction or limitation on providing or making reproductive
health services available at St. Francis Medical Center, its medical office buildings, or at any of its
facilities. Both of these prohibitions shall be set forth in Purchaser’s written policies, adhered to,
and strictly enforced.
For eleven fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall
submit to the Attorney General, no later than four months after the conclusion of each fiscal year,
a report describing in detail compliance with each Condition set forth herein. The Chairman of
the Board of Directors of Purchaser shall certify that the report is true, accurate, and complete and
provide documentation of the review and approval of the report by the Local Governing Board.
At the request of the Attorney General, all parties listed in Condition I, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and any other parties referenced in the
agreements listed in Condition II shall provide such information as is reasonably necessary for the
Attorney General to monitor compliance with these Conditions and the terms of the transaction as
set forth herein. The Attorney General shall, at the request of a Party and to the extent provided
by law, keep confidential any information so produced to the extent that such information is a trade
secret or is privileged under state or federal law, or if the private interest in maintaining
confidentiality clearly outweighs the public interest in disclosure.
Once the Asset Purchase Agreement is closed, and so long as such actions are consistent with the
Asset Purchase Agreement, all parties listed in Condition I, and any other parties referenced in the
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the
applicability and compliance with each and every Condition and to have waived any right to seek
judicial relief with respect to each and every Condition.
The Attorney General reserves the right to enforce each and every Condition set forth herein to the
fullest extent provided by law. In addition to any legal remedies the Attorney General may have,
the Attorney General shall be entitled to specific performance, injunctive relief, and such other
equitable remedies as a court may deem appropriate for breach of any of these Conditions.
Pursuant to Government Code section 12598, the Attorney General’s office shall also be entitled
to recover its attorney fees and costs incurred in remedying each and every violation.
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DISCLOSURE SCHEDULES
To
ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and
___________________________________________
(as “Purchaser”)

Dated [______, 2020]
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Schedule 1.1(a)(i) - Base Price Adjustments

Annualized Normalized earnings before interest, depreciation, amortization (EBITDA) shall mean
the actual reported EBITDA including restructuring charges and any COVID-related payments or
expenses that were realized in the period normalized by adjusting the revenues and expenses to
remove the effect of one-time items and allocating revenue and expense items over the period to
which they apply, consistent with the normalization done in a “quality of earnings” analysis.
Specifically, the EBITDA will be normalized by subtracting QAF revenues and adding back QAF
expenses reflected in the Monthly Operating Reports and adding the one-month average net benefit
of a the complete QAF Cycle VI net benefit. COVID reimbursement related to specific patient
accounts will be reflected in the period billed. COVID grants and other forms of funding, not
related to specific patient accounts, will be applied to the designated period as specified in the
funding to compensate for COVID related costs incurred and reflected in the periodic income
statement.
Prior Period Annualized Normalized (EBITDA) shall mean the actual reported EBITDA including
restructuring charges and any COVID-related payments or expenses that were realized in the
period normalized by adjusting the revenues and expenses to remove the effect of one-time items
and allocating revenue and expense items over the period to which they apply, consistent with the
normalization done in a “quality of earnings” analysis. Specifically, the EBITDA will be
normalized by subtracting QAF revenues and adding back QAF expenses reflected in the Monthly
Operating Reports and adding the one-month average net benefit of a the complete QAF Cycle VI
net benefit. COVID reimbursement related to specific patient accounts will be reflected in the
period billed. COVID grants and other forms of funding, not related to specific patient accounts,
will be applied to the designated period as specified in the funding to compensate for COVID
related costs incurred and reflected in the periodic income statement.
A sample calculation for the period ended February 2020 is attached hereto including the
normalizing adjustment for QAF VI, corporate overhead, restructuring charges and any COVID
related payments or expenses that were realized in a period but should be allocated to other periods.
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Schedule 2.0
I. Ebitda Measurement Calcualtion (2020)
a)
b)
C)
d)
e)

Normalized month-end EBITDA, for the period 1 complete month prior to close of transaction
Normalized month-end EBITDA, for the period 2 complete month prior to close of transaction
Normalized month-end EBITDA, for the period 3 complete month prior to close of transaction
Total (Sum of a + b + c)
Annualize EBITDA Measurement (d * 4)

II. Ebitda Baseline Measurement Calculation (2019)
F)
G)
H)
I)
J)

Normalized month-end EBITDA, for the the same calandar month as a) in the EBITDA Measurement calcualtion
Normalized month-end EBITDA, for the the same calandar month as b) in the EBITDA Measurement calcualtion
Normalized month-end EBITDA, for the the same calandar month as c) in the EBITDA Measurement calcualtion
Total (Sum of E + F + G)
Annualize EBITDA Measurement (I) * 4)

KK) EBITDA variance Baseine (J <e>)
LL) MAC Hurdle
MAC Adjustment: If Variance is greater than $50M (KK <LL>)

$

50,000,000

Schedule 2.0 Example

St. Francis Medical Center
Operating results
May-19

$ in 000's
Net patient revenue
Other revenue
Net QAF
Total revenue

$

20,353
13,889
56,014
90,256

Jun-19
$

19,605
12,893
2,448
34,946

Jul-19
$

21,019
11,969
32,988

Salaries and benefits
Pension
Supplies
Purchased services
Corp allocations
Depreciation and amortization
Interest, net
Total expenses

19,143
78
3,736
9,533
4,530
679
317
38,017

20,784
78
3,717
12,882
3,579
701
318
42,060

19,613
160
3,728
10,626
4,531
667
317
39,642

Operating (loss) / income

52,239

(7,114)

(6,653)

Reorganization costs

2,407

1,620

Excess / (deficit) of revenue over exps

$

$

(8,562) $

(8,273)

QAF Normalization
QAF V net benefit by month
QAF VI net benefit by month
Back out Net QAF recorded
Net QAF Normalization

7,026
(56,014)
$ (48,988) $

7,026
(2,448)
4,579 $

6,634
6,634

EBIDA Adjustments
Add back:
Corp allocations
Depreciation and amortization
Interest, net
Reorganization costs
Normalized EBIDA

49,833

1,448

4,530
679
317
2,407
$

8,778

3,579
701
318
1,448
$

May to July 2019 Normalized EBIDA, Annualized
Closing date: 9-1-20
July EBITDA
June EBITDA
May EBITDA
Total 3-months
Annualized = Baseline EBITDA
HYPOTHETICAL EXAMPLE
July EBITDA
June EBITDA
May EBITDA
Total 3-months
Annualized = MAC Calculation EBITDA
Variance to Baseline
MAC Hurdle
QAF V Payments to Purchaser

2019
5,496
2,063
8,778
$ 16,337
$ 65,348
$

$

$
$
$
$
$

A

2020
1,000
1,000
2,000
8,000 B
(57,348) B-A
(50,000)
7,348

2,063

4,531
667
317
1,620
$

5,496

$

65,348

Department of Public Health –
Mammography X-Ray Equipment and
Facility 3 Dimension
Department of Public Health - Medical
Waste Generator Small Quantity
Department of Public Health - Medical
Waste Large Quantity Management
Program
Hospital License
Tissue Bank License - FLC
Tissue Bank License - Hospital OR
Department of Transportation Division
Aeronautics - Heliport(TLOF) Permit
DEA Controlled Substance Registration
Institute for Medical Quality – Continuing
Medical Education Certificate
South Coast Air Quality Management
District - Rule 2202-On Road Motor
Vehicle Mitigation Options
Conveyance Permit

20669

8/4/2022

SQG37254

4/16/2020

No. 289

11/16/2020

930000157
CTB 00080570
CTB 00080568
LA-179(H)

12/31/2020
12/12/2020
12/12/2020

BS7805609
N/A

2/28/2023
12/31/2021

14924

7/15/2020

107436

2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/21/2020
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,

Conveyance Permit

107437

Conveyance Permit

107438

Conveyance Permit
Conveyance Permit

113252
113372

Conveyance Permit

113373
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Conveyance Permit
Conveyance Permit

113374
113375

Conveyance Permit

113401

Conveyance Permit

121533

Conveyance Permit

121535

Conveyance Permit

121557

Conveyance Permit

36304

Conveyance Permit

36305
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inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/21/2020
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/202
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.

Conveyance Permit

90171

Conveyance Permit

99368

Conveyance Permit

99562

Conveyance Permit

99563

Conveyance Permit

99564

Conveyance Permit

99565

Radioactive Material License
The College of America Pathologists
Laboratory Certification
The Joint Commission - Hospital
Accreditation Program
The Joint Commission - Primary Stroke
Federal Communications Commission
Private Radio Licenses

0488-19
2273801

New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/28/2024
8/22/2021

9953

10/27/2021

9953
KUX246

6/21/2020
2/9/2024

US_Active\114483166\V-7

525
539
550

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

556

St. Francis
Medical Center

557

St. Francis
Medical Center

625

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

631
647
670
830
838
871
896
906

907

St. Francis
Medical Center

919

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

920
992
993
994

St. Francis
Medical Center

995

St. Francis
Medical Center
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HARDY DIAGNOSTICS

MANUAL MICROBIOLOGY

12/31/2019

$7,043.31

HELMER SCIENTIFIC

GENERAL LABORATORY
PRODUCTS
LEASE-AS TENANT

3/31/2021

$131.75

4/30/2019

$0.00

LEASE-AS TENANT

4/30/2019

LEASE-AS TENANT

4/30/2019

HISTOLOGY AND
CYTOLOGY
PERFUSION PRODUCTS

3/31/2021

$445.41

1/31/2021

$2,075.00

Maintex Inc

HOUSEKEEPING SUPPLIES

12/31/2019

$2,500.00

MEDCOMP

DIALYSIS PRODUCTS

10/31/2020

$4,623.00

MERCEDES MEDICAL
INC
MICROTEK MEDICAL
(ECOLAB)
NEUROSTRUCTURES INC

HISTOLOGY AND
CYTOLOGY
OR EQUIPMENT DRAPES

1/31/2021

$910.00

3/31/2019

$21,008.98

SPINAL IMPLANTS AND
PRODUCTS
RAPID DIAGNOSTIC TEST
KITS
LEASE-AS LANDLORD

6/22/2019

$3,307.50

10/31/2021

$7,270.80

LEASE-AS LANDLORD

12/31/2047

DIR PRODUCTS

1/31/2020

NEUROVASCULAR INT
RADIOLOGY
ARTHROSCOPY SUPPLIES

8/31/2020

HOPEVALE PROPERTIES
LP (RELIABLE
PROPERTIES) FKA
CHUNG SUK PU FKA WIN
PROPERTY
MANAGEMENT
HUFFBURT PROPERTY
LLC (FKA JAMES H.
DEWALD TRUST)
HUFFBURT PROPERTY
LLC (FKA JAMES H.
DEWALD TRUST)
LEICA MICROSYSTEMS
INC
LIVANOVA USA INC

ORASURE
TECHNOLOGIES INC
PACIFIC MEDICAL
BUILDINGS L.P. (ST.
FRANCIS LYNWOOD
MEDICAL PLAZA, LLC)
PACIFIC MEDICAL
BUILDINGS L.P. (ST.
FRANCIS LYNWOOD
MEDICAL PLAZA, LLC)
PENUMBRA INC

$0.00

12/31/2047
$0.00

$7,985.48
PENUMBRA INC
SMITH & NEPHEW INC
ENDOSCOPY DIV
SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV
SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV
SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV

5

4/30/2019

SKIN INTEGRITY: WOUND
CARE

3/31/2020

SKIN INTEGRITY: SKIN
CLENSER

3/31/2020

SURGICAL WOUND
DEBRIDEMENT

5/31/2020

$223,752.45

996
997
998
999
1000
1001
1002
1003
1004
1005
1018
1019
1021
1022
1059
1060
1129

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
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SMITH & NEPHEW
ORTHOPEDIC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
ST JUDE MEDICAL
ST JUDE MEDICAL
ST. FRANCIS LYNWOOD
MEDICAL PLAZA, LLC
St. Francis Multispecialty
Clinic
STRYKER ORTHOPEDICS
STRYKER ORTHOPEDICS
Verity Medical Foundation

6

ORTHO TOTAL JOINT
IMPLANTS
ARTERIAL BLOOD GAS
KITS
SAFETY HUBER NEEDLES

9/30/2019

INFUSION DEVICES

1/31/2020

PULSE OXIMETRY AND
CAPNOGRAPHY
SAFETY HYPODERMIC
PRODUCTS
SAFETY IV CATHETERS

4/30/2021

TRACHEOSTOMY TUBES

9/30/2021

TEMPERATURE
MONITORING PRODUCTS
REGIONAL ANESTHESIA
TRAYS
DIC PRODUCTS

12/31/2018

CARDIAC RHYTHEM
MANAGEMENT
LEASE-AS TENANT

11/14/2020
12/31/2021

$97,282.52

SUBLEASE AGREEMENT

1/31/2018

$0.00

ORTHOPEDIC TOTAL
JOINT PRODUCTS
GENERAL ORTHO
TRAUMA PRODUCTS
SUBLEASE AGREEMENT

5/31/2020

11/30/2020
2/28/2021

9/30/2019

$6,818.23

9/30/2019

1/31/2019
6/30/2019

10/31/2019
12/31/2020

$567.79

$398,744.58
$7,700.00

561

V Hold.

Yamamoto,
Kenneth MD

Lease-as Landlord

5/31/2019

$0.00

$0.00

$0.00

Added

V Hold.

House Ear
Institute

Tenant Lease

2/28/2021

$0.00

$0.00

$0.00

Added

V Hold.

Rolando
Mercader, M.D.

Tenant Lease

7/31/2020

$0.00

$0.00

$0.00

Added

V Hold.

Diane Clark

Tenant Lease

Monthly

$0.00

$0.00

$0.00

Added

V Hold.

Gregory Slack

Tenant Lease

Monthly

$0.00

$0.00

$0.00

Added

V Hold.

Marco Monteon

Tenant Lease

Monthly

$0.00

$0.00

$0.00
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8

Schedule 1.7(I) - Permitted Exceptions
None.
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9

Schedule 1.8(bb) - Other Excluded Assets
None.
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10

Schedule 1.9(i) - Other Obligations
None.

US_Active\114483166\V-7

11

Schedule 2.4 – Seller’s Knowledge of Breach or Default
None.
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12

Schedule 2.5 - Brokers and Finders (Sellers)
Cain Brothers, a division of KeyBanc Capital Markets.
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13

Schedule 2.7 - Compliance (Sellers)
See Confidential Side Disclosure Letter, dated of even date herewith.
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14

Schedule 2.8 - Required Consents (Sellers)
None, other than those consents required under §365 of the Bankruptcy Code.
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15

Schedule 2.9(b) - Environmental Matters (Sellers)
Underground storage tank non-compliance notice issued by Los Angeles Department of Water
and Power (LADWP) in September 2016 to Saint Francis Medical Center. Seller removed tank
per closure permit issued to Saint Francis Medical Center by LADWP. There was no soil
contamination or clean up necessary.
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16

Schedule 2.11 - Missing Material Licenses (Sellers)
SFMC timely submitted the laboratory license for renewal and has received confirmation that
CDPH Laboratory Field Services has received the renewal, is processing it, and the hospital may
continue testing without penalty.
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17

Ponce, Diana
Balderas-St. Pierre,
Luz
Balderas-St. Pierre,
Luz
Monteon, Marco
Padilla, Rebecca
Werner, Wendie
Monteon, Angie
Gardea, Richard
Casey, Rochelle
Bombay, Maura
Anaya, Gloria
Jones, Lisa
Herrera, Martha
Gardea, Richard
Silva, Marcelina
Silva, Marcelina
Anaya, Gloria
Lee, Belinda
Mendez, Maria
Quiñonez, Maria
Hernandez, Lorena
Reed, Charotta
Wang, Xiaoling
Ganzon, Nancy
Martinez, Marina C
Mendez, Maria
Infante, Elida
Harris, Gloria
Wills, Ora
McCoy, Virginia
Maravilla, Fernando
Sears, Andrea
Giannelli, Michelle
Jornacion, Wilfredo
Martirosyan, Alik
Epps, Cleveland
Plaza, Caroline
Elizalde Maria
Harris, Stanley
Espinoza, Ramon
Harris, Stanley
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10/19/2015
10/17/2015
11/18/2016
9/20/2016
1/25/2009
10/17/2010
9/5/2012
4/26/2004
11/7/2015
9/16/2006
3/21/2009
1/6/2004
1/31/2012
5/8/2014
1/14/2015
4/6/2016
8/14/2009
1/13/2015
4/20/2015
7/10/2015
4/8/2013
2/18/2010
1/11/2012
3/20/2012
2/6/2015
2/8/2016
5/14/2006
7/27/1984
8/17/1989
1/24/2017
2/15/2017
2/28/2017
3/2/2017
5/18/2017
6/6/2017
6/23/2017
6/27/2017
6/27/2017
11/22/2017
10/10/2017
5/15/2018
21

ADJ12088746
ADJ7620832
ADJ9223401
ADJ11072161
ADJ11332260
ADJ5815856
ADJ7228730
ADJ772382
ADJ8485301
ADJ11073773

ADJ7228730
ADJ12991056
ADJ12209*530
ADJ8942433
ADJ7309641
ADJ8180221
ADJ8391108
ADJ11955687
ADJ12209530
ADJ4439918
ADJ1323480
ADJ2755470
ADJ10802194
ADJ10772424

ADJ12475946
ADJ11035557
ADJ12089432
ADJ11186591
ADJ11498006
ADJ11498006

Diaz, Gabriela
Malone, Veronica
Medal, Sonia
Gardea, Richard
Torres-Olivares, Maria
Dacio, Joicelyne
Roots Chandra
King, LaVonda
Monteon Marco
Zavala, Mayra
Jones, Leatrice
Casey, Rochelle
Ramirez, Teresita
Smith, Rita
Meza, Maria
Scrubb, Jacqueline
Chavez, Sandra
Boub, Theodore
Armstrong, Gary
Rodriguez, Isaac
Ricketts, Chanel
Cariaso, Sylvester
Monteon, Marco Jr
Duffy, Earl
Jadraque-Olmos, Anna
Dominguez, Cassidy
Williams, Linda
Hill, Larry
Palomares, Reyna
Pham, Patty
Duran, Monica
Giannelli, Michelle
Santos, Grace Mary
Morales Silva, Angelita
Morales Silva, Anqelita
Duronslet, Devine
Alonza, Kathryn
Malone, Veronica
Partida, Aurelio
Washington, Shirlee
Plaza, Caroline
Harris, Stanley
Yepez, Consuelo
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6/9/2018
12/21/2017
1/9/2018
6/30/2016
1/11/2018
12/31/2017
1/26/2018
2/1/2018
2/8/2018
2/28/2018
4/5/2018
7/18/2018
8/22/2018
10/1/2018
10/4/2018
11/16/2018
12/4/2018
2/13/2018
2/1/2019
2/27/2019
3/9/2019
7/3/2014
2/25/2019
5/23/2019
6/10/2019
5/21/2019
7/15/2019
5/17/2019
7/31/2019
7/26/2019
8/2/2019
8/27/2019
9/6/2019
8/14/2019
8/21/2019
9/21/2019
9/20/2019
4/19/2019
10/1/2019
10/6/2019
5/30/2019
11/8/2019
11/12/2019
22

ADJ12557870
ADJ11664975
ADJ11072161
ADJ11799845
ADJ12964974
ADJ12088798

ADJ11395500

ADJ11906361

ADJ11965517
ADJ2488567
ADJ2050556
ADJ12129607
ADJ12092140
ADJ1271881
ADJ12411106

ADJ12566853
ADJ12795212

ADJ12504328
ADJ2505618

ADJ12557869
ADJ12640087
ADJ12748038
ADJ12983668

Schedule 2.19 - List of Excluded Individuals (Sellers)
None.
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24

Schedule 3.4 - No Violation (Purchaser)
None.
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25

Schedule 3.7 - Legal Proceedings (Purchaser)
None.
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Schedule 5.3 - Hospital Employees
See attached folder “Schedule 5.3 Hospital Employees”
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Title 11, California Code of Regulations,§ 999.5(d)(l)(B)
Exhibit 2

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

Case 2:18-bk-20151-ER

Doc 4511 Filed 04/09/20 Entered 04/09/20 15:47:33
Main Document Page 2 of 24

Desc

1

This matter came before the Court on the Debtors’ Notice of Motion and Motion for the

2

Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2) Approving Auction

3

and Sale Format and Bidding Procedures; (3) Approving Process for Discretionary Selection of

4

Stalking Horse Bidder and Bid Protections; (4) Approving Form of Notice to be Provided to

5

Interested Parties; (5) Scheduling a Court Hearing to Consider Approval of the Sale to the Highest

6

and Best Bidder; and (6) Approving Procedures Related to the Assumption of Certain Executory

7

Contracts and Unexpired Leases; and (II) An Order Authorizing the Sale of Property Free and

8

Clear of All Claims Liens and Encumbrances [Docket No. 4069] (the “Motion”), filed by Verity

9

Health System of California, Inc. (“VHS”), and the above-referenced affiliated debtors and debtors

10

in possession in the above-captioned chapter 11 bankruptcy cases (the “Debtors”), for the entry of

11

an order, pursuant to §§ 105(a), 363, and 365 of title 11 of the United States Code (the “Bankruptcy

12

Code”), Rules 2002, 6004, 6006, 9007, and 9014, and LBR 6004-1.1 This Sale Order relates to the

13

sale of certain assets used in the operation of the general acute care hospital known as “St. Francis

14

Medical Center,” which are owned, as applicable, by St. Francis Medical Center, a California

15

nonprofit public benefit corporation (“SFMC”), VHS, and Verity Holdings LLC, a California

16

limited liability company (“Holdings”).

17

At the previous hearing on the Motion on February 26, 2020 (the “Bidding Procedures

18

Hearing”), the Court granted the Motion [Docket No. 4165] (the “Bidding Procedures Order”).

19

Any objections that were filed and overruled at the Bidding Procedures Hearing are not listed

20

herein.

21

The Court, having reviewed the Memorandum [Docket No. 4471], the Declarations of

22

Richard Adcock [Docket Nos. 8, 4132, 4471], James Moloney [Docket Nos. 4132 and 4471], and

23

A. Joel Richlin [Docket No. 4471] in support thereof, the Notice To Counterparties To Executory

24

Contracts And Unexpired Leases Of The Debtors That May Be Assumed And Assigned [Docket No.

25

4267] (the “Cure Notice”), the Notice of Sale Procedures, Auction Date, and Sale Hearing [Docket

26
27
28

Unless specified otherwise, all chapter and section references are to the Bankruptcy Code, 11
U.S.C. §§ 101-1532, all “Rule” references are to the Federal Rules of Bankruptcy Procedure, and
all “LBR” references are to the Local Bankruptcy Rules for the United States Bankruptcy Court for
the Central District of California.
1
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DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

Case 2:18-bk-20151-ER

Doc 4511 Filed 04/09/20 Entered 04/09/20 15:47:33
Main Document Page 3 of 24

Desc

1

No. 4167] (the “Auction Notice”), the objections filed by various counterparties to certain

2

executory contracts and unexpired leases [Docket Nos. 4354, 4366, 4371, 4391, 4392, 4403, 4405,

3

4406, 4407, 4408, 4409, 4414, 4415, 4416, 4418, 4419, 4420, 4421, 4422, 4423, 4424, 4425, 4426,

4

4427, 4443] (the “Cure Objections”), the SEIU-UHW’s Objection and Reservation of Rights to

5

Debtors’ Motion for Sale of St. Francis Medical Center [Docket No. 4495] (the “SEIU-UHW

6

Objection”), the Objection and Reservation of Rights by United Nurses Associations of California,

7

to Debtors’ Motion [Dkt. 4069] and Memorandum [Dkt. 4471] in Support of Entry of an Order

8

Authorizing the Sale of Saint Francis Medical Center and Related Assets [Docket No. 4498] (the

9

“UNAC Objection”), Hooper Healthcare Consulting, LLC’s Limited Response to Sale Motion

10

[Dkt. No. 4069], and Reservation of Rights [Docket No. 4463] (the “Hooper Reservation”), and

11

any objections set forth on the record at the Sale Hearing, and any withdrawals thereof, the

12

statements, arguments and representations of the parties made at the Sale Hearing; and the entire

13

record of these cases; and the Court, having determined that the relief sought in the Motion is in

14

the best interests of the Debtors, their estates, their creditors, and that the legal and factual bases set

15

forth in the Motion and presented at the Sale Hearing establish just cause for the relief granted

16

herein and for the reasons set forth in the Court’s tentative ruling issued on April 9, 2020, which

17

the Court adopts as its final ruling and which is incorporated herein by reference [Docket No. 4507];

18

and all objections to the Motion, if any, having been withdrawn, continued or overruled; and after

19

due deliberation and sufficient good cause appearing therefor:

20

THE COURT HEREBY FINDS AND CONCLUDES THAT:2

21

A.

Jurisdiction and Venue. This Court has jurisdiction to hear and determine the

22

Motion pursuant to 28 U.S.C. §§ 157 and 1334. This matter relates to the administration of the

23

Debtors’ bankruptcy estates and is accordingly a core proceeding pursuant to 28 U.S.C. § 157(b)

24
25
26
27
28

The findings and conclusions set forth herein constitute the Court’s findings of fact and
conclusions of law pursuant to Rule 7052, made applicable to this proceeding pursuant to Rule
9014. To the extent that any of the following findings of fact constitute conclusions of law, they
are adopted as such. To the extent that any of the following conclusions of law constitute findings
of fact, they are adopted as such.
2
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(2) (A), (M), (N) and (O). Venue of these cases is proper in this District and in this Court pursuant

2

to 28 U.S.C. §§ 1408 and 1409.

3

B.

Statutory Predicates. The statutory predicates for the relief requested in the Motion

4

are (i) §§ 105(a), 363(b), (f), (k), (l) and (m), and 365, (ii) Rules 2002(a)(2), 2002(c)(1) and (d),

5

6004 (a), (b), (c), (e), (f) and (h), 6006(a), (c) and (d), 9006, 9007, 9013 and 9014, and (iii) LBR

6

6004-1 and 9013-1.

7
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C.

Notice. As evidenced by the affidavits of service previously filed with the Court,

8

the Debtors have provided proper, timely, adequate and sufficient notice with respect to the

9

following: (i) the Motion and the relief sought therein, including the entry of this Sale Order and

10

the transfer and sale of the assets (the “Purchased Assets”), as set forth in the Asset Purchase

11

Agreement, dated April 3, 2020, a copy of which is attached as Exhibit “B” to Docket No. 4471

12

(the “APA”); (ii) the Sale Hearing; (iii) the Auction Notice; and (iv) the assumption and assignment

13

of the executory contracts and unexpired leases and proposed cure amounts owing under such

14

executory contracts and unexpired leases (the “Cure Amounts”); and no further notice of the

15

Motion, the relief requested therein or the Sale Hearing is required. The Debtors have also

16

complied with all obligations to provide notice of the Auction, the Sale Hearing, the proposed sale

17

and otherwise, as required by the Bidding Procedures Order. A reasonable opportunity to object

18

and to be heard regarding the relief provided herein has been afforded to parties-in-interest.

19

D.

Title in the Purchased Assets. The Purchased Assets constitute property of the

20

Debtors’ estates and title thereto is vested in the Debtors’ estates within the meaning of § 541(a).

21

The Debtors are the sole and lawful owner of the Purchased Assets.

22

E.

Arm’s Length Transaction. The APA and other documents and instruments (the

23

“Transaction Documents”) related to and connected with this transaction (the “Transaction”) and

24

the consummation thereof were negotiated and entered into by the Debtors and Prime Healthcare

25

Services, Inc. (“Prime”), as Purchaser under the APA without collusion, in good faith and through

26

an arm’s length bargaining process. Neither Prime nor any of its affiliates or representatives is an

27

“insider” of the Debtors, as that term is defined in § 101(31). None of the Debtors, Prime, or their

28

respective representatives engaged in any conduct that would cause or permit the APA, any of the
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other Transaction Documents or the Transaction to be avoided under § 363(n), or have acted in any

2

improper or collusive manner. The terms and conditions of the APA and the other Transaction

3

Documents, including, without limitation, the consideration provided in respect thereof, are fair

4

and reasonable, and are not avoidable and shall not be avoided, and no damages may be assessed

5

against Prime or any other party as set forth in § 363(n). The consideration provided by Prime is

6

fair, adequate and constitutes reasonably equivalent value and fair consideration under the

7

Bankruptcy Code and any other applicable laws of the United States or any of its jurisdictions or

8

subdivisions, including the State of California.

9
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F.

Good Faith Purchaser. Prime has proceeded in good faith and without collusion in

10

all respects in connection with the sale process, in that: (i) Prime, in proposing and proceeding with

11

the Transaction in accordance with the APA, recognized that the Debtors were free to deal with

12

other interested parties; (ii) Prime agreed to provisions in the APA that would enable the Debtors

13

to accept a higher and better offer; (iii) Prime complied with all of the provisions in the Bidding

14

Procedures Order applicable to Prime; (iv) all payments to be made by Prime and other agreements

15

entered into or to be entered into between Prime and the Debtors in connection with the Transaction

16

have been disclosed; (v) the negotiation and execution of the APA and related Transaction

17

Documents were conducted in good faith and constituted an arm’s length transaction; (vi) Prime

18

did not induce or cause the chapter 11 filings by the Debtors; and (vii) the APA was not entered

19

into, and the Transaction being consummated pursuant to and in accordance with the APA is not

20

being consummated, for the purpose of hindering, delaying or defrauding creditors of the Debtors.

21

Prime is therefore entitled to all of the benefits and protections provided to a good-faith purchaser

22

under § 363(m) and any other applicable bankruptcy or non-bankruptcy law with respect to the sale

23

and assignment of the Purchased Assets and Assumed Contracts that Prime is acquiring pursuant

24

to the APA and the other terms thereof. Accordingly, the reversal or modification on appeal of the

25

authorization provided herein to consummate the Transaction shall not affect the validity of the

26

Transaction, any terms or conditions of the Transaction or Prime’s status as a “good faith”

27

purchaser.

28
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Justification for Relief. Good and sufficient reasons for approval of the APA and

2

the other Transaction Documents and the Transaction have been articulated to this Court in the

3

Motion and at the Sale Hearing, and the relief requested in the Motion and set forth in this Sale

4

Order is in the best interests of the Debtors, their estates, and their creditors. The Debtors have

5

demonstrated through the Motion and other evidence submitted at the Sale Hearing both (i) good,

6

sufficient and sound business purpose and justification and (ii) compelling circumstances for the

7

transfer and sale of the Purchased Assets as provided in the APA outside the ordinary course of

8

business, and (iii) such transfer and sale pursuant to the terms of the APA and this Order is an

9

appropriate exercise of the Debtors’ business judgment and in the best interests of the Debtors, their

10
11

estates, and their creditors.
H.

Free and Clear. In accordance with §§ 363(b) and 363(f), the consummation of the

12

Transaction pursuant to the Transaction Documents shall be a legal, valid, and effective transfer

13

and sale of the Purchased Assets and shall vest in Prime, through the consummation of the

14

Transaction, all of the Debtors’ right, title, and interest in and to the Purchased Assets, free and

15

clear of all liens, claims, interests, rights of setoff, recoupment, netting and deductions, rights of

16

first offer, first refusal and any other similar contractual property, legal or equitable rights, and any

17

successor or successor-in-interest liability theories (collectively, the “Encumbrances”). The

18

Debtors have demonstrated that one or more of the standards set forth in § 363(f)(1)-(5) have been

19

satisfied. Those holders of Encumbrances who did not object, or who withdrew their objections, to

20

the sale or the Motion are deemed to have consented pursuant to § 363(f)(2). Those holders of

21

Encumbrances who did object fall within one or more of the other subsections of § 363(f). All

22

holders of the Encumbrances in the Purchased Assets are adequately protected by having their

23

respective Encumbrances attach to the Debtors’ interests in the proceeds of the sale of the Purchased

24

Assets under the APA (subject to any Challenge within the meaning of that certain Final Order (I)

25

Authorizing Postpetition Financing, (II) Authorizing Use of Cash Collateral, (III) Granting Liens

26

and Providing Superpriority Administrative Expense Status, (IV) Granting Adequate Protection,

27

(V) Modifying Automatic Stay, and (VI) Granting Related Relief [Docket No. 409] (the “Final DIP

28

Order”) that has been, or may be, timely filed), and any related documents or instruments delivered
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in connection therewith, whenever and wherever received (the “Sale Proceeds”) to the extent and

2

manner provided herein, including, without limitation, in paragraphs 6, 7 and 16 hereunder. The

3

outcome of any Challenge (as defined in the Final DIP Order) does not affect the findings in this

4

paragraph as it relates to Purchaser.

5
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I.

Prompt Consummation. The Debtors have demonstrated good and sufficient cause

6

to waive the stay requirement under Rules 6004(h) and 6006(d). Time is of the essence in

7

consummating the Transaction, and it is in the best interests of the Debtors and their estates to

8

consummate the Transaction within the timeline set forth in the Motion and the APA. The Court

9

finds that there is no just reason for delay in the implementation of this Order, and expressly directs

10
11

entry of judgment as set forth in this Order.
J.

Assumption of Executory Contracts and Unexpired Leases. The Debtors have

12

demonstrated that it is an exercise of their sound business judgment to assume and assign to Prime

13

the “Assigned Contracts” (as that term is defined in the APA), subject to Prime’s right to designate

14

any Assigned Contracts as “Rejected Contracts” (as that term is defined in the APA) pursuant to

15

the APA, in connection with the consummation of the Transaction, and the assumption and

16

assignment of the Assigned Contracts is in the best interests of the Debtors and their estates.

17

K.

Cure/Adequate Assurance. In connection with the Closing, and pursuant to the APA,

18

unless otherwise ordered, any and all defaults existing on or prior to the Closing under any of the

19

Assigned Contracts will have been cured, within the meaning of § 365(b)(1)(A), by payment of the

20

amounts (the “Cure Amounts”) and in the manner set forth below, unless otherwise agreed by Prime

21

and the counterparty (each a “Counterparty”) or as ordered by the Court. Prime has provided

22

adequate assurance of future performance of and under the Assigned Contracts within the meaning

23

of § 365(b)(1)(C) and § 365(f)(2)(B), and shall have no further obligation to provide assurance of

24

performance to any Counterparty to an Assigned Contract. Pursuant to § 365(f), the Assigned

25

Contracts to be assumed by the Debtors (i.e., SFMC, VHS, and Holdings), and assigned to Prime

26

under the APA shall be assigned and transferred to, and remain in full force and effect for the

27

benefit of Prime, notwithstanding any provision in such Assigned Contracts prohibiting their

28

assignment or transfer. The Debtors have demonstrated that no other parties to any of the Assigned
-7US_Active\114214804\V-1

Case 2:18-bk-20151-ER

Desc

1

Contracts has incurred any actual pecuniary loss resulting from a default on or prior to the Closing

2

under any of the Assigned Contracts within the meaning of § 365(b)(1)(B).

3

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

Doc 4511 Filed 04/09/20 Entered 04/09/20 15:47:33
Main Document Page 8 of 24

L.

Rejection of Executory Contracts and Unexpired Leases. The Debtors will have

4

demonstrated that it is a reasonable and appropriate exercise of their sound business judgment for

5

SFMC to reject all of its executory contracts and unexpired leases, excluding (i) Assigned

6

Contracts, (ii) any prepetition multiparty contract affecting more than one Debtor in addition to

7

SFMC, (iii) any prepetition contract that is the subject of a Rule 9019 settlement motion prior to

8

Closing, and (vi) any collective bargaining agreement (a “CBA”), pension plan or health and

9

welfare plan providing collectively bargained benefits to which SFMC is a party or sponsor. The

10

Debtors shall file an appropriate motion to reject the contracts, covered by this paragraph K, prior

11

to Closing and shall request therein that the rejection be effective as of the Closing or as otherwise

12

appropriate.

13

M.

Highest and Best Offer. The Debtors solicited offers and noticed the Auction in

14

accordance with the provisions of the Bidding Procedures Order. The Auction was duly noticed,

15

the sale process was conducted in a non-collusive manner and the Debtors afforded a full, fair and

16

reasonable opportunity for any person or entity to make a higher and better offer to purchase the

17

Purchased Assets. Commencing on January 3, 2020, the Debtors contacted all parties that had

18

executed a nondisclosure agreements (an “NDA”) in connection with the Debtors’ previous efforts

19

to market St. Francis and, following the receipt of executed NDAs, granted fifty three (53) parties

20

access to a secured diligence data site and received seven written indications of interest for the

21

potential acquisition of St. Francis by January 31, 2020. Other than Prime’s Bid, the Debtors

22

received no other Qualified Bids by the Bid Deadline (as such terms are defined by the Bidding

23

Procedures Order). The Debtors properly consulted with the Consultation Parties in selecting

24

Prime’s Bid as the highest and best bid pursuant to the Bidding Procedures Order. The transfer and

25

sale of the Purchased Assets to Prime on the terms set forth in the APA constitutes the highest and

26

best offer for the Purchased Assets and will provide a greater recovery for the Debtors’ estates than

27

would be provided by any other available alternative. The Debtors’ determination, in consultation

28
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1

with the Consultation Parties (as defined in the Bidding Procedure Order), that the APA constitutes

2

the Winning Bid, constitutes a valid and sound exercise of the Debtors’ business judgment.

3

N.

No De Facto or Sub Rosa Plan of Reorganization. The sale of the Purchased Assets

4

does not constitute a de facto or sub rosa plan of reorganization or liquidation because it does not

5

propose to (i) impair or restructure existing debt of, or equity or membership interests in, the

6

Debtors, (ii) impair or circumvent voting rights with respect to any plan proposed by the Debtors,

7

(iii) circumvent chapter 11 safeguards, including those set forth in §§ 1125 and 1129, or (iv) classify

8

claims or equity or membership interests.

9
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O.

Legal and Factual Bases. The legal and factual bases set forth in the Motion and at

10

the Sale Hearing establish just cause for the relief granted herein.

11

NOW THEREFORE, IT IS HEREBY ORDERED THAT:

12
13
14

1.

The relief requested in the Motion is GRANTED and APPROVED in all respects to

the extent provided herein.
2.

The UNAC Objection is overruled as premature.

The Hooper reservation is

15

preserved for adjudication at the hearing scheduled before this Court on April 29, 2020, at 10:00

16

a.m. All other objections with regard to the relief sought in the Motion that have not been

17

withdrawn, waived, settled, or provided for herein or in the Bidding Procedures Order, including

18

any reservation of rights included in such objections, are overruled on the merits with prejudice,

19

including, without limitation, the SEIU-UHW Objection. To the extent of any inconsistency

20

between this Sale Order and the Bidding Procedures Order, the terms of this Sale Order shall

21

prevail.

22

3.

Notice of the Sale Motion, and the assumption and assignment of the Assumed

23

Contracts (including proposed Cure Amounts related thereto), the Auction, the Sale Hearing and

24

the Sale was fair and equitable under the circumstances and complied in all respects with the

25

Bidding Procedures, §§ 102(1), 363, and 365, and Rules 2002, 6004, 6006, 9006, and 9007.

26

4.

Pursuant to §§ 105(a), 363(b), 363(f), and 365, the Transaction, including the

27

transfer and sale of the Purchased Assets to Prime on the terms set forth in the APA, is approved

28

in all respects, and the Debtors are authorized and directed to consummate the Transaction in
-9US_Active\114214804\V-1
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1

accordance with the APA, including, without limitation, by executing all of the Transaction

2

Documents (and any ancillary documents or instruments that may be reasonably necessary or

3

desirable to implement the APA or the Transaction) and taking all actions necessary and appropriate

4

to effectuate and consummate the Transaction (including the transfer and sale of the Purchased

5

Assets) in consideration of the Purchase Price (as defined in § 1.1 of the APA) upon the terms set

6

forth in the APA, including, without limitation, assuming and assigning to Prime the Assigned

7

Contracts. The Debtors and Prime shall have the right to make any mutually agreeable, non-material

8

changes to the APA, which shall be in writing signed by both parties, without further order of the

9

Court provided, that after reasonable notice, the Official Committee of Unsecured Creditors (the

10

“Committee”) and the Prepetition Secured Creditors (as defined in the Final DIP Order) do not

11

object to such changes. Any timely objection by the aforementioned parties to any agreed non-

12

material changes to the APA may be resolved by the Court on shortened notice.

13

5.

As of the Closing, (i) the Transaction set forth in the APA shall effect a legal, valid,

14

enforceable and effective transfer and sale of the Purchased Assets to Prime free and clear of all

15

Encumbrances as further set forth in the APA and this Sale Order; and (ii) the APA, and the other

16

Transaction Documents, and the Transaction, shall be enforceable against and binding upon, and

17

not subject to rejection or avoidance by, the Debtors, any successor thereto including a trustee or

18

estate representative appointed in the Bankruptcy Cases, the Debtors’ estates, all holders of any

19

Claim(s) (as defined in the Bankruptcy Code) against the Debtors, whether known or unknown,

20

any holders of Encumbrances on all or any portion of the Purchased Assets, all Counterparties to

21

the Assigned Contracts and all other persons and entities.

22

6.

Encumbrances in and to Purchased Assets shall attach (subject to any Challenge

23

within the meaning of the Final DIP Order that has been, or may be, timely filed) to the Sale

24

Proceeds of such Purchased Assets with each such Encumbrance having the same force, extent,

25

effect, validity and priority as such Encumbrance had on the Purchased Assets giving rise to the

26

Sale Proceeds immediately prior to the Closing. For the avoidance of doubt, the foregoing force,

27

extent, effect, validity and priority of such Encumbrances of the Prepetition Secured Creditors that

28

attach to the Sale Proceeds shall: (i) reflect and include, without limitation, the security interests,
- 10 US_Active\114214804\V-1
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1

liens (including any Prepetition Replacement Liens arising for diminution of value, if any) and

2

rights, powers and authorities that have been granted to the Prepetition Secured Creditors, as

3

applicable, pursuant to the Financing Orders,3 subject to (x) the results of the appeal from the Final

4

DIP Order filed by the Committee on November 29, 2019 challenging the rights granted to the

5

Prepetition Secured Creditors pursuant to the Final DIP Order with respect to Sections 506(c) and

6

552(b); and/or (ii) the results of any Challenge within the meaning of the Final DIP Order that has

7

been, or may be, timely filed. In addition, the Intercreditor Agreement (as defined in the Final DIP

8

Order) and the Final DIP Order shall apply with respect to the rights of the parties thereto in and to

9

the Sale Proceeds and the Escrow Deposit Accounts, to the extent of and in accordance with its

10

terms with all parties reserving all rights thereunder. Each of the Prepetition Secured Creditors

11

opposes all existing Challenges and the appeal brought by the Committee, and nothing contained

12

herein shall constitute an express or implicit admission by any of the Prepetition Secured Creditors

13

in connection therewith, or shall be deemed to be a waiver of any rights in respect thereof. The

14

outcome of any such Challenge does not affect the Transaction in any respect.

15

7.

The Accounts Receivable shall be transferred from Debtors to Prime free and clear

16

of all Encumbrances as further set forth in the APA and this Sale Order, subject only to the A/R

17

Accounting set forth in the APA. Subject to the fulfillment of the terms and conditions of the APA,

18

this Sale Order shall, as of the Closing, be considered and constitute for all purposes a full and

19

complete general assignment, conveyance, and transfer of the Purchased Assets and/or a bill of sale

20

transferring all of the Debtors’ rights, title and interest in and to the Purchased Assets to Prime free

21
22
23
24
25
26
27
28

3

The “Financing Orders” refer, collectively, to (i) the Final DIP Order; (ii) the Final Order (A)
Authorizing Continued Use of Cash Collateral, (B) Granting Adequate Protection, (C) Modifying
the Automatic Stay, and (D) Granting Related Relief [Docket No. 3022]; (iii) the Final Order
Approving Stipulation Between the Prepetition Secured Creditors and the Debtors to (A) Amend
Cash Collateral Order, Authorize Continued Use of Cash Collateral, Grant Adequate Protection,
(D) Modify Automatic Stay, and (E) Grant Related Relief [Docket No. 3883]; (iv) the Final Order
Approving Stipulation to (A) Amend the First Amended Supplemental Cash Collateral Order,
Authorize Continued Use of Cash Collateral, Grant Adequate Protection, (D) Modify Automatic
Stay, and (E) Grant Related Relief [Docket No. 4028]; and (v) the Final Order Approving
Stipulation to (A) Amend the Second Amended Supplemental Cash Collateral Order, Authorize
Continued Use of Cash Collateral, Grant Adequate Protection, (D) Modify Automatic Stay, and
(E) Grant Related Relief [Docket No. 4187].
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and clear of the Encumbrances. Consistent with, but not in limitation of the foregoing, each and

2

every federal, state, and local governmental agency or department, except as stated herein, is hereby

3

authorized and directed to accept all documents and instruments necessary and appropriate to

4

consummate the transactions contemplated by the APA and approved in this Sale Order. A certified

5

copy of this Order may be filed with the appropriate clerk and/or recorded with the appropriate

6

recorder to cancel any Encumbrances of record.

7
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8.

Any person or entity that is currently, or on the Closing Date may be, in possession

8

of some or all of the Purchased Assets is hereby directed to surrender possession of such Purchased

9

Assets either to (a) the Debtors before the Closing or (b) to Prime or its designee upon the Closing,

10

and to cooperate with the Debtors and Prime in the Debtors’ and Prime’s fulfillment of their

11

obligations hereunder and pursuant to the APA.

12

9.

The transfer of the Purchased Assets pursuant to the Transaction Documents shall

13

be a legal, valid, and effective transfer and shall, in accordance with §§ 105(a) and 363(f), and upon

14

consummation of the Transaction, including, without limitation, payment of the Purchase Price to

15

the Debtors, vest Prime with all right, title, and interest in the Purchased Assets, free and clear of

16

all Encumbrances. Upon closing of the Transaction, Prime shall take title to and possession of the

17

Purchased Assets as set forth in the APA, provided that notwithstanding any other provision of this

18

Order or the APA to the contrary, Purchased Assets shall not include any Accounts Receivable (as

19

that term is defined in the APA) for which UnitedHealthcare Insurance Company is an account

20

debtor. The transfer of the Purchased Assets from the Debtors to Prime constitutes a transfer in

21

good faith and for reasonable equivalent value and fair consideration under the Bankruptcy Code

22

and the laws of the State of California.

23

10.

Following the Closing, no holder of any Encumbrance against the Debtors or upon

24

the Purchased Assets shall interfere with Prime’s respective rights in, title to or use and enjoyment

25

of the Purchased Assets. All persons and entities are hereby forever prohibited and enjoined from

26

taking any action that would adversely affect or interfere with the ability of the Debtors to sell and

27

transfer the Purchased Assets to Prime, including the assumption and assignment of the Assigned

28

Contracts.
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Prime is a good faith purchaser of the Purchased Assets and is hereby granted and

2

entitled to all of the protections provided to a good faith purchaser under § 363(m). Pursuant to §

3

363(m), if any or all of the provisions of this Sale Order are hereafter reversed, modified, or vacated

4

by a subsequent order of the Bankruptcy Court or any other court (including modification of the

5

terms of the APA), such reversal, modification, or vacatur shall not affect the validity and

6

enforceability of the Transaction, any sale, transfer, or assignment under the APA or obligation or

7

right granted pursuant to the terms of this Sale Order, and, notwithstanding any reversal,

8

modification, or vacatur, the original provisions of this Sale Order and the APA, as the case may

9

be, shall apply with respect to the Transaction.

10

12.

The Sale approved by this Sale Order is not subject to avoidance or any recovery or

11

damages pursuant to § 363(n) or any other section of the Bankruptcy Code or otherwise, except for

12

any rights of the parties to enforce the terms of the APA.

13

13.

Prime shall not be deemed, as a result of any action taken in connection with, or as

14

a result of the Transaction (including the transfer and sale of the Purchased Assets), to the maximum

15

extent permitted by law by reason of any theory of law or equity with respect to any claims or liens

16

against Sellers or the Assets, to: (i) be a successor, continuation or alter ego (or other such similarly

17

situated party) to or of the Debtors or their estates by reason of any theory of law or equity,

18

including, without limitation, any bulk sales law, doctrine or theory of successor liability, or any

19

theory or basis of liability, regardless of source of origin; or (ii) have, de facto or otherwise, merged

20

with or into the Debtors; or (iii) be a mere continuation, alter ego, or substantial continuation of the

21

Debtors. Prime is not assuming any of the Debtors’ debts.

22

14.

This Sale Order (i) shall be effective as a determination that, on Closing, all

23

Encumbrances existing against the Purchased Assets before the Closing have been unconditionally

24

released, discharged and terminated, except to the extent provided in paragraph 6 above, and that

25

the transfers and conveyances described herein have been effected, and (ii) shall be binding upon

26

and shall govern the acts of all persons and entities. If, following a reasonable written request made

27

by the Debtors, any person or entity that has filed financing statements or other documents or

28

agreements evidencing any Encumbrances against the Purchased Assets shall not have delivered to
- 13 US_Active\114214804\V-1
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1

the Debtors for use at or in connection with Closing, in proper form for filing and executed by the

2

appropriate parties, termination statements, instruments of satisfaction, releases of all

3

Encumbrances which the person or entity has with respect to the Purchased Assets, then Prime

4

and/or the Debtors are hereby authorized to execute and file such statements, instruments, releases

5

and other documents on behalf of the person or entity with respect to such Purchased Assets. For

6

the avoidance of doubt, such statements, instruments, releases and other documents shall not impair

7

Encumbrances that attach (subject to any Challenge within the meaning of the Final DIP Order that

8

has been, or may be, timely filed, which shall not affect the enforceability of this Sale Order as to

9

Prime) to the Sale Proceeds by the terms of this Order, including, but not limited to paragraphs 6,

10
11

7 and 16 hereof.
15.

In accordance with the APA, concurrently with the Closing, Prime shall pay that

12

portion of the Purchase Price due at Closing, by wire transfer of immediately available funds, to

13

Debtors’ Escrow Deposit Accounts (defined below), subject to the adjustments set forth in the APA.

14

Any direct expenses of the Sale shall be disclosed by Debtors to the Prepetition Secured Creditors

15

and the Committee in advance of the Closing.

16

16.

The terms and conditions of the Financing Orders shall apply with respect to the

17

Sale Proceeds and Escrow Deposit Accounts (defined herein), except as expressly modified hereby.

18

Without limiting the foregoing, the Debtors shall comply with paragraph 4 of the Final DIP Order

19

in the following manner:

20

a.

the Debtors shall direct Prime, pursuant to the terms of the APA, to remit to

21

Chicago Title Insurance Company as closing escrow agent (the “Closing Escrow Agent”) all Sale

22

Proceeds for the separate account of each selling Debtor. Upon closing, the Closing Escrow Agent

23

shall remit the Sale Proceeds to the separate accounts for each selling Debtor (each such account

24

hereafter referred to as “Escrow Deposit Account”).

25

b.

in giving direction to Prime pursuant to sub-paragraph (a), above, the

26

Debtors shall exercise their reasonable business judgment, in good faith, and allocate the Sale

27

Proceeds among the Escrow Deposit Accounts on the basis of the value of each Debtor’s Purchased

28

Assets as of the Closing which allocation, for the avoidance of doubt, shall be subject to the
- 14 US_Active\114214804\V-1

Case 2:18-bk-20151-ER

Desc

1

reservations of rights in paragraph 4 of the Final DIP Order; provided that nothing in this paragraph

2

shall waive or limit any rights the Committee or the Prepetition Secured Creditors may have in

3

connection with the confirmation of a proposed chapter 11 plan for any of the Debtors’ cases

4

(including the right to seek to reallocate estate values and the Sale Proceeds at any time);

5
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c.

no funds held in any Escrow Deposit Account shall be (i) commingled with

6

any other funds of the applicable Debtor or any of the other Debtors or (ii) used by the Debtors for

7

any purpose, except as provided by paragraphs 17, 19, 20, and 22 of this Order with respect to Cure

8

Costs, and to fund any Purchase Price adjustment in favor of Prime under the APA, in each case,

9

without first obtaining the consent of the Prepetition Secured Creditors or obtaining an order of the

10

Court pursuant to § 363 after reasonable notice under the circumstances to the Prepetition Secured

11

Creditors and to the Committee and, if necessary, a hearing thereon;

12

d.

establishment of an Escrow Deposit Account shall not require execution by

13

the Debtors of a deposit account control agreement in favor of the Prepetition Secured Creditors to

14

establish their perfected lien rights over the Escrow Deposit Account balances as collateral or

15

proceeds of collateral (which lien rights shall be deemed automatically granted and perfected by

16

the terms of the Financing Orders and this Order); and

17

e.

for the avoidance of doubt, the rights of the Debtors, the Committee, and the

18

Prepetition Secured Creditors as to the Sale Proceeds and any funds held in any Escrow Deposit

19

Accounts shall be, except as set forth herein, as contemplated by Paragraph 4 of the Final DIP Order

20

and the terms of the Financing Orders, and nothing in this Order shall be construed as altering,

21

amending, waiving, or affecting in any way such rights or any rights under the Intercreditor

22

Agreement, to the extent applicable.

23

17.

Concurrently with the Closing or as soon thereafter as is possible, and in accordance

24

with the APA, the Debtors shall pay out of the Sale Proceeds to the Counterparties to the Assigned

25

Contracts the Cure Amounts either as (i) set forth in the Cure Notice, (ii) otherwise agreed to by

26

the Debtors, Prime, and the applicable Counterparties thereto, or (iii) ordered by this Court after a

27

hearing on any objection to the Cure Amount set forth in the Cure Notice. Prime has the right under

28
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the APA to remove any contracts from the list of Assigned Contracts up to thirty (30) days prior to

2

Closing.

3
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18.

Any executory contracts and/or unexpired leases, which give rise to Cure Costs and

4

are designated as Assigned Contracts and are not timely removed from the Assigned Contracts list

5

by Prime under the APA shall be deemed Assigned Contracts at the Closing, subject to the

6

provisions of the APA and this Sale Order. The Court shall resolve any and all disputes which may

7

arise between the Debtors, Prime, and any applicable Counterparty concerning (i) whether a

8

particular Assigned Contract is an executory contract or unexpired lease or (ii) whether a

9

Counterparty to an Assigned Contract is entitled to an allowed claim against the Debtors which

10
11

exceeds the Cure Amount set forth in the Cure Notice (an “Assumption Dispute”).
19.

All of the Assigned Contracts, to the extent they are executory contracts or

12

unexpired leases and are not subsequently and timely removed by Prime under the APA, or deemed

13

a rejected contract within the meaning of § 1.11 of the APA, shall be part of the Assigned Contracts

14

that will be assumed by the Debtors and assigned to Prime at the Closing, subject to the provisions

15

of the APA. All Assigned Contracts shall be assumed by the Debtors and assigned to Prime at the

16

Closing, with Prime to be obligated to pay all Cure Costs owing to such Assigned Contract Counter-

17

Parties concurrently with the Closing, as set forth in the APA, or as otherwise agreed to by the

18

Debtors, Prime and the applicable counter-parties thereto, or ordered by the Court (the “Additional

19

Cure Costs”), so long as such amount as ordered by the Court is no greater than the amount agreed

20

upon by Prime; and in the event the Additional Cure Costs is greater than the amount agreed upon

21

by Prime, and Prime is not willing to pay the Additional Cure Costs, the Debtors shall not be

22

required to pay the Additional Cure Cost(s) and the Assigned Contract(s) shall be deemed a rejected

23

contract within the meaning of § 1.11 of the APA and this Sale Order, and funds in an amount equal

24

to the Cure Amount for such Rejected Contract shall be returned to Prime within seven (7) business

25

days of such contract being deemed a rejected contract pursuant to the APA; provided, and for the

26

avoidance of doubt, except as provided in Section 4.9 of the APA, no collective bargaining

27

agreement, pension plan or health and welfare plan providing collectively bargained benefits to

28
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which the Hospital is a party or sponsor constitutes an Assigned Contract for which Prime or the

2

Debtors may be obligated to pay any cure amount.

3
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20.

In the event the Court determines that a Counterparty has an allowed cure claim

4

against the Debtors which exceeds the Cure Cost agreed to between the Debtors and Prime (the

5

“Excess Cure Amount”) with respect to an Assigned Contract, the difference will be paid by Prime

6

as an increase to the Cure Pool and the Purchase Price and shall not be the responsibility of the

7

Debtors as more specifically set forth below; provided, however, that an Assigned Contract subject

8

to an Assumption Dispute shall be deemed a “Rejected Contract” within the meaning of § 1.11 of

9

the APA if the Assumption Dispute is not resolved by the later of (i) three days following entry of

10

an order, or (ii) removal of the Assigned Contract from the list of Assigned Contracts on or before

11

thirty (30) days prior to Closing, unless the Debtor, Prime, and the applicable Counterparty agree

12

otherwise. To the extent an Assumption Dispute relates solely to the Cure Amount, the Debtors

13

may, with Prime’s consent, assume and assign the applicable executory contract or unexpired lease

14

at Closing and prior to the resolution of the Assumption Dispute by the Bankruptcy Court, provided,

15

that the Bankruptcy Court has estimated the maximum cure payment, pursuant to § 502(c) and

16

Prime includes such amount in the Cure Pool to be held by the Debtors in the Sale Proceeds Account

17

for the relevant Debtor(s). The Debtors shall pay and hereby are authorized to pay disputed Cure

18

Amounts from the relevant Sales Proceeds Account(s) upon entry of a final and non-appealable

19

order by this Court to the extent Prime remitted to Sellers the amount required by this paragraph of

20

the Order.

21

21.

Prime shall have the right to designate any contracts on the Assigned Contract list

22

as a Rejected Contract until the later of (i) three business days following entry of an order resolving

23

any Assumption Dispute or (ii) 5:00 p.m. (Pacific Time) on the day that is thirty (30) days prior to

24

Closing Date, provided further that the Debtors shall have the absolute right to remove any

25

Evaluated Contract from the list of Assigned Contracts in order to preserve avoidance claims.

26

22.

Upon the Closing or as otherwise provided herein or under the APA, the Debtors are

27

authorized and directed to assume, assign and/or transfer each of the Assigned Contracts to Prime. At

28

the Closing, Prime shall pay out of the Sale Proceeds, which shall include the “Cure Pool” (as defined
- 17 US_Active\114214804\V-1
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1

in the APA), the Cure Amounts identified pursuant to paragraph 17 above. Notwithstanding anything

2

in this Order to the contrary, and with the exception of Cure Amounts subject to Assumption Disputes

3

on the Closing Date (which shall be paid upon resolution of such Assumption Dispute), the Debtors shall

4

pay to the Counterparties of Assigned Contracts the applicable Cure Amount (including, any Excess

5

Cure Amount) from the Cure Pool upon the Closing or as soon thereafter as is reasonably practicable.

6

The Debtors’ payment of such Cure Amounts are deemed the necessary and sufficient amounts to “cure”

7

all “defaults” with respect to all such Assigned Contracts under § 365(b). The foregoing payment shall

8

(i) effect a cure of all defaults existing under all such Assigned Contracts, and (ii) compensate all such

9

Counterparties for any actual pecuniary loss resulting from any such default. The Debtors shall then

10

have assumed and assigned to Prime, effective as of the Closing, subject to the provisions of the APA

11

and this Sale Order, all of the Assigned Contracts, and, pursuant to § 365(f), the assignment by the

12

Debtors of all such Assigned Contracts to Prime shall not be a default thereunder. After the payment of

13

the Cure Amounts, neither the Debtors nor Prime shall have any further liabilities to any Counterparties,

14

other than Prime’s obligations under the Assigned Contracts that accrue and become due and payable

15

after the Closing Date, except as provided in Section 4.9 of the APA, are attributable solely to post-

16

Closing events or activities.

17

demonstrated by or on behalf of Prime with respect to all of the Assigned Contracts within the meaning

18

of §§ 365(b)(1)(c), 365(b)(3) (to the extent applicable) and 365(f)(2)(B). For the avoidance of doubt,

19

Prime shall not be liable for the payment of any liabilities or obligations, including but not limited to the

20

obligation to provide assurance of future performance, arising from or related to (a) any Rejected

21

Contracts, (b) any prepetition multiparty contract affecting more than one Debtor in addition to SFMC,

22

or (c) any CBA, pension plan, or health and welfare plan providing for collectively bargained for benefits

23

to which SFMC is a party or a sponsor, unless expressly assumed and assigned with Prime’s consent or

24

as otherwise set forth in this Sale Order.

25

23.

In addition, adequate assurance of future performance has been

The Debtors intend, and are hereby authorized, to (A) reject, pursuant to § 365(a), all

26

executory contracts to which SFMC is a party, excluding (i) Assigned Contracts, and (ii) any

27

prepetition multiparty contract affecting more than one Debtor in addition to SFMC, and, (B) reject

28

and terminate, to the extent separately authorized by this Court, pursuant to §§ 1113, 1114, and any
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other applicable provision of the Bankruptcy Code, any CBA, pension plan or health and welfare

2

plan providing collectively bargained benefits to which SFMC is a party or sponsor.

3
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24.

All of the Counterparties are forever barred, estopped, and permanently enjoined from

4

(i) raising or asserting against the Debtors or Prime, or any of their property, any assignment fee,

5

acceleration, default, breach, or claim of pecuniary loss, or condition to assignment, arising under or

6

related to the Assigned Contracts, existing as of the Closing, or arising by reason of the consummation

7

of the Transaction contemplated by the APA, including, without limitation, the Transaction and the

8

assumption and assignment of the Assigned Contracts, including any asserted breach relating to or

9

arising out of the change-in-control provisions in such Assigned Contracts, or any purported written or

10

oral modification to the Assigned Contracts and (ii) asserting against Prime any claim, counterclaim,

11

breach, or condition asserted or assertable against the Debtors existing as of the Closing or arising by

12

reason of the transfer of the Purchased Assets.

13

25.

Any provisions in any Assigned Contracts that prohibit or condition the assignment of

14

such Assigned Contract or allow the counterparty to such Assigned Contract to terminate, recapture,

15

impose any penalty, condition on renewal or extension or modify any term or condition upon the

16

assignment of such Assigned Contract constitute unenforceable anti-assignment provisions that are void

17

and of no force and effect with respect to the Debtors’ assumption and assignment of such Assigned

18

Contract to Prime in accordance with the APA, pursuant to § 363(f).

19

26.

The terms and provisions of this Sale Order, as well as the rights granted under the

20

Transaction Documents, shall continue in full force and effect and are binding upon any successor,

21

reorganized Debtors, or chapter 7 or chapter 11 trustee applicable to the Debtors, notwithstanding entry

22

of any order of conversion or dismissal. Nothing contained in any chapter 11 plan confirmed in the

23

Debtors’ cases or in any order confirming such a plan, nor any order dismissing the cases or converting

24

the cases to a case under chapter 7, shall conflict with or derogate from the provisions of the APA, any

25

documents or instruments executed in connection therewith, or the terms of this Sale Order, provided

26

however, that in the event of a conflict between this Sale Order and an express or implied provision of

27

the APA, this Sale Order shall govern. The provisions of this Sale Order and any actions taken pursuant

28

hereto shall survive any conversion or dismissal of the cases and the entry of any other order that may
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be entered in the cases, including any order (i) confirming any plan of reorganization; (ii) converting the

2

cases from chapter 11 to chapter 7; (iii) appointing a trustee or examiner in the cases; or (iv) dismissing

3

the cases.

4
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27.

The Transaction contemplated by the APA and other Transaction Documents are

5

undertaken without collusion and in “good faith,” as that term is defined in § 363(m). Prime is a good

6

faith purchaser within the meaning of § 363(m) and, as such, is entitled to the full protections of § 363(m).

7

Accordingly, the reversal or modification on appeal of the authorization provided herein by this Sale

8

Order to consummate the Transaction shall not affect the validity of the sale of the Purchased Assets to

9

Prime or the terms thereof. The APA and the Transactions contemplated thereby cannot be avoided

10

under § 363(n).

11

28.

The failure to specifically include any particular provision of the APA or the other

12

Transaction Documents in this Sale Order shall not diminish or impair the effectiveness of such

13

provisions, it being the intent of the Bankruptcy Court that the Transaction, the APA and the other

14

Transaction Documents be authorized and approved in their entirety. Likewise, all of the provisions of

15

this Sale Order are non-severable and mutually dependent.

16

29.

This Order constitutes a final and appealable order within the meaning of 28 U.S.C.

17

§ 158(a). Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014, if applicable, or any other LBR or

18

otherwise, this Sale Order shall not be stayed for 14-days after the entry hereof, but shall be effective and

19

enforceable immediately upon entry pursuant to Rule 6004(h) and 6006(d). Time is of the essence in

20

approving the Transaction (including the transfer and the sale of the Purchased Assets).

21

30.

The automatic stay in effect pursuant to § 362 is hereby lifted with respect to the Debtors

22

to the extent necessary, without further order of this Court, to (i) allow Prime to deliver any notice

23

provided for in the APA and Transaction Documents and (ii) allow Prime to take any and all actions

24

permitted under the APA and Transaction Documents in accordance with the terms and conditions

25

thereof.

26

31.

Unless otherwise provided in this Sale Order, to the extent any inconsistency exists

27

between the provisions of the APA and this Sale Order, the provisions contained in this Sale Order shall

28

govern.
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This Court shall retain exclusive jurisdiction to interpret, construe, and enforce the

2

provisions of the APA and this Sale Order in all respects, and further, including, without limitation, to

3

(i) hear and determine all disputes between the Debtors and/or Prime, as the case may be, and any other

4

non-Debtor party to, among other things, the Assigned Contracts concerning, among other things,

5

assignment thereof by the Debtors to Prime and any dispute between Prime and the Debtors as to their

6

respective obligations with respect to any asset, liability, or claim arising hereunder; (ii) compel delivery

7

of the Purchased Assets to Prime free and clear of Encumbrances; (iii) compel the delivery of the

8

Purchase Price or performance of other obligations owed to the Debtors; (iv) interpret, implement, and

9

enforce the provisions of this Sale Order; and (v) protect Prime against (A) claims made related to any

10

of the Excluded Liabilities (as defined in the APA), (B) any claims of successor or vicarious liability (or

11

similar claims or theories) related to the Purchased Assets or the Assigned Contracts, or (C) any

12

Encumbrances asserted on or against Prime or the Purchased Assets.

13

33.

Following the date of entry of this Sale Order, the Debtors and Prime are authorized to

14

make changes to the APA and/or execute supplemental agreements implementing the transactions

15

contemplated by the APA without the need for any further order of the Court provided that all such

16

changes have been approved in writing by the Debtors, Prime, the Committee, and Prepetition Secured

17

Creditors. Any other proposed changes to the APA or this Sale Order shall require a further order of the

18

Court, after reasonable notice under the circumstances and a hearing.

19

34.

Notwithstanding any other provision of this Sale Order or any other Order of this Court,

20

no sale, transfer or assignment of any rights and interests of a regulated entity in any federal license or

21

authorization issued by the FCC shall take place prior to the issuance of FCC regulatory approval for

22

such sale, transfer or assignment pursuant to the Communications Act of 1934, as amended, and the rules

23

and regulations promulgated thereunder. The FCC’s rights and powers to take any action pursuant to its

24

regulatory authority, including, but not limited to, imposing any regulatory conditions on such sales,

25

transfers and assignments and setting any regulatory fines or forfeitures, are fully preserved, and nothing

26

herein shall proscribe or constrain the FCC’s exercise of such power or authority to the extent not

27

inconsistent with the applicable provisions of the Bankruptcy Code.

28
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Debtors shall make commercially reasonable efforts to enter into settlement agreements

2

with the Centers for Medicare and Medicaid Services (“CMS”), with respect to the Medicare Provider

3

Agreement, and the California Department of Health Care Services (“DHCS”), with respect to the Medi-

4

Cal Provider Agreement or, alternatively, obtain Bankruptcy Court rulings and pursue possible appeals

5

that the Medicare Provider Agreement and/or the Medi-Cal Provider Agreement may be transferred

6

without the consent of CMS or DHCS, as applicable, and without successor liability, and free and clear

7

of all Encumbrances, to enable such agreements to be assigned to Prime. Between the Closing Date and

8

the Licensure Date, Prime may bill and collect for patient services under Debtors’ health plan

9

agreements, pursuant to the terms of the IMA and Leaseback Agreement (as those terms are defined in

10
11
12
13

the APA).
36.

For the avoidance of doubt, no pension plans are being assumed pursuant to the APA or

this Sale Order.
37.

Notwithstanding anything to the contrary in this Sale Order, nothing in this Sale Order

14

constitutes a finding or determination on (a) any Cure Objection or (b) on the ability of the Debtors to

15

assume and assign to Prime any contract or lease held by a Counterparty subject to any order extending

16

the deadlines related to such Cure Objections (the “Extended Contracts”). All Cure Objections, and any

17

objections related to assumption and assignment of the Extended Contracts, are preserved until resolved

18

either by agreement between the Debtors and the Counterparty or further order of the Court.

19

38.

The California Attorney General, the Debtors, the Consultation Parties (as defined in the

20

Bidding Procedures Order) and Prime, reserve all rights, arguments and defenses concerning the

21

California Attorney General’s authority, if any, to review the sale under California Corporations Code

22

§§ 5914-5924 and California Code of Regulations on Nonprofit Hospital Transactions—Title 11,

23

Chapter 15, § 999.5, and any conditions issued thereto. Notwithstanding any provision to the contrary

24

in the APA or the Sale Order, nothing in the APA or this Sale Order shall limit or be construed as a

25

waiver of the Attorney General’s statutory or regulatory authority or other rights or defenses, or a waiver

26

of the Debtors’ statutory or other rights or defenses.

27
28

39.

Notwithstanding anything to the contrary in the Motion, the Bidding Procedures, the

Bidding Procedures Order, any Cure Notice or assumption notice, any purchase agreement, or this
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1

Sale Order (i) none of the insurance policies or any related agreements (collectively, the “Chubb

2

Insurance Contracts”) issued at any time by Federal Insurance Company, ACE American Insurance

3

Company, Illinois Union Insurance Company and each of their affiliates and successors

4

(collectively, “Chubb”), or any rights, benefits, claims, rights to payments and/or recoveries under

5

the Chubb Insurance Contracts shall be sold, assigned or otherwise transferred to the Buyer in

6

connection with the Sale; (ii) nothing shall alter, modify or otherwise amend the terms or conditions

7

of the Chubb Insurance Contracts; and (iii) for the avoidance of doubt, the Winning Bidder is not,

8

and shall not be deemed to be, an insured under any of the Chubb Insurance Contracts; provided,

9

however, that to the extent any claim with respect to any Purchased Assets arises that is covered by

10

the Chubb Insurance Contracts and the proceeds of the applicable Chubb Insurance Contract would

11

be payable to the Debtors (as opposed to a third party claimant), the Debtors may pursue such claim

12

in accordance with the terms of the Chubb Insurance Contracts, and, if applicable, turn over to the

13

Winning Bidder any such insurance proceeds (each, a “Proceed Turnover”); provided, further,

14

however, that the Chubb Companies shall not have any duty to effectuate a Proceed Turnover or

15

liability related to a Proceed Turnover.

16

40.

The conditions precedent to the Closing are as set forth in Articles 7 and 8 of the APA.

17

41.

The Committee’s and the Prepetition Secured Creditors’ rights, and their ability to

18

participate and be heard at hearings concerning the Sale, are hereby reserved. To the extent that the

19

Prepetition Secured Creditors or the Committee desire to file pleadings related to such hearings, their

20

respective times for filing an objection or response shall be the same as granted to the Debtors pursuant

21

to the notice in each such instance.

22
23
24
25
26
27
28
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Title 11, California Code of Regulations,§ 999.5(d)(l)(B)
Exhibit 3

1

I, A. Joel Richlin, being duly sworn, declare and state as follows:

2

1.

I am the Vice President, Deputy General Counsel, & Chief Litigation Counsel of

3 Prime HealthCare Management, Inc. (“Management”), which provides legal counsel to affiliate
4 Prime Healthcare Services, Inc. (“Prime”). I am duly authorized by Prime to submit this
5 declaration. I know each of the following facts to be true of my own personal knowledge and, if
6 called as a witness, I could and would competently testify with respect thereto.
7

2.

I submit this declaration in support of the Motion for the Entry of (I) an Order (1)

8 Approving Form of Asset Purchase Agreement; (2) Approving Auction and Sale Format and
9 Bidding Procedures; (3) Approving Process for Discretionary Selection of Stalking Horse Bidder
10 and Bid Protections; (4) Approving Form of Notice to be Provided to Interested Parties; (5)
11 Scheduling a Court Hearing to Consider Approval of the Sale to the Highest and Best Bidder; and
12 (6) Approving Procedures Related to the Assumption of Certain Executory Contracts and
13 Unexpired Leases; and (II) An Order Authorizing the Sale of Property Free and Clear of All
14 Claims Liens and Encumbrances [Docket No. 4069] (the “Motion”), filed by the above-referenced
15 affiliated debtors and debtors in possession (the “Debtors”).
16

3.

Prime is the proposed purchaser of certain of the Debtors’ assets (the “Purchased

17 Assets”), as further set forth in the Debtors’ Memorandum in Support of Entry of an Order: (A)
18 Authorizing the Sale of Property Free and Clear of all Claims, Liens and Encumbrances; (B)
19 Authorizing the Assumption and Assignment of Designated Executory Contracts and Unexpired
20 Leases; and (C) Granting Related Relief (the “Memorandum”) in support of the Motion and the
21 Asset Purchase Agreement attached thereto as Exhibit A.
22

4.

Neither I, Prime, nor Management have any material connections with the Debtors,

23 except as professional connections developed during the bidding process. None of us are
24 “insiders” of the Debtors, as that term is defined in the Bankruptcy Code.
25

5.

Neither I, Prime, nor Management is a creditor of the Debtors. Previously,

26 Centinela Hospital, an affiliate of Prime, filed proofs of claim against the Debtors. Neither I,
27 Centinela, nor Prime discussed these claims with Verity or sought collection on account thereof.
28
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Exhibit A
Form of Sale Order

Exhibit B
Asset Purchase Agreement

ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and
PRIME HEALTHCARE SERVICES, INC.
(as “Purchaser”)

Dated April 3, 2020

-iUS_Active\114483166\V-7

ASSET PURCHASE AGREEMENT
This Asset Purchase Agreement (the “Agreement”) is made and entered into as of April 3,
2020 (the “Signing Date”) by and among St. Francis Medical Center, a California nonprofit public
benefit corporation (“SFMC”), Verity Holdings, LLC (“Verity Holdings”), a California limited
liability company and Verity Health System of California, Inc., a California nonprofit public
benefit corporation (“VHS” and, together with SFMC and Verity Holdings, the “Sellers” and each
individually a “Seller”) and Prime Healthcare Services, Inc., a Delaware corporation
(“Purchaser” and, together with the Sellers, the “Parties” and each individually a “Party”).
RECITALS
A.
SFMC engages in the business of operating a hospital known as St. Francis
Medical Center (“St. Francis”) in the City of Lynwood, California, including the hospital
pharmacy, laboratory and emergency department as well as through the medical office buildings
and clinics owned or operated by SFMC (with St. Francis, collectively referred to herein, as the
“Hospital”).
B.
VHS is the sole member of SFMC and Verity Holdings. Verity Holdings
owns and rents certain properties on or near the Hospital campus.
C.
Purchaser desires to purchase from Sellers, and Sellers desire to sell to
Purchaser, the assets described in Section 1.7 below for the consideration and upon the terms and
conditions contained in this Agreement.
D.
On August 28, 2018, Sellers filed voluntary petitions for relief under
Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the Central District of California, Los Angeles Division, before the
Honorable Ernest M. Robles (the “Bankruptcy Court”), which are jointly administered with their
affiliates under Case No. 18-20151 (the “Bankruptcy Cases”).
E.
On February 10, 2020, Sellers filed the Debtors’ Notice of Motion and
Motion for the Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2)
Approving Auction Sale Format, Bidding Procedures and Stalking Horse Bid Protections; (3)
Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling a Court Hearing
to Consider Approval of the Sale to the Highest Bidder; and (5) Approving Procedures Related to
the Assumption of Certain Executory Contracts and Unexpired Leases; and (II) an Order (A)
Authorizing the Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum Of Points And Authorities In Support Thereof [Docket No. 4069] (the “Bidding
Procedures Motion”) which was approved by an order of the Bankruptcy Court (the “Bidding
Procedures Order”) [Docket No. 4165] and pursuant thereto the Parties have entered into this
Agreement.
F.
The Parties intend to effectuate the transactions contemplated by this
Agreement through a sale of the Assets pursuant to the Bidding Procedures and as approved by
the Bankruptcy Court pursuant to Sections 363 and 365 of the Bankruptcy Code.
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AGREEMENT
NOW, THEREFORE, in consideration of the foregoing premises and the mutual
promises and covenants contained in this Agreement, and for their mutual reliance and
incorporating into this Agreement the above recitals, the Parties hereto agree as follows:
ARTICLE 1
SALE AND TRANSFER OF ASSETS;
CONSIDERATION; CLOSING
1.1

Purchase Price.

(a)
Subject to the terms and conditions of this Agreement, the aggregate
consideration shall be as follows:
(i)
Payment to Sellers of a cash base purchase price (“Base Price”) as
follows: Two Hundred Million Dollars ($200,000,000); provided, that in
the event at Closing the Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)) is more than Fifty Million Dollars ($50,000,000) less
than the Prior Period Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)), the Purchaser shall offset from the portion of the
remaining QAF V net receipts collected after Closing (but not by more than
an aggregate of Thirty Million Dollars ($30,000,000)) one dollar for every
dollar of difference between Prior Period Annualized Normalized EBITDA
and Annualized Normalized EBITDA over Fifty Million Dollars
($50,000,000) up to Eighty Million Dollars ($80,000,000). In the event that
the QAF V payments are insufficient to satisfy the amount of offset, then
Purchaser shall have offset rights from the Seller’s QAF VI Seller Net
Payments;
(ii)
Sellers shall retain, as an Excluded Asset, the QAF V Payments
(defined below) and the QAF VI Seller Net Payments (defined below) as
described in Section 1.8(b), which are currently estimated at Twenty-Nine
Million Dollars ($29,000,000) in connection with the QAF V Payments and
Eighty-Three Million Dollars ($83,000,000) in connection with the QAF VI
Seller Net Payments;
(iii) Cash payment of Sixty-One Million Dollars ($61,000,000) (the
“A/R Target Amount”) as consideration for the Accounts Receivable
transferred at Closing (subject to adjustment in Section 1.12);
(iv)
Cash payment for Sellers’ payroll liabilities at Closing (the “Payroll
Amount”) (which as of October 31, 2019, had an aggregate value of
approximately Five Million Dollars ($5,000,000));
(v)
Cash payment for accrued vacation and other paid time-off of
Sellers’ employees at Closing (the “PTO Amount”) (which as of October
2
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31, 2019, had an aggregate value of approximately Ten Million Dollars
($10,000,000));
(vi)
An amount equal to the Cure Costs (defined below) associated with
outstanding liabilities of Sellers under any Assigned Leases and/or
Assigned Contracts; and
(vii)

An amount determined in accordance with Section 1.6.

(b)
At the Closing, Purchaser shall pay to Sellers, by wire transfer of
immediately available funds to the accounts specified by Sellers to Purchaser in writing, an
aggregate amount equal to the Base Price, plus the A/R Target Amount, plus the Cure Cost
Amount, plus the PTO Amount, plus the Payroll Amount (collectively, the “Purchase Price”),
minus the Deposit (defined below).
(c)
For purposes of this Agreement, the “QAF Program” means the California
Department of Health Care Services (“DHCS”) Hospital Quality Assurance Fee Programs V
(“QAF V”) and VI (“QAF VI”). During the period prior to the Closing, Sellers shall pay or permit
DHCS to offset from amounts owed to St. Francis any fees due and owing prior to the Closing
under QAF V and QAF VI (such payments or offsets shall be included in the formula described in
Section 1.8(b)), and Sellers shall be entitled to retain all payments received under QAF V and QAF
VI.
(d)
Separate from, and in addition to, the Purchase Price, Purchaser commits to
invest Forty-Seven Million Dollars ($47,000,000) in capital expenditures for St. Francis (including
NPC-3 seismic compliance responsibilities).
1.2
Deposit. Purchaser has deposited an amount equal to $27,725,342.48 (the “Initial
Deposit”) by wire transfer to Chicago Title Insurance Company (“Escrow Agent”) pursuant to
that certain Escrow Agreement attached hereto as Exhibit 1.2. Within two (2) business day after
the date of the conclusion of the auction for the Assets, if any, if Purchaser is the Prevailing Bidder
(as defined below) and as a result of such auction has opted to increase the Purchase Price (the
“Auction Purchase Price”), Purchaser shall deposit an additional amount with the Escrow Agent
such that the total amount deposited with the Escrow Agent is equal to ten percent (10%) of the
Auction Purchase Price (the Initial Deposit and any additional amount deposited with the Escrow
Agent (if any) referred to collectively as the “Deposit”) by wire transfer to the Escrow Agent. All
fees of the Escrow Agent shall be paid by Purchaser. The Deposit shall be non-refundable in all
events, except in the event the Closing does not occur due to Purchaser’s termination of the
Agreement pursuant to Sections 9.1 (a), (c), (d), (f), (g), (h) or (i) hereof. Upon Closing, the
Deposit will be credited against the Purchase Price.
1.3
Closing Date. The consummation of the transactions contemplated by this
Agreement (the “Closing”) shall take place at the offices of Dentons US LLP, 601 South Figueroa
St., Suite 2500, Los Angeles, CA 90017-5704 (the day on which Closing actually occurs, the
“Closing Date”) within three (3) business days following the satisfaction or waiver of the
conditions set forth in ARTICLE 7 and ARTICLE 8, and other than those conditions that by their
nature are to be satisfied at Closing but subject to fulfillment or waiver of those conditions. The
3
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Closing shall be deemed to occur and to be effective as of 12:00 a.m. pacific time on the day
immediately after the Closing Date (the “Effective Time”). Purchaser and Sellers agree that
because the change of ownership and regulatory approval process may take an extended period of
time, at the Effective Time, the Assets (less any Assets constituting drugs or pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (as such terms are defined below)) will be sold to
Purchaser and immediately leased back to Sellers (substantially in the form of the Leaseback
Agreement attached hereto as Exhibit 1.3(a), the “Leaseback Agreement”), with a concurrent
management arrangement (substantially in the form of the Interim Management Agreement
attached hereto as Exhibit 1.3(b), the “IMA”). On the effective date that Purchaser obtains a
general acute care hospital license from the California Department of Public Health (“CDPH”)
and a hospital pharmacy permit from the California State Board of Pharmacy (“BOP”) (i) the
Leaseback Agreement and IMA will terminate and (ii) the drugs and pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements will be transferred to Purchaser (without payment of
any additional Purchase Price) (the “Licensure Date”). For the avoidance of any doubt, the
Licensure Date shall be the date the Purchaser’s hospital license and pharmacy permit are effective,
even if they are not actually issued until a later date. The Licensure Date may be determined based
on oral assurances from CDPH and the BOP.
1.4
Items to be Delivered by Sellers at Closing. At or before the Closing, Sellers shall
deliver, or cause to be delivered, to Purchaser the following:
(a)
a Bill of Sale substantially in the form of Exhibit 1.4(a) attached hereto (the
“Bill of Sale”), duly executed by each Seller;
(b)
Real Estate Assignment Agreements (the “Real Estate Assignments”) in
the form of Exhibit 1.4(b) attached hereto with respect to (i) the Leased Real Property, and (ii) the
Tenant Leases, each duly executed by the applicable Sellers;
(c)
Quitclaim Deeds in the form of Exhibit 1.4(c) attached hereto with respect
to the real property listed in Schedule 1.4(c), together with all plant, buildings, structures,
installments, improvements, fixtures, betterments, additions and constructions in progress situated
thereon (the “Owned Real Property”) duly executed by SFMC and Verity Holdings as applicable;
(d)
an Assigned Contract Transfer Agreement (the “Transfer Agreement”) in
the form of Exhibit 1.4(d) attached hereto, duly executed by the applicable Sellers;
(e)

evidence of payment of all Cure Costs;

(f)
the Transition Services Agreement (the “Transition Services Agreement”)
in form attached hereto as Exhibit 1.4(f), duly executed by the applicable Sellers;
(g)

the Leaseback Agreement and IMA, duly executed by SFMC;

(h)
favorable certificates of good standing, of each Seller, issued by the State
of California, dated no earlier than a date which is fifteen (15) calendar days prior to the Closing
4
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Date;
(i)
a duly executed certificate of an officer of each Seller certifying to
Purchaser (i) the incumbency of the officers of such Seller on the Signing Date and on the Closing
Date and bearing the authentic signatures of all such officers who shall execute this Agreement
and any additional documents contemplated by this Agreement and (ii) the due adoption and text
of the resolutions or consents of the Board of Directors of such Seller authorizing (I) the transfer
of the Assets and transfer of the Transferred Obligations by such Seller to Purchaser and (II) the
due execution, delivery and performance of this Agreement and all additional documents
contemplated by this Agreement, and that such resolutions have not been amended or rescinded
and remain in full force and effect on the Closing Date;
(j)

a certified copy of the Sale Order (as defined below);

(k)
non-foreign affidavits of SFMC and Verity Holdings, as applicable, dated
as of the Closing Date, in the form of Exhibit 1.4(k); and
(l)
Any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.5
Items to be Delivered by Purchaser at Closing. At or before the Closing, Purchaser
shall deliver or cause to be delivered to Sellers the following:
(a)

payment of the Purchase Price, minus the Deposit;

(b)
a duly executed certificate of the Secretary of Purchaser certifying to Sellers
(a) the incumbency of the officers of Purchaser on the Signing Date and on the Closing Date and
bearing the authentic signatures of all such officers who shall execute this Agreement and any
additional documents contemplated by this Agreement and (b) the due adoption and text of the
resolutions of the Board of Directors of Purchaser authorizing the execution, delivery and
performance of this Agreement and all additional documents contemplated by this Agreement, and
that such resolutions have not been amended or rescinded and remain in full force and effect on
the Closing Date;
(c)
favorable certificate of good standing, of Purchaser, issued by the California
Secretary of State dated no earlier than a date which is fifteen (15) calendar days prior to the
Closing Date;
(d)

the Transition Services Agreement, duly executed by Purchaser;

(e)

the Leaseback Agreement and IMA, duly executed by Purchaser;

(f)

the Bill of Sale, duly executed by Purchaser;

(g)

the Real Estate Assignment(s), duly executed by Purchaser;

(h)

the Transfer Agreement, duly executed by Purchaser;
5
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(i)
Preliminary Change of Ownership Report(s) (BOE-502-A) with respect to
the Owned Real Property, duly executed by Purchaser; and
(j)
any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.6
Prorations and Utilities. All items of income and expense listed below with respect
to the Assets shall be prorated in accordance with the principles and the rules for the specific items
set forth hereafter:
(a)
All transfer, conveyance, sales, use, stamp, similar state and local taxes
arising from the sale of the Assets hereunder shall be the responsibility of, and allocated to,
Purchaser.
(b)
Other than the Utility Deposits (defined below), which are governed by
Section 1.8(n), and other than with respect to Cure Costs, the following costs and expenses shall
be prorated based upon the payment period (i.e., calendar or other tax fiscal year) to which the
same are attributable: (i) all real estate and personal property lease payments, real estate and
personal property taxes, real estate assessments and other similar charges against real estate, (ii)
power and utility charges, (iii) payments made by Sellers for information technology software or
services for periods after the Effective Time, (iv) payments made by Sellers in association with
Licenses or dues paid to government and non-governmental agencies for calendar year 2020, and
(v) other similar costs for items or services which continue past the Effective Time (collectively,
the “Prorated Charges”). Sellers shall pay at or prior to the Closing (or Purchaser shall receive
credit for) any unpaid Prorated Charges attributable to periods or portions thereof occurring prior
to the Effective Time, and Purchaser shall be responsible for or, to the extent previously paid by
Sellers, pay to Sellers at the Closing all Prorated Charges attributable to periods or portions thereof
occurring from and after the Effective Time. In the event that as of the Closing Date the actual tax
bills for the tax year or years in question are not available and the amount of taxes to be prorated
as aforesaid cannot be ascertained, then rates, millages and assessed valuation of the previous year,
with known changes, shall be used. The Parties agree that if the real estate and personal property
tax prorations are made based upon the taxes for the preceding tax period, the prorations shall be
re-prorated after the Closing. As to power and utility charges, “final readings” as of the Closing
Date shall be ordered from the utilities; the cost of obtaining such “final readings,” if any, shall be
paid by Purchaser.
(c)
Sellers shall be entitled to all rents and other payments under Tenant Leases
accruing for the period prior to the Effective Time (“Pre Effective Time Lease Amounts”), and
Purchaser shall be entitled to all rents and other payments under tenant leases accruing for the
period after the Effective Time (“Post Effective Time Lease Amounts” and together with the Pre
Effective Time Lease Amounts, the “Lease Amounts”). All Lease Amounts that are collected
prior to the Closing shall be prorated as of the Closing in accordance with the immediately
preceding sentence. All Lease Amounts that are accrued but unpaid as of the Closing (including,
without limitation, rents and other payments accrued prior to the Closing but payable in arrears
after the Closing) (collectively, the “Unpaid Amounts”) shall belong to Sellers, and Purchaser
shall, upon receipt of said rents and other payments, receive the same in trust for Sellers and shall
6
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promptly remit any of such amounts to Sellers within ten (10) days after Purchaser’s receipt of
same.
(d)
If Purchaser requests that Sellers transfer electronic medical records in a
specific electronic format due to the Sellers’ electronic medical record (“EMR”) system and
Purchaser’s EMR system not being interoperable, then Purchaser shall reimburse, on the Closing
Date, all amounts paid or to be paid by Sellers to transfer electronic medical records to Purchaser
in such different electronic format.
(e)
All prorations and payments to be made under the foregoing provisions
shall be agreed upon by Purchaser and Sellers prior to the Closing and shall be binding upon the
Parties; provided, however, with respect to the Unpaid Amounts, in the event any proration,
apportionment or computation shall prove to be incorrect for any reason, then either Sellers or
Purchaser shall be entitled to an adjustment to correct the same, provided that said Party makes
written demand on the Party from whom it is entitled to such adjustment within fifteen (15)
calendar days after the erroneous payment or computation was made, or such later time as may be
required, in the exercise of due diligence, to obtain the necessary information for proration.
(f)

This Section 1.6 shall survive Closing.

1.7
Transfer of Sellers Assets. On the Closing Date, subject to the terms and conditions
of this Agreement and except as otherwise contemplated in Section 1.3, Sellers shall sell, assign,
transfer, convey and deliver to Purchaser, free and clear of all interests, including but not limited
to all liens, privileges, pledges, security interests, rights of first refusal, options, defects in title and
encumbrances (“Encumbrances”) other than the Permitted Exceptions (defined below), and
Purchaser shall acquire, all of Sellers’ right, title and interest in and to only the following assets
and properties, as such assets shall exist on the Closing Date, to the extent not included among the
Excluded Assets, such transfer being deemed to be effective at the Effective Time (the “Assets”):
(a)
all of the tangible personal property owned by Sellers, or to the extent
assignable or transferable by Sellers, and used by Sellers in the operation of the Hospital, including
equipment, furniture, fixtures, machinery, vehicles, office furnishings and leasehold improvements
(the “Personal Property”);
(b)
subject to Section 1.7(e), all of Sellers’ rights, to the extent assignable or
transferable, to all licenses, permits, approvals, certificates of exemption, franchises, accreditations
and registrations and other governmental licenses, permits or approvals issued to Sellers for use in
the operation of the Hospital (the “Licenses”), including, without limitation, the Licenses set forth
on Schedule 1.7(b), except to the extent Purchaser elects, in its discretion, not to take assignment
of any such Licenses;
(c)
all of Sellers’ interest in and to the Owned Real Property and all of Sellers’
interest, to the extent assignable or transferable and that have been designated by Purchaser, in and
to all of the following (the “Assigned Leases”): (i) the real property leases for all real property
leased by Sellers and set forth on Schedule 1.7(c)(i) (the “Leased Real Property”), and (ii) the
real property leased or subleased by Sellers to a third party and set forth on Schedule 1.7(c)(ii) (the
“Tenant Leases”);
7
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(d)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Effective Time, to the extent assignable or transferable, all contracts and agreements
(including, but not limited to, purchase orders) that have been designated by Purchaser as an
Assigned Contract, pursuant to Section 1.11 and appearing on Schedule 1.7(d);
(e)
all of Sellers’ interest in, from and after the Licensure Date, to the extent
assignable or transferable, the Hospital’s Medicare Provider Agreement (and provider number)
and the Hospital’s Medi-Cal Provider Agreement (and provider number) (collectively, the
“Medicare/Medi-Cal Agreements”);
(f)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Licensure Date, to the extent assignable or transferable, in and to any of the Hospital’s
managed care, pre-paid, capitated or other full-risk health plan agreements (collectively, the
“Managed Care Agreements”) that have been designated by Purchaser as an Assigned Contract
pursuant to Section 1.11 (to the extent so designated, the “Transferred Managed Care
Agreements”);
(g)
subject to Section 4.6, all of Sellers’ interest in, and all of Sellers’
obligations due under, from and after the Licensure Date, to the extent assignable or transferable,
in and to any of the Hospital’s services, participation or provider agreements with private health
plans, insurers or other third party payors (collectively, the “Private Payor Agreements”) that
have been designated by Purchaser as an Assigned Contract pursuant to Section 1.11 (to the extent
so designated, the “Transferred Private Payor Agreements”), provided that, Private Payor
Agreements shall not include any “risk-sharing” agreements with independent physician
associations;
(h)
to the extent assignable or transferable, all inventories of supplies, drugs,
food, janitorial and office supplies and other disposables and consumables (i) located at the
Hospital or (ii) used in the operation of the Hospital (the “Inventory”) except as set forth in
Sections 1.3 and 1.8(i);
(i)
other than Utility Deposits, all prepaid rentals, deposits, prepayments and
similar amounts relating to the Assigned Contracts and/or the Assigned Leases, which were made
with respect to the operation of the Hospital (the “Prepaids”);
(j)
to the extent assignable or transferable, all of the following that are not
proprietary to Sellers and/or owned by or proprietary to Sellers’ affiliates: operating manuals, files
and computer software with respect to the operation of the Hospital, including, without limitation,
all patient records, medical records, employee records, billing records, financial records,
equipment records, construction plans and specifications, and medical and administrative libraries;
provided, however, that any electronic medical records may be transferred in paper or “pdf” if
Sellers’ EMR system and Purchaser’s EMR system are not interoperable;
(k)
to the extent assignable or transferable, all rights in all warranties of any
manufacturer or vendor in connection with the Personal Property;

8
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(l)
all right, title and interest in and to the name “St. Francis Medical Center,”
including any associated Hospital trademarks, service marks, trade names, logos and domain
names but excluding the domain https://stfrancis.verity.org and content therein;
(m)

all goodwill of the Hospital evidenced by the Assets;

(n)
to the extent transferable or assignable, Sellers’ right or interest in the
telephone and facsimile numbers used with respect to the operation of the Hospital;
(o)
to the extent assignable or transferable, Sellers’ lock box account(s)
associated with Medicare or Medi-Cal fee-for-service receivables (the “Lockboxes”) on or after
the Licensure Date;
(p)
(i) all accounts and interest thereupon, notes and interest thereupon and
other receivables of Sellers, including, without limitation, accounts, notes or other amounts
receivable, and all claims, rights, interests and proceeds related thereto, including all accounts and
other receivables, , in each case arising from the rendering of services or provision of goods,
products or supplies to inpatients and outpatients at the Hospital, billed and unbilled, recorded and
unrecorded (including any such amounts that were written-off by Sellers for any reason), for
services, goods, products and supplies provided by Sellers prior to the Licensure Date whether
payable by Medicare, Medi-Cal, Medicaid, or any other payor (including an insurance company),
or any health care provider or network (such as a health maintenance organization, preferred
provider organization or any other managed care program) or any fiscal intermediary of the
foregoing, private pay patients, private insurance or by any other source and all claims, rights,
interests and proceeds relating to any grant or governmental awards directly or indirectly related
to COVID-19 (collectively, “Accounts Receivable”); and (ii) trauma payments, disproportionate
share payments (subject to Section 1.8(c)), California Health Foundation & Trust payments, cost
report, claim, EHR or other similar appeals and Seller Cost Report settlements in each case arising
from the rendering of services or provision of goods, products or supplies to inpatients and
outpatients at the Hospital (the “Other Receivables” and together with the Accounts Receivable,
the “Receivables”);
(q)
all documents, records, correspondence, work papers and other documents,
other than patient records, primarily relating to the Receivables;
(r)
all QAF payments due to the Hospital from the State of California or any of
its administrative entities or other entitles, including without limitations, Medi-Cal managed care
plans, that are both received on and after the Licensure Date and attributable to QAF VI and any
subsequent QAF Program, regardless of the state fiscal year for which the payments are made in
reference to and regardless of the state fiscal year for which the data was derived to calculate
eligibility for such payments, other than the QAF payments received prior to Closing or
specifically excluded pursuant to Section 1.8(b) as QAF VI Seller Net Payments;
(s)
except as set forth in Section 1.8(l) (i.e., certain causes of action), all claims,
causes of action, choses in action, rights of recovery, rights of set off and rights of recoupment of
Sellers against third parties related to or associated with the physical condition of any of the Assets;
and
9
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(t)
to the extent assignable or transferable, any other assets owned by Sellers
(which are not otherwise specifically described above in this Section 1.7) that are used primarily
in the operation of the Hospital.
As used herein, the term “Permitted Exceptions” means (i) the Transferred Obligations;
(ii) liens for taxes not yet due and payable; (iii) easements, rights of way, zoning ordinances and
other similar encumbrances affecting real property; (iv) imperfections of title or encumbrances
identified in the Title Commitments (defined below) other than those specifically identified in
Schedule 1.7(I); and (iv) other imperfections of title or encumbrances, if any, which are not
monetary in nature and that are not, individually or in the aggregate, material to the business of
the Hospital.
1.8
Excluded Assets. Notwithstanding anything to the contrary in Section 1.7, Sellers
shall retain all interests, rights and other assets owned directly or indirectly by it (or any of Sellers’
affiliates) which are not among the Assets, including, without limitation, the following interests,
rights and other assets of Sellers (collectively, the “Excluded Assets”):
(a)

cash, cash equivalents and short-term investments;

(b)
all QAF payments received prior to Closing under any QAF Program and,
in addition, (I) the Excluded Assets shall include all payments received or to be received by the
Hospital with respect to QAF V (the “QAF V Payments”), and (II) with respect to QAF VI, the
Excluded Assets shall include the “QAF VI Seller Net Payments” which shall be, with respect to
the Hospital, an amount equal to the product of: (A) all payments received or to be received by the
Hospital under the QAF Program in respect of QAF VI minus all payments already made, required
to be made in the future or to be offset by the government with respect to QAF VI, multiplied by
(B) the Closing Date Percentage. The “Closing Date Percentage” shall mean the percentage
derived by dividing the total number of days between July 1, 2019 and the Effective Time, by 915;
(c)
all Disproportionate Share Hospital Payments (“DSH”) received on or after
the Effective Time but calculated based on data from periods prior to the Effective Time (whether
received before or after the Effective Time and whether paid to Sellers or Purchaser);

(d)
all Sellers Plans (defined below) and the assets of all Sellers Plans and any
asset that would revert to the employer upon the termination of any Sellers Plan, including, without
limitation, any assets representing a surplus or overfunding of any Sellers Plan;
(e)
all contracts that are not Assigned Contracts and all risk sharing agreements
with independent physician associations (“IPAs”);
(f)
any Private Payor Agreement that is not a Transferred Private Payor
Agreement and any Managed Care Agreement that is not a Transferred Managed Care Agreement;
(g)
all collective bargaining agreements or other arrangements with unions
representing Sellers’ employees;
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(h)
all leases that have not been designated as Assigned Leases, and all
Contracts that have not been designated as Assigned Contracts and all rents, deposits,
prepayments, and similar amounts relating thereto;
(i)
the portions of Inventory, Prepaids, and other assets disposed of, expended
or canceled, as the case may be, by Sellers after the Signing Date and prior to the Effective Time
in the ordinary course of business;
(j)

assets owned by vendors of services or goods to the Hospital;

(k)

all of Sellers’ organizational or corporate record books, minute books and

tax records;
(l)
Except as set forth in Section 1.7(k) or 1.7(s) hereof (i.e., rights under
warranties and physical condition claims), all claims, counterclaims and causes of action of Sellers
or Sellers’ bankruptcy estate (including parties acting for or on behalf of Sellers’ bankruptcy estate,
including, but not limited to, the official committee of unsecured creditors appointed in the
Bankruptcy Case), including, without limitation, (A) causes of action arising out of any claims and
causes of action under chapter 5 of the Bankruptcy Code (“Avoidance Claims”), (B) any claims,
counterclaims and causes of action under applicable non-bankruptcy law (including claims,
counterclaims and causes of action against any health plan or other third party payors related to
services provided prior to the Effective Time), and (C) any rights to challenge liens asserted against
property of the Sellers’ bankruptcy estate (including, but not limited to, liens attaching to the
Purchase Price paid to the Sellers), and the proceeds from any of the foregoing; provided, however,
that Purchaser shall acquire and be deemed to release and waive as of the Effective Time all
Avoidance Claims against counterparties to Assigned Contracts and Assigned Leases solely to the
extent such avoidance claims arise from, or are in connection with, executory contracts and
unexpired leases assigned by the Sellers to Purchaser pursuant to Section 1.11 hereof;
(m)
Except as set forth in Section 1.7(s), all insurance policies and contracts and
coverages obtained by Sellers or listing Sellers as insured party, a beneficiary or loss payee,
including prepaid insurance premiums, and all rights to insurance proceeds under any of the
foregoing, and all subrogation proceeds related to any insurance benefits arising from or relating
to (i) Assets prior to the Licensure Date and/or (ii) Excluded Assets whether prior to or after the
Licensure Date;
(n)
all deposits made with any entity that provides utilities to the Hospital (the
“Utility Deposits”);
(o)
all unclaimed property of any third party as of the Effective Time, including,
without limitation, property which is subject to applicable escheat laws;
(p)

all bank accounts of Sellers, other than the Lockboxes as set forth in Section

1.7(o);
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(q)
all writings and other items that are protected from discovery by the
attorney-client privilege, the attorney work product doctrine or any other cognizable privilege or
protection;
(r)
the rights of Sellers to receive mail and other communications with respect
to Excluded Assets or Excluded Liabilities;
(s)

all tax refunds and tax assets of Sellers;

(t)
all documents, records, operating manuals and film pertaining to the
Hospital that the Parties agree that Sellers is required by law to retain;
(u)
all patient records and medical records which are not part of any electronic
medical record software transferred to Purchaser and are not required by law (including Section
351 of the Bankruptcy Code) to be maintained by Purchaser as of the Effective Time;
(v)
Excluded Asset;

any rights or documents relating to any Excluded Liability or other

(w)
all deposits or other prepaid charges and expenses paid in connection with
or relating to any other Excluded Assets and/or Excluded Liabilities;
(x)
any rights or remedies provided to Sellers under this Agreement and each
other document executed in connection with the Closing and the actions necessary to complete the
sale of the Hospital pursuant to this Agreement;
(y)
any rights or remedies, including deposits, against any individual or entity
arising pursuant to (including in connection with Sellers’ termination of) or relating to that certain
Asset Purchase Agreement dated January 8, 2019 between, inter alia, Sellers and Strategic Global
Management, Inc.;
(z)
any (i) personnel files for employees of Sellers who are not hired by
Purchaser; (ii) all documents, records, correspondence (including with respect to any employees),
work papers, patient records or other books and records that Sellers is required by Law to retain;
provided, however, that except as prohibited by Law and subject to ARTICLE 5, Purchaser shall
have the right to make copies of any portions of such retained books and records that relate to the
business of the Hospital as conducted before the Closing or that relate to any of the Assets; (iii)
documents which Sellers is not permitted to transfer pursuant to any contractual obligation owed
to any third party; (iv) documents primarily related to any Excluded Assets; and (v) documents
necessary to prepare tax returns (Purchaser shall be entitled to a copy of such documents). With
respect to documents necessary to prepare cost reports, Purchaser shall receive the original
document and Sellers shall be entitled to retain or request a copy of such documents;
(aa) any and all rights and entitlements of Sellers in respect of that certain
Settlement Agreement, executed as of April 29, 2019, by and between, on the one hand, Premier,
Inc., Premier Services, LLC (“Premier GP”), Premier Healthcare Alliance, L.P. (“Premier LP”),
Premier Healthcare Solutions, Inc. (“PHSI”) and each of Premier, Inc.’s other subsidiaries
(collectively and including Premier GP, Premier LP and PHSI, “Premier”), and on the other hand,
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VHS, as approved by the Bankruptcy Court by order entered on May 29, 2019 [Docket No. 2461],
including but not limited to the right to convert and exchange partnership interests arising under
that certain Amended and Restated Limited Partnership Agreement, effective as of October 1,
2013, as amended, by and among Premier LP, Premier GP and the limited partners of Premier LP
party thereto (including VHS); and
(bb)

any assets identified in Schedule 1.8(bb).

For the avoidance of doubt, Purchaser is not acquiring any asset owned by any affiliate of Sellers.
1.9
Transferred Obligations. Purchaser is not assuming any liabilities of Sellers.
Instead, on and after the Closing Date, Purchaser shall be responsible for and agrees to discharge,
perform and satisfy fully, on and after the Effective Time, the following liabilities and obligations
(collectively, the “Transferred Obligations”):
(a)
the Assigned Contracts, after Sellers pay the Cure Costs from the proceeds
of the Purchase Price;
(b)
the Purchase Price;

the Assigned Leases, after Sellers pay the Cure Costs from the proceeds of

(c)
all liabilities and obligations arising out of or relating to any act, omission,
event or occurrence connected with the use, ownership or operation by Purchaser of the Hospital
or any of the Assets on or after the Effective Time;
(d)
all liabilities and obligations related to the Hired Employees arising on or
following the Effective Time (which for avoidance of doubt, does not include any duties,
obligations or liabilities arising from or related to employment-related documentation required to
be maintained by such Seller prior to the Effective Time, including but not limited to,
documentation of I-9 compliance for Sellers’ employees and any alternative work schedule
compliance duties, obligations or liabilities that relate to Sellers’ employees);
(e)
all unpaid real and personal property taxes, if any, that are attributable to
the Assets after the Effective Time, subject to the prorations provided in Section 1.6;
(f)
all liabilities and obligations relating to utilities being furnished to the
Assets, subject to the prorations provided in Section 1.6;
(g)
any documentary, sales and transfer tax liabilities of Sellers incurred as a
result of the consummation of the transaction contemplated by this Agreement;
(h)

all liabilities or obligations provided for in Section 5.3; and

(i)

any other obligations and liabilities identified in Schedule 1.9(i).

1.10 Excluded Liabilities. Purchaser shall have those duties, obligations and liabilities
set forth in this Agreement, the IMA, the Leaseback Agreement, the Transition Services
Agreement, the Bill of Sale, the Transfer Agreement and the Real Estate Assignment(s) and shall
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be responsible for the Transferred Obligations. However, except as expressly set forth herein,
Purchaser is not assuming any liabilities of Sellers related to the Assets, Sellers’ employees or the
Hospitals, is purchasing the Assets free and clear of the Encumbrances except the Permitted
Exceptions (defined herein) and shall not be deemed a successor to Sellers or their estates by reason
of any theory of law or equity with respect to any claims or liens against Sellers or the Assets (the
“Excluded Liabilities”).
1.11 Designation of Assigned Contracts and Assigned Leases. Each Seller will assign
to Purchaser the Assigned Leases and such other contracts and leases as are subject to evaluation
by Purchaser for assumption or rejection (collectively “Evaluated Contracts”). At the later of (i)
5:00 p.m. pacific time on the day that is seven (7) calendar days prior to the date of the auction for
the Assets and (ii) the date the Purchaser submits its bid for the Assets: (A) Purchaser shall notify
Seller in writing signed and dated by Purchaser of which Evaluated Contracts are to be assigned
to Purchaser (the “Assigned Contracts”) and (B) Purchaser shall notify Seller in writing signed
and dated by Purchaser of which Evaluated Contracts are to be rejected by Seller (the “Rejected
Contracts”); provided, that Purchaser shall have the right to designate any contracts on the
Assigned Contract list as a Rejected Contract on or prior to 5:00 p.m. pacific time on the day that
is thirty (30) days prior to Closing Date, and Sellers shall have the absolute right to remove any
Evaluated Contract from the list of Assigned Contracts in order to preserve avoidance claims;
provided, however, that notwithstanding anything to the contrary, and to enable Sellers to comply
with the terms of the Bidding Procedures Order with respect to UnitedHealthcare Insurance
Company (“UnitedHealthcare”), Purchaser shall irrevocably designate all UnitedHealthcare
agreements as Assigned Contracts or Rejected Contracts by the date that is two (2) calendars days
after the Bankruptcy Court enters the Sale Order. The final list of Assigned Contracts at Closing
will appear on Schedule 1.7(d).
1.12

Accounts Receivable Reconciliation.

(a)
Sellers and Purchaser have mutually agreed that the target Accounts
Receivable amount that will be transferred from Sellers to Purchaser as of the Effective Time is
the A/R Target Amount. In connection with the Account Receivable reconciliation process,
Purchaser shall collect the Accounts Receivable during the one hundred thirty-five (135) day
period immediately following the Closing Date (collectively, the “Final A/R Collected”), and
within the thirty (30) day period thereafter, Purchaser shall provide Sellers, in good faith, a
schedule which provides an accounting of the Final A/R Collected (the “A/R Accounting
Schedule”), together with reasonably detailed schedules and data supporting such accounting.
(b)
After receipt of the A/R Accounting Schedule, Sellers shall have sixty (60)
days to review the A/R Accounting Schedule and the Final A/R Collected as proposed by
Purchaser, together with the work papers used in the preparation thereof, and have their
representatives and advisors review such A/R Accounting Schedule and proposed Final A/R
Collected. In connection with the review of the A/R Accounting Schedule and proposed Final A/R
Collected, Purchaser shall give, and shall cause its representatives and advisors to give, to Sellers
and their representatives and advisors reasonable access, upon reasonable prior notice, to the
books, records and other materials and the personnel of, and work papers prepared by or for,
Purchaser and its representatives and advisors, including to such historical financial information
relating to the Sellers and the Accounts Receivable as Sellers or their representatives or advisors
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may request, in each case, in order to permit the timely and complete review of the A/R Accounting
Schedule and proposed Final A/R Collected in accordance with this Section 1.12(b) and so long
as such access does not unreasonably interfere with the operations of the Purchaser.
(c)
If Sellers disagree with the A/R Accounting Schedule and/or proposed Final
A/R Collected, they shall notify Purchaser in writing within sixty (60) days after the date on which
Purchaser delivers such A/R Accounting Schedule and proposed Final A/R Collected to Sellers,
which shall include the items as to which they disagree and their calculation of such disputed
amounts with reasonable supporting detail (the “Statement of Objections”). Purchaser and Sellers
shall reasonably cooperate to resolve any such disagreements. If Purchaser and Seller are unable
to resolve all such disagreements on or before the date which is thirty (30) days following
notification by Sellers of any such disagreements, such disagreements shall be submitted to the
Bankruptcy Court for resolution. The A/R Accounting Schedule and Final A/R Collected shall
become final on the earlier of (i) failure by Sellers to deliver a Statement of Objections within the
time period required by this section; (ii) mutual written agreement by Sellers and Purchaser; or
(iii) a determination by the Bankruptcy Court.
(d)
Once the A/R Accounting Schedule and Final A/R Collected have become
final in accordance with Section 1.12(c), the following shall occur:
(i)
if the Final A/R Collected is more than the A/R Target Amount, then
such excess amount shall be paid by Purchaser to Sellers within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers, provided that, in no
event shall amounts of any governmental grants or awards directly or indirectly related to COVID19 be paid to Sellers under this Section 1.12(d)(i) (for the avoidance of doubt, any amounts of any
governmental grants or awards directly or indirectly related to COVID-19 must be removed from
the calculation of the Final A/R Collected to determine whether Purchaser owes to Sellers any
amount above the A/R Target Amount);
(ii)
if the Final A/R Collected is less than the A/R Target Amount, then
such deficit amount shall be paid by Sellers to Purchaser within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers (and if not paid,
Purchaser shall have the right to offset such amounts against Seller’s QAF VI Seller Net
Payments); or
(iii) if the Final A/R Collected is equal to the A/R Target Amount, then
no adjusting payments in respect of the Accounts Receivable shall be required by either Purchaser
or Sellers.
(e)
During the one hundred thirty-five (135) day period immediately following
the Closing Date Purchaser shall (i) use good faith, commercially reasonable best efforts to collect
the Accounts Receivable (including at least the efforts used by Purchaser to collect its other
receivables) within the one hundred thirty-five (135) day period immediately following the
Closing Date; (ii) not take any action for the purpose of or which would be reasonably likely to
result in any of the Accounts Receivable not being collected in a timely manner and within the one
hundred thirty-five (135) day period immediately following the Closing Date; and (iii) provide
Sellers with weekly written updates on its collection of the Accounts Receivable.
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1.13

Disclaimer of Warranties; Release.

(a)
THE ASSETS TRANSFERRED TO PURCHASER WILL BE SOLD BY
SELLERS AND PURCHASED BY PURCHASER IN THEIR PHYSICAL CONDITION AT
THE EFFECTIVE TIME, “AS IS, WHERE IS AND WITH ALL FAULTS AND
NONCOMPLIANCE WITH LAWS” WITH NO WARRANTIES, INCLUDING, WITHOUT
LIMITATION, THE WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE, SUITABILITY, USAGE, WORKMANSHIP, QUALITY,
PHYSICAL CONDITION, OR VALUE, AND ANY AND ALL SUCH OTHER
REPRESENTATIONS AND WARRANTIES ARE HEREBY EXPRESSLY DISCLAIMED,
AND WITH RESPECT TO THE LEASED REAL PROPERTY WITH NO WARRANTY OF
HABITABILITY OR FITNESS FOR HABITATION, INCLUDING, WITHOUT LIMITATION,
THE LAND, THE BUILDINGS AND THE IMPROVEMENTS. ALL OF THE PROPERTIES,
ASSETS, RIGHTS, LICENSES, PERMITS, PRIVILEGES, LIABILITIES, AND
OBLIGATIONS OF SELLERS INCLUDED IN THE ASSETS AND THE TRANSFERRED
OBLIGATIONS ARE BEING ACQUIRED OR RECEIVED “AS IS, WHERE IS” ON THE
CLOSING DATE AND IN THEIR PRESENT CONDITION, WITH ALL FAULTS. ALL OF
THE TANGIBLE ASSETS SHALL BE FURTHER SUBJECT TO NORMAL WEAR AND
TEAR AND NORMAL AND CUSTOMARY USE OF THE INVENTORY AND SUPPLIES IN
THE ORDINARY COURSE OF BUSINESS UP TO THE EFFECTIVE TIME.
(b)
Purchaser acknowledges that Purchaser has examined, reviewed and
inspected all matters which in Purchaser’s judgment bear upon the Purchase Price, the Assets, the
Sellers, the Hospital, the businesses of the Hospital and their value and suitability for Purchaser’s
purposes and, except for Sellers representations and warranties in ARTICLE 2, is relying solely
on Purchaser’s own examination, review and inspection of the Assets and Transferred Obligations.
Purchaser hereby releases Sellers and their affiliates from all responsibility and liability regarding
the condition, valuation, salability or utility of the businesses of the Hospital or the Assets, or their
suitability for any purpose whatsoever. Purchaser further acknowledges that the representations
and warranties of Sellers contained in ARTICLE 2 of this Agreement are the sole and exclusive
representations and warranties made by Sellers to Purchaser (including with respect to the
Hospital, the Assets and the Transferred Obligations) and shall expire, and be of no further force
or effect at the Closing.
ARTICLE 2
REPRESENTATIONS AND WARRANTIES OF SELLERS
Each Seller hereby represents, warrants and covenants to Purchaser, severally (and not
jointly) with respect to such Seller that the following matters are true and correct as of the Signing
Date, except as would not have a Material Adverse Effect (as defined below) upon the Assets, and
except as disclosed in the disclosure schedule, as may be amended pursuant to the terms of this
Agreement (the “Disclosure Schedule”), provided that the representations and warranties set forth
in Sections 2.1 (Authorization), 2.2 (Binding Agreement), 2.3 (Organization and Good Standing;
No Violation), 2.7 (Compliance with Legal Requirements), 2.8 (Required Consents), 2.10 (Title)

16
US_Active\114483166\V-7

and 2.13 (Legal Proceedings) (the “Sale Order Date Representations”) shall also be made as of
immediately prior to the entry of the Sale Order (the “Sale Order Date”):
The term “Material Adverse Effect” means any event, change or occurrence that,
individually or in the aggregate with other events, changes or occurrences, has had or would
reasonably be expected to have, a material adverse effect on the Sellers’ financial condition,
provided, that in determining whether a Material Adverse Effect has occurred, any degradation in
earnings and/or Receivables shall be excluded.
2.1
Authorization. Such Seller has all necessary corporate power and authority to enter
into this Agreement and, subject to Bankruptcy Court approval, to carry out the transactions
contemplated hereby.
2.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Sellers and, assuming due and valid execution by Purchaser, this Agreement
constitutes a valid and binding obligation of Sellers enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect (including, without limitation
approval of the Bankruptcy Court) and (b) limitations on the enforcement of equitable remedies.
2.3

Organization and Good Standing; No Violation.

(a)
Each of SFMC and VHS is a non-profit corporation duly organized, validly
existing and in good standing under the laws of the State of California. Verity Holdings is a limited
liability company duly organized, validly existing and in good standing under the laws of the State
of California. Each Seller has all necessary power and authority to own, operate and lease its
properties and to carry on its businesses as now conducted.
(b)
Neither the execution and delivery by such Seller of this Agreement nor the
consummation of the transactions contemplated hereby by such Seller nor compliance with any of
the material provisions hereof by such Seller, will violate, conflict with or result in a breach of any
material provision of such Seller’s articles of incorporation or bylaws or any other organizational
documents of such Seller.
2.4
Contracts. Except as set forth in Schedule 2.4, upon entry of the Sale Order and
payment of the Cure Costs, to Sellers’ knowledge, Sellers are not in breach or default of the
Assigned Contracts or Assigned Leases. No provision of this Section 2.4 shall apply to any failure
to obtain consents to the assignment of the Assigned Contracts and/or Assigned Leases from third
parties in connection with the assignment of such Assigned Contracts and/or Assigned Leases to
Purchaser (the “Contract and Lease Consents”).
2.5
Brokers and Finders. Except as set forth on Schedule 2.5, neither such Seller nor
any affiliate thereof, nor any officer or director thereof, have engaged or incurred any liability to
any finder, broker or agent in connection with the transactions contemplated hereunder.
2.6
Non-Contravention. Neither the execution and delivery by Sellers of this
Agreement and each Ancillary Agreement nor performance of any of the material provisions
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hereof by Sellers, will violate, conflict with or result in a breach of any material provisions of the
articles of incorporation or bylaws of Sellers.
2.7
Compliance with Legal Requirements. Except as set forth in Schedule 2.7, to the
knowledge of Sellers: each Seller, with respect to the operation of the Hospital, is in material
compliance with all applicable laws, statutes, ordinances, orders, rules, regulations, licenses,
certificates, judgments or decrees of all judicial or governmental authorities (federal, state, local,
foreign or otherwise) (collectively, “Legal Requirements”). Except as set forth in Schedule 2.7,
to the knowledge of Sellers, none of the Sellers, with respect to the operation of the Hospital, has
been charged in writing with or been given written notice of any material violation or any
obligation to take material remedial action under, any applicable Legal Requirements.
2.8
Required Consents. Except as set forth in Schedule 2.8, and other than in
connection with any Licenses, any provider agreements (including any such agreements with a
governmental authority) and the Attorney General, Sellers are not a party to or bound by, nor are
any of the Assets subject to, any mortgage, or any material lien, deed of trust, material lease, or
material contract or any material order, judgment or decree which, after giving effect to the Sale
Order (a) will require the consent of any third party to the execution of this Agreement or (b) will
require the consent of any third party to consummate the transactions contemplated by this
Agreement.
2.9

Environmental Matters

Sellers have provided Purchaser with the Phase I Environmental Site
Assessments in Seller’s electronic data room.
Except as disclosed in Schedule 2.9(b), to the knowledge of Sellers, the
operations of the Hospital are not in material violation of any applicable limitations, restrictions,
conditions, standards, prohibitions, requirements and obligations of Environmental Laws and
related orders of any court or any other governmental authority.
For the purposes of this Section, the term “Environmental Laws” shall
mean all state, federal or local laws, ordinances, codes or regulations relating to Hazardous
Substances or to the protection of the environment, including, without limitation, laws and
regulations relating to the storage, treatment and disposal of medical and biological waste. For
purposes of this Agreement, the term “Hazardous Substances” shall mean (i) any hazardous or
toxic waste, substance, or material defined as such in (or for the purposes of) any Environmental
Laws, (ii) asbestos-containing material, (iii) medical and biological waste, (iv) polychlorinated
biphenyls, (v) petroleum products, including gasoline, fuel oil, crude oil and other various
constituents of such products, and (vi) any other chemicals, materials or substances, exposure to
which is prohibited, limited or regulated by any Environmental Laws.
2.10 Title. Sellers have delivered at their own expense for all Owned Real Property (i)
preliminary title reports issued by Chicago Title Insurance Company (the “Title Commitments”)
and (ii) copies of or access to all material underlying title documents listed on the Title
Commitments.
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2.11

Certain Other Representations with Respect to the Hospitals.

Except as set forth in Schedule 2.11, all Licenses which are material and
necessary to the operation of the Hospital by SFMC are valid and in good standing and SFMC is
in compliance with the terms and conditions of all such Licenses in all material respects, in each
case except where the failure to be valid and in good standing or in compliance would not have a
Material Adverse Effect on the Assets. Except as set forth in Schedule 2.11, as of the Closing Date,
SFMC will have all material Licenses required under Legal Requirements to operate the Hospital
as presently operated by SFMC, except where the failure to have any such License would not have
a Material Adverse Effect on the Assets. To the knowledge of Sellers, no loss of any License is
pending or threatened.
SFMC is certified for participation in the Medicare, Medi-Cal and
TRICARE programs and any other federal or state health care reimbursement programs in which
SFMC participates, and has current and valid provider agreements with each such program, except
where the failure to be so certified or have such provider agreements would not have a Material
Adverse Effect.
SFMC has not been excluded from Medicare, Medi-Cal or any federal or
state health care reimbursement program, and, to the knowledge of Sellers, there is no pending or
threatened exclusion action by a governmental authority against SFMC.
2.12

Financial Statements.

Sellers have provided to Purchaser: (i) the unaudited balance sheets of the
Sellers as of June 30, 2018; (ii) unaudited income statements of the Sellers for the twelve-month
periods ended June 30, 2018; (iii) the audited consolidated income statements of Sellers for the
years ended 2016 and 2017; and (iv) the unaudited consolidated balance sheet of Sellers as of June
30, 2018 (collectively, the “Historical Financial Statements”).
the income statements contained in the Historical Financial Statements
present, fairly in all material respects the results of the operations of the Sellers as of and for the
periods covered therein and the balance sheets contained in the Historical Financial Statements (i)
are true, complete and correct in all material respects; (ii) present, fairly in all material respects the
financial condition of the Sellers as of the dates indicated thereon; and (iii) to the extent prepared
by an independent certified public accounting firm, have been prepared in accordance with
generally accepted accounting principles consistently applied throughout the periods covered,
except as disclosed therein.
2.13 Legal Proceedings. Except as set forth on Schedule 2.13, and except for any and all
cases and/or pleadings filed or to be filed in the Bankruptcy Court, which shall be available through
Sellers’ claims and noticing agent’s website at http://www.kccllc.com/VERITYHEALTH/, to the
knowledge of Sellers, there are no material claims, proceedings or investigations pending or
threatened with respect to the ownership of the Assets or the operation of the Hospital or the
Hospital by Sellers before any governmental authority. Except as set forth on Schedule 2.13, and
other than any action or proceeding brought in the Bankruptcy Court, to the knowledge of Sellers,
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Sellers are not subject to any government order with respect to the ownership or operation by
SFMC of the Hospital and SFMC is in substantial compliance with respect to any such government
order.
2.14 Employee Benefits. Sellers have provided Purchaser with a list of (i) each pension,
profit sharing, bonus, deferred compensation, or other retirement plan or arrangement of Seller
with respect to the operation of the Hospital, whether oral or written, which constitutes an
“employee pension benefit plan” as defined in Section 3(2) of ERISA, (ii) each medical, health,
disability, insurance or other plan or arrangement of Seller with respect to the operation of the
Hospital, whether oral or written, which constitutes an “employee welfare benefit plan” as defined
in Section 3(1) of ERISA, and (iii) each other employee benefit or perquisite provided by Seller
with respect to the operation of the Hospital, in which any employee of Seller participates in his/her
capacity as such (collectively, the “Seller Plans”).
2.15 Personnel. Sellers have provided Purchaser with a complete list (as of the date set
forth therein) of names, positions and current annual salaries or wage rates and scheduled bonus,
and the accrued paid time off pay of all employees of Sellers (including employees of the Hospital
and employees of VHS and Verity Holdings) immediately prior to March 31, 2020, whether such
employees are full time employees, part-time employees, on short-term or long-term disability or
on leave of absence pursuant to Sellers’s policies, the Family and Medical Leave Act of 1993 or
other similar Legal Requirements (the “Hospital Employees”) and indicating whether the Hospital
Employee is full- time or part-time. Sellers shall provide an updated list to Purchaser no later than
five (5) Business Days before the date scheduled for the Closing.
2.16 Insurance. Sellers have provided Purchaser with a list of all material insurance
maintained by Sellers with respect to the Assets, as of the Signing Date.
2.17 Receivables. To the knowledge of Sellers, all Receivables included in the Assets at
Closing result from the bona fide provision of products or services in the ordinary course of
business. All proceeds of Sellers’ Receivables are currently deposited, either electronically or
manually, into those bank accounts provided to Purchaser in Seller’s electronic data room.
2.18 Payor Contracts. To the knowledge of Sellers, and subject to Section 365 of the
Bankruptcy Code, Sellers have provided Purchaser with a complete list of all written contracts
with private third-party payors including insurance companies and HMOs. Sellers have provided
Purchaser with a true and correct copy of all material Payor Contracts.
2.19 Excluded Individuals. Except as set forth on Schedule 2.19, to the knowledge of
Sellers: neither Sellers, Hospital nor any director, officer or employee of Sellers or Hospital (a)
was, is or is proposed to be, suspended, excluded from participation in, or sanctioned under, any
federal or state health care program (including, without limitation, Medicare and Medicaid) (an
“Excluded Individual”); (b) has been convicted of any criminal offense related to the delivery of
any medical or health care services or supplies, or related to the neglect or abuse of patients; (c)
has failed to maintain its current License to provide the services required to be provided by it to or
on behalf of Sellers and Hospital; or (d) is unable to obtain or maintain liability insurance
consistent with commercially reasonable industry practices.
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2.20 Seller Knowledge. References in this Agreement to “Sellers’ knowledge” or “the
knowledge of Sellers” means the actual knowledge of the Chief Executive Officer and Chief
Financial Officer of the applicable Seller, without independent research. No constructive or
imputed knowledge shall be attributed to any such individual by virtue of any position held,
relationship to any other Person or for any other reason.
ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF PURCHASER
As an inducement to Sellers to enter into this Agreement and to consummate the
transactions contemplated by this Agreement, Purchaser hereby represents and warrants to Sellers
as to the following matters as of the Signing Date and as of the Closing Date:
3.1
Authorization. Purchaser has full power and authority to enter into this Agreement
and has full power and authority to perform its obligations hereunder and to carry out the
transactions contemplated hereby. No additional internal consents are required in order for
Purchaser to perform its obligations and agreements hereunder.
3.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Purchaser and, assuming due and valid execution by Sellers, this Agreement
constitutes a valid and binding obligation of Purchaser enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect, and (b) limitations on the
enforcement of equitable remedies.
3.3
Organization and Good Standing. Purchaser is a corporation duly organized,
validly existing and in good standing under the laws of the State of California, is or will be duly
authorized to transact business in the State of California, and has full power and authority to own,
operate and lease its properties and to carry on its business as now conducted.
3.4
No Violation. Except as set forth in Schedule 3.4, neither the execution and
delivery by Purchaser of this Agreement nor the consummation of the transactions contemplated
hereby nor compliance with any of the material provisions hereof by Purchaser will (a) violate,
conflict with or result in a breach of any material provision of the Articles of Incorporation, Bylaws
or other organizational documents of Purchaser or any contract, lease or other instrument by which
Purchaser is bound; (b) require any approval or consent of, or filing with, any governmental agency
or authority, (c) violate any law, rule, regulation, or ordinance to which Purchaser is or may be
subject, or (d) violate any judgment, order or decree of any court or other governmental agency or
authority to which Purchaser is subject.
3.5
Brokers and Finders. Neither Purchaser nor any affiliate thereof nor any officer or
director thereof has engaged any finder or broker in connection with the transactions contemplated
hereunder.
3.6
Representations of Sellers. Purchaser acknowledges that it is purchasing the Assets
on an “AS IS, WHERE IS” basis (as more particularly described in Section 1.12), and that
Purchaser is not relying on any covenant, representation, warranty (expressed or implied, oral or
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otherwise) made by or on behalf of Sellers, or any other provision of this Agreement, in entering
into and performing under this Agreement. Purchaser further acknowledges that Sellers are not
making any covenants, representations or warranties herein relating to the Assets or the operation
of the Hospital on or after the Effective Time.
3.7
Legal Proceedings. Except as described on Schedule 3.7, there are no claims,
proceedings or investigations pending or, to the best knowledge of Purchaser, threatened relating
to or affecting Purchaser or any affiliate of Purchaser before any court or governmental body
(whether judicial, executive or administrative) in which an adverse determination would adversely
affect Purchaser’s ability to consummate the transactions contemplated hereby. Neither Purchaser
nor any affiliate of Purchaser is subject to any judgment, order, decree or other governmental
restriction specifically (as distinct from generically) applicable to Purchaser or any affiliate of
Purchaser which would adversely affect Purchaser’s ability to consummate the transactions
contemplated hereby.
3.8
No Knowledge of Sellers’ Breach. Neither Purchaser nor any of its affiliates has
knowledge of any breach of any covenant, representation or warranty by Sellers or of any condition
or circumstance that would give Purchaser a right to terminate this Agreement pursuant to Section
9.1(c). If information comes to Purchaser’s attention on or before the Closing Date (whether
through Sellers or otherwise and whether before or after the Signing Date) which indicates that
Sellers have breached any of their covenants, representations, warranties or any other provision or
condition under this Agreement, then the effect shall be as if the covenants, representations and
warranties or any other provision or condition of this Agreement had been modified in accordance
with the actual state of facts existing prior to the Effective Time such that there will be no breach
under Sellers’ covenants, representations and warranties or any other provision or condition of this
Agreement in relation to such information; provided, further, that Purchaser must immediately
notify Sellers if any such breach comes to its attention on or before the Closing Date, and
Purchaser’s failure to so notify Sellers shall constitute a waiver by Purchaser of Sellers’ breach, if
any, of this Agreement or any ancillary agreements entered into pursuant to this Agreement. Upon
written request of Sellers, Purchaser shall promptly confirm and remake this representation in
writing.
3.9
Ability to Perform. Purchaser has the ability to obtain funds and at the Closing
shall have cash in amounts necessary to consummate the transactions contemplated by this
Agreement by means of cash, credit facilities or otherwise. Upon the earlier of ten (10) days after
satisfaction of Section 8.3 or five (5) days prior to the Closing Date, Purchaser shall have delivered
to Sellers true, correct and complete copies of (i) executed commitment letter(s) from one or more
banks or other lending institutions or sources (the “Debt Commitment Letter”), pursuant to
which, and subject to the terms and conditions thereof, the lender parties thereto have committed
to lend the amounts set forth therein to Purchaser for the purpose of funding the transactions
contemplated by this Agreement and (ii) any executed equity commitment letter(s) (the “Equity
Commitment Letter” and, together with the Debt Commitment Letter, the “Financing
Commitments”). The Financing Commitments provide sufficient funds to consummate the
transactions contemplated by this Agreement.
3.10 Investigation. Purchaser has been afforded reasonable access to, and has been
provided adequate time to review, the books, records, information, operations, facilities and
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personnel of Sellers and the Hospital for purposes of conducting a due diligence investigation of
Sellers and the Hospital. Purchaser has conducted a reasonable due diligence investigation of
Sellers and the Hospital and has received satisfactory answers to all inquiries it has made
respecting Sellers and the Hospital and has received all information it considers necessary to make
an informed business evaluation of Sellers and the Hospital. In connection with its due diligence
investigation of Sellers and the Hospital, Purchaser has not relied upon any books, records,
information, operations, facilities and personnel provided by Sellers, including in making its
determination to enter into this Agreement and/or consummate the transactions contemplated
hereby. Purchaser has completed all of its due diligence of Sellers and the Hospital and this
Agreement is not subject to any further due diligence of Sellers and the Hospital by Purchaser.
3.11 Purchaser Knowledge. References in this Agreement to “Purchaser’s knowledge”
or “the knowledge of Purchaser” means the actual knowledge of the Chief Executive Officer and
Chief Financial Officer of Purchaser, without independent research. No constructive or imputed
knowledge shall be attributed to any such individual by virtue of any position held, relationship to
any other Person or for any other reason.
ARTICLE 4
COVENANTS OF SELLERS
4.1

Access and Information; Inspections.

(a)
From the Signing Date through the Effective Time, (a) Sellers shall afford
to the officers and agents of Purchaser (which shall include accountants, attorneys, bankers and
other consultants and authorized agents of Purchaser) reasonable access during normal business
hours at Sellers’ corporate headquarters in Los Angeles, California to, and the right to inspect, the
books, accounts, records and all other relevant documents and information with respect to the
assets, liabilities and business of the Hospital and the plant and property of the Hospital at the
Hospital and (b) Sellers shall furnish Purchaser with such additional financial and operating data
and other information in Sellers’ possession as to the businesses and properties of the Hospital as
Purchaser or its representatives may from time to time reasonably request; provided, however, that
Sellers are not obligated to disclose information which is proprietary to Sellers and would not be
essential to the ongoing operation of the Hospital by Purchaser; provided, further, that all
disclosures of information shall be consistent with the confidentiality agreements and any other
non-disclosure agreements entered into (or to be entered into) among Purchaser, its representatives
and Sellers or their representatives. Purchaser’s right of access and inspection shall be exercised
in such a manner as not to interfere unreasonably with the operations of Sellers or the Hospital.
(b)
Notwithstanding anything contained herein, Sellers shall not be required to
provide Purchaser or its representatives or agents access to or disclose information where such
access or disclosure would violate the rights of its patients, jeopardize the attorney-client or similar
privilege with respect to such information or contravene any law, judgment, fiduciary duty or
contract entered into prior to or on the date of this Agreement with respect to such information.
4.2

Cooperation.
(a)

The Parties shall reasonably cooperate with each other and their respective
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authorized representatives and attorneys in: (a) all efforts to obtain all consents, approvals,
authorizations, clearances and licenses required to carry out the transactions contemplated by this
Agreement (including, without limitation, those of governmental and regulatory authorities), (b)
the preparation of any document or other material which may be required by any governmental
agency as a predicate to or result of the transactions contemplated in this Agreement, and (c)
Purchaser’s efforts to effectuate the assignment of Assigned Contracts to Purchaser as of the
Closing Date.
(b)
Except as may be otherwise requested by Sellers in order to comply with
applicable law or regulatory guidance, notwithstanding anything contained herein, other than
Bankruptcy Court orders and authorizations, it shall be Purchaser’s sole responsibility (including
payment of any fees, expenses, filing costs or other amounts) to obtain the Contract and Lease
Consents, as well as all governmental consents, approvals, assignments, authorizations, clearances
and licenses required to (x) carry out the transactions contemplated by this Agreement and/or (y)
transfer any of the Assets, including any Licenses, Transferred Managed Care Agreements and/or
Transferred Private Payor Agreements, not including the application required to be submitted to
the California Attorney General and the transfer of the Medicare Provider Agreement and the
Medi-Cal Provider Agreement, which are dealt with in Sections 5.8(c) and 4.5 hereto respectively.
Upon request, Sellers shall provide Seller-specific information that may be needed by Purchaser
to obtain such Contract and Lease Consents and such governmental consents, approvals,
assignments, authorizations, clearances and licenses.
(c)
Notwithstanding any provision to the contrary contained in this Agreement,
Sellers shall not be obligated to obtain the approval or consent to the assignment, to Purchaser, of
any Assigned Contracts or Assigned Leases, from any party to any of the Assigned Contracts or
Assigned Leases even if any such contract or lease states that it is not assignable without such
party’s consent.
4.3
Sellers’ Efforts to Close. Sellers shall use their reasonable commercial efforts to
satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to their or
Purchaser’s obligations under this Agreement to the extent that Sellers’ action or inaction can
control or materially influence the satisfaction of such conditions; provided, however, that Sellers
shall not be required to pay or commit to pay any amount to (or incur any obligation in favor of)
any person (other than any filing or application fees to the extent Sellers are responsible therefor
under this Agreement).
4.4
Termination Cost Reports. Sellers shall file all Medicare, Medi-Cal and any other
termination cost reports required to be filed as a result of the consummation of (a) the transfer of
the Assets to Purchaser and (b) the transactions contemplated by this Agreement, provided that
Purchaser shall fund reasonable costs and expenses of preparation, filing and audit of such reports.
Purchaser shall permit Sellers access to all Hospital books and records to prepare such reports and
shall assist Sellers in the process of preparing, filing, and reviewing the termination cost reports.
All such termination cost reports shall be filed by Sellers in a manner that is consistent with current
laws, rules and regulations. Sellers shall be responsible for filing governmental cost reports for all
periods through the day immediately preceding the Licensure Date. Purchaser shall be responsible
for their own cost report filings relating to the Hospital beginning on the Licensure Date.
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4.5
Medicare and Medi-Cal Enrollment. Sellers shall make commercially reasonable
efforts to expeditiously enter into settlement agreements with the Centers for Medicare and
Medicaid Services (“CMS”), with respect to the Medicare Provider Agreement, and the California
Department of Health Care Services (“DHCS”), with respect to the Medi-Cal Provider Agreement
or, alternatively, obtain Bankruptcy Court rulings that the Medicare Provider Agreement and/or
the Medi-Cal Provider Agreement may be transferred without the consent of CMS or DHCS, as
applicable, free and clear of Encumbrances and Excluded Liabilities and without successor
liability, to enable such agreements to be assigned to Purchaser. Between the Closing Date and
the Licensure Date, Purchaser may bill and collect for patient services under Seller’s health plan
agreements, pursuant to the terms of the IMA and Leaseback Agreement.
4.6
Transferred Private Payor Agreements. For purposes of this Section 4.6, the
following terms shall have the meanings set forth herein: (a) “Payor” means the non-debtor
counter-party to a Transferred Private Payor Agreement; (b) “Overpayment” means an
overpayment made by a Payor to SFMC on account of a Contracted Payment; (c) “Contracted
Payment” means the contractual reimbursement due from a Payor to SFMC under a Transferred
Private Payor Agreement for covered services rendered by Hospital under such agreement with a
date of service on or prior to the Effective Time. Purchaser agrees that, as a condition to the
assignment of any Transferred Private Payor Agreement on the Licensure Date, it shall honor any
defenses to the payment of, and shall permit recoupment against, an Account Receivable due from
Payor to Purchaser based on an Overpayment under such agreement, provided that, the
determination and allowance of any Overpayment shall remain subject to the terms and conditions
of the relevant Transferred Private Payor Agreement. Without limiting the scope of the foregoing
sentence, Purchaser acknowledges and agrees that (a) the Sale Order shall authorize a Payor to
continue to exercise its defenses to the payment to Purchaser of an Account Receivable based on
an Overpayment, and (b) Overpayments do not constitute Cure Costs under this Agreement. This
Section 4.6 shall satisfy the requirements under Sections 365(b) and (f) of the Bankruptcy Code.
Following the Licensure Date, pursuant to Section 365(k) of the Bankruptcy Code, the SFMC shall
be relieved and released from any obligation to any Payor on account of any Overpayment or
otherwise.
4.7
Hospital Operations. From the date of the Sale Order until the Closing, Sellers
shall, with respect to the operation of the Hospital, use commercially reasonable efforts (in each
case subject to actions relating to and impacts arising from the SARS-CoV-2 virus or mutations
therefrom or in connection with the disease COVID-19) to:
(a)
without regard to negative financial impacts or any Material Adverse Effect,
carry on Sellers’ operation of the Hospital consistent with past practice, but subject to the
Bankruptcy Cases and Sellers’ obligations and actions in connection therewith;
(b)
without regard to Material Adverse Effect, maintain in effect the insurance
coverages with respect to the Assets;
(c)
without regard to Material Adverse Effect, perform Sellers’ material
obligations under all Assigned Contracts with respect to the Assets in compliance with the
Bankruptcy Code;
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(d)
with respect to material deficiencies, if any, cited by any governmental
authority or accreditation body in the most recent surveys conducted by each, develop and
implement a plan of correction (without regard to Material Adverse Effect) that is reasonably
acceptable to such governmental authority or such accreditation body, but excluding any
deficiencies cited (i) by the Attorney General or (ii) with respect to seismic or OSHPD-related
requirements; provided, however, that Sellers may appeal any material deficiency citations under
applicable laws if a plan of correction is not accepted by the applicable governmental authority or
accreditation body which appeal shall satisfy Sellers obligations under this subsection;
(e)
following entry of the Sale Order, permit and allow reasonable access by
Purchaser and its representatives to make offers of post-Closing employment to any of Sellers’
personnel and to establish relationships with physicians, medical staff and others having business
relations with Sellers, provided, that any written materials shall be approved by Sellers prior to
being sent, and provided further that such actions by Purchaser do not unreasonably interfere with
Sellers’ operation of the Hospital;
(f)
timely file or cause to be filed all material reports, notices and tax returns
required to be filed and pay all required taxes as they come due, unless such failure would not have
a Material Adverse Effect; and
(g)
without regard to Material Adverse Effect, maintain all existing material
approvals, permits and environmental permits relating to the Hospital.
4.8
Interim Collections. Purchaser may bill and collect for patient services rendered
by Hospital between the Closing Date and the Licensure Date under Seller’s Private Payor
Agreements and Transferred Managed Care Agreements, pursuant to the terms of the IMA and
Leaseback Agreement.
4.9

Contract With Unions.

(a)
Promptly following the Signing Date, representatives of Sellers who are
parties to St. Francis related collective bargaining agreements and of the Purchaser, respectively,
shall meet and confer from time to time as reasonably requested by either Party to discuss strategic
business options including terms contained under all operative collective bargaining agreements.
The applicable Sellers and Purchaser shall each participate in all negotiations related to the
potential modification and assignment of specific Seller’s collective bargaining agreements to
Purchaser. The applicable Sellers shall use commercially reasonable efforts to initiate discussions
with Purchaser and unions and conduct discussions to renegotiate each collective bargaining
agreement currently in effect with each applicable union. The applicable Sellers will not
unreasonably withhold, condition or delay Bankruptcy Court approval of any successfully
renegotiated collective bargaining agreement. The Parties recognize that Seller’s failure to
conclude a successor collective bargaining agreement shall not be a breach of Sellers’ obligation
under this Agreement or otherwise excuse Purchaser’s obligations under this Agreement.
(b)
On or before the date that is thirty (30) days after the Sale Order Date, the
negotiations pursuant to Section 4.9(a) shall have resulted in each, such labor unions, agreeing to
either (i) either modification of the St. Francis related collective bargaining agreements under
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terms that are to be substantially consistent with the Purchaser’s existing and most current
collective bargaining agreements with each such respective labor union, and that settle all
liabilities under the existing Seller collective bargaining agreements that shall be assigned to
Purchaser, provided that there are shall be no cure obligations to the Sellers or (ii) enter into new
collective bargaining agreements that are substantially consistent with the Purchaser’s existing
collective bargaining agreements with each such respective labor union; provided, that if Purchaser
and each labor union have not entered into such agreements described in (i) or (ii) above, or have
entered into an agreement under (ii), then Sellers shall have the absolute right to file or take any
other action to reject and terminate any such collective bargaining agreement and, in such event,
the Bankruptcy Court shall have entered an order granting Sellers’ requested rejection of such
collective bargaining agreement prior to the Closing Date. In no event will Sellers be liable for
any obligations in respect of settlements described in this section.
4.10 Consulting Services. Subject to compliance with applicable Legal Requirements
and after entry of the Sale Order if the Purchaser is the Prevailing Bidder:
(a)
Purchaser shall provide consulting services to the Hospital for the period
prior to the Closing Date;
(b)
the consulting services provided by Purchaser may include, but not be
limited to, reviewing and advising SFMC regarding accounting and financial records, contracting,
billing and collection activities, compliance with law, any of the plans or actions proposed in the
following sentence, and other functions;
(c)
Sellers shall consider and implement any mutually reasonably agreed upon
plans and actions proposed by Purchaser to (a) assist the Hospital in meeting any seismic
compliance deadlines, (b) stabilize and improve the operations of the Hospital or (c) develop and
implement turnaround plans for the long-term viability of the Hospital; and
(d)
Purchaser shall have reasonable access to the business office and records of
the Hospital, which shall include reasonable access to the Hospital’s chief executive officer, chief
financial officer, chief operations officer or other equivalent personnel of the Hospital reasonably
necessary for Purchaser to perform the aforementioned consulting services.
Notwithstanding the foregoing, VHS, SFMC and their boards of directors shall at all times retain
ultimate control and governance over the assets and operation of the Hospital. Neither VHS nor
SFMC shall delegate to Purchaser any of the powers, duties and responsibilities required to own
or operate the Hospital or those that are retained by VHS and/or SFMC under law (including all
certificates and licenses issued under authority of law for ownership or operation of the Hospital).
For the period of time during which such consulting services are provided, Hospital and VHS shall
have the non-exclusive, royalty-free, unlimited license to use any implemented Purchaser-owned
intellectual property. Purchaser shall not charge Sellers any consulting fee for providing the
services described in this Section 4.11.
4.11 Cure Costs. On or about the Closing Date, Sellers (from the proceeds of the
Purchase Price) shall pay an amount equal to the Cure Costs to each counter party to an Assigned
Contract and Assigned Lease so that each such Assigned Contract and Assigned Lease may be
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assumed by Sellers and assigned to Purchaser in accordance with the provisions of Section 365 of
the Bankruptcy Code. For purposes of this Agreement, “Cure Costs”, means all amounts that
must be paid and all obligations that otherwise must be satisfied, including pursuant to Sections
365(b)(1)(A) and (B) of the Bankruptcy Code in connection with the assumption and/or
assignment of the Assigned Contracts and Assigned Leases to Purchaser as provided herein.
ARTICLE 5
COVENANTS OF PURCHASER
5.1
Purchaser’s Efforts to Close. Purchaser shall use its reasonable commercial efforts
to satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to its or Sellers’
obligations under this Agreement to the extent that Purchaser’s action or inaction can control or
materially influence the satisfaction of such conditions.
5.2
Consents. Purchaser shall be entitled, but not obligated, to seek to obtain the
Contract and Lease Consents. Purchaser shall be entitled, but not obligated, to solicit and seek to
obtain estoppel certificates from any third party to any Leased Real Property. Purchaser’s failure
to obtain any or all of the Contract and Lease Consents or estoppel certificates as of the Closing
Date shall not be a condition precedent to either Party’s obligation to consummate the Closing and
perform all transactions contemplated by this Agreement.
5.3

Certain Employee Matters.

(a)
Purchaser agrees to make offers of employment, effective as of the Effective
Time, to substantially all persons (whether such persons are full time employees, part-time
employees, on short-term or long-term disability or on leave of absence, military leave or workers
compensation leave) who, immediately prior to the Effective Time are: (i) employees of SFMC;
or (ii) employed by another Seller or affiliate and are listed on Schedule 5.3 (collectively, the
“Hospital Employees”). For the avoidance of doubt, the Hospital Employees shall not include
any employees of VHS or any other affiliate of Sellers unless such individual is listed on Schedule
5.3. Any of the Hospital Employees who accept an offer of employment with Purchaser as of or
after the Effective Time shall be referred to in this Agreement as the “Hired Employees.” All
employees who are Hired Employees shall cease to be employees of Sellers or its affiliates as of
the Closing Date.
(b)
After the Closing Date, Purchaser’s human resources department will give
reasonable assistance to Sellers and their affiliates with respect to Sellers’ and Sellers’ affiliates’
post-Closing administration of Sellers’ and Sellers’ affiliates’ pre-Closing employee benefit plans
for the Hospital Employees. Within five (5) days after the Closing Date, Purchaser shall provide
to Sellers a list of all the Hospital Employees who were offered employment by Purchaser but
refused such employment along with a list of all Hired Employees (which such list Purchaser shall
periodically update).
(c)
With respect to any collective bargaining agreements or labor contract with
respect to any union employees, Purchaser shall comply with the applicable laws, or to the extent
applicable, Bankruptcy Court orders relating to collective bargaining agreements or labor
contracts.
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(d)
The provisions of this Section 5.3 are solely for the benefit of the Parties,
and no employee or former employee or any other individual associated therewith or any employee
benefit plan or trustee thereof shall be regarded for any purpose as a third party beneficiary of this
Agreement, and nothing herein shall be construed as an amendment to any employee benefit plan
for any purpose.
5.4
Waiver of Bulk Sales Law Compliance. Purchaser hereby waives compliance by
Sellers with the requirements, if any, of Article 6 of the Uniform Commercial Code as in force in
any state in which the Assets are located and all other laws applicable to bulk sales and transfers.
5.5
Conduct Pending Closing. Prior to consummation of the transactions contemplated
hereby or the termination or expiration of this Agreement pursuant to its terms, unless Sellers shall
otherwise consent in writing, Purchaser shall not take any action or fail or omit to take any action
which would cause any of Purchaser’s representations and warranties set forth in ARTICLE 4 to
be inaccurate or untrue during the term of this Agreement and as of the Closing.
5.6
Resale Certificate. Purchaser agrees to furnish to Sellers any resale certificate or
certificates or other similar documents reasonably requested by Sellers to comply with or obtain
an exemption from pertinent excise, sales and use tax laws.
5.7
Operating Covenant. Purchaser shall act in good faith in fulfilling its obligations
under this Agreement.
5.8

Governmental Approvals.

(a)
Best Efforts. Purchaser (a) shall use its best efforts to secure, as promptly
as possible after the Signing Date, all consents, approvals (or exemptions therefrom),
authorizations, clearances and licenses required to be obtained from governmental and regulatory
authorities in order to carry out the transactions contemplated by this Agreement and to cause all
of its covenants and agreements to be performed, satisfied and fulfilled, and (b) will provide such
other information and communications to governmental and regulatory authorities as Sellers or
such authorities may reasonably request. Purchaser is responsible for all filings with and requests
to governmental authorities necessary to enable Purchaser to operate the Hospital at and after the
Licensure Date. Purchaser acknowledges that Sellers may independently contact governmental
and regulatory authorities as part of this process.
(b)
Change of Ownership Applications. Purchaser shall, promptly, but no later
than ten (10) business days after the entry of the Sale Order, or sooner if required by applicable
governmental or regulatory authorities, file all applications, licensing packages and other
documents with all applicable governmental and regulatory authorities which are necessary for the
operation of a hospital and the consummation of the transactions hereunder, including the hospital
license change of ownership application with CDPH, the hospital pharmacy change of ownership
application with the BOP, and the Medicare and Medi-Cal change-of-ownership applications.
(c)
Attorney General Application. Purchaser and Sellers shall, promptly, but
no later than five (5) business days after the date of the Sale Order, file with the California Attorney
General (the “Attorney General”), the application and report forms required for the transactions
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contemplated hereby and any supplemental information that may be reasonably requested in
connection therewith pursuant to Title 11, Division 1, Chapter 15, Section 999.5 of the California
Code of Regulations (“Section 999.5”), which application and report forms and supplemental
information will comply in all material respects with the requirements of such regulations and shall
state that Purchaser agrees to close the transactions contemplated by this Agreement so long as
any conditions imposed by the Attorney General are not materially more burdensome than the
conditions attached hereto as Exhibit 5.8(c) (the “Accepted Conditions”). Purchaser shall pay all
fees (including, without limitation, attorneys’ fees) required of Purchaser or Sellers with respect
to the preparation and submission of the application, hearings, expert reports, Attorney General
attorney review time, reports and other requirements of the Attorney General under Section 999.5.
Each of Purchaser and Sellers shall furnish to the other such information and assistance as the
other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, the Attorney General, and each of Purchaser and Sellers shall keep the other
promptly apprised of any communications with, and inquires or requests for information from, the
Attorney General. Purchaser shall take such action as may be required by the Attorney General in
order to resolve with the minimum practicable delay any objections the Attorney General may
have to the transactions contemplated by this Agreement under Section 999.5. For any late
submission of the Attorney General application, at Seller’s election, either the Purchase Price shall
be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.
(d)
HSR Filing. Purchaser and Sellers shall, promptly, but no later than five (5)
business days after the date of the Sale Order, file with the Federal Trade Commission and the
Department of Justice the notification and report forms required for the transactions contemplated
hereby and any supplemental information that may be reasonably requested in connection
therewith pursuant to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the
“HSR Act”), which notification and report forms and supplemental information will comply in all
material respects with the requirements of the HSR Act. Purchaser shall pay all filing fees required
of Purchaser or Sellers with respect to the notification, report and other requirements of the HSR
Act. Each of Purchaser and Sellers shall furnish to the other such information and assistance as
the other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, any governmental authority under the HSR Act, and each of Purchaser and Sellers
shall keep the other promptly apprised of any communications with, and inquires or requests for
information from, such governmental authorities. Purchaser shall take such action (including
divestitures or hold separate arrangements) as may be required by any governmental authority in
order to resolve with the minimum practicable delay any objections such governmental authorities
may have to the transactions contemplated by this Agreement under the HSR Act. For any late
submission of the application under the HSR Act, at Seller’s election, either the Purchase Price
shall be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.
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ARTICLE 6
BANKRUPTCY COURT APPROVAL
6.1

Bankruptcy Court Approval.

(a)
Sellers and Purchaser acknowledge that this Agreement has been solicited
in conformity with the Bidding Procedures approved by the Bankruptcy Court on February 26,
2020 [Docket No. 4165] (the “Bid Procedures Order”), and that the sale of the Assets and the
assignment of the Assigned Contracts and Assigned Leases remain subject to Bankruptcy Court
approval. Purchaser further acknowledges that this Agreement and the transactions contemplated
hereby are subject to Sellers’ right and ability to consider higher or better competing bids with
respect to the Assets subject to the terms of the Bid Procedures Order. Pursuant to the Bid
Procedures Order, Purchaser shall, if its bid is determined to be the second highest bid, serve as a
back-up bidder (the “Back-up Bidder”) and, subject to the provisions of the Bid Procedures Order
with respect to the retention of the Deposit, keep Purchaser’s bid to consummate the transactions
contemplated by this Agreement on the terms and conditions set forth in this Agreement (as the
same may be modified with the written consent of Purchaser in any auction under the Bid
Procedures Order) open and irrevocable until the earlier of (i) (a) 5:00 p.m. pacific time on the
date which is thirty (30) days after the entry by the Bankruptcy Court of the Sale Order; or (b) 5:00
p.m. pacific time on May 31, 2020 (the “Outside Back-up Date”), or (ii) the date of closing of an
alternative transaction with the bidder who prevails at the auction (the “Prevailing Bidder”).
Following the entry of the Sale Order and prior to the Outside Back-up Date, if the Prevailing
Bidder breaches or fails to perform its obligations under the terms and conditions of its respective
transaction documents and Sellers terminate such agreement with the Prevailing Bidder, the Backup Bidder will be deemed to have the new prevailing bid, and the Bankruptcy Court order
approving the sale to the Prevailing Bidder shall provide that Sellers will be authorized, without
further order of the Bankruptcy Court, to consummate the transactions contemplated by this
Agreement on the terms and conditions set forth in this Agreement (as the same may be modified
with the written consent of Purchaser in the auction) with the Back-up Bidder.
(b)
Purchaser further acknowledges that this Agreement is subject to
termination, up to the time of entry of the Sale Order, except to the extent otherwise provided in
the Bid Procedures Order, in the event Sellers in the reasonable exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ Assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code.
(c)
Sellers shall, at any hearing to consider approval of this Agreement (the
“Sale Hearing”), exercise reasonable efforts to expeditiously obtain a “Sale Order” approving this
Agreement subject to the reasonable exercise of their fiduciary duties to consider and accept a
higher and better offer for Sellers’ assets in accordance with the Bankruptcy Code and this
Agreement. For purposes of this Agreement, the term “Sale Order” shall mean an order of the
Bankruptcy Court in form and substance reasonably acceptable to Purchaser, authorizing the sale
of the Assets pursuant to Section 363(b) of the Bankruptcy Code (including the Sellers’ assumption
and assignment to Purchaser of the Assigned Contracts and Assigned Leases pursuant to Section
365 of the Bankruptcy Code) on the terms and conditions set forth herein, free and clear of all
Encumbrances (other than Permitted Exceptions) and Excluded Liabilities, including, for the
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avoidance of doubt, any successor liability, to the maximum extent permitted by the Bankruptcy
Code. For the avoidance of doubt, in the event the Sale Order is not in form and substance
reasonably acceptable to Purchaser, Purchaser may, at its sole election, terminate the transaction
proposed hereby.
(d)
Sellers agree, subject to the reasonable exercise of their fiduciary duties, to
expeditiously seek a Bankruptcy Court determination that Purchaser is a good faith purchaser
within the meaning of Section 363(m) of the Bankruptcy Code and in good faith to file such
declarations and other evidence as may be required to support a determination.
(e)
Sellers shall seek expeditiously an order from the Bankruptcy Court
retaining jurisdiction over all matters relating to claims against Sellers, whether or not arising in
connection with this Agreement, solely in the Bankruptcy Court.
6.2
Appeal of Sale Order. In the event an appeal is taken or a stay pending appeal is
requested from the Sale Order, Sellers shall immediately notify Purchaser of such appeal or stay
request and shall provide to Purchaser promptly a copy of the related notice of appeal or order of
stay. Sellers shall also provide Purchaser with written notice of any motion or application filed in
connection with any appeal from either of such orders. In the event of an appeal of the Sale Order,
Sellers shall be primarily responsible for drafting pleadings and attending hearings as necessary to
defend against the appeal.
6.3
Bidding Procedures. Sellers and Purchaser shall comply with the terms of the Bid
Procedures Order. Sellers shall sign this Agreement as and when permitted pursuant to the Bid
Procedures Order and the Sale Order.
(a) Any Competing Bidder (as defined in the Bid Procedures) must be a Qualified
Bidder (as defined in the Bid Procedures Order) under the conditions set forth in the Bid
Procedures without waiver thereof or extension of any timing or similar conditions. Purchaser is
irrevocably deemed to be a Qualified Bidder.
(b) The Sellers shall immediately upon determination that a bid is a Qualified Bid,
simultaneously provide to all Qualified Bidders copies of all other Qualified Bids.
ARTICLE 7
CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS
Sellers’ obligation to sell the Assets and to close the transactions as contemplated by this
Agreement shall be subject to the satisfaction of each of the following conditions on or prior to the
Closing Date unless specifically waived in writing by Sellers in whole or in part at or prior to the
Closing:
7.1
Signing and Delivery of Instruments. Purchaser shall have executed and delivered
all documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
7.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
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Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
7.3
Governmental Submissions. Purchaser shall have submitted the hospital license
change of ownership application to CDPH and the hospital pharmacy change of ownership
application to the BOP.
7.4
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c).
7.5

Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale

Order.
7.6
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
ARTICLE 8
CONDITIONS PRECEDENT TO OBLIGATIONS OF PURCHASER
Purchaser’s obligation to purchase the Assets and to close the transactions contemplated
by this Agreement shall be subject to the satisfaction of each of the following conditions on or
prior to the Closing Date unless specifically waived in writing by Purchaser in whole or in part at
or prior to the Closing.
8.1
Signing and Delivery of Instruments. Sellers shall have executed and delivered all
documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
8.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
8.3
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c). In the event the Attorney General
imposes conditions on the transactions contemplated by this Agreement, or on Purchaser in
connection therewith which are materially more burdensome than the Purchaser Approved
Conditions set forth on Exhibit 5.8(c) (the “Additional Conditions”), Sellers shall file a motion
with the Bankruptcy Court seeking the entry of an order (“Supplemental Sale Order”) finding
that the Additional Conditions are an “interest in property” for purposes of 11 U.S.C. § 363(f), and
that the Assets can be sold free and clear of the Additional Conditions without the imposition of
any other conditions, which would adversely affect the Purchaser. For purposes of this Section
8.3, Additional Conditions which individually or collectively impose a direct or indirect cost to
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Purchaser of Five Million Dollars ($5,000,000), or more, shall be conclusively deemed to be
“materially more burdensome.” If Sellers fail to obtain such Supplemental Sale Order within sixty
(60) days of the Attorney General’s imposition of Additional Conditions, Purchaser (at its sole
discretion) shall be entitled to terminate this Agreement and receive the return of its Deposit or
elect to extend such sixty (60) day period. Upon the entry of such an order from the Bankruptcy
Court, and so long as such order is not stayed, Purchaser shall be required to consummate the
transactions contemplated by this Agreement. If Sellers do not obtain such an order, or such order
does not relieve the Additional Conditions to the satisfaction of Purchaser, Purchaser shall not be
required to consummate the transactions contemplated by this Agreement.
8.4
Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale
Order and made a finding that Purchaser is a “good faith” purchaser, and such order shall not
subject to any stay.
8.5
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
8.6
Medicare and Medi-Cal Provider Agreement. Following consultation with
Purchaser, Sellers shall have obtained agreements with CMS and DHCS or an order from the
Bankruptcy Court that has not been stayed with respect to the transfer of the Medicare Provider
Agreement and/or the Medi-Cal Provider Agreement, such that (a) all liabilities, obligations and
Encumbrances under the Medicare/Medi-Cal Agreements are fully satisfied, discharged, and
released with regard to any claims under the Medicare/Medi-Cal Agreements, whether known or
unknown, that CMS or DHCS has against the Sellers or Purchaser for liabilities and obligations
arising under the Medicare/Medi-Cal Agreements before the Effective Time, and (b) the
Medicare/Medi-Cal Agreements will be transferred to Purchaser as of the Effective Time free and
clear of such pre-Closing liabilities, obligations and Encumbrances; provided, however, that
Purchaser acknowledges and agrees that it may be treated by CMS and DHCS as the successor to
the quality history associated with the relevant Medicare/Medi-Cal Agreements assigned and, for
purposes of survey and certification issues associated with such quality history, Purchaser may be
treated as if it is the relevant Seller and no change of ownership occurred.
8.7
Collective Bargaining Agreements and Labor Contracts. Sellers shall have
satisfied, in all material respects, their obligations set forth in Section 4.9(b). For the avoidance
of doubt, in the event that Purchaser and each labor union has not entered into an agreement
described in Section 4.9(b)(i) or (ii), then material satisfaction of Section 4.9(b) means that Seller
has filed or taken action to reject and terminate any such collective bargaining agreement and that
the Bankruptcy Court has entered an order granting Seller’s requested rejection of such collective
bargaining agreement prior to the Closing Date.
ARTICLE 9
TERMINATION
9.1

Termination. This Agreement may be terminated at any time prior to Closing:
(a)

by the mutual written consent of the Parties;
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(b)
by Sellers if a material breach of this Agreement has been committed by
Purchaser and such breach has not been (i) waived in writing by Sellers or (ii) cured by Purchaser
to the reasonable satisfaction of Sellers within fifteen (15) business days after Sellers provide
Purchaser of a written notice which describes the nature of such breach and acceptable cure
actions; provided, however, Sellers shall not be permitted to terminate this Agreement pursuant to
this Section 9.1(b) if Sellers are also in material breach of this Agreement;
(c)
by Purchaser if Purchaser has complied with Section 3.8 and a material
breach of this Agreement has been committed by Sellers, which material breach has resulted, or
would more likely than not result, in a Material Adverse Effect on the Assets taken as a whole,
and such breach has not been (i) waived in writing by Purchaser or (ii) cured by Sellers to the
reasonable satisfaction of Purchaser within fifteen (15) business days after Purchaser provides
Sellers of a written notice which describes the nature of such breach and acceptable cure actions;
provided, however, Purchaser shall not be permitted to terminate this Agreement pursuant to this
Section 9.1(c) if Purchaser is also in material breach of this Agreement;
(d)
by Purchaser if satisfaction of any condition in ARTICLE 8 is or becomes
impossible and Purchaser has not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Purchaser to comply with its obligations under this Agreement or (ii) Sellers’ failure to
provide their closing deliveries on the Closing Date as a result of Purchaser not being ready, willing
and able to close the transaction on the Closing Date);
(e)
by Sellers if satisfaction of any such condition in ARTICLE 7 is or becomes
impossible and Sellers have not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Sellers to comply with their obligations under this Agreement or (ii) Purchaser’s failure
to provide its closing deliveries on the Closing Date as a result of Sellers not being ready, willing
and able to close the transaction on the Closing Date);
(f)
by either Purchaser or Sellers if the Bankruptcy Court enters an order
dismissing the Bankruptcy Case prior to the sale closing or fails to approve the sale of the Assets
to Purchaser;
(g)
by Sellers in the event Sellers in the exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code;
(h)
by Purchaser in the event that its Back-Up Bidder status has expired in
accordance with the Bid Procedures Order and/or the terms of this Agreement; and
(i)
by either Purchaser or Sellers if the Closing has not occurred (other than
through the failure of any Party seeking to terminate this Agreement to comply fully with its
obligations under this Agreement) on or before September 1, 2020 (the “Termination Date”);
provided, that the Termination Date shall be extended in the event the conditions set forth in
Section 7.4 and Section 8.3 have not been satisfied (but the conditions to Closing in Article 7 and
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Article 8 have otherwise been satisfied other than such conditions that are to be satisfied by
payments and deliveries to be made at the Closing) to the earlier of (A) ten (10) business days after
the satisfaction of the conditions set forth in Section 7.4 and Section 8.3 or (B) December 31, 2020.
9.2
Termination Consequences. If this Agreement is terminated pursuant to Section
9.1: (a) all further obligations of the Parties under this Agreement shall terminate, other than
Purchaser’s right to receive a return on the Deposit in accordance with Section 1.2 and a break-up
fee in accordance with the Bidding Procedures, and provided that the provisions of ARTICLE 11
shall survive, and (b) each Party shall pay the costs and expenses incurred by it in connection with
this Agreement; provided, however, that in the case of any termination based on Section 9.1(b) or
Section 9.1(c), the consequences of such termination shall be determined in accordance with
ARTICLE 11 hereof. Each Party acknowledges that the agreements contained in this Section 9.2
are an integral part of the transactions contemplated by this Agreement, that without these
agreements such Party would not have entered into this Agreement.
9.3
Additional Termination Consequences. In the event that Purchaser is not the
winning bidder as defined in the Bidding Procedures order, Purchaser shall be paid the Stalking
Horse Bidder Protections in accordance with the Bidding Procedures Order.
ARTICLE 10
POST-CLOSING MATTERS
10.1 Excluded Assets. Subject to Section 10.2 hereof, any Excluded Asset (or proceeds
thereof) (a) pursuant to the terms of this Agreement, (b) as otherwise determined by the Parties’
mutual written agreement or (c) absent such agreement, as determined by adjudication by the
Bankruptcy Court, which comes into the possession, custody or control of Purchaser (or its
respective successors-in-interest, assigns or affiliates) shall, within ten (10) business days
following receipt, be transferred, assigned or conveyed by Purchaser (and its respective
successors-in-interest, assigns and affiliates) to Sellers without imposing any charge to Sellers for
Purchaser’s transfer, storage, handling or holding of same on and after the Effective Time.
Purchaser (and its respective successors-in-interest, assigns and affiliates) shall have neither the
right to offset amounts payable to Sellers under this Section 10.1 against, nor the right to contest
its obligation to transfer, assign and convey to Sellers because of, outstanding claims, liabilities or
obligations asserted by Purchaser against Sellers. If Purchaser does not remit any monies included
in the Excluded Assets (or proceeds thereof) to Sellers in accordance with the first sentence of this
Section 10.1, such withheld funds shall bear interest at the Prime Rate in effect on the calendar
day upon which such payment was required to be made to Sellers (the “Excluded Asset Due
Date”) plus five percent (5%) (or the maximum rate allowed by law, whichever is less), such
interest accruing on each calendar day after the Excluded Asset Due Date until payment of the
Excluded Assets and all interest thereon is made to Sellers.
10.2

Preservation and Access to Records After the Closing.

(a)
From the Licensure Date until seven (7) years after the Licensure Date or
such longer period as required by law (the “Document Retention Period”), Purchaser shall keep
and preserve all medical records, patient records, medical staff records and other books and records
which are among the Assets as of the Effective Time, but excluding any records which are among
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the Excluded Assets. Purchaser will afford to the representatives of Sellers, any of their affiliates,
the Official Committee of the Unsecured Creditors of the Sellers, Sellers’ estate representative or
any liquidating trustee of the Sellers’ bankruptcy estate (“Seller Parties”), including their counsel
and accountants, full and complete access to, and copies (including, without limitation, color laser
copies) of, such records with respect to time periods prior to the Licensure Date (including, without
limitation, access to records of patients treated at the Hospital prior to the Licensure Date) during
normal business hours after the Licensure Date, to the extent reasonably needed by any Seller Party
for any lawful purpose. Purchaser acknowledges that, as a result of entering into this Agreement
and operating the Hospital, it will gain access to patient records and other information which are
subject to rules and regulations concerning confidentiality. Purchaser shall abide by any such rules
and regulations relating to the confidential information it acquires. Purchaser shall maintain the
patient and medical staff records at the Hospital in accordance with applicable law and the
requirements of relevant insurance carriers. After the expiration of the Document Retention
Period, if Purchaser intends to destroy or otherwise dispose of any of the documents described in
this Section 10.2(a), Purchaser shall provide written notice to Sellers of Purchaser’s intention no
later than forty-five (45) calendar days prior to the date of such intended destruction or disposal.
Any of the Seller Parties shall have the right, at its sole cost, to take possession of such documents
during such forty-five (45) calendar day period. If any of the Seller Parties do not take possession
of such documents during such forty-five (45) calendar day period, Purchaser shall be free to
destroy or otherwise dispose of such documentation upon the expiration of such forty-five (45)
calendar day period.
(b)
Provided that Purchaser shall not incur any out of pocket costs, Purchaser
shall give full cooperation to the Seller Parties and their insurance carriers in connection with the
administration of Sellers’ estate, including, without limitation, in connection with all claims,
actions, causes of action or audits relating to the Excluded Assets, Excluded Liabilities or preClosing operation of the Sellers or the Hospital that any Seller Party may elect to pursue, dispute
or defend, in respect of events occurring prior to the Licensure Date with respect to the operation
of the Hospital. Such cooperation shall include, without limitation, making the Hired Employees
available for interviews, depositions, hearings and trials and other assistance in connection with
the administration of Sellers’ estate and such cooperation shall also include making all of its
employees available to assist in the securing and giving of evidence and in obtaining the presence
and cooperation of witnesses (all of which shall be done without payment of any fees or expenses
to Purchaser or to such employees. In addition, Sellers and Sellers’ affiliates shall be entitled to
remove from the Hospital originals of any such records, but only for purposes of pending litigation
involving the persons to whom such records refer, as certified in writing prior to removal by
counsel retained by Sellers or any of Sellers’ affiliates in connection with such litigation. Any
records so removed from the Hospital shall be promptly returned to Purchaser following Sellers’
or its applicable affiliate’s use of such records.
(c)
In connection with (i) the transition of the Hospital pursuant to the
transaction contemplated by this Agreement, (ii) Sellers’ rights to the Excluded Assets, (iii) any
claim, audit, or proceeding, including, without limitation, any tax claim, audit, or proceeding and
(iv) the Sellers’ obligations under the Excluded Liabilities, Purchaser shall after the Effective Time
give Sellers access during normal business hours to Purchaser’s books, personnel, accounts and
records and all other relevant documents and information with respect to the assets, liabilities and
business of the Hospital as representatives of Sellers and Sellers’ affiliates may from time to time
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reasonably request, all in such manner as not to unreasonably interfere with the operations of the
Hospital.
(d)
Purchaser and its representatives shall be given access by Sellers during
normal business hours to the extent reasonably needed by Purchaser for business purposes to all
documents, records, correspondence, work papers and other documents retained by Sellers
pertaining to any of the Assets prior to the Effective Time (excluding confidential employee
information, privileged materials and patient records), all in such manner as to not interfere
unreasonably with Sellers. Such documents and other materials shall be, at Sellers’ option, either
(i) copied by Sellers for Purchaser at Purchaser’s expense, or (ii) removed by Purchaser from the
premises, copied by Purchaser and promptly returned to Sellers.
(e)
Purchaser shall comply with, and be solely responsible for, all obligations
under the Standards for Privacy of Individually Identifiable Health Information (45 CFR Parts 160
and 164) promulgated pursuant to the Health Insurance Portability and Accountability Act of 1996
and any and all corresponding California state law requirements with respect to the operation of
the Hospital on and after the Licensure Date.
(f)
Purchaser shall cooperate with Sellers, on a timely basis and as reasonably
requested by Sellers, in connection with the provision of all data of the Hospital and other
information required by Sellers for reporting purposes, including without limitation QAF or DSH
reporting.
(g)
To the maximum extent permitted by law, if any Person requests or
demands, by subpoena or otherwise, any documents relating to the Excluded Liabilities or
Excluded Assets, including without limitation, documents relating to the operations of any of the
Hospital or any of the Hospital’s committees prior to the Licensure Date, prior to any disclosure
of such documents, Purchaser shall notify Sellers and shall provide Sellers with the opportunity to
object to, and otherwise coordinate with respect to, such request or demand.
10.3 Provision of Benefits of Certain Contracts. Notwithstanding anything contained
herein to the contrary, this Agreement shall not constitute an agreement to assign any Assigned
Contract or Assigned Lease, if, notwithstanding the provisions of Sections 363 and 365 of the
Bankruptcy Code, an attempted assignment thereof, without the consent of the third party thereto,
would constitute a breach thereof or in any way negatively affect the rights of Sellers or Purchaser,
as the assignee of such Assigned Contract or Assigned Lease, as the case may be, thereunder. If,
notwithstanding the provisions of Sections 363 and 365 of the Bankruptcy Code, such consent or
approval is required but not obtained, Sellers will cooperate with Purchaser in any reasonable
arrangement designed to both (a) provide Purchaser with the benefits of or under any such
Assigned Contract or Assigned Lease, and (b) cause Purchaser to bear all costs and obligations of
or under any such Assigned Contract or Assigned Lease. Further, notwithstanding anything
contained in this Agreement to the contrary, this Agreement shall not constitute an agreement to
assign any Account Receivable the assignment of which is either prohibited by law or by the terms
of any contract with a payor without the consent of such payor.
10.4 General Cooperation and Turnover Obligations. The Parties shall cooperate to
ensure that any and all payments that constitute “Excluded Assets” shall be paid to and received
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by Sellers, with any payments that constitute “Assets” transferred to Purchaser pursuant to Section
1.7 or that otherwise arise from services rendered by Purchaser on or after the Licensure Date be
paid to and received by Purchaser. In this regard, for a period of two (2) years after the Effective
Date (“Turnover Period”), the Parties shall, within ten (10) business days of receipt, copy and
send to the other Party copies (either in hard copy or via electronic file) of all remittance advices
for all deposits to all Lockboxes or other bank accounts for the Receivables, from whatever payor
or source of funds, that are received on and after the Effective Time. In the event that payments
that constitute a transferred Asset are deposited to a bank account of Sellers which is not
automatically swept or transferred to Purchaser, then Sellers, within ten (10) days of notice of the
receipt of such payments shall turnover and pay Purchaser said funds. In the event that a deposit
representing payment of any Excluded Assets is received by Purchaser, then Purchaser, within ten
(10) days of notice of the receipt of funds representing any Excluded Assets, shall turnover and
pay Sellers such funds. Each Party shall have the right, within three (3) months after the expiration
of the Turnover Period, to audit by an independent and competent auditor, at the requesting Party’s
sole expense, of the bank records and remittance advices of the other Party. Thereafter, upon the
findings of the auditor that there has either been an overpayment or and underpayment of funds
due, the Party owning funds shall, within ten (10) business days, make a payment of such funds to
whom they are owed.
10.5 Closing of Financials. Provided that Purchaser shall not incur any out of pocket
costs, Purchaser shall cause the individual acting as the chief financial officer of the Hospital after
the Effective Time (the “Post-Effective Time CFO”) to cooperate with Sellers’ representatives in
order to complete the standardized closing of Sellers’ financial records through the Licensure Date
including, without limitation, the closing of general ledger account reconciliations (collectively,
the “Closing of Financials”). Purchaser shall cause the Post-Effective Time CFO to use their
good faith efforts to cooperate with Sellers’ representatives in order to complete the Closing of
Financials by no later than the date which is sixty (60) calendar days after the Closing Date. The
Post-Effective Time CFO and other appropriate personnel shall be reasonably available to Sellers
for a period of no less than one hundred eighty (180) calendar days after the Closing Date to assist
Sellers in the completion of Sellers’ post-Closing audit, such assistance not to interfere
unreasonably with such Post-Effective Time CFO’s other duties.
10.6 Medical Staff. To ensure continuity of care in the community, Purchaser agrees
that the Hospital’s medical staff members in good standing as of the Licensure Date shall maintain
medical staff privileges at the Hospital as of the Licensure Date. On and after the Licensure Date,
the medical staff will be subject to the Hospital’s Medical Staff Bylaws then currently in effect,
provided that such Bylaws are in compliance with all applicable laws and regulations and contain
customary obligations.
10.7 Shared Intangible Assets. In the event and to the extent that certain intangible
Assets transferred by Sellers have been used to operate businesses of Verity or Verity Holdings or
their affiliates (“Shared Intangible Assets”) and such Shared Intangible Assets continue to be
used by Verity or Verity Holdings or their affiliates to operate such businesses after Closing, Verity
and Verity Holdings retain the rights to continue to use such Assets notwithstanding their sale to
Purchaser. Purchaser shall reasonably cooperate with Verity and Verity Holdings and their
affiliates to give effect to such rights and shall provide Verity and Verity Holdings and their
affiliates such documentation, records and information and reasonable access to such systems as
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necessary for Verity and Verity Holdings and their affiliates to continue to operate such businesses;
all in such manner as not to reasonably interfere with the operations of the Hospitals; provided,
however, Purchaser shall not be required to incur any out-of-pocket costs in association therewith
unless reimbursed by Verity and Verity Holdings and their affiliates.
ARTICLE 11
DEFAULT, TAXES AND COST REPORTS
11.1 Purchaser Default. If the Agreement is terminated pursuant to Section 9.1(b),
Sellers shall be entitled to retain the Deposit, and Sellers may, in addition thereto, pursue any rights
or remedies that Sellers may have under this Agreement or applicable law, including the right to
sue for damages or specific performance.
11.2 Sellers Default. If the Agreement is terminated pursuant to Section 9.1(c),
Purchaser shall have the right to demand and receive a refund of the Deposit, and Purchaser may,
in addition thereto, pursue any rights or remedies that Purchaser may have under applicable law,
including the right to sue for damages or specific performance.
11.3

Tax Matters; Allocation of Purchase Price.

(a)
After the Licensure Date, the Parties shall cooperate fully with each other
and shall make available to each other, as reasonably requested, all information, records or
documents relating to tax liabilities or potential tax liabilities attributable to Sellers with respect to
the operation of the Hospital for all periods prior to the Licensure Date and shall preserve all such
information, records and documents at least until the expiration of any applicable statute of
limitations or extensions thereof. The Parties shall also make available to each other to the extent
reasonably required, and at the reasonable cost of the requesting Party (for out-of-pocket costs and
expenses only), personnel responsible for preparing or maintaining information, records and
documents in connection with tax matters and as Sellers reasonably may request in connection
with the completion of any post-Closing audits of the Hospital.
(b)
Solely for purposes of tax reporting, Schedule 11.3 sets forth the allocation
of the Purchase Price (including any liabilities that are considered to be an increase to the Purchase
Price for United States federal income tax purposes) among the Assets in accordance with Section
1060 of the Code and the Treasury Regulations promulgated thereunder (the “Allocation
Schedule”). The Allocation Schedule shall be final and binding upon Sellers and Purchaser with
respect to matters relating to required tax reporting by each such Party. The Parties shall refrain
from taking any position that is inconsistent with the Allocation Schedule with respect to tax
reporting.
11.4

Cost Report Matters.

(a)
Consistent with Section 4.4, Sellers shall, at Purchaser’s expense, prepare
and timely file all cost reports relating to the periods ending prior to the Licensure Date or required
as a result of the consummation of the transactions described in this Agreement, including, without
limitation, those relating to Medicare, Medicaid, and other third party payors which settle on a cost
report basis (the “Seller Cost Reports”).
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(b)
Upon reasonable notice and during normal business office hours, Purchaser
will cooperate reasonably with Sellers in regard to Sellers’ preparation and filing of the Seller Cost
Reports. Such cooperation shall include, at no cost to Sellers, obtaining access to files at the
Hospital and Purchaser’s provision to Sellers of data and statistics, and the coordination with
Sellers pursuant to reasonable notice of Medicare and Medicaid exit conferences or meetings.
Sellers shall have no obligations after the Licensure Date with respect to Seller Cost Reports except
for preparation and filing thereof.
ARTICLE 12
MISCELLANEOUS PROVISIONS
12.1 Further Assurances and Cooperation. Each Party shall execute, acknowledge and
deliver to the other Party any and all other assignments, consents, approvals, conveyances,
assurances, documents and instruments reasonably requested by such Party at any time and shall
take any and all other actions reasonably requested by such Party at any time for the purpose of
consummating the transactions hereunder and fulfilling such Party’s obligations hereunder. After
consummation of the transactions contemplated in this Agreement, the Parties agree to cooperate
with each other and take such further actions as may be necessary or appropriate to effectuate,
carry out and comply with all of the terms of this Agreement, the documents referred to in this
Agreement and the transactions contemplated hereby.
12.2 Successors and Assigns. All of the terms and provisions of this Agreement shall
be binding upon and shall inure to the benefit of and be enforceable by the respective successors
and assigns of the Parties hereto; provided, however, that no Party hereto may assign any of its
rights or delegate any of its duties under this Agreement without the prior written consent of the
other Parties which consent shall not be unreasonably withheld or delayed, except that Purchaser
may, without the prior written consent of Sellers, assign all or any portion of its rights under this
Agreement to one or more of its affiliates prior to the Closing Date so long as such affiliate was
described and was part of the Attorney General application under Section 5.8(c) and provided that
any such assignment shall not relieve Purchaser of or reduce Purchaser’s obligations under this
Agreement.
12.3 Governing Law; Venue. This Agreement shall be construed, performed, and
enforced in accordance with, and governed by, the laws of the State of California (without giving
effect to the principles of conflicts of laws thereof), except to the extent that the laws of such State
are superseded by the Bankruptcy Code or other applicable federal law. For so long as Sellers are
subject to the jurisdiction of the Bankruptcy Court, the Parties irrevocably elect, as the sole judicial
forum for the adjudication of any matters arising under or in connection with the Agreement, and
consent to the exclusive jurisdiction of, the Bankruptcy Court. The Parties hereby consent to the
jurisdiction of such court and waive their right to challenge any proceeding involving or relating
to this Agreement on the basis of lack of jurisdiction over the Person or forum non conveniens.
12.4 Amendments. This Agreement may not be amended other than by written
instrument signed by the Parties.
12.5 Exhibits, Schedules and Disclosure Schedule. The Disclosure Schedule and all
exhibits and schedules referred to in this Agreement shall be attached hereto and are incorporated
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by reference herein. From the Signing Date until the Closing, the Parties agree that Sellers may
update the Disclosure Schedule as necessary upon written notice to Purchaser, and the applicable
representation and warranty shall thereafter be deemed amended for all purposes by such updated
Disclosure Schedule. Notwithstanding the foregoing, should any exhibit or schedule not be
completed and attached hereto as of the Signing Date, Sellers and Purchaser shall promptly
negotiate in good faith any such exhibit or schedule, which exhibit or schedule must be acceptable
to each of Sellers and Purchaser in their reasonable discretion prior to being attached hereto. Any
matter disclosed in this Agreement or in the Disclosure Schedule with reference to any Section of
this Agreement shall be deemed a disclosure in respect of all sections to which such disclosure
may apply. The headings, if any, of the individual sections of the Disclosure Schedule are provided
for convenience only and are not intended to affect the construction or interpretation of this
Agreement. The Disclosure Schedule is arranged in sections and paragraphs corresponding to the
numbered and lettered sections and paragraphs of this Agreement merely for convenience, and the
disclosure of an item in one section of the Disclosure Schedule as an exception to a particular
obligation, representation or warranty shall be deemed adequately disclosed as an exception with
respect to all other obligations, representations or warranties, notwithstanding the presence or
absence of an appropriate section of the Disclosure Schedule with respect to such other obligation,
representations or warranties or an appropriate cross reference thereto.
12.6 Notices. Any notice, demand, letter or other communication required, permitted,
or desired to be given hereunder shall be deemed effectively given when either personally
delivered, or when received by telegraphic or other electronic means (including facsimile) or
overnight courier, or five (5) calendar days after being deposited in the United States mail, with
postage prepaid thereon, certified or registered mail, return receipt requested, addressed as follows:
If to Sellers:

Verity Health System of California, Inc.
601 South Figueroa St., Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With a copies to:
Dentons US LLP
(which copies shall 601 South Figueroa St., Suite 2500
not constitute notice) Los Angeles, CA 90017-5704
Attention: Tania Moyron, Esq.
Telephone: 213-243-6101
If to Purchaser:

Prime Healthcare Services, Inc.
3480 East Guasti Road, 2nd Floor
Ontario, California 91761
Attention: General Counsel
Facsimile: 909-235-4316

With a copy to:
McDermott Will & Emery LLP
(which copies shall 2049 Century Park East, Suite 3200
not constitute notice) Los Angeles, California 90067
Attention: Jeffrey Reisner, Esq.
Facsimile: 310-277-4730
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or at such other address as one Party may designate by notice hereunder to the other Parties.
12.7 Headings. The section and other headings contained in this Agreement and in the
Disclosure Schedule, exhibits and schedules to this Agreement are included for the purpose of
convenient reference only and shall not restrict, amplify, modify or otherwise affect in any way
the meaning or interpretation of this Agreement or the Disclosure Schedule, exhibits and schedules
hereto.
12.8 Publicity. Prior to the Closing Date, Sellers and Purchaser shall consult with each
other as to the form and substance of any press release or other public disclosure materially related
to this Agreement or any other transaction contemplated hereby and each shall have the right to
review and comment on the other’s press releases at least forty-eight (48) hours prior to issuance;
provided, however, that nothing in this Section 12.8 shall be deemed to prohibit either Sellers or
Purchaser from making any disclosure that its counsel deems necessary or advisable in order to
satisfy either Party’s disclosure obligations imposed by law subject to reasonable prior notice to
the other Party thereof.
12.9 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all Parties.
12.10 Gender and Number; Construction; Affiliates. All references to the neuter gender
shall include the feminine or masculine gender and vice versa, where applicable, and all references
to the singular shall include the plural and vice versa, where applicable. Unless otherwise
expressly provided, the word “including” followed by a listing does not limit the preceding words
or terms and shall mean “including, without limitation.” Any reference in this Agreement to an
“affiliate” shall mean any Person directly or indirectly controlling, controlled by or under common
control with a second Person. The term “control” (including the terms “controlled by” and “under
common control with”) means the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise. A “Person” shall mean any natural person, partnership,
corporation, limited liability company, association, trust or other legal entity.
12.11 Third Party Beneficiary. None of the provisions contained in this Agreement are
intended by the Parties, nor shall they be deemed, to confer any benefit on any person not a party
to this Agreement, except for the Parties’ successors and permitted assigns, and except for any
liquidating trustee or plan administrator for Sellers’ estate.
12.12 Expenses and Attorneys’ Fees. Except as otherwise provided in this Agreement,
each Party shall bear and pay its own costs and expenses relating to the preparation of this
Agreement and to the transactions contemplated by, or the performance of or compliance with any
condition or covenant set forth in, this Agreement, including without limitation, the disbursements
and fees of their respective attorneys, accountants, advisors, agents and other representatives,
incidental to the preparation and carrying out of this Agreement, whether or not the transactions
contemplated hereby are consummated. The Parties expressly agree that all sales, transfer,
documentary transfer and similar taxes, fees, surcharges and the like in connection with the sale
of the Assets shall be borne by Purchaser. If any action is brought by any Party to enforce any
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provision of this Agreement, the prevailing Party shall be entitled to recover its court costs and
reasonable attorneys’ fees.
12.13 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same Agreement, binding on all of the Parties hereto. The Parties agree that facsimile copies of
signatures shall be deemed originals for all purposes hereof and that a Party may produce such
copies, without the need to produce original signatures, to prove the existence of this Agreement
in any proceeding brought hereunder.
12.14 Entire Agreement. This Agreement, the Disclosure Schedule, the exhibits and
schedules, and the documents referred to in this Agreement contain the entire understanding
between the Parties with respect to the transactions contemplated hereby and supersede all prior
or contemporaneous agreements, understandings, representations and statements, oral or written,
between the Parties on the subject matter hereof (the “Superseded Agreements”), which
Superseded Agreements shall be of no further force or effect.
12.15 No Waiver. Any term, covenant or condition of this Agreement may be waived at
any time by the Party which is entitled to the benefit thereof but only by a written notice signed by
the Party expressly waiving such term or condition. The subsequent acceptance of performance
hereunder by a Party shall not be deemed to be a waiver of any preceding breach by any other
Party of any term, covenant or condition of this Agreement, other than the failure of such other
Party to perform the particular duties so accepted, regardless of the accepting Party’s knowledge
of such preceding breach at the time of acceptance of such performance. The waiver of any term,
covenant or condition shall not be construed as a waiver of any other term, covenant or condition
of this Agreement.
12.16 Severability. If any term, provision, condition or covenant of this Agreement or
the application thereof to any Party or circumstance shall be held to be invalid or unenforceable to
any extent in any jurisdiction, then the remainder of this Agreement and the application of such
term, provision, condition or covenant in any other jurisdiction or to persons or circumstances
other than those as to whom or which it is held to be invalid or unenforceable, shall not be affected
thereby, and each term, provision, condition and covenant of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.
12.17 Time is of the Essence. Time is of the essence for all dates and time periods set
forth in this Agreement and each performance called for in this Agreement.
12.18 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
44
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ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.18. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[REMAINDER OF PAGE IS BLANK]
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Desc

1

This matter coming before the Court on the motion [Docket No. 4069] (the “Motion”)1 of

2

the above-captioned debtors and debtors in possession (the “Debtors”) for the entry of the Order,

3

as applicable, pursuant to §§ 105(a), 363, and 365 of title 11 of the United States Code, 11 U.S.C.

4

§§ 101, et seq. (the “Bankruptcy Code”),2 Rules 2002, 6004, 6006, 9007, and 9014 of the Federal

5

Rules of Bankruptcy Procedure and Rules 6004-1(b) and 9013-1 of the Local Bankruptcy Rules

6

of the United States Bankruptcy Court for the Central District of California (“LBR”): (a)

7

approving a process by which interested parties may bid (a “Bid”) to purchase St. Francis

8

Medical Center (“St. Francis”) and related assets (collectively, the “Purchased Assets”), including

9

the assignment and assumption of Assumed Executory Contracts, together with the payment of

10

Cure Costs (as such terms are defined in the Motion); (b) approving a process by which, at the

11

Debtors’ election, a stalking-horse bidder may be selected from among those parties making a

12

Bid, and bidding protections may be granted to such stalking horse bidder without further order of

13

the Court; (c) setting bid procedures to establish guidelines for parties interesting in making initial

14

Bids and overbids to such initial Bids; (d) if multiple Qualified Bids (as defined in the Motion)

15

are received, scheduling an auction of the Purchased Assets; and (e) scheduling a sale hearing for

16

the Court to approve the highest and best Qualified Bid. The Court, having found that (i) the

17

Court has jurisdiction to consider the Motion and the relief requested therein pursuant to 28

18

U.S.C. §§ 157 and 1334, (ii) venue is proper in this district pursuant to 28 U.S.C. §§ 1408 and

19

1409, (iii) this is a core proceeding pursuant to 28 U.S.C. § 157(b), and (iv) notice of the Motion

20

was sufficient under the circumstances and properly given; and it appearing that no other or

21

further notice need be provided; and having considered the limited objection [Docket No. 4016]

22

(the “Limited Objection”) filed by UnitedHealthcare Insurance Company (“United”), the

23

reservation of rights [Docket No. 4108] filed by U.S. Bank National Association, as Series 2015

24

Note Trustee and Series 2017 Note Trustee (“U.S. Bank”), the reservation of rights [Docket No.

25

4119] filed by SEIU United Healthcare Workers-West (“SEIU-UHW”), the Debtors’ reply

26

1

27
28

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
2

All references to “§” or “section” herein are to the Bankruptcy Code. All references to “Rules”
are to the Federal Rules of Bankruptcy Procedure.
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1

[Docket No. 4132] (the “Reply”) thereto, and any other argument or evidence properly before the

2

Court; and a hearing on the proposed Bidding Procedures as detailed in the Motion having been

3

held (the “Hearing”); and after due deliberation the Court having determined that the relief

4

requested in the Motion with respect to the proposed Bidding Procedures is in the best interests of

5

the Debtors, their estates, and their creditors; and for the reasons set forth in the Court’s Order

6

Setting Briefing Schedule to Determine Whether Strategic Global Management Should Be

7

Disqualified from Participating in the Auction [Docket No. 4161] (the “Scheduling Order”) and

8

the tentative ruling attached thereto as Exhibit A, which the Court adopts as its final ruling and

9

which is incorporated herein by reference (the “Ruling”); and good and sufficient cause having

10

been shown:

11

AND IT IS FURTHER FOUND AND DETERMINED THAT: 3

12

A.

The statutory and legal predicates for the relief requested in the Motion and

13

provided for herein are §§ 105(a), 363, and 365, Rules 2002, 6004, 6006, 9007, and 9014, and

14

LBR 6004-1(b) and 9013-1.

15

B.

In the Motion, the Reply, and at the Hearing, the Debtors demonstrated that good

16

and sufficient notice of the relief granted by this Order has been given and no further notice is

17

required. A reasonable opportunity to object or be heard regarding the relief granted by this

18

Order has been afforded to those parties entitled to notice pursuant to Bankruptcy Rule 2002 and

19

all other interested parties.

20

C.

The Debtors’ proposed Procedures Notice, Cure Notice, the Auction, the Auction

21

Procedures, and the hearing to approve the sale of the Purchased Assets (the “Sale Hearing”) are

22

appropriate and reasonably calculated to provide all interested parties with timely and proper

23

notice, and no other or further notice is required.

24
25
26
27
28

3

The findings and conclusions set forth herein constitute the Court’s findings of fact and
conclusions of law pursuant to Bankruptcy Rule 7052, made applicable to this proceeding
pursuant to Bankruptcy Rule 9014. To the extent that any of the following findings of fact
constitute conclusions of law, they are adopted as such. To the extent that any of the
following conclusions of law constitute findings of fact, they are adopted as such.
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The Bidding Procedures substantially in the form attached hereto as Exhibit “1”

2

are fair, reasonable, and appropriate and are designed to maximize the recovery from the Sale of

3

the Purchased Assets.

4
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E.

The Break-Up Fee is reasonably calculated to: (1) attract or retain a potentially

5

successful bid; (2) establish a bid standard or minimum for other bidders to follow; and (3) attract

6

additional bidders. Accordingly, in light of the foregoing, the size and nature of the Sale, and the

7

efforts that would be expended by a Stalking Horse Purchaser, the Break-Up Fee is reasonable

8

and appropriate.

9

F.

The procedures for assumption and assignment of Assumed Executory Contracts

10

(the “Assumption and Assignment Procedures”) provided for herein and the Cure Notice are

11

reasonable and appropriate and consistent with the provisions of § 365 and Rule 6006. The

12

Assumption and Assignment Procedures and the Cure Notice have been narrowly tailored to

13

provide an adequate opportunity for all non-debtor counterparties to the Assumed Executory

14

Contracts to assert any Assumption Objection.

15

G.

Entry of (i) this Order at this time and (ii) an order approving the Sale (the “Sale

16

Order”) after the Sale Hearing is in the best interests of the Debtors, their estates and creditors,

17

and all other parties in interest.

18

NOW, THEREFORE, IT IS HEREBY ORDERED THAT:

19

1.

The Motion is GRANTED as set forth herein.

20

2.

The Limited Objection is hereby SUSTAINED. The Debtors shall provide United

21

an irrevocable designation with respect to the assumption and assignment of United’s contracts

22

related to the Sale within 48 hours of the conclusion of the Auction. If no Auction is held, the

23

Debtors shall provide United such irrevocable designation by no later than April 9, 2020, at 10:00

24

a.m. (prevailing Pacific Time).

25

3.

The rights of U.S. Bank and SEIU-UHW are preserved as set forth in the Ruling.

26

4.

Except as set forth in the Scheduling Order, any other objections to the relief

27

requested in the Motion, insofar as it related to this Order, that have not been resolved herein,

28

withdrawn, waived or settled are overruled.
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1

5.

The Bidding Procedures attached hereto as Exhibit “l” are APPROVED.

2

6.

The Debtors, in their discretion, after consultation with the Committee, and with

3

the prior consent of the Prepetition Secured Creditors,4 are authorized to designate a Qualified

4

Bidder as the “Stalking Horse Bidder” and award stalking horse protections, including a break-up

5

fee and expense reimbursement in an amount not to exceed in the aggregate 2.5% of the proposed

6

Purchase Price under such Qualified Bidder’s Qualified APA (the “Break-Up Fee”). The Debtors

7

shall have no obligation to designate any Qualified Bidder as the Stalking Horse Bidder. The

8

award of stalking horse protection may occur without further notice (other than an announcement

9

to Potential Bidders no later than the commencement of the Auction) or order of the Court. If

10

such designation is made, unless the Debtors receive a higher or better bid prior to the Auction,

11

the Opening Bid at the Auction shall be the Bid of the Qualified Bidder that has been designated

12

as the Stalking Horse Bidder.

13

7.

The Break-Up Fee is APPROVED. Any Break-Up Fee, to the extent payable,

14

shall only be paid from the cash proceeds received by the Debtors at the closing of a Sale with a

15

Qualified Bidder other than the Stalking Horse Bidder.

16

8.

The Bid Deadline shall be April 3, 2020 at 5:00 p.m. (prevailing Pacific Time).

17

9.

Any party with a valid, properly perfected prepetition or post-petition security

18

interest in any of the Purchased Assets may credit bid (any such bid, a “Credit Bid” and any party

19

submitting a Credit Bid, each a “Credit Bidder”) for such Purchased Assets in connection with the

20

Sale in accordance with and pursuant to § 363(k), except as otherwise limited by the Court for

21

cause; provided however, that no Credit Bidder may Credit Bid unless (x) all secured creditors

22

with a valid and perfected security interest in the Purchased Assets subject to the Credit Bid that

23

rank equal or senior to the security interest of the Credit Bidder in the Purchased Assets consent

24

in writing to such Credit Bid or (y) the Credit Bid expressly provides for the payment in full in

25

cash at the closing on account of the Purchased Assets subject to valid and perfected security

26
27
28

As such term is defined in the Final Order (I) Authorizing Postpetition Financing, (II)
Authorizing Use of Cash Collateral, (III) Granting Liens and Providing Superpriority
Administrative Expense Status, (IV) Granting Adequate Proection, (V) Modifying Automatic
Stay, and (VI) Granting Related Relief (the “Final DIP Order”).
4
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1

interests in the Purchased Assets that are equal or senior in rank to the security interests of the

2

Credit Bidder. Nothing in this Order or the exhibits hereto shall limit the rights of any party in

3

interest to seek relief from this Court related to the right or alleged right of any creditor to

4

exercise a Credit Bid for any of the Purchased Assets.

5
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10.

The Debtors, after consultation with the Official Committee of Unsecured

6

Creditors and the Prepetition Secured Creditors (collectively, the “Consultation Parties”), shall

7

determine, in their reasonable discretion, whether a Bid has satisfied each of the Bid

8

Requirements.

9

consultation with the Consultation Parties, whether any submitted bids constitute Qualified Bids.

10

11.

One business day prior to the Auction, the Debtors shall determine, after

If any Bids are designated as Qualified Bids, the Auction shall be held on April 7,

11

2020, at 10:00 a.m. (prevailing Pacific Time) at the offices of Dentons US LLP, 601 South

12

Figueroa Street, Suite 2500, Los Angeles, CA 90017, or at such other location as shall be

13

identified in a notice filed with the Bankruptcy Court at least twenty-four (24) hours before the

14

Auction, pursuant to the Auction Procedures set forth in the Bidding Procedures.

15

12.

At the Auction, each Qualified Bidder shall be required to confirm that it has not

16

engaged in any collusion with respect to the bidding or the sale, and the Auction shall be

17

conducted openly and transcribed (with the Consultation Parties, and their respective legal and

18

financial advisors, permitted to attend). Upon the conclusion of the Auction (if such Auction is

19

conducted), the Debtors, in the exercise of their reasonable, good-faith business judgment and

20

after consultation with the Consultation Parties, shall identify (i) the Winning Bid, which is the

21

highest and best Qualified Bid submitted at the Auction; and (ii) the next highest and best

22

Qualified Bid (the “Back-Up Bid” and the party submitting the Back-Up Bid, the “Back-Up

23

Bidder”).

24

Qualified Bid conformed to the provisions of the Winning Bid and the Back-Up Bid, as

25

applicable, as soon as practicable, but in no event later than prior to the Sale Hearing.

26

13.

Each of the Winning Bidder and the Back-Up Bidder shall execute a definitive

The Sale Hearing shall be held on April 9, 2020, at 10:00 a.m. (prevailing

27

Pacific Time) before this Court, the U.S. Bankruptcy Court for the Central District of California,

28

255 E. Temple St., Los Angeles, California 90012. Any objections to the Sale (other than an
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1

Assumption Objection (defined herein) which shall be governed by the procedures set forth

2

below) (a “Sale Objection”), must: (i) be in writing; (ii) comply with the Rules and the LBRs;

3

(iii) set forth the specific basis for the Sale Objection; (iv) be filed with the Court, 255 E. Temple

4

St., Los Angeles, California 90012, together with proof of service, April 8, 2020, at 5:00 p.m.

5

(prevailing Pacific Time) (the “Sale Objection Deadline”); and (v) be served, so as to be actually

6

received on or before the Sale Objection Deadline, upon (i) counsel to the Debtors: Dentons US

7

LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA 90017 (Attn: Tania M. Moyron

8

(tania.moyron@dentons.com)); (ii) the Debtors’ Investment Banker: Cain Brothers, a division of

9

KeyBanc Capital Markets, 1 California Street, Suite 2400, San Francisco, CA 94111 (Attn: James

10

Moloney (jmoloney@cainbrothers.com)); (iii) counsel to the Official Committee of Unsecured

11

Creditors: Milbank, Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd Floor, Los

12

Angeles, CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to the Master

13

Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One

14

Financial

15

(dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the Series 2015 Notes Trustee:

16

McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn:

17

Nathan F. Coco and Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to

18

the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South Seventh Street,

19

Minneapolis, MN 55402 (Attn: Clark Whitmore (clark.whitmore@maslon.com)); and (vii)

20

counsel to the MOB Lenders: Jones Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce

21

Bennett,

22

brosenblum@jonesday.com, psaba@jonesday.com)) (collectively, the “Notice Parties”). If a Sale

23

Objection is not filed and served on or before the Sale Objection Deadline, the objecting party

24

may be barred from objecting to the Sale and may not be heard at the Sale Hearing, and this Court

25

may enter the Sale Order without further notice to such party. Replies to any Sale Objections

26

may be presented at the Sale Hearing.

27
28

14.

Center,

Boston,

Benjamin

MA

02111

Rosenblum,

(Attn:

and

Daniel

Peter

S.

Saba

Bleck

and

Paul

Ricotta

(bbennett@jonesday.com,

The Sale Hearing may be adjourned from time to time without further notice to

creditors or parties in interest other than by announcement of the adjournment in open court on
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1

the date scheduled for the Sale Hearing, and the Debtors shall have the exclusive right, in the

2

exercise of their fiduciary obligations and business judgment, and after consultation with the

3

Consultation Parties, to cancel the Sale at any time subject to, and in accordance with, the terms

4

of this Order.

5

15.

The following forms of notice are approved: (a) the Procedures Notice, in the form

6

substantially similar to that attached hereto as Exhibit “2” and (b) the Cure Notice, in the form

7

substantially similar to that attached hereto as Exhibit “3.”

8
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16.

The Debtors shall file with the Court and serve a copy of this Order and the

9

Procedures Notice by first class mail, postage prepaid, on the Notice Parties and all parties that

10

the Debtors are required to serve pursuant to LBR 6004-1(b)(3) and the Order Granting

11

Emergency Motion of Debtors for Order Limiting Scope of Notice [Docket No. 132] not later than

12

February 26, 2020.

13

17.

The Debtors shall file with the Court and serve the Cure Notice (along with a copy

14

of this Bidding Procedures Order) upon each counterparty to the Assumed Executory Contracts

15

by no later than March 13, 2020. The Cure Notice shall state (i) the date, time, and place of the

16

Sale Hearing, and (ii) the date by which any Assumption Objection must be filed and served. The

17

Cure Notice also will identify the amounts, if any, that the Debtors believe are owed to each

18

counterparty to an Assumed Executory Contract in order to cure any defaults that exist under such

19

contract (the “Cure Amounts”).

20

18.

To the extent there are any contracts added to the list of contracts to be assumed by

21

the Winning Bidder pursuant to the Winning Bid APA selected at the Auction, this Order

22

constitutes authority to assume and assign that contract to the Winning Bidder pursuant to § 365;

23

each such contract will be listed on an exhibit to the Winning Bid APA, and shall be reflected in a

24

separate Cure Notice, which is to be filed and served by overnight delivery by the Debtors within

25

seven (7) days of the conclusion of the Auction and announcement of the Winning Bidder.

26

19.

The inclusion of a contract, lease, or other agreement on the Cure Notice shall not

27

constitute or be deemed a determination or admission by the Debtors and their estates or any

28

other party in interest that such contract, lease, or other agreement is, in fact, an executory
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1

contract or unexpired lease within the meaning of the Bankruptcy Code, and any and all rights

2

with respect thereto shall be reserved.

3

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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20.

If any counterparty to an Assumed Executory Contract wishes to file an

4

Assumption Objection, such counterparty must file and serve it so as to be actually received by

5

the Notice Parties by no later than: (i) April 3, 2020, at 5:00 p.m. (prevailing Pacific Time), (ii)

6

such later date otherwise specified in the Cure Notice, or (iii) solely with respect to those

7

counterparties to Assumed Executory Contracts who are not initially served with a Cure Notice,

8

seven (7) days after service by overnight mail of such Cure Notice (the “Assumption Objection

9

Deadline”). The Court will make any and all determinations concerning adequate assurance of

10

future performance under the Assumed Executory Contracts pursuant to §§ 365(b) and (f)(2) of

11

the Bankruptcy Code at the Sale Hearing.

12

21.

To the extent the Assumed Executory Contract counterparty wishes to object to the

13

Cure Amount, if any, set forth in the Cure Notice, its Assumption Objection must set forth with

14

specificity each and every asserted default in any executory contract or unexpired lease and the

15

monetary cure amount asserted by such counterparty to the extent it differs from the amount, if

16

any, specified by the Debtors in the Cure Notice.

17

22.

Any counterparty to an Assumed Executory Contract that fails to timely file and

18

serve an objection to the Cure Amounts shall be forever barred from asserting that a Cure

19

Amount is owed in an amount in excess of that set forth in the Cure Notice.

20

23.

If a contract or lease is assumed and assigned pursuant to Court order, then except

21

for Disputed Cure Amounts (as defined herein), the Assumed Executory Contract counterparty

22

shall receive no later than three (3) business days following the closing of the Sale, the Cure

23

Amount, if any, as set forth in the Cure Notice. All Cure Amounts will be funded in accordance

24

with the terms and conditions of the Winning Bid APA.

25

24.

Assumption Objections (including those related to adequate assurance of future

26

performance) will be resolved by the Court at the Sale Hearing. In the event that the Debtors and

27

the counterparty cannot resolve the Cure Amount, such dispute may be resolved by the Court at

28

the Sale Hearing or such later date as may be agreed to or ordered by the Court. The Debtors
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1

shall segregate from the sale proceeds any disputed Cure Amounts that are required to be paid by

2

the Debtors under the asset purchase agreement (“Disputed Cure Amounts”) pending the

3

resolution of any such disputes by the Court or mutual agreement of the parties.

4
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25.

The Winning Bidder shall be responsible for satisfying any requirements regarding

5

adequate assurance of future performance that may be imposed under § 365(b) in connection with

6

the proposed assignment of any Assumed Executory Contract, and the failure to provide adequate

7

assurance of future performance to any counterparty to any Assumed Executory Contract shall

8

not excuse the Winning Bidder from performance of any and all of its obligations pursuant to the

9

Winning Bid APA.

10

26.

Except to the extent otherwise provided in the Winning Bid APA, the Debtors and

11

their estates shall be relieved of all liability under the Assumed Executory Contracts accruing or

12

arising after the assumption and assignment of such contracts pursuant to § 365(k).

13

27.

All proceeds of the Sale of the Purchased Assets shall be paid by the Winning

14

Bidder to the Debtors and such proceeds shall be deposited in accordance with paragraph 4 of the

15

Final DIP Order, and all liens, claims, interests and encumbrances on the Purchased Assets sold

16

pursuant to the Sale shall attach to the proceeds of the Sale with the same force, effect, validity

17

and priority as such liens, claims, interests and encumbrances had on such Purchased Assets prior

18

to the closing of the Sale to the Successful Bidder, subject, for the avoidance of doubt, to the

19

Final DIP Order and the Intercreditor Agreement (as defined in the Final DIP Order).

20
21

28.

To the extent the provisions of this Order are inconsistent with the provisions of

any Exhibit referenced herein or with the Motion, the provisions of this Order shall control.

22

29.

The Court shall retain exclusive jurisdiction over all matters arising from or related

23

to the interpretation and implementation of this Order.

24

///

25

///

26

///

27

///

28

///
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Bidding Procedures
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1

BIDDING PROCEDURES

2

Verity Health System of California, Inc., Verity Holdings, LLC and St. Francis Medical Center
(“Debtors”) propose to conduct an auction for the Sale (as defined under Paragraph 1 below) of
the Purchased Assets (as defined under Paragraph 2 below) and will proceed in accordance with
the following bid procedures (“Bidding Procedures”) which have been approved pursuant to an
Order entered by the United States Bankruptcy Court for the Central District of California, Los
Angeles Division (“Bankruptcy Court”) on __________, 2020 (“Bidding Procedures Order”) in
the jointly administered, Chapter 11 cases styled Verity Health System of California, Inc., Lead
Case No. 2:18-bk-20151-ER (the “Bankruptcy Cases”).

3
4
5
6
7
8
9
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10
11

The form of asset purchase agreement for the Sale is posted in the Debtors’ on-line data room (the
“Draft APA”). As provided for below, the Debtors are soliciting bids (“Bids”) for the proposed
acquisition of the Purchased Assets, in accordance with the procedures below, which require,
among other requirements, that prospective bidders submit an executed asset purchase agreement,
in the form of the Draft APA, along with a marked version evidencing any changes to the Draft
APA. The Debtors will consider all Bids which comply with the terms of these Bidding
Procedures; provided, that, Bids will be evaluated based upon the cash consideration provided by
such offer.

12

1.

Sale Proposal. These Bidding Procedures set forth the terms by which
prospective bidders may qualify for and participate in the Auction (as defined
under Paragraph 13 below), thereby competing to make the highest and best offer
for the Purchased Assets. The sale of the Purchased Assets (a “Sale”) shall be free
and clear of any and all claims, liens, and other encumbrances, pursuant to § 363
of title 11 of the United States Code (the “Bankruptcy Code”),5 with all such liens,
claims and encumbrances attaching to the proceeds of the Sale to the same extent
and with the same priority as such liens, claims and encumbrances attached to the
Purchased Assets prior to the Sale.

2.

Purchased Assets. For purposes of a Sale, the “Purchased Assets” consist of
any or all tangible and intangible real and personal property assets of the Debtors
as defined and set forth in the Draft APA.

3.

“As Is, Where Is” Sale. Except as explicitly set forth in the Draft APA, any
Sale of the Purchased Assets will be transferred on an “as is, where is” basis, with
all faults, and without representations or warranties of any kind, nature or
description by the Debtors, their agents or estates, whether written, verbal, express,
implied, or by operation of law.

4.

Consultation Parties. “Consultation Parties” means, collectively, the Official
Committee of Unsecured Creditors; UMB Bank, N.A., as successor Master
Trustee (“UMB”); Wells Fargo Bank National Association, as bond indenture
trustee under the bond indentures relating to the 2005 Bonds (“Wells Fargo”); U.S.
Bank National Association, solely in its capacity as the note indenture trustee and
as the collateral agent under each of the note indentures relating to the 2015
Working Capital Notes and the 2017 Working Capital Notes (“U.S. Bank”); and

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

5

Unless specified otherwise, all “§” or “Section” references are to the Bankruptcy Code.
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1

3

5.

Potential Bidders / Execution of NDA/ Financial Information. To participate
in the Auction, any party (a “Potential Bidder”) wishing to submit a Bid to
purchase the Purchased Assets must execute, or have executed, a nondisclosure
agreement (“NDA”) in the form provided by Debtors’ advisors and in form and
substance satisfactory to the Debtors before such Potential Bidder may receive due
diligence information from the Debtors, including access to the Debtors’ on-line
data room or other non-public information relating to the Purchased Assets. In
addition, any Potential Bidder must submit financial information to the Debtors to
evidence such Potential Bidder’s ability to consummate the Sale, which
information must be satisfactory to the Debtors after consultation with the
Consultation Parties.

6.

Due Diligence. After receipt of an executed NDA, the Debtors shall, upon
request by the Potential Bidder, provide each Potential Bidder reasonable due
diligence information as soon as reasonably practicable after such request,
including access to the Debtors’ on-line data room. The Debtors shall not furnish,
and shall have no obligation to furnish, any confidential and/or non-public
information relating to the Purchased Assets or the Debtors (collectively,
“Confidential Information”), or grant access to the Debtors’ on-line data room, to
(i) any person that does not qualify as a Potential Bidder, or (ii) to Potential
Bidders who, at such time and in the Debtors’ reasonable business judgment, after
consultation with the Consultation Parties, have not established, or who have
raised doubt, that such Potential Bidder intends in good faith to, or has the capacity
to, consummate the Sale.

7.

Representations and Warranties. The Debtors make no representation or
warranty as to the Confidential Information provided through the due diligence
process or otherwise, except to the extent set forth in the Draft APA (or as set
forth in any Qualified APA (as defined under Paragraph 9 below) entered into
between the Debtors and the Winning Bidder (as defined under Paragraph 13
below). No party may conduct any additional due diligence after the Bid
Deadline (as defined under Paragraph 8 below).

8.

Bid Deadline. Potential Bidders must submit their Bids so that such Bids are
actually received by each of the following parties no later than 5:00 p.m.
(Pacific Time) on April 3, 2020 (the “Bid Deadline”): (i) counsel to the Debtors:
Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA 90017
(Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’
Investment Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1
California Street, Suite 2400, San Francisco, CA 94111 (Attn: James Moloney

4
5
6
7
8

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

28

Desc

Verity MOB Financing, LLC and Verity MOB Financing II, LLC (“MOB
Lenders”).6 UMB, Wells Fargo, U.S. Bank, and the MOB Lenders are collectively
referred to herein as the “Prepetition Secured Creditors.”

2

27
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6

Such parties are further described in the Final Order (I) Authorizing Postpetition Financing, (II)
Authorizing Use of Cash Collateral, (III) Granting Liens and Providing Superpriority
Administrative Expense Status, (IV) Granting Adequate Protection, (V) Modifying Automatic
Stay, and (VI) Granting Related Relief [Docket No. 409] (the “Final DIP Order”).
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9
10
11
12
13
14

16
17

9.

Qualified Bid. In order to constitute a “Qualified Bid,” a Bid must satisfy the
following requirements (the “Bid Requirements”):
(a)

be submitted (i) in writing and (ii) be received by the Bid Deadline
Recipients by the Bid Deadline as set forth in Paragraph 8 of these
Bidding Procedures, subject to Paragraph 11 of these Bidding Procedures;

(b)

constitute a good faith, bona fide offer to purchase the Purchased Assets
in accordance with the terms of the Qualified APA (as defined in this
Paragraph 9) for a proposed purchase price (“Purchase Price”) identified
in such Qualified APA and defined as the “Purchase Price” therein;

(c)

identify the legal name of the Potential Bidder (including any direct or
indirect equity holders, if the Potential Bidder is an entity formed for the
purpose of consummating the proposed Sale);

(d)

be accompanied by a clean and a duly executed copy of an asset purchase
agreement (the “Qualified APA”), the form of which shall be consistent
with the Draft APA and which shall not be inconsistent with these
Bidding Procedures;

(e)

be accompanied by a copy of the Qualified APA which is marked to
reflect the amendments and modifications compared to the Draft APA;

18
19
20
21
22
23
24
25
26
27

Desc

(jmoloney@cainbrothers.com)); (iii) counsel to the Official Committee: Milbank,
Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd Floor, Los Angeles,
CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to the
Master Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris,
Glovsky and Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn: Daniel
S. Bleck and Paul Ricotta (dsbleck@mintz.com, pricotta@mintz.com));
(v) counsel to the Series 2015 Notes Trustee: McDermott Will & Emergy LLP,
444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn: Nathan F. Coco and
Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to the
Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South
Seventh Street, Minneapolis, MN 55402 (Attn: Clark Whitmore
(clark.whitmore@maslon.com)); and (vii) counsel to the MOB Lenders: Jones
Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce Bennett, Benjamin
Rosenblum,
and
Peter
Saba
(bbennett@jonesday.com,
brosenblum@jonesday.com, psaba@jonesday.com)) (collectively, the “Bid
Deadline Recipients”). Potential Bidders may either e-mail their Bids to the e-mail
addresses listed above or may deliver hard-copies of their Bids to the physical
addresses listed above so that they are actually received by the Bid Deadline. The
Debtors shall have no obligation to consider any other delivery format, such as fax,
as being acceptable. The Debtors may, in their sole discretion after consultation
with the Consultation Parties, extend the Bid Deadline until the commencement of
the Auction for one or more Potential Bidders without prior notice to any party,
but shall have no obligation to do so under any circumstances.

2

15
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1

be accompanied by a copy of the draft Sale Order (as defined under
Paragraph 15 below) marked to reflect the amendments and modifications
(if any) compared to the form of draft Sale Order posted in the Debtors’
on-line data room;

(g)

be accompanied by a copy of the draft California Attorney General
conditions marked to reflect the amendments and modifications (if any)
compared to the form of draft California Attorney General conditions
posted in the Debtors’ on-line data room;

(h)

unless it is a Credit Bid (as defined below), be accompanied by a deposit
by wire transfer in the amount of ten percent (10%) of the aggregate
Purchase Price in certified funds or such other amount acceptable to the
Debtors, in consultation with the Consultation Parties (“Deposit”), to be
held in escrow and treated in accordance with the provisions of Paragraph
16 of these Bidding Procedures;

(i)

provide sufficient and adequate information to demonstrate to the
satisfaction of the Debtors, in consultation with the Consultation Parties,
that such Potential Bidder has the financial wherewithal and ability to
consummate the Sale;

(j)

include a written statement that the Potential Bidder agrees to be bound
by the terms of the Bidding Procedures and the Bidding Procedures Order
and consents to the jurisdiction of the Bankruptcy Court (including
waiving any right to a jury trial) in connection with any disputes related
to these Bidding Procedures as well as (each as defined below) the
Auction, the Sale Hearing, the Sale Order and/or the closing of the Sale;

(k)

include a written statement outlining the absence or presence, and details
thereof, of any relationship, affiliation, or connection of any kind between
the Potential Bidder, on the one hand, and the Debtors and/or any of their
affiliates, current or former officers, directors, and/or investors;

(l)

not be conditioned on any due diligence, financing, or other contingencies
other than entry of the Sale Order, and any other contingencies solely to
the extent set forth in the Qualified APA;

(m)

remain irrevocable until forty-eight (48) hours after the conclusion of the
Sale Hearing or such longer period of time as set forth below if the
Potential Bidder is selected as the Winning Bidder or Back-Up Bidder (as
defined below);

(n)

states that the Potential Bidder is willing to serve as a Back-Up Bidder
and that its Qualified Bid (or any Qualified Bid as modified at the
Auction) shall constitute the Back-Up Bid if the Debtors determine that it
qualifies as the Back-Up Bid in accordance with the provisions of
Paragraph 14; and

3

5
6
7
8
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(o)

2
3
4
5
6
7
8
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9
10

11.

Determination of Qualified Bids.
A Bid that satisfies each of the Bid
Requirements, as determined by the Debtors in their reasonable discretion, in
consultation with the Consultation Parties, constitutes a “Qualified Bid”, and such
Potential Bidder constitutes a “Qualified Bidder.” The Debtors may determine
that a Bid is not a Qualified Bid if the Qualified APA differs in any material
respect from the Draft APA. One business day prior to the Auction, the Debtors
shall determine, after consultation with the Consultation Parties, whether any
submitted bids constitute Qualified Bids. The Debtors shall file and serve on all
Potential Bidders that submitted a Bid (regardless of whether such Bid was
determined to be a Qualified Bid) a notice (the “Auction Notice”) indicating which
Potential Bidders have submitted Qualified Bids. If any Bids are designated as
Qualified Bids, the Auction shall be conducted on April 7, 2020 as further
described below.

12.

Credit Bid. Any party with a valid, properly perfected prepetition or postpetition security interest in any of the Purchased Assets may credit bid (any such
bid, a “Credit Bid” and any party submitting a Credit Bid, each a “Credit Bidder”)
for such Purchased Assets in connection with the Sale in accordance with and
pursuant to § 363(k), except as otherwise limited by the Bankruptcy Court for
cause; provided, however, that no Credit Bidder may Credit Bid unless (x) all
secured creditors with a valid and perfected security interest in the Purchased

13
14
15
16

18
19
20
21
22
23
24

26
27
28

if such Qualified Bid includes a Credit Bid (as defined below), evidence
of (a) the basis, amount and priority of the Credit Bidder’s (as defined
below) security interest in the Purchased Assets that are subject to the
Credit Bid and (b) the basis of the Credit Bidder’s authority to make such
Credit Bid if the Credit Bidder’s secured claim is held in a representative
capacity. No Bid that includes a Credit Bid made pursuant to § 363(k)
shall qualify as a Qualified Bid, whether made at the Auction or before,
unless (x) all secured creditors with a valid and perfected security interest
in the Purchased Assets subject to the Credit Bid that rank equal or senior
to the security interest of the Credit Bidder in such Purchased Assets
consent in writing to such Credit Bid or (y) the Credit Bid expressly
provides for the payment in full in cash at the closing on account of the
Purchased Assets subject to valid and perfected liens that are senior in
rank to the security interests of the Credit Bidder.

Discretionary Determination of Stalking Horse Bidder. The Debtors, in their
discretion, after consultation with the Committee, and with the prior consent of the
Prepetition Secured Creditors, may agree that a Qualified Bidder shall be afforded
stalking horse status and protections (the “Stalking Horse Bidder”), including a
break-up fee and expense reimbursement in an amount not to exceed in the
aggregate 2.5% of the proposed Purchase Price under such Qualified Bidder’s
Qualified APA (the “Break-Up Fee”). Any Break-Up Fee, to the extent payable,
shall only be paid from proceeds received by the Debtors at the closing of a Sale
with a Qualified Bidder other than the Stalking Horse Bidder. The award of
stalking horse protection may occur without further notice (other than an
announcement to Potential Bidders no later than the commencement of the
Auction) or order of the Bankruptcy Court.
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13.

Auction. The Debtors shall conduct an auction on April 7, 2020 at the offices of
Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, California
90017, commencing at 10:00 a.m. Pacific Time (the “Auction”). The Auction will
be conducted to determine the highest and best Qualified Bid (the “Winning Bid,”
with such bidder being the “Winning Bidder”). Subject to paragraph 18 below, the
Auction will be conducted in accordance with the following procedures (the
“Auction Procedures”):
(a)

only Qualified Bidders, in person or through duly-authorized
representatives at the Auction may bid at the Auction, and every
Qualified Bidder must have at least one (1) such duly-authorized
representative with authority to bind the Qualified Bidder at the Auction;

(b)

only such authorized representatives of each of the Qualified Bidders, the
Debtors, the Consultation Parties and their respective legal and financial
advisors shall be permitted to attend the Auction;

(c)

prior to the commencement of the Auction, representatives of the
Debtors, and/or the Consultation Parties may have discussions with each
Qualified Bidder with respect to the terms and conditions of such
Qualified Bids, and the Debtors will have selected, in consultation with
the Consultation Parties, a Qualified Bid to become the opening bid at the
Auction (the bid submitted by such Qualified Bidder shall be referred to
as the “Opening Bid” and the Qualified Bidder shall be referred to as the
“Opening Bidder”);

(d)

bidding shall commence at the amount of the Opening Bid. The Opening
Bid shall be announced by the Debtors at or before the commencement of
the Auction. Other Qualified Bidders may then submit successive bids in
increments of at least $2,000,000 (plus, with respect to the first
successive bid, the amount of the Break-Up Fee, if any) higher than the
Opening Bid, and all subsequent bids must be at least $2,000,000 higher
than the previous bid. To the extent a Stalking Horse Bidder submits
higher bids, such Stalking Horse Bidder shall have the right (but not the
obligation) to increase its Opening Bid by using, as a credit, the amount
of the Break-Up Fee when determining whether any Stalking Horse
Bidder has topped the previous bid by the required amount;

(e)

Qualified Bidders shall have the right to submit additional bids that
include modifications to their Qualified APA at the Auction, consistent
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Assets subject to the Credit Bid that rank equal or senior to the security interest of
the Credit Bidder in the Purchased Assets consent in writing to such Credit Bid or
(y) the Credit Bid expressly provides for the payment in full in cash at the closing
on account of the Purchased Assets subject to valid and perfected security interests
in the Purchased Assets that are equal or senior in rank to the security interests of
the Credit Bidder. Nothing herein shall limit the rights of any party in interest to
seek relief from the Bankruptcy Court related to the right or alleged right of any
creditor to exercise a Credit Bid for any of the Purchased Assets.
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(f)

the bidding will be transcribed by a certified court reporter employed by
the Debtors to ensure an accurate recording of the bidding at the Auction;

(g)

each Qualified Bidder shall be required to confirm that it has not engaged
in any collusion with respect to the bidding or the proposed Sale and is
not in violation of § 363(n); and

(h)

absent irregularities in the conduct of the Auction, the Debtors will not
consider any Potential Bids made after the Auction is closed.
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14.

Acceptance of the Winning Bid and Designation of the Back-Up Bid.
(a)

Upon the conclusion of the Auction (if such Auction is conducted), the
Debtors, in the exercise of their reasonable, good-faith business judgment
and after consultation with the Consultation Parties, shall identify (i) the
Winning Bid, which is the highest and best Qualified Bid submitted at the
Auction; and (ii) the next highest and best Qualified Bid (the “Back-Up
Bid” and the party submitting the Back-Up Bid, the “Back-Up Bidder”).
Each of the Winning Bidder and the Back-Up Bidder shall be required to
execute a definitive Qualified Bid conformed to the provisions of the
Winning Bid and the Back-Up Bid, as applicable, as soon as practicable
but, in no event, prior to the Sale Hearing. For the purposes of these
Bidding Procedures, the definitive agreement executed by the (i) Winning
Bidder shall be defined as the “Winning Bid APA” and (ii) Back-Up
Bidder shall be defined as the “Back-Up Bid APA”. The Back-Up Bidder
must keep the Back-Up Bid open and irrevocable until the earlier of (i)
5:00 p.m. (Pacific Time) on the date which is thirty (30) days after the
entry of the Sale Order (the “Outside Back-Up Date”), or (ii) the date of
closing of the Sale to the Winning Bidder.

(b)

Except as provided in Paragraph 9(h) concerning Credit Bids, within two
business days after the conclusion of the Auction, the Winning Bidder
and the Back-Up Bidder shall each deposit with the Debtors an additional
amount in cash such that, when combined with their existing Deposit,
each such bidder’s aggregate Deposit equals ten percent (10%) of the
Purchase Price reflected in the final bid of the Winning Bidder and of the
Back-Up Bidder, respectively (such additional amounts shall be included
in the definition of the “Deposit”).

14
15
16
17
18
19
20
21
22
23

Desc

herewith, provided that any such modifications to the Qualified APA, on
an aggregate basis and viewed in whole, shall not be less favorable to the
Debtors than any prior bid by such party (as determined by the Debtors,
following consultation with the Consultation Parties). The Debtors, in
consultation with the Consultation Parties, reserve the right to separately
negotiate the terms of any Qualified Bids at the Auction, provided the
terms are fully disclosed at the time such Qualified Bid is formally
submitted;
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(c)
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15.

The sale hearing is presently scheduled to take place on April 9, 2020 at
10:00 a.m. (Pacific Time), or as soon thereafter as counsel may be heard,
before the Honorable Ernst M. Robles, Courtroom 1568, 255 E. Temple
St., Los Angeles, California (the “Sale Hearing”).

(b)

Within two business days after the conclusion of the Auction (and in
advance of the Sale Hearing), the Debtors will file a notice of the
Winning Bid and Back-Up Bid, along with copies of the Winning Bid
APA, Back-Up Bid APA and the proposed Sale Order (the “Notice of
Winning Bid and Back-Up Bid”), redacted as necessary to protect
commercially sensitive and/or confidential information. The Sale Order
shall be in a form reasonably acceptable to the Prepetition Secured
Creditors.

(c)

Any objection to the approval of the Winning Bid and Back-Up Bid shall
be filed no later than April 8, 2020 at 5:00 o’clock p.m. (Pacific Time).

(d)

The Debtors will present the results of the Auction to the Bankruptcy
Court at the Sale Hearing, at which certain findings will be sought from
the Bankruptcy Court regarding the Auction, including, among other
things, that (i) the Auction was properly conducted, and the Winning
Bidder and the Back-Up Bidder were properly selected, in accordance
with these Bidding Procedures, (ii) the Auction was fair in substance and
procedure, (iii) each of the Winning Bid and the Back-Up Bid was a
Qualified Bid, (iv) closing of the Sale with the Winning Bid (or if
applicable, the Back-Up Bid) will provide the highest and best value for
the Purchased Assets and is in the best interests of the Debtors and
(v) each of the Winning Bidder and the Back-Up Bidder are deemed to be
purchasers of the Purchased Assets in good faith as set forth in § 363(m).

(e)

At the Sale Hearing, the Debtors shall request the Bankruptcy Court to
enter an order approving the Winning Bid and, if applicable, the Back-Up
Bid (the “Sale Order”). Except to the extent revised by the Debtors in
their discretion, after consultation with the Consultation Parties and the
Winning Bidder, the proposed Sale Order presented to the Bankruptcy
Court at the Sale Hearing shall be in the form submitted as part of the
Winning Bid, and will preserve the rights of the Prepetition Secured
Creditors with respect to any proceeds received from the Sale in

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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If an Auction is held, the Debtors shall be deemed to have accepted a
Qualified Bid as the winner of the Auction (conditioned upon approval by
the Bankruptcy Court) only when (i) such bid is declared the Winning
Bid; (ii) definitive documentation has been executed in respect thereof;
and (iii) any additional Deposit required as a result of a bid submitted at
the Auction (as required by the Bidding Procedures) has been provided to
the Debtors. Such acceptance is also conditioned upon approval by the
Court of the Winning Bid and (if applicable) the Back-Up Bid.

(a)
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Sale Hearing.
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16.
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(a)

The Deposit of each Potential Bidder shall be held pursuant to an escrow
agreement acceptable to the Debtors, subject to the prior consent of the
Debtors as to the escrow agent and form of escrow agreement, where
such consent is not to be unreasonably withheld.

(b)

Upon closing of the Sale with the Winning Bidder, the Deposit of the
Winning Bidder shall be credited to the Purchase Price. As shall be set
forth in the Winning Bid APA, if the Winning Bidder fails to close, then
the Deposit which is the subject of the Winning Bid shall be retained by
the Debtors or returned to the Winning Bidder as shall be set forth in the
Winning Bid APA or as otherwise ordered by the Bankruptcy Court.

(c)

The Deposits of any Qualified Bidders other than the Winning Bidder and
the Back-Up Bidder will be returned within two (2) business days after
the conclusion of the Sale Hearing; provided, that, the Deposit of the
Back-Up Bidder shall be returned to the Back-Up Bidder at the earlier of
(i) the closing of the Sale to the Winning Bidder, and (ii) thirty (30) days
after entry of the Sale Order.

(d)

The Deposit of any Potential Bidder who is determined not to be a
Qualified Bidder shall be returned to such Potential Bidder within two (2)
business days of such determination, pursuant to the terms of the
applicable escrow agreement.
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17.

At the Sale Hearing, the Debtors shall also request, as part of the Sale
Order, authorization from the Bankruptcy Court to accept the Back-Up
Bid as the Winning Bid, and consummate such bid, if the Winning Bid is
not consummated when and as required by its terms without further order
of the Bankruptcy Court. The Debtors and the Back-Up Bidder shall be
bound to consummate the Back-Up Bid if the Winning Bid terminates, at
which time the Back-Up Bidder shall be deemed the Winning Bidder.
The Debtors shall promptly give notice to the Back-Up Bidder if the
Winning Bid is terminated and shall provide the Back-Up Bidder a
reasonable period within which to close as set forth in the Back-Up Bid
APA.

Treatment Of Deposit.
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accordance with the Final DIP Order and the Intercreditor Agreement (as
defined in the Final DIP Order).
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Payment of the Break-Up Fee. If any Stalking Horse Bidder is not the Winning
Bidder, the Debtors shall pay the Break-Up Fee to such Stalking Horse Bidder as
set forth in the agreement between the Debtors and the Stalking Horse Bidder
providing for such Break-Up Fee, but in no event shall payment be any earlier
than the time of the consummation of the sale of the Purchased Assets or transfer
thereof in the context of an Alternative Transaction, and shall only be paid from
the proceeds of such sale or upon the transfer of such Purchased Assets.
Notwithstanding the foregoing, a Break-Up Fee will only be payable if the
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Debtors have previously determined pursuant to Paragraph 10 of these Bidding
Procedures that a bid merits stalking horse status and protections.
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18.

Reservation of Rights. THE DEBTORS RESERVE THEIR RIGHTS TO
MODIFY THESE BIDDING PROCEDURES IN ANY MANNER IN
CONSULTATION WITH THE COMMITTEE AND WITH THE CONSENT
OF THE PREPETITION SECURED CREDITORS THAT WILL BEST
PROMOTE THE GOALS OF THE BIDDING PROCESS. THE DEBTORS
FURTHER RESERVE THEIR RIGHTS TO IMPOSE, AT OR PRIOR TO
THE AUCTION, ADDITIONAL TERMS AND CONDITIONS ON THE
SALE OF THE PURCHASED ASSETS, INCLUDING, WITHOUT
LIMITATION, EXTENDING THE DEADLINES SET FORTH IN THESE
BIDDING PROCEDURES, ADJOURNING THE AUCTION AT OR PRIOR
TO THE AUCTION AND/OR ADJOURNING THE SALE HEARING
PRIOR TO SUCH HEARING OR IN OPEN COURT WITHOUT
FURTHER NOTICE, AND REJECTING ANY OR ALL QUALIFIED BIDS
IF, IN THE DEBTORS’ REASONABLE, GOOD-FAITH BUSINESS
JUDGMENT,
FOLLOWING
CONSULTATION
WITH
THE
CONSULTATION PARTIES, THE DEBTORS DETERMINE THAT SUCH
QUALIFIED BID IS (I) INADEQUATE OR INSUFFICIENT, (II) NOT IN
CONFORMITY WITH THE REQUIREMENTS OF THE BANKRUPTCY
CODE OR ANY RELATED RULES OR THE TERMS SET FORTH
HEREIN, OR (III) CONTRARY TO THE BEST INTERESTS OF THE
DEBTORS. THE DEBTORS RESERVE THE RIGHT, AT ANY TIME,
FOR ANY REASON AND IN THEIR REASONABLE, BUSINESS
JUDGMENT, TO DECLINE TO PURSUE THE SALE AND TO
WITHDRAW ANY MOTION FILED IN THE COURT SEEKING TO
APPROVE THE SALE.
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NOTICE OF SALE PROCEDURES,
AUCTION DATE, AND SALE HEARING

2
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PLEASE TAKE NOTICE that on February 10, 2020, the above-captioned debtors and
debtors in possession (the “Debtors”), filed the Debtors’ Notice Of Motion And Motion For The
Entry of (I) An Order (1) Approving Form Of Asset Purchase Agreement; (2) Approving Auction
Sale Format and Bidding Procedures, (3) Approving Process For Discretionary Selection Of
Stalking Horse Bidder And Bid Protections; (4) Approving Form Of Notice To Be Provided To
Interested Parties; (5) Scheduling A Court Hearing To Consider Approval Of The Sale To The
Highest And Best Bidder; And (6) Approving Procedures Related To The Assumption Of Certain
Executory Contracts And Unexpired Leases; And (II) An Order Authorizing The Sale Of Property
Free And Clear Of All Claims, Liens And Encumbrances [Docket No. 4069] (the “Motion”).7
The Debtors seek, among other things, to sell St. Francis Medical Center and related assets (the
“Purchased Assets”) to the winning bidder(s) (the “Winning Bidder”), at an auction free and clear
of all liens, claims, encumbrances and other interests pursuant to §§ 363 and 365 of the
Bankruptcy Code, 11 U.S.C. § 101, et seq.
PLEASE TAKE FURTHER NOTICE that, on [DATE], the Bankruptcy Court entered
an order (the “Bidding Procedures Order”) approving the Motion and the bidding procedures (the
“Bidding Procedures”), which set the key dates and times related to the Sale of the Offered
Assets. All interested bidders should carefully read the Bidding Procedures Order and the
Bidding Procedures. To the extent that there are any inconsistencies between the Bidding
Procedures Order (including the Bidding Procedures) and the summary description of its terms
and conditions contained in this Notice, the terms of the Bidding Procedures Order shall control.
PLEASE TAKE FURTHER NOTICE that only those parties that submit Qualified
Bids may participate in the Auction. If you are interested in submitting a Qualified Bid, you must
comply with the Bidding Procedures. Any party in interest wishing to receive relevant
documents and available marketing materials may do so by contacting the Debtors’ investment
banker (the “Investment Banker”), Cain Brothers, a division of KeyBanc Capital Markets, 601
California Street, Suite 1505, San Francisco, CA 94108 (Attn: James Moloney
(jmoloney@cainbrothers.com)).
PLEASE TAKE FURTHER NOTICE that any party that has not received a copy of the
Motion or the Bidding Procedures Order that wishes to obtain a copy of the Motion or the
Bidding Procedures Order, including all exhibits thereto, may make such a request in writing to
Dentons US LLP, Attn: Tania M. Moyron, 601 S. Figueroa St., Suite 2500, Los Angeles, CA
90017 or by emailing tania.moyron@dentons.com or calling (213) 623-9300.
PLEASE TAKE FURTHER NOTICE that any party that wishes to take part in the
bidding process and submit a Qualified Bid for the Purchased Assets must submit its competing
bid by no later than 5:00 p.m. (prevailing Pacific Time) April 3, 2020 (the “Bid Deadline”) so
that such Bids are actually received by the Bid Deadline by all of the following parties: (i)
counsel to the Debtors: Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’ Investment
7

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1 California Street, Suite 2400,
San Francisco, CA 94111 (Attn: James Moloney (jmoloney@cainbrothers.com)); (iii) counsel to
the Official Committee of Unsecured Creditors: Milbank, Tweed, Hadley & McCloy LLP, 2029
Century Park East, 33rd Floor, Los Angeles, CA 90067 (Attn: Gregory A. Bray
(gbray@milbank.com)); (iv) counsel to the Master Trustee and Series 2005 Bond Trustee: Mintz,
Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn:
Daniel S. Bleck and Paul Ricotta (dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the
Series 2015 Notes Trustee: McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000,
Chicago, IL 60606 (Attn: Nathan F. Coco and Megan Preusker (ncoco@mwe.com;
mpreusker@mwe.com)); (vi) counsel to the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells
Fargo Center, 90 South Seventh Street, Minneapolis, MN 55402 (Attn: Clark Whitmore
(clark.whitmore@maslon.com)); and (vii) counsel to the MOB Lenders: Jones Day, 250 Vesey
Street, New York, NY 10281 (Attn: Bruce Bennett, Benjamin Rosenblum, and Peter Saba
(bbennett@jonesday.com, brosenblum@jonesday.com, psaba@jonesday.com) (collectively, the
“Notice Parties”).
PLEASE TAKE FURTHER NOTICE that Potential Bidders may either e-mail their
Bids to the e-mail addresses listed above or may deliver hard-copies of their Bids to the physical
addresses listed above so that they are actually received by the Bid Deadline. The Debtors shall
have no obligation to consider any other delivery format, such as fax, as being acceptable.
PLEASE TAKE FURTHER NOTICE that the Debtors may, in their sole discretion
after consultation with the Consultation Parties, extend the Bid Deadline until the commencement
of the Auction for one or more Potential Bidders without prior notice to any party, but shall have
no obligation to do so under any circumstances.
PLEASE TAKE FURTHER NOTICE that, pursuant to the terms of the Bidding
Procedures, an auction (the “Auction”) to sell the Purchased Assets will be conducted on April 7,
2020 at 10:00 a.m. (prevailing Pacific Time) at the offices of Dentons US LLP, 601 South
Figueroa Street, Suite 2500, Los Angeles, California 90017. In advance of the Sale Hearing and
within two business days of the conclusion of the Auction (if such Auction is conducted), the
Debtors shall file a notice with the Bankruptcy Court identifying the Winning Bidder.
PLEASE TAKE FURTHER NOTICE that a hearing will be held to approve the sale of
the Purchased Assets to the Winning Bidder (the “Sale Hearing”) before the Honorable Ernest
Robles, United States Bankruptcy Judge, United States Bankruptcy Court for the Central District
of California, 255 E. Temple St., Los Angeles, California 90012, Courtroom 1568, on April 9,
2020, at 10:00 a.m. (prevailing Pacific Time), or at such time thereafter as counsel may be
heard or at such other time as the Bankruptcy Court may determine. The Sale Hearing may be
adjourned from time to time without further notice to creditors or parties in interest other than by
announcement of the adjournment in open court on the date scheduled for the Sale Hearing.
Objections to the Sale shall be filed with the Bankruptcy Court and served so as to be received
no later than April 8, 2020, at 5:00 p.m. (prevailing Pacific Time) on the Notice Parties.
PLEASE TAKE FURTHER NOTICE that this Notice of the Auction and Sale Hearing
is subject to the full terms and conditions of the Motion, Bidding Procedures Order and Bidding
Procedures, which Bidding Procedures Order shall control in the event of any conflict, and the
Debtors encourage parties in interest to review such documents in their entirety. Any party that
has not received a copy of the Motion or the Bidding Procedures Order that wishes to obtain a
US_Active\114292022\V-3
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copy of the Motion, the Bidding Procedures Order (including all exhibits thereto) may make such
a request in writing to Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)) or calling (213) 623-9300.

14

PLEASE TAKE FURTHER NOTICE THAT THE DEBTORS RESERVE THEIR
RIGHTS TO MODIFY THESE BIDDING PROCEDURES IN ANY MANNER IN
CONSULTATION WITH THE COMMITTEE AND WITH THE CONSENT OF THE
PREPETITION SECURED CREDITORS THAT WILL BEST PROMOTE THE GOALS OF
THE BIDDING PROCESS. THE DEBTORS FURTHER RESERVE THEIR RIGHTS TO
IMPOSE, AT OR PRIOR TO THE AUCTION, ADDITIONAL TERMS AND CONDITIONS
ON THE SALE OF THE PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION,
EXTENDING THE DEADLINES SET FORTH IN THESE BIDDING PROCEDURES,
ADJOURNING THE AUCTION AT OR PRIOR TO THE AUCTION AND/OR ADJOURNING
THE SALE HEARING PRIOR TO SUCH HEARING OR IN OPEN COURT WITHOUT
FURTHER NOTICE, AND REJECTING ANY OR ALL QUALIFIED BIDS IF, IN THE
DEBTORS’ REASONABLE, GOOD-FAITH BUSINESS JUDGMENT, FOLLOWING
CONSULTATION WITH THE CONSULTATION PARTIES, THE DEBTORS DETERMINE
THAT SUCH QUALIFIED BID IS (I) INADEQUATE OR INSUFFICIENT, (II) NOT IN
CONFORMITY WITH THE REQUIREMENTS OF THE BANKRUPTCY CODE OR ANY
RELATED RULES OR THE TERMS SET FORTH HEREIN, OR (III) CONTRARY TO THE
BEST INTERESTS OF THE DEBTORS. THE DEBTORS RESERVE THE RIGHT, AT ANY
TIME, FOR ANY REASON AND IN THEIR REASONABLE, BUSINESS JUDGMENT, TO
DECLINE TO PURSUE THE SALE AND TO WITHDRAW ANY MOTION FILED IN THE
COURT SEEKING TO APPROVE THE SALE.
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Dated: February ___, 2020
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[DRAFT]
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession
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NOTICE TO COUNTERPARTIES TO EXECUTORY CONTRACTS
AND UNEXPIRED LEASES OF THE DEBTORS
THAT MAY BE ASSUMED AND ASSIGNED
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PLEASE TAKE NOTICE that, on February 10, 2020, the above-captioned debtors and
debtors in possession (the “Debtors”), filed the Debtors’ Notice Of Motion And Motion For The
Entry of (I) An Order (1) Approving Form Of Asset Purchase Agreement; (2) Approving Auction
Sale Format and Bidding Procedures, (3) Approving Process For Discretionary Selection Of
Stalking Horse Bidder And Bid Protections; (4) Approving Form Of Notice To Be Provided To
Interested Parties; (5) Scheduling A Court Hearing To Consider Approval Of The Sale To The
Highest And Best Bidder; And (6) Approving Procedures Related To The Assumption Of Certain
Executory Contracts And Unexpired Leases; And (II) An Order Authorizing The Sale Of Property
Free And Clear Of All Claims, Liens And Encumbrances [Docket No. 4069] (the “Motion”).8
PLEASE TAKE FURTHER NOTICE that, on [DATE], the Court entered an Order (the
“Bidding Procedures Order”) approving, among other things, the Bidding Procedures requested in
the Motion, which Bidding Procedures Order governs (i) the bidding process for the sale of
certain assets (the “Purchased Assets”) of the Debtors, and (ii) procedures for the assumption and
assignment of certain of the Debtors’ executory contracts and unexpired leases.
PLEASE TAKE FURTHER NOTICE that the Motion also seeks Court approval of the
sale (the “Sale”) of the Purchased Assets to the Winning Bidder(s), free and clear of all liens,
claims, interests and encumbrances pursuant to § 363 of the Bankruptcy Code, 11 U.S.C. § 101,
et seq. including the assumption by the Debtors and assignment to the buyer(s) of certain
executory contracts and unexpired leases pursuant to § 365 of the Bankruptcy Code (the
“Assumed Executory Contracts”), with such liens, claims, interests and encumbrances to attach to
the proceeds of the Sale with the same priority, validity and enforceability as they had prior to
such Sale. In advance of the Sale Hearing and within two business days of the conclusion of the
Auction (if such Auction is conducted), the Debtors shall file a notice with the Bankruptcy Court
identifying the Winning Bidder and serve such notice by fax, email or overnight mail to all
counterparties whose contracts are to be assumed and assigned. Any counterparty to an Assumed
Executory Contract that wishes to receive such notice by email or fax, must provide their email
address or fax number to Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)) or calling (213) 623-9300 before
the Auction.
PLEASE TAKE FURTHER NOTICE that a hearing (the “Sale Hearing”) to approve
the Sale and authorize the assumption and assignment of the Assumed Executory Contracts will
be held on April 9, 2020, at 10:00 a.m. (prevailing Pacific Time), before the United States
Bankruptcy Court for the Central District of California, 255 E. Temple St., Los Angeles,
California 90012, Courtroom 1568. The Sale Hearing may be adjourned from time to time
without further notice to creditors or parties in interest other than by announcement of the
adjournment in open court on the date scheduled for the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that, consistent with the Bidding Procedures
Order, the Debtors may seek to assume an executory contract or unexpired lease to which you
8

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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may be a party. The Assumed Executory Contract(s) are described on Exhibit A attached to this
Notice. The amount shown on Exhibit A hereto as the “Cure Amount” is the amount, if any,
which the Debtors assert is owed to cure any defaults existing under the respective Assumed
Executory Contract.
PLEASE TAKE FURTHER NOTICE that, if you disagree with the Cure Amount
shown for the Assumed Executory Contract(s) on Exhibit A to which you are a party, you must
file in writing with the United States Bankruptcy Court for the Central District of California, 255
E. Temple St., Los Angeles, California 90012, an objection on or before the Bid Deadline of 5:00
p.m. (prevailing Pacific Time) April 3, 2020 (or such later date otherwise specified in the Cure
Notice, or, solely with respect to those counterparties to Assumed Executory Contracts who are
not initially served with a Cure Notice, seven (7) days after service by overnight mail of such
Cure Notice). Any objection must set forth the specific default or defaults alleged and set forth
any cure amount as alleged by you. If a contract or lease is assumed and assigned pursuant to a
Court order approving same, then unless you properly file and serve an objection to the Cure
Amount contained in this Notice, you will receive at the time of the closing of the sale (or as soon
as reasonably practicable thereafter), the Cure Amount set forth herein, if any. Any counterparty
to an Assumed Executory Contract that fails to timely file and serve an objection to the Cure
Amounts shall be forever barred from asserting that a Cure Amount is owed in an amount in
excess of the amount, if any, set forth in the attached Exhibit A.
PLEASE TAKE FURTHER NOTICE that if you have any other objection to the
Debtors’ assumption and assignment of the Assumed Executory Contract to which you may be a
party, you also must file that objection in writing no later by 5:00 p.m. (prevailing Pacific Time)
April 3, 2020 (or such later date otherwise specified in the Cure Notice, or, solely with respect to
those counterparties to Assumed Executory Contracts who are not initially served with a Cure
Notice, seven (7) days after service by overnight mail of such Cure Notice); provided, however,
that any counterparty to an Assumed Executory Contract may raise an objection to the
assumption and assignment of the Assumed Executory Contract solely with respect to such
Winning Bidder’s ability to provide adequate assurance of future performance under the Assumed
Executory Contract at the Sale Hearing, or any time before the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that any objection you may file must be served
so as to be received by the following parties by the applicable objection deadline date and time:
(i) counsel to the Debtors: Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles,
CA 90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’ Investment
Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1 California Street, Suite 2400,
San Francisco, CA 94111 (Attn: James Moloney (jmoloney@cainbrothers.com)); (iii) counsel to
the Official Committee: Milbank, Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd
Floor, Los Angeles, CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to
the Master Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris, Glovsky and
Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn: Daniel S. Bleck and Paul Ricotta
(dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the Series 2015 Notes Trustee:
McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn:
Nathan F. Coco and Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to
the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South Seventh Street,
Minneapolis, MN 55402 (Attn: Clark Whitmore (clark.whitmore@maslon.com)); and (vii)
counsel to the MOB Lenders: Jones Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce
-2US_Active\114292022\V-3
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PLEASE TAKE FURTHER NOTICE that, in the event that the Debtors and the
counterparty cannot resolve the Cure Amount, the Debtors shall segregate from the proceeds of
sale any disputed Cure Amounts pending the resolution of any such disputes by the Court or
mutual agreement of the parties. Assumption Objections may be resolved by the Court at the Sale
Hearing, or at a separate hearing either before or after the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that nothing contained herein shall obligate the
Debtors to assume any Assumed Executory Contracts or to pay any Cure Amount.9
PLEASE TAKE FURTHER NOTICE THAT IF YOU DO NOT TIMELY FILE AND
SERVE AN OBJECTION AS STATED ABOVE, THE COURT MAY GRANT THE RELIEF
REQUESTED IN THE MOTION WITH NO FURTHER NOTICE.
PLEASE TAKE FURTHER NOTICE THAT ANY COUNTERPARTY TO ANY
ASSUMED EXECUTORY CONTRACT WHO DOES NOT FILE A TIMELY OBJECTION TO
THE CURE AMOUNT FOR SUCH ASSUMED EXECUTORY CONTRACT IS DEEMED TO
HAVE CONSENTED TO SUCH CURE AMOUNT.
Dated: February ___, 2020

DENTONS US LLP
SAMUEL R. MAIZEL
TANIA M. MOYRON
By

23
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[DRAFT]
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession

25

28

(bbennett@jonesday.com,

PLEASE TAKE FURTHER NOTICE that except to the extent otherwise provided in
the Winning Bid APA, the Debtors and the Debtors’ estates shall be relieved of all liability
accruing or arising after the assumption and assignment of the Assumed Executory Contracts
pursuant to 11 U.S.C. § 365(k).

22
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PLEASE TAKE FURTHER NOTICE that the Winning Bidder shall be responsible for
satisfying any requirements regarding adequate assurance of future performance that may be
imposed under 11 U.S.C. §§ 365(b) and (f) in connection with the proposed assignment of any
Assumed Executory Contract. The Court shall make its determinations concerning adequate
assurance of future performance under the Assumed Executory Contracts pursuant to 11 U.S.C.
§§ 365(b) and (f) at the Sale Hearing.
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“Assumed Executory Contracts” are those contracts and leases that the Debtors believe may be
assumed and assigned as part of the orderly transfer of the Purchased Assets; however, the Winning
Bidder may choose to exclude certain of the Debtors’ contracts or leases from the list of Assumed
Executory Contracts as part of their Qualifying Bid, causing such contracts and leases not to be
assumed by the Debtors.

-3US_Active\114292022\V-3

Case 2:18-bk-20151-ER

1

Exhibit A

2

(Assumed Executory Contracts)

3
4
5
6
7
8
9
DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

Doc 4165 Filed 02/26/20 Entered 02/26/20 15:23:49
Main Document Page 31 of 31

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

US_Active\114292022\V-3

Desc

Title 11, California Code of Regulations,§ 999.5(d)(l)(B)
Exhibit 5
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A statement of all of the reasons the board of directors of applicant believes that the
proposed agreement or transaction is either necessary or desirable

The VHS Board of Directors (the “VHS Board”) has met regularly to oversee and direct the
Bankruptcy Cases, including reviewing the hiring of professionals, the determination to file the
Bankruptcy Cases, the determination to enter into “debtor-in-possession” loan agreements with
Ally Bank, and the determination to sell the Hospitals’ assets and oversight of operations.
In its prior application in the context of the SGM transaction, VHS explained in great detail its
extensive efforts to market and ultimately sell St. Francis Medical Center (among its other
assets). In this submission, VHS does not recount all of those historic efforts or the path to
approval of the prior failed sale to SGM. Instead, for purposes of this submission, the Applicant
focuses on the renewed sale process and contemplated sale of St. Francis Medical Center to
Prime.
A.

Marketing Process

As outlined in greater detail in the declarations of James Maloney in support of the St. Francis
Medical Center sale and described below, Cain commenced a new marketing process to identify
parties potentially interested in acquiring St. Francis Medical Center as a going concern after the
SGM sale failed. See declarations included with Exhibit 3 and Exhibit 5 attached to Section
999.5(d)(1)(B). On January 15, 2020 Cain sent a letter to all potential interested purchasers,
outlining the proposed sale timeline and requesting the submission of all indications of interest
by January 31, 2020. As of that date, Cain received seven indications of interest for a potential
St. Francis Medical Center acquisition. Cain continued to work with these potential purchasers
on various issues relating to diligence, asset purchase agreements and related inquiries. One
potential purchaser that submitted an indication of interest did not continue with the process to
submit a bid.
B.

Bankruptcy Bidding Procedures and Continued Marketing Process

On February 10, 2020, after receipt of these indications of interest, VHS filed a motion with the
Bankruptcy Court requesting approval of the bidding procedures (the “Bidding Procedures”) to
govern the contemplated sale of St. Francis Medical Center and related auction process. The
Bankruptcy Court entered an order approving the Bidding Procedures (the “Bidding Procedures
Order”). Among other things, the Bidding Procedures Order provided that bids were required to
be submitted (i) in writing and (ii) be received by the “Bid Deadline Recipients.” The Bid
Deadline Recipients were the only parties entitled to receive the bids and included: (i) the
Debtors’ counsel; (ii) the Debtors’ investment banker; (iii) counsel to the Official Committee of
Unsecured Creditors (“Counsel”); and (iv) counsel to the Debtors’ Prepetition Secured Creditors.
The Bidding Procedures also established a deadline for bidders to submit bids of April 3, 2020. If
any bids were designated as “Qualified Bids” under the Bidding Procedures, then an Auction
would be conducted on April 7, 2020.

The Bidding Procedures provided that, VHS was authorized in its discretion, after consultation
with interested parties, including Prepetition Secured Creditors and the Official Committee of
Unsecured Creditors (the “Committee”), to designate a stalking horse purchaser from the parties
making bids.
After the entry of the Bidding Procedures Order, Cain requested that the remaining potential
purchasers submit updated bids, including draft asset purchase agreements and ancillary
documents redlined form documents available in the Debtors’ online data room. Thereafter, Cain
and the Debtors received updated bids from the potential purchasers. After reviewing the bids,
and after consultation with the Committee, and with the consent of the prepetition secured
creditors, the VHS Board met and selected Prime as the stalking horse bidder because, among
other things, Prime had the highest and best bid, had a purchase price with greater certainty, and
had greater certainty to close than the alternatives.
On the bid deadline of April 3, 2020, the Debtors received three additional bids from potential
purchasers. VHS reviewed the bids and in consultation with its advisors, the Committee, and the
prepetition secured creditors determined that the bids did not satisfy the requirements to be
“Qualified Bids.” Consequently, Prime became the winning bidder pursuant to the terms of the
Bidding Procedures.
In accordance with the Bidding Procedures Orders and the NDAs executed by all parties, the
Debtors did not share the bids with any parties except their advisors, the Committee and the
prepetition secured creditors, as authorized by the Bidding Procedures Order.
C.

Bankruptcy Court Approval of the Sale to Prime

On April 9, 2020 the Bankruptcy Court approved the proposed sale to Prime [Docket No. 4507].
In reaching this conclusion, the Bankruptcy Court explained that:
The Debtors have demonstrated sufficient business justification for the sale. The
Debtors have shown that the sale of St. Francis as a going-concern is the best
means of both maximizing the recovery for creditors and advancing the Debtors’
charitable mission of facilitating access to healthcare for underserved
communities.
The Court finds that the Debtors have adequately marketed St. Francis. In June
2018, prior to the Petition Date, the Debtors engaged Cain Brothers, a division of
KeyBanc Capital Markets (“Cain”) to market all of the Hospitals, including St.
Francis. Beginning in July 2018, Cain prepared a Confidential Investment
Memorandum (the “CIM”), created an online data room to share information with
potential buyers, and contacted over 110 strategic and financial buyers.
Subsequent to the Petition Date, Cain continued to market St. Francis.
In connection with a prior sale to Strategic Global Management, Inc. (“SGM”)
that did not close (the “SGM Sale”), St. Francis was extensively marketed. Cain
notified 90 parties of the sale process, provided access to a data room to sixteen
parties who executed non-disclosure agreements (“NDAs”), and remained in
contact with potential purchasers to respond to questions and provide information.

After the SGM Sale failed to close, Cain commenced a new marketing process. In
December 2019, Cain began making phone calls to parties who had previously
expressed interest in acquiring St. Francis. On January 3, 2020, Cain e-mailed all
parties who had previously executed NDAs and explained that the Debtors were
initiating another marketing process. Ultimately, 61 parties executed NDAs with
respect to the renewed marketing process and were granted access to an online
data room.
On January 31, 2020, the Debtors received seven Indications of Interest (the
“IOIs”) for the potential acquisition of St. Francis. Cain contacted the seven
potential purchasers who submitted the IOIs and continued to work with the
purchasers to respond to questions and provide information. In sum, Cain’s
marketing efforts have been thorough and have provided interested parties a
sufficient opportunity to bid for St. Francis.
Having reviewed the declarations of Richard G. Adcock (VHS’ CEO), James M.
Moloney (the managing director of Cain), and A. Joel Richlin (Vice President,
Deputy General Counsel, and Chief Litigation Counsel to Prime), the Court finds
that Prime is a good-faith purchaser entitled to the protections of § 363(m). The
Court makes this good-faith determination based upon the following findings of
fact:
1) Neither Prime or its management have any material connections to the
Debtor except for professional connections developed during the bidding
process.
2) Neither Prime or its management are insiders of the Debtors.
3) Neither Prime or its management is a creditor of the Debtors.
4) Prime negotiated the purchase of St. Francis in good faith and at arm’s
length.
5) In connection with the Auction, Prime complied with the procedures set
forth in the Bidding Procedures Order.
6) Neither Prime or its management colluded with anyone to depress the
purchase price at the Auction.
7) Prime has disclosed all payments to be made by Prime and other
agreements entered into or to be entered into with the Debtors in
connection with the APA.
8) At all relevant times, both Prime and the Debtors were represented by
counsel.
Based on the foregoing, the Bankruptcy Court found that the Debtors had adequately marketed
the assets, and that the marketing efforts and sale process was sufficient to establish the purchase
price as the fair market value for the assets. The Court reached this conclusion because, as
established by legal precedent, the fair market value is the price an arms-length purchaser is
willing to pay and a seller is willing to accept. As the Bankruptcy Court noted in an earlier sale
of hospitals from the Verity system, “‘fair market value’ means the most likely price that the
assets being sold would bring in a competitive and open market under all conditions requisite to
a fair sale, the buyer and seller, each acting prudently, knowledgeably and in their own best

interest, and a reasonable time being allowed for exposure in the open market.” VHS has
satisfied all those factors in conducting the process which has led to the filing of this
application. It has marketed the assets far and wide, for a substantial amount of time (multiple
times), and, finally, the assets were sold in a competitive and open market, with the buyer and
seller each acting in furtherance of their own interests in an arm-length
transaction. Consequently, the purchase price is the fair market value of the assets being sold,
and the highest and best offer, as found.
The Sale Order (which is included with as Exhibit 2 to Section 999.5(d)(1)(B)) also held that the
offer from Prime was the highest and best [Docket No. 4511], as follows:
M. Highest and Best Offer. The Debtors solicited offers and noticed the
Auction in accordance with the provisions of the Bidding Procedures
Order. The Auction was duly noticed, the sale process was conducted in a
non-collusive manner and the Debtors afforded a full, fair and reasonable
opportunity for any person or entity to make a higher and better offer to
purchase the Purchased Assets. Commencing on January 3, 2020, the
Debtors contacted all parties that had executed a nondisclosure agreements
(an “NDA”) in connection with the Debtors’ previous efforts to market St.
Francis and, following the receipt of executed NDAs, granted fifty three
(53) parties access to a secured diligence data site and received seven
written indications of interest for the potential acquisition of St. Francis by
January 31, 2020. Other than Prime’s Bid, the Debtors received no other
Qualified Bids by the Bid Deadline (as such terms are defined by the
Bidding Procedures Order). The Debtors properly consulted with the
Consultation Parties in selecting Prime’s Bid as the highest and best bid
pursuant to the Bidding Procedures Order. The transfer and sale of the
Purchased Assets to Prime on the terms set forth in the APA constitutes
the highest and best offer for the Purchased Assets and will provide a
greater recovery for the Debtors’ estates than would be provided by any
other available alternative. The Debtors’ determination, in consultation ith
the Consultation Parties (as defined in the Bidding Procedure Order), that
the APA constitutes the Winning Bid, constitutes a valid and sound
exercise of the Debtors’ business judgment.
For further details regarding VHS’s efforts to sell St. Francis Medical Center and related due
diligence regarding potential purchasers, please see the following attached documents:
1.

Advisor Presentations to St. Francis Medical Center Board of April 1, 2020, attached
to this Section 999.5(d)(1)(C) as Exhibit 1.

2.

Advisor Presentations to St. Francis Medical Center Board of April 3, 2020, attached
to this Section 999.5(d)(1)(C) as Exhibit 2.

3.

Advisor Presentations to VHS Board of April 3, 2020, attached to this Section
999.5(d)(1)(C) as Exhibit 3.

4.

VHS Board resolutions of April 3, 2020, selecting Prime as stalking horse bidder,
attached to this Section 999.5(d)(1)(C) as Exhibit 4.

5.

St. Francis Medical Center Board resolutions of April 9, 2020, recommending the
Transaction with Prime to the VHS Board, attached to this Section 999.5(d)(1)(C) as
Exhibit 5.

6.

VHS resolutions as sole member of Verity Holdings, LLC of April 9, 2020,
approving the Potential Transaction with Prime, attached to this Section
999.5(d)(1)(C) as Exhibit 6.

7.

VHS Board resolutions of April 9, 2020, approving the Potential Transaction with
Prime, attached to this Section 999.5(d)(1)(C) as Exhibit 7.
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St. Francis Medical Center
Report to Board of Directors on Status
of Sale Process
April 1, 2020
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St. Francis Medical Center
Report to Board of Directors on Status
of Sale Process
April 3, 2020
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St. Francis Medical Center
Report to VHS Board of Directors on
Status of Sale Process
April 3, 2020
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RESOLUTIONS OF THE BOARD OF DIRECTORS
OF
VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
April 3, 2020
St. Francis Medical Center
The board of directors (the “Board”) of Verity Health System of California, Inc., a
California nonprofit public benefit corporation (the “Company”), hereby adopts the following
resolutions, at a duly-held meeting of the Board.
WHEREAS, On August 31, 2018, the Company filed a voluntary petition for relief under
chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Central District
of California, Los Angeles Division (the “Bankruptcy Court”);
WHEREAS, the Company has been presented with an opportunity to enter into an Asset
Purchase Agreement and related ancillary agreements for itself and in the name and on behalf of
St. Francis Medical Center and Verity Holdings, LLC (collectively, with its exhibits and
ancillary agreements, the “Purchase Agreement”) with Prime Healthcare Services, Inc., as a
“stalking horse” bidder (“Purchaser”) with respect to the potential sale to Purchaser of the assets
of St. Francis Medical Center and certain related assets owned by Verity Holdings, LLC
(together, the “Hospital”), for net consideration of approximately $350 million and on such other
terms and conditions as are set forth in the Purchase Agreement (the “Potential Transaction”);
WHEREAS, if necessary, the Company will conduct an auction for the Properties in or
around April 2020 (the “Auction”) and the Company will enter into the Purchase Agreement, in
that case, only if the Purchaser provides the highest and best bid at the Auction, as approved by
the Bankruptcy Court;
WHEREAS, in connection with such Potential Transaction, the Board has reviewed and
discussed the recommendations of the advisors of the Company: Dentons US LLP, Berkeley
Research Group and Cain Bros.;
WHEREAS, the Board has reviewed and discussed the Potential Transaction;
WHEREAS, Cain Bros. has demonstrated to the Board that Cain Bros. has actively and
thoroughly marketed the Hospital;
WHEREAS, Berkeley Research Group has provided an independent analysis of the
benefit to the estate regarding the Purchase Agreement; and
WHEREAS, Dentons US LLP has provided advice regarding the Purchase Agreement.
NOW, THEREFORE, in the business judgment of the Board, it is necessary, advisable
and in the best interests of the Company, the estates and stakeholders that the following
resolutions be hereby adopted:

RESOLVED, that the Purchase Agreement, on substantially the terms presented to the
Board be, and the same hereby is, in all respects approved as being in the best interests of the
Company;
FURTHER RESOLVED, that after the Auction and subject to the Bankruptcy Court
approval, the officers of the Company, or any one or more of them, be, and each of them hereby
is, authorized and directed, for and on behalf of the Company, to execute and deliver the
Purchase Agreement and to consummate the Potential Transaction, (with such non-material
additions or changes to the terms presented to the Board as may be approved by the officers of
the Company executing the Purchase Agreement and with such other changes as the Chair or
Vice Chair may approve), with such changes thereto as the officer or officers executing the
Purchase Agreement shall approve, such approval to be conclusively evidenced by such officer’s
or officers’ execution and delivery thereof;
FURTHER RESOLVED, that after the Auction and subject to the Bankruptcy Court
approval, the officers of the Company, or any one or more of them, be, and each of them hereby
is, authorized and directed, for and on behalf of the Company, to execute, seal, attest and deliver
all such instruments, certificates, agreements, governmental filings and other documents, to pay
all such fees and expenses, and to do and perform all such acts and things as may be necessary or
desirable to consummate the transactions contemplated by the Purchase Agreement; and
FURTHER RESOLVED, that any acts of the officers of the Company in connection with
the Potential Transaction and the transactions contemplated by the Purchase Agreement, and of
any person or persons designated or authorized to act by any officer of the Company in
furtherance of such transactions, which acts would have been authorized by the foregoing
resolutions, except that such acts were taken prior to the adoption of such resolutions, are hereby
severally ratified, confirmed, approved and adopted in all respects.

END

CERTIFICATE
follows.

The Secretary of Verity Health System of California Inc., (the “Company”), hereby certifies as
1. The Secretary is familiar with the facts herein certified and is duly authorized to certify
same on behalf of the Company.
2. Attached hereto is a true, complete and correct copy of the Resolutions of the Board of
Directors of the Company.
3. Such Resolutions have not been amended, altered, annulled, rescinded or revoked and are
in full force and effect as of the date hereof.

IN WITNESS WHEREOF, the undersigned has executed this Certificate as of the 3rd day of
April, 2020.

SECRETARY
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UNANIMOUS WRITTEN CONSENT OF THE BOARD OF DIRECTORS
OF
ST. FRANCIS MEDICAL CENTER
April 9, 2020
The undersigned, being all the members of the board of directors (the “Board”) of St. Francis Medical
Center, a California nonprofit public benefit corporation (the “Company”), hereby consent to the following
actions and adopt the following resolutions by written consent in lieu of a meeting.
WHEREAS, On August 31, 2018, the Company filed a voluntary petition for relief under chapter 11 of
the Bankruptcy Code in the United States Bankruptcy Court for the Central District of California, Los Angeles
Division (the “Bankruptcy Court”);
WHEREAS, the Board previously approved a purchase of the Hospital to Prime Healthcare Services,
Inc. (the “Purchaser”) so long as there was no over-bidder;
WHEREAS, there was no over-bidder and no auction and, therefore, the Purchaser has been approved as
the winning purchaser, pursuant to that certain Asset Purchase Agreement and related ancillary agreements
(collectively with its exhibits and ancillary agreements, the “Purchase Agreement”) with Purchaser with respect
to the sale to Purchaser of substantially all the operating assets of St. Francis Medical Center and certain related
assets owned by Verity Health System of California, Inc. (“Verity”) and Verity Holdings, LLC (together, the
“Hospital”), for net consideration of approximately $350 million and on such other terms and conditions as are
set forth in the Purchase Agreement (the “Transaction”);
WHEREAS, the Company will enter into the Purchase Agreement if and when approved by the
Bankruptcy Court;
WHEREAS, in connection with such Transaction, the Board has reviewed and discussed the
recommendations of the advisors of the Company: Dentons US LLP, Berkeley Research Group and Cain Bros.;
and
WHEREAS, this Board must make a recommendation to the Board of Directors of Verity (the “Verity
Board”).
NOW, THEREFORE, in the business judgment of the Board, it is necessary, advisable and in the best
interests of the Company, the estates and stakeholders that the following resolutions be hereby adopted:
RESOLVED, that this Board recommend to the Verity Board that the Transaction be approved as being
in the best interests of the Company;
FURTHER RESOLVED, that subject to approval by the Verity Board and the Bankruptcy Court, the
officers of the Company, or any one or more of them, be, and each of them hereby is, authorized and directed,
for and on behalf of the Company, to take such actions to enter into and consummate the Transaction, including,
without limitation, to execute and deliver the Purchase Agreement, as may be approved by the officers of the
Company, such approval to be conclusively evidenced by such officer’s or officers’ taking of such action
(including execution and delivery of the Purchase Agreement);
FURTHER RESOLVED, that subject to approval by the Verity Board and the Bankruptcy Court, the
officers of the Company, or any one or more of them, be, and each of them hereby is, authorized and directed,
for and on behalf of the Company, to execute, seal, attest and deliver all such instruments, certificates,
agreements, governmental filings and other documents (including, without limitation, any filings, notices and/or
1

approvals sought with or from the Attorney General of the State of California), to pay all such fees and
expenses, to seek all such consents and approvals, to seek and enter into such settlements (including, without
limitation, with the Centers for Medicare and Medicaid Services and/or the California Department of Health
Care Services), and to do and perform all such acts and things as may be necessary or desirable to consummate
the actions described in these resolutions;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to execute and submit to the office of the Attorney General notice of the Transaction and the
Purchase Agreement in accordance with Section 5914(b) of the California Code;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to make available any other documents, instruments, and information in support of or necessary in
obtaining the Attorney General’s consent to the Transaction or waiver thereof, as may from time-to-time be
requested by the Attorney General;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to take or cause to be taken such further action, and to execute and deliver, or cause to be executed
and delivered, for and in the name and on behalf of the Company, any other documents, instruments and
information in support of or necessary in obtaining the Attorney General’s consent to the Transaction or waiver
thereof, as any such officer may deem appropriate in order to effect the purpose and intent of the foregoing
resolutions; and
FURTHER RESOLVED, that any acts of the officers of the Company in connection with the
Transaction and the transactions contemplated by the Purchase Agreement, and of any person or persons
designated or authorized to act by any officer of the Company in furtherance of such transactions, which acts
would have been authorized by the foregoing resolutions, except that such acts were taken prior to the adoption
of such resolutions, are hereby severally ratified, confirmed, approved and adopted in all respects.
IN WITNESS WHEREOF, the undersigned have executed these resolutions as of April 9, 2020.
Charles Druten, Jr.

Ursula Hyman, Esq.

Carlos Gomez

John Menchaca

Andy Moosa, MD

Louis Rubino, PhD

Samuel Ynzunza, Esq.

Harding Young, MD

Rich Adcock
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of such resolutions, are hereby severally ratified, confirmed, approved and adopted in all respects.
IN WITNESS WHEREOF, the undersigned have executed these resolutions as of April 9, 2020.
Charles Druten, Jr.

Ursula Hyman, Esq.

Carlos Gomez

John Menchaca

Andy Moosa, MD

Louis Rubino, PhD

Samuel Ynzunza, Esq.

Harding Young, MD

Rich Adcock
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approvals sought with or from the Attorney General of the State of California), to pay all such fees and
expenses, to seek all such consents and approvals, to seek and enter into such settlements (including, without
limitation, with the Centers for Medicare and Medicaid Services and/or the California Department of Health
Care Services), and to do and perform all such acts and things as may be necessary or desirable to consummate
the actions described in these resolutions;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to execute and submit to the office of the Attorney General notice of the Transaction and the
Purchase Agreement in accordance with Section 5914(b) of the California Code;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to make available any other documents, instruments, and information in support of or necessary in
obtaining the Attorney General’s consent to the Transaction or waiver thereof, as may from time-to-time be
requested by the Attorney General;
FURTHER RESOLVED, that subject to approval by the Verity Board, the officers of the Company, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on behalf of the
Company, to take or cause to be taken such further action, and to execute and deliver, or cause to be executed
and delivered, for and in the name and on behalf of the Company, any other documents, instruments and
information in support of or necessary in obtaining the Attorney General’s consent to the Transaction or waiver
thereof, as any such officer may deem appropriate in order to effect the purpose and intent of the foregoing
resolutions; and
FURTHER RESOLVED, that any acts of the officers of the Company in connection with the
Transaction and the transactions contemplated by the Purchase Agreement, and of any person or persons
designated or authorized to act by any officer of the Company in furtherance of such transactions, which acts
would have been authorized by the foregoing resolutions, except that such acts were taken prior to the adoption
of such resolutions, are hereby severally ratified, confirmed, approved and adopted in all respects.
IN WITNESS WHEREOF, the undersigned have executed these resolutions as of April 9, 2020.
Charles Druten, Jr.

Ursula Hyman, Esq.

Carlos Gomez

John Menchaca

Andy Moosa, MD

Louis Rubino, PhD

Samuel Ynzunza, Esq.
Harding Young, MD
Rich Adcock
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RESOLUTIONS OF THE SOLE MEMBER
OF
VERITY HOLDINGS, LLC
April 9, 2020
The sole member (the “Sole Member”) of Verity Holdings, LLC, a California limited
liability company (the “Company”), hereby adopts the following resolutions.
WHEREAS, On August 31, 2018, the Company filed a voluntary petition for relief under
chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Central District
of California, Los Angeles Division (the “Bankruptcy Court”);
WHEREAS, the Company has been presented with an opportunity to enter into an Asset
Purchase Agreement and related ancillary agreements (collectively with its exhibits and ancillary
agreements, the “Purchase Agreement”) with Prime Healthcare Services, Inc., as the winning
bidder (“Purchaser”) with respect to the potential sale to Purchaser of substantially all the
operating assets of St. Francis Medical Center and certain related assets owned by Verity Health
System of California, Inc. (“Verity”) and the Company (together, the “Hospital”), for net
consideration of approximately $270 million and on such other terms and conditions as are set
forth in the Purchase Agreement (the “Potential Transaction”);
WHEREAS, the Company will enter into the Purchase Agreement if and when approved
by the Bankruptcy Court;
WHEREAS, in connection with such Potential Transaction, the board of the Sole
Member has reviewed and discussed the recommendations of the advisors of the Company:
Dentons US LLP, Berkeley Research Group and Cain Bros.;
WHEREAS, the board of directors of the Sole Member has reviewed, discussed and
approved the Potential Transaction;
WHEREAS, Cain Bros. has demonstrated to the board of directors of the Sole Member
that Cain Bros. has actively and thoroughly marketed the Hospital;
WHEREAS, Berkeley Research Group has provided an independent analysis of the
benefit to the estate regarding the Purchase Agreement; and
WHEREAS, Dentons US LLP has provided advice regarding the Purchase Agreement.
NOW, THEREFORE, in the business judgment of the Sole Member, it is necessary,
advisable and in the best interests of the Company, the estates and stakeholders that the
following resolutions be hereby adopted:
RESOLVED, that the Purchase Agreement be approved as being in the best interests of
the Company;

US_Active\114584069\V-2

FURTHER RESOLVED, that subject to approval by the Bankruptcy Court, any officers
of the Company and any other persons or entities designated by the board of the Sole Member, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on
behalf of the Company, to execute and deliver the Purchase Agreement and to consummate the
Potential Transaction, with such changes thereto as the officer or officers executing the Purchase
Agreement shall approve, such approval to be conclusively evidenced by such officer’s or
officers’ execution and delivery thereof;
FURTHER RESOLVED, that subject to approval by the Bankruptcy Court, any officers
of the Company and any other persons or entities designated by the board of the Sole Member, or
any one or more of them, be, and each of them hereby is, authorized and directed, for and on
behalf of the Company, to execute, seal, attest and deliver all such instruments, certificates,
agreements, governmental filings and other documents (including, without limitation, any filings,
notices and/or approvals sought with or from the Attorney General of the State of California), to
pay all such fees and expenses, to seek all such consents and approvals, to seek and enter into
such settlements (including, without limitation, with the Centers for Medicare and Medicaid
Services and/or the California Department of Health Care Services), and to do and perform all
such acts and things as may be necessary or desirable to consummate the actions described in
these resolutions and the transactions contemplated by the Purchase Agreement;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company, to
execute and submit to the office of the Attorney General notice of the Potential Transaction and
the Purchase Agreement in accordance with Section 5914(b) of the California Code;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company, to
make available any other documents, instruments, and information in support of or necessary in
obtaining the Attorney General’s consent to the Potential Transaction or waiver thereof, as may
from time-to-time be requested by the Attorney General;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company, to
take or cause to be taken such further action, and to execute and deliver, or cause to be executed
and delivered, for and in the name and on behalf of the Company, any other documents,
instruments and information in support of or necessary in obtaining the Attorney General’s
consent to the Potential Transaction or waiver thereof, as any such officer may deem appropriate
in order to effect the purpose and intent of the foregoing resolutions; and
FURTHER RESOLVED, that any acts of the officers of the Company in connection with
the Potential Transaction and the transactions contemplated by the Purchase Agreement, and of
any person or persons designated or authorized to act by any officer of the Company and any
other persons or entities designated by the board of the Sole Member in furtherance of such
transactions, which acts would have been authorized by the foregoing resolutions, except that
such acts were taken prior to the adoption of such resolutions, are hereby severally ratified,
confirmed, approved and adopted in all respects.
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*

*

*

*

*

The foregoing Resolutions are hereby adopted by the Sole Member of the Company.
Sole Member:
Verity Health System of California, Inc.

________________
Name: Rich Adcock
Title: Chief Executive Officer
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UNANIMOUS WRITTEN CONSENT
OF DIRECTORS
OF
VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
April 9, 2020
St. Francis Medical Center
The undersigned, being all the members of the board of directors (the “Board”) of Verity
Health System of California, Inc., a California nonprofit public benefit corporation (the
“Company”), hereby consent to the following actions and adopt the following resolutions by
written consent in lieu of a meeting.
WHEREAS, On August 31, 2018, the Company filed a voluntary petition for relief under
chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Central District
of California, Los Angeles Division (the “Bankruptcy Court”);
WHEREAS, the Company has been presented with an opportunity to enter into an Asset
Purchase Agreement and related ancillary agreements for itself and in the name and on behalf of
St. Francis Medical Center and Verity Holdings, LLC (collectively, with its exhibits and
ancillary agreements, the “Purchase Agreement”) with Prime Healthcare Services, Inc., as the
winning bidder (“Purchaser”) with respect to the potential sale to Purchaser of substantially all
the operating assets of St. Francis Medical Center (“SFMC”) and certain related assets owned by
Verity Holdings, LLC (“Holdings”) and the Company (together, the “Hospital”), for net
consideration of approximately $270 million and on such other terms and conditions as are set
forth in the Purchase Agreement (the “Potential Transaction”);
WHEREAS, the Company, SFMC and Holdings will enter into the Purchase Agreement
if and when approved by the Bankruptcy Court;
WHEREAS, in connection with such Potential Transaction, the Board has reviewed and
discussed the recommendations of the advisors of the Company: Dentons US LLP, Berkeley
Research Group and Cain Bros.;
WHEREAS, the Board has reviewed and discussed the Potential Transaction;
WHEREAS, Cain Bros. has demonstrated to the Board that Cain Bros. has actively and
thoroughly marketed the Hospital;
WHEREAS, Berkeley Research Group has provided an independent analysis of the
benefit to the estate regarding the Purchase Agreement; and
WHEREAS, Dentons US LLP has provided advice regarding the Purchase Agreement.
NOW, THEREFORE, in the business judgment of the Board, it is necessary, advisable
and in the best interests of the Company, Holdings, SFMC, the estates and stakeholders that the
following resolutions be hereby adopted:
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RESOLVED, that the Potential Transaction be, and the same hereby is, in all respects
approved as being in the best interests of the Company, SFMC and Holdings;
FURTHER RESOLVED, that subject to approval by the Bankruptcy Court, the officers
of the Company, or any one or more of them, be, and each of them hereby is, authorized and
directed, for and on behalf of the Company, SFMC and Holdings, to take such actions to enter
into and consummate the Potential Transaction, including, without limitation, to execute and
deliver the Purchase Agreement, as may be approved by the officers of the Company, such
approval to be conclusively evidenced by such officer’s or officers’ taking of such action
(including execution and delivery of the Purchase Agreement);
FURTHER RESOLVED, that subject to approval by the Bankruptcy Court, the officers
of the Company, or any one or more of them, be, and each of them hereby is, authorized and
directed, for and on behalf of the Company, SFMC and Holdings, to execute, seal, attest and
deliver all such instruments, certificates, agreements, governmental filings and other documents
(including, without limitation, any filings, notices and/or approvals sought with or from the
Attorney General of the State of California (the “Attorney General”)), to pay all such fees and
expenses, to seek all such consents and approvals, to seek and enter into such settlements
(including, without limitation, with the Centers for Medicare and Medicaid Services and/or the
California Department of Health Care Services), and to do and perform all such acts and things
as may be necessary or desirable to consummate the actions described in these resolutions;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company,
SFMC and Holdings, to execute and submit to the office of the Attorney General notice of the
Potential Transaction and the Purchase Agreement in accordance with Section 5914(b) of the
California Code;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company,
SFMC and Holdings, to make available any other documents, instruments, and information in
support of or necessary in obtaining the Attorney General’s consent to the Potential Transaction
or waiver thereof, as may from time-to-time be requested by the Attorney General;
FURTHER RESOLVED, that the officers of the Company, or any one or more of them,
be, and each of them hereby is, authorized and directed, for and on behalf of the Company,
SFMC and Holdings, to take or cause to be taken such further action, and to execute and deliver,
or cause to be executed and delivered, for and in the name and on behalf of the Company, SFMC
and Holdings, any other documents, instruments and information in support of or necessary in
obtaining the Attorney General’s consent to the Potential Transaction or waiver thereof, as any
such officer may deem appropriate in order to effect the purpose and intent of the foregoing
resolutions; and
FURTHER RESOLVED, that any acts of the officers of the Company in connection with
the Potential Transaction and the transactions contemplated by the Purchase Agreement, and of
any person or persons designated or authorized to act by any officer of the Company in
furtherance of such transactions, which acts would have been authorized by the foregoing
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resolutions, except that such acts were taken prior to the adoption of such resolutions, are hereby
severally ratified, confirmed, approved and adopted in all respects.
*

*

*

*

*

[SIGNATURES BEGIN ON THE NEXT PAGE]
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IN WITNESS WHEREOF, the undersigned have executed these resolutions as of the
9 day of April, 2020.
DIRECTORS:
th

Jack Krouskup

Andrew Pines

Ernest Agatstein, MD

James Barber

Terry Belmont

Charles Patton
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Christobel Selecky
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IN WITNESS WHEREOF, the undersigned have executed these resolutions as of the
9 day of April, 2020.
DIRECTORS:
th

Jack Krouskup

Andrew Pines

Ernest Agatstein, MD

James Barber

Terry Belmont

Charles Patton
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IN WITNESS WHEREOF, the undersigned have executed these resolutions as of the
9 day of April, 2020.
DIRECTORS:
th

Jack Krouskup

Andrew Pines

Ernest Agatstein, MD

James Barber

Terry Belmont

Charles Patton
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Title 11, California Code of Regulations, § 999.5(d)(2)

FAIR MARKET VALUE

#5

Title 11, California Code of Regulations, § 999.5(d)(2)(A)

The estimated market value of all cash, property, stock, notes, assumption or forgiveness of
debt, and any other thing of value that the applicant would receive for each health facility
covered by the proposed transaction
The primary assets of the Applicant are related to health facility operations. Therefore, please see
the answer to Section 999.5(d)(2)(B) that combines the information requested under this Section
999.5(d)(2)(A) with the information required under Section 999.5(d)(2)(B). Please also see the
discussion of fair market value in the context of the Bankruptcy Court approval of the sale in
Section 999.5(d)(1)(C).

#6

Title 11, California Code of Regulations, § 999.5(d)(2)(B)

The estimated market value of each health facility or other asset to be sold or transferred
by the applicant under the proposed transaction
11 CCR § 999.5(d)(2) (A) & (B)
$ in Millions

St. Francis

APA § Ref5

Cash Consideration(1)
Base Price
Cash for A/R
Cash for payroll liabilities
Cash for cure payments
Net Cash from Purchaser(2)

$200
$61
$15
tbd
$276

§ 1.1(a)(i)
§ 1.1(a)(iii)
§ 1.1(a)(iv), (v)
§ 1.1(a)(vi)

Liabilities Assumed(3)

None

§ 1.9

Total Market Value
Exchanged

$276

(1) The cash consideration ultimately paid by Prime is subject to certain adjustments as described
in the APA. In particular, the Base Price is subject to reduction to the extent that normalized
EBITDA in the months prior to closing declines by more than $50 million on a year-over-year,
annualized basis; the A/R cash payment is subject to a post-closing reconciliation; the payroll
liabilities cash payment will be based on the most recent balance sheet available as of closing; and
cure payments are subject to change, as detailed below. Note that QAF assets earned by Sellers
are excluded from the sale transaction.
(2) Under the Bankruptcy Code, “cure payments” are payments made to trade vendors for
amounts owed. Pursuant to the APA, Prime will pay the cash required to pay all cure payments
for vendor contracts and unexpired leases it designates as contracts and unexpired leases to be
assumed. A notice of contracts to be designated or assumed by Prime has not yet been filed in the
Bankruptcy Court so the cure payments are yet to be determined. Sellers anticipate filing a notice
related to contracts and unexpired leases that Prime may designate for assumption. Note that
Prime may remove contracts from the designated list up to 30 days prior to closing.
(3) No liabilities are assumed.

Capitalized terms used in this Section but not defined herein have the respective meanings given to them in the
APA.
5
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Title 11, California Code of Regulations, § 999.5(d)(2)(C)

A description of the methods used by the applicant to determine the market value of any
assets involved in the proposed transaction, including a description of the efforts made by
the applicant to sell or transfer each health facility that is the subject of the proposed
agreement or transaction
As further detailed in the discussion of the failed sale to SGM in response to Section
999.5(d)(1)(A) and the subsequent efforts to market and sell St. Francis Medical Center as a going
concern in response to Section 999.5(d)(1)(C), VHS has engaged in substantial efforts to market
and solicit interest in their assets, including St. Francis Medical Center, for purposes of
maximizing the value received by VHS for its charitable assets.
Indeed, the Bankruptcy Court specifically held, in approving the proposed sale to Prime, that
VHS adequately market St. Francis Medical Center, noting VHS’s efforts both before and after
filing for bankruptcy, as well as in connection with the failed sale to SGM. The Bankruptcy Court
also ruled that “[t]he Debtors have shown that the sale of St. Francis as a going-concern is the
best means of both maximizing the recovery for creditors and advancing the Debtors’ charitable
mission of facilitating access to healthcare for underserved communities.” [Docket No.4507]
In short, throughout this process, VHS and its advisors have carefully managed a process that was
designed to (a) maximize the value received by VHS for the sale of its assets, (b) serve the
mission, and (c) comply with all of the requirements of the Bankruptcy Code, thus ensuring the
resulting Bankruptcy Court-approved sale is consistent with the market value of the assets
involved.

#8

Title 11, California Code of Regulations, § 999.5(d)(2)(D)

Reports, analysis, Requests for Proposal, and any other documents that refer or relate to
the valuation of any asset involved in the agreement or transaction
1. Confidential Information Memorandum, July 2018 is attached to this Section
999.5(d)(2)(D) as Exhibit 1.
2. Confidential Information Memorandum Update St. Francis Medical Center, January 2020
is attached to this section 999.5(d)(2)(D) as Exhibit 2.
3. Email from Cain Brothers to Interested Parties, dated January 3, 2020, regarding
continued interest in pursuing a transaction is attached to this Section 999.5(d)(2)(D) as
Exhibit 3.
4. Letter from Cain Brothers to Interested Parties, dated January 15, 2020, regarding
procedures and guidelines for submitting a proposal is attached to this Section
999.5(d)(2)(D) as Exhibit 4.
5. Letter from Cain Brothers to Interested Parties, dated February 8, 2020, regarding auction
process is attached to this Section 999.5(d)(2)(D) as Exhibit 5.
6. Email from Cain Brothers, dated March 31, 2020, regarding bid deadline is attached to
this Section 999.5(d)(2)(D) as Exhibit 6.
7. Email from Cain Brothers, dated April 2, 2020, regarding draft sales order is attached to
this Section 999.5(d)(2)(D) as Exhibit 7.
8. Prime Healthcare Services, Inc.’s April 3, 2020 Qualified Bid is attached to this Section
999.5(d)(2)(D) as Exhibit 8.
For additional details, please see the Sale Order, Winner Bidder Motion, Bid Procedures Order,
and Moloney Declaration attached to Section 999.5(d)(1)(B) as Exhibits 2, 3, 4, 5, respectively).
For a copy of the APA, please see the APA attached to Section 999.5(d)(1)(B) as Exhibit 1.

Title 11, California Code of Regulations,§ 999.5(d)(2)(D)
Exhibit 1

STRICTLY CONFIDENTIAL

Disclosures and Contact Information
This Confidential Information Memorandum (“CIM”) has been prepared on behalf of Verity Health System of California, Inc. and its wholly owned subsidiaries and
affiliated entities (collectively, “VHS” or the “Company”) based on information from the Company and published sources, and is being furnished through Cain Brothers, a
division of KeyBanc Capital Markets (“Cain Brothers”), as the Company’s exclusive authorized representative, for informational purposes solely for use by qualified prospects in
considering their interest in entering into a possible transaction with the Company (a “Transaction”). The information contained herein is subject to change without notice.
Neither the Company nor Cain Brothers assumes any responsibility to update any information contained in this CIM or to inform the recipient of information which may affect
this CIM. This CIM has been prepared to assist interested parties in making their own evaluation of the Company and does not purport to be all-inclusive or to contain all
information that a prospective purchaser may desire or that may be required in order to properly evaluate the business, prospects or value of the Company. In all cases,
interested parties should conduct their own investigation and analysis of the Company and the data set forth in this CIM. Industry data and statistics have been obtained or
derived from the Company and published industry sources.
By accepting this CIM, the recipient acknowledges and agrees that all of the information contained herein is highly confidential and subject to the Non-Disclosure
Agreement (“NDA”) executed by the recipient. Without limiting the generality of the foregoing: (1) the recipient will not reproduce this CIM in whole or in part; (2) if the
recipient does not wish to pursue a Transaction relating to the Company, it will (i) promptly return this CIM to Cain Brothers, together with any other materials relating to the
Company which the recipient may have received from the Company, Cain Brothers or any of their respective subsidiaries or affiliates, and (ii) take such other actions, if any,
required by the NDA; (3) the recipient will hold all information and the facts that it is involved in any process relating to the Company and the status thereof as confidential; and
(4) any proposed actions by the recipient which are inconsistent in any manner with the NDA will require the prior written consent of the Company.
Cain Brothers has not independently verified any of the information contained herein, and neither the Company, Cain Brothers nor any of their respective affiliates makes
any representation or warranty (expressed or implied) as to the accuracy or completeness of this CIM or any statements, estimates or projections contained herein. Such
statements, estimates and projections reflect various assumptions made by the Company concerning anticipated results, which are subject to business, economic and
competitive uncertainties and contingencies, many of which are beyond the control of the Company and which may or may not prove to be correct. As a result, no
representation or warranty is made as to the feasibility or attainability of the projected financial information or the accuracy or completeness of the assumptions from which the
projected financial information is derived. There can be no assurance that the projections will be realized. Additionally, certain provisions of various agreements are
summarized in this CIM, but interested parties should not assume that such summaries are complete. Such summaries are qualified in their entirety by reference to the
complete text of such agreements. This CIM speaks only as of the date hereof or as of the date indicated. This CIM does not constitute an offer or invitation for the sale or
purchase of the securities, assets or business described herein. The only information that will have any legal effect will be that specifically represented, warranted and contained
in a definitive agreement relating to a Transaction and executed by the Company (or its shareholders) and a purchaser, and the Company and Cain Brothers disclaim liability for
any loss or damage incurred as a result of any information contained in or omitted from this CIM.
The Company reserves the right to negotiate with one or more qualified prospects at any time and to enter into a definitive agreement relating to a Transaction without
prior notice to the recipient or other prospective purchasers. Further, the Company reserves the right, at any time, to terminate participation in the investigation and proposal
process by any party and to modify any procedures without giving advance notice or providing any reason therefor. The Company also reserves the right during the evaluation
period to take any action, whether within or outside the ordinary course of business.
“Cain Brothers, a division of KeyBanc Capital Markets” is a trade name of Cain Brothers & Company, LLC Member FINRA/SIPC. Cain Brothers & Company, LLC is a
wholly-owned subsidiary of KeyBanc Capital Markets Inc. Member NYSE/FINRA/SIPC.

Carsten Beith

Jim Moloney

Ben Herbert*

Elizabeth Kim

Chris McMillan*

Managing Director
(312) 604-0500
cbeith@cainbrothers.com

Managing Director
(415) 962-2961
jmoloney@cainbrothers.com

Director
(415) 962-2957
bherbert@cainbrothers.com

Vice President
(415) 962-2921
ekim@cainbrothers.com

Vice President
(415) 962-2923
cmcmillan@cainbrothers.com

Ted Kaehler

Ethan Hallberg*

Devan Ponciroli*

Associate
(415) 962-2924
tkaehler@cainbrothers.com

Associate
(415) 962-2930
ehallberg@cainbrothers.com

Analyst
(415) 962-2953
dponciroli@cainbrothers.com

____________________
*Primary contacts for additional information
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Corporate Organizational Chart
Verity Health System
of California, Inc.(1)

St. Vincent
Medical
Center
(SVMC)

Seton
Medical
Center
(SMC) and
Coastside
(SMCC)

St. Francis
Medical
Center
Foundation

St. Vincent
Foundation

Seton
Medical
Center
Foundation

St. Vincent
De Paul
Ethics
Corp.

St. Vincent
Dialysis
Center

O’Connor
Hospital
(OCH)

Saint Louise
Regional
Hospital
(SLRH)

St. Francis
Medical
Center
(SFMC)

O’Connor
Hospital
Foundation

St. Louise
Regional
Hospital
Foundation

O’Connor
Health
Center 1(2)

Hospital
Corporation

Hospital
Foundation

Medical
Foundation

Verity
Business
Services

Integrity Healthcare,
LLC
(Non-VHS entity Owned by
NantWorks LLC)

Management Services
Agreement

Verity
Medical
Foundation

De Paul
Ventures,
LLC

Sports
Medical
Mgmt., Inc.

De Paul
Ventures San Jose
Dialysis,
LLC

Marillac
Insurance
Company,
Ltd.

Verity
Holdings,
LLC

Robert F.
Kennedy
Medical
Center

VHoldings
MOB, LLC

Robert F.
Kennedy
Medical
Center
Foundation

De Paul
Ventures San Jose
ASC, LLC

Inactive
Subsidiaries

Core Operations
(99% of YTD May-18 Revenue)

____________________
Source: VHS management
(1) Chart includes entities wholly-owned or controlled by Verity Health System, unless otherwise indicated
(2) O’Connor Hospital is a limited partner in O’Connor Health Center 1
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SFMC Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics
LTM May-18

Discharges
General Acute

FY 2016A

FY 2017A

LTM May-18

Other Operating Statistics
17,727

18,653

19,989

Admissions

20,072

21,063

22,582

2,024

2,104

2,368

Adjusted Admissions

28,825

29,216

31,419

SNF

312

292

268

Patient Days

92,158

103,599

106,291

Rehab

-

-

-

Adjusted Patient Days

132,345

143,702

147,887

SNF Custodial Care

-

-

-

Adjusted Average Daily Census

362

394

405

SNF Neurocare Unit

-

-

-

Average Length of Stay

4.6

4.9

4.7

Subacute

-

-

-

Acute Case Mix Index

1.4

1.2

1.2

Other

-

-

-

IP Surgeries

3,120

3,112

3,387

OP Surgeries

2,431

2,310

2,722

Deliveries

4,927

4,721

4,431

ER Admits

13,214

14,170

14,538

ER Visits

78,940

78,650

76,845

Psychiatric Acute

Total Discharges

20,063

21,049

22,625

Average Daily Census
General Acute

199

227

238

Psychiatric Acute

34

35

37

ER Conversion %

SNF

19

22

16

General Acute Admits

16.7%

18.0%

18.9%

17,737

18,677

19,957

Rehab

-

-

-

Direct Admissions

6,858

6,893

8,044

Neurocare

-

-

-

Direct Admissions % of Total

34.2%

32.7%

35.6%

SubAcute

-

-

-

Outpatient Visits (Non ER)

252

284

291

Total ADC

____________________
Source: VHS management

Outpatient Visits

84,869

76,138

77,938

150,595

140,618

140,245
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SFMC Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases
# Product Line

Cases

Top 10 Physicians by Cases
% of Total

1 Obstetrics - Delivered

4,445

22% $

2 Normal Newborns

3,496

18%

3 Psychiatry

2,447

12%

4 Cardiovascular Medicine

2,294

12%

5 Gastrointestinal Medicine

1,455

7%

6 Infectious Diseases

1,366

7 Pulmonary Medicine

1,287

8 Neurological Medicine
9 Neonatal
10 General Surgery

% of Total

% of Total

11.9

14%

1.9

2%

2 Physician 2

Internal Med.

1,435

12%

11.7

13%

8.5

7%

3 Physician 3

Internal Med.

1,296

11%

12.2

14%

14.9

13%

4 Physician 4

Internal Med.

1,078

9%

12.1

14%

8.2

7%

5 Physician 5

Internal Med.

1,057

9%

11.6

13%

7%

24.7

21%

6 Physician 6

Internal Med.

1,046

9%

12.5

14%

6%

9.4

8%

7 Physician 7

OBGYN

970

8%

3.3

4%

1,158

6%

9.2

8%

8 Physician 8

Internal Med.

926

8%

5.6

6%

1,034

5%

7.9

7%

9 Physician 9

Psychiatry

917

8%

3.2

4%

4%
100% $

16.3

14%

117.2

100%

% of Total

10 Physician 10 Psychiatry

11,728

Net Rev.

% of Total

#

Physician

Specialty

1 Physician 1

Internal Med.

2 General Surgery

119.7

13%

16.3

13%

2 Physician 2

Internal Med.

3 Obstetrics - Delivered

113.4

12%

16.1

13%

3 Physician 3

4 Cardiovascular Medicine

108.5

12%

14.9

12%

4 Physician 4

5 Neurological Medicine

77.0

8%

9.2

7%

6 Pulmonary Medicine

70.0

8%

9.4

7 Major Trauma

69.7

8%

14.6

8 Orthopedic Surgery

60.6

7%

7.0

9 Gastrointestinal Medicine

57.8

6%

8.2

53.7

6%
100% $

8%
100% $

2.8

3%

86.8

100%

Top 10 Physicians by Gross Revenue
19%

917.3

908

Total

24.7

$

Net Rev.

18% $

20% $

Total

% of Total

2,095

187.0

10 Neonatal

Cases

Internal Med.

Gross Rev.
$

Specialty

1 Physician 1

Top 10 Product Lines by Gross Revenue
1 Infectious Diseases

Physician

14%

19,807

# Product Line

#

16.1

825

Total

Net Rev.

Gross Rev.

Net Rev.

% of Total

12.2

13%

92.2

13%

11.7

12%

Internal Med.

86.8

12%

11.9

12%

Internal Med.

85.9

12%

11.6

12%

5 Physician 5

Internal Med.

83.7

12%

12.5

13%

7%

6 Physician 6

Internal Med.

83.3

11%

12.1

13%

11%

7 Physician 7

Pediatrics

53.6

7%

7.4

8%

5%

8 Physician 8

Internal Med.

46.7

6%

5.7

6%

6%

9 Physician 9

Emergency Med.

45.8

6%

5.9

6%

7.9

6%

10 Physician 10

Internal Med.

128.4

100%

____________________
Source: VHS management
Note: For the 12 months ended June 30, 2018

104.6

% of Total
14% $

Total

$

43.1
$

725.6

6%
100% $

5.6

6%

96.6

100%
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SFMC Employee and Physician Overview
Overview
•

•

Breakdown of Salaries
($ in millions)

SFMC has 2,006 employees (1,650 FTEs) and 436 active physicians
>

Approximately 83%, or 1,679 employees are covered by CBAs

>

SEIU and UNAC have nearly equal union representation with 845 and 834
members, respectively

SFMC has 436 active physicians, with the largest specialties of Internal
Medicine, General Surgery, Pediatrics and Emergency Medicine

Registered Nurses

$

Employees

2017

2018

70.6 $

77.4 $

84.2

Licensed Vocational Nurses

2.9

2.9

2.8

Non-physician Medical Practitioners

0.7

0.8

0.9

Technicians and Specialists

24.6

24.2

26.6

Management and Supervision

11.6

11.4

13.5

Clerical and Other Administrative

8.2

6.8

7.0

Environmental and Food Service

4.4

5.0

5.9

Other Salaries & Wages

4.7

4.9

5.4

127.8 $

133.4 $

Total

Employee FTEs by Type (May 2018)

2016

$

146.3

Summary of Active Physicians by Specialty
Total

(n = 436)
122

Represented

40

40

30

27

26

____________________
Source: VHS management
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff

Obstetrics/Gynecology

1,650

Psychiatry

Total FTEs

Radiology

2,006

Emergency Medicine

Total Employees

Pediatrics

327
General Surgery

Not Represented

61
47

1,679

Internal Medicine

Total Represented

16

14

13
Other

834

Orthopaedic Surgery

UNAC

Ophthalmology

845

Anesthesiology

SEIU

33

STRICTLY CONFIDENTIAL

SVMC Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics
LTM May-18

FY 2017A

FY 2016A

LTM May-18
Other Operating Statistics

Discharges

Admissions

10,046

11,099

11,237

-

Adjusted Admissions

14,498

15,220

15,320

544

500

Patient Days

56,994

64,539

66,247

453

442

435

Adjusted Patient Days

82,249

88,500

90,318

SNF Custodial Care

-

-

-

Adjusted Average Daily Census

225

242

247

SNF Neurocare Unit

-

-

-

Average Length of Stay

5.7

5.8

5.9

Subacute

-

-

-

Acute Case Mix Index

1.8

1.8

1.9

Other

-

-

-

IP Surgeries

2,438

2,651

2,964

OP Surgeries

3,216

3,186

3,352

Deliveries

-

-

-

ER Admits

6,308

7,080

7,073

27,955

30,300

29,785

9,097

10,102

10,337

Psychiatric Acute

-

-

SNF

514

Rehab

General Acute

Total Discharges

10,064

11,088

11,272

Average Daily Census
General Acute

119

140

146

ER Visits

Psychiatric Acute

-

-

-

ER Conversion %

22.6%

23.4%

23.7%

SNF

21

22

21

General Acute Admits

9,081

10,112

10,322

Rehab

15

15

15

Direct Admissions

3,738

4,019

4,164

37.2%

36.2%

37.1%

Neurocare

-

-

-

Direct Admissions % of Total

SubAcute

-

-

-

Outpatient Visits (Non ER)

51,278

51,875

51,357

156

177

181

Outpatient Visits

72,925

75,095

74,069

Total ADC

____________________
Source: VHS management
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SVMC Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases
# Product Line

Cases

Top 10 Physicians by Cases
% of Total

1 Cardiovascular Medicine

1,348

17% $

2 Infectious Diseases

1,087

13%

3 Gastrointestinal Medicine

1,072

13%

4 Orthopedic Surgery

1,017

12%

5 Pulmonary Medicine

925

11%

6 Orthopedic Medicine

580

7 Neurological Medicine

570

8 Urology Medicine
9 General Surgery
10 Oncology Medicine

% of Total

18% $

15.4

19%

2 Physician 2

Internal Med.

1,309

18%

6.5

8%

3 Physician 3

Family Med.

938

15.8

20%

4 Physician 4

Internal Med.

834

6.6

8%

5 Physician 5

Internal Med.

7%

5.9

7%

6 Physician 6

7%

5.3

7%

7 Physician 7

569

7%

3.9

5%

524

6%

8.1

10%

5%
100% $

4.1

5%

79.7

100%

% of Total

6.2

9%

13%

6.8

10%

11%

11.0

16%

833

11%

7.7

11%

Internal Med.

527

7%

5.1

7%

Family Med.

523

7%

4.8

7%

8 Physician 8

Internal Med.

423

6%

3.0

4%

9 Physician 9

Internal Med.

380

5%

7.1

10%

10 Physician 10 Internal Med.

7,473

Net Rev.

% of Total

#

Physician

Specialty
Internal Med.

116.5

15%

15.8

20%

2 Physician 2

3 Cardiovascular Medicine

94.9

12%

8.2

10%

4 General Surgery

84.8

11%

8.1

10%

5 Pulmonary Medicine

76.0

10%

6.6

6 Gastrointestinal Medicine

59.9

8%

7 Cath / EP

48.6

6%

8 Neurological Medicine

45.0

9 Orthopedic Medicine

40.6
32.8

5%
100% $

Gross Rev.

17% $

Internal Med.

114.0

3 Physician 3

Internal Med.

4 Physician 4

Internal Med.

8%

5 Physician 5

6.5

8%

4.3

5%

6%

5.3

5%

5.9

4%

7%
100%

Net Rev.

% of Total

13.6

19%

16%

6.2

9%

88.7

13%

11.0

16%

82.7

12%

7.7

11%

Family Med.

79.3

11%

6.8

10%

6 Physician 6

Family Med.

61.1

9%

4.8

7%

7 Physician 7

Internal Med.

44.9

6%

7.1

10%

7%

8 Physician 8

Internal Med.

42.3

6%

5.1

7%

7%

9 Physician 9

Internal Med.

40.0

6%

4.7

7%

4.1

5%

10 Physician 10

Internal Med.

80.2

100%

____________________
Source: VHS management
Note: For the 12 months ended June 30, 2018

Total

$

% of Total

116.7

100% $

4.7
69.9

Top 10 Physicians by Gross Revenue
1 Physician 1

768.4

345

Total

19%

$

% of Total
19%

15.4

Total

Net Rev.
13.6

22% $

10 Oncology Medicine

% of Total

1,361

169.4

2 Orthopedic Surgery

Cases

Internal Med.

Gross Rev.
$

Specialty

1 Physician 1

Top 10 Product Lines by Gross Revenue
1 Infectious Diseases

Physician

10%

8,139

# Product Line

#

8.2

447

Total

Net Rev.

33.9
$

703.5

5%
100% $

3.0

4%

69.9

100%
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SVMC Employee and Physician Overview
Overview

Breakdown of Salaries
($ in millions)

•

•

SVMC has 1,117 employees (944 FTEs) and 516 active physicians
>

Approximately 69%, or 768 employees, are covered by CBAs

>

CNA and SEIU have union representation of 468 and 300 members,
respectively

SVMC has 516 active physicians, with the three largest specialties of
Internal Medicine, Radiology, and General Surgery

Registered Nurses

$

2018

33.3 $

37.1 $

40.7

0.6

0.6

0.7

Non-physician Medical Practitioners

1.1

1.2

1.6

17.1

18.0

20.5

Management and Supervision

7.4

7.8

8.1

Clerical and Other Administrative

6.1

5.4

6.5

Environmental and Food Service

0.3

0.3

0.5

Other Salaries & Wages

2.2

2.2

2.4

Total

Employees

2017

Licensed Vocational Nurses
Technicians and Specialists

Employee FTEs by Type (May 2018)

2016

$

68.0 $

72.6 $

81.0

Summary of Active Physicians by Specialty
Total

(n = 516)
145

Represented

944

19

18

17

15

____________________
Source: VHS management
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff

Other

21

Family Medicine

28

Otolaryngology

30

Ophthalmology

Total FTEs

1,117

General Surgery

Total Employees

53

349
Radiology

Not Represented

66

768

Internal Medicine

Total Represented

Interventional Cardiology

300

Emergency Medicine

SEIU

104

Orthopaedic Surgery

468

Anesthesiology

CNA
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OCH Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics

9,634

9,499

Adjusted Admissions

15,053

14,807

14,703

-

Patient Days

44,385

44,282

45,306

-

-

Adjusted Patient Days

69,690

68,059

70,126

-

-

-

Adjusted Average Daily Census

190

186

192

-

-

-

Average Length of Stay

4.6

4.6

4.8

Acute Case Mix Index

1.5

1.4

1.6

9,615

9,474

Psychiatric Acute

-

-

-

SNF

-

-

Rehab

-

SNF Custodial Care
SNF Neurocare Unit

31

37

20

Subacute
Total Discharges

LTM May-18

9,587

9,565

Other

FY 2017A

Other Operating Statistics

Discharges
General Acute

FY 2016A

LTM May-18

Admissions

-

-

-

IP Surgeries

1,964

1,897

1,956

9,585

9,652

9,505

OP Surgeries

2,371

2,544

2,393

Deliveries

2,257

2,126

1,715

ER Admits

5,791

6,027

6,356

53,333

52,114

52,317

Average Daily Census
99

General Acute

100

101

ER Visits

Psychiatric Acute

-

-

-

ER Conversion %

10.9%

11.6%

12.1%

SNF

-

-

-

General Acute Admits

9,565

9,599

9,467

Rehab

-

-

-

Direct Admissions

3,796

3,607

3,143

Neurocare

-

-

-

Direct Admissions % of Total

39.6%

37.4%

33.1%

SubAcute
Total ADC

22

22

23

121

121

124

____________________
Source: VHS management

Outpatient Visits (Non ER)
Outpatient Visits

90,313

80,508

75,331

137,855

126,595

121,292
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OCH Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases
# Product Line

Cases

Top 10 Physicians by Cases
% of Total

1 Obstetrics - Delivered

1,622

20% $

2 Normal Newborns

1,350

3 Infectious Diseases

Net Rev.

% of Total

#

Physician

Specialty

Cases

% of Total

Net Rev.

% of Total

11.0

14%

1 Physician 1

Family Med.

487

13% $

3.0

7%

17%

0.8

1%

2 Physician 2

Ortho

470

13%

6.2

14%

1,018

13%

20.5

25%

3 Physician 3

Internal Med.

443

12%

6.2

14%

4 Cardiovascular Medicine

830

10%

7.3

9%

4 Physician 4

Internal Med.

414

11%

6.9

16%

5 Gastrointestinal Medicine

786

10%

6.8

8%

5 Physician 5

Internal Med.

410

11%

5.4

12%

6 Pulmonary Medicine

686

9%

7.8

10%

6 Physician 6

OBGYN

371

10%

2.1

5%

7 Orthopedic Surgery

638

8%

11.9

15%

7 Physician 7

Internal Med.

368

10%

5.1

12%

8 General Surgery

415

5%

8.2

10%

8 Physician 8

Internal Med.

302

8%

4.3

10%

9 Neurological Medicine

353

4%

4.0

5%

9 Physician 9

Pediatrics

225

6%

0.3

1%

3.1

4%

10 Physician 10 Internal Med.

81.2

100%

10 Neonatal

350

Total

8,048

4%
100% $

Top 10 Product Lines by Gross Revenue
# Product Line
1 Infectious Diseases

Gross Rev.
$

137.1

% of Total
21% $

221

Total

3,711

6%
100% $

3.7

9%

43.2

100%

Top 10 Physicians by Gross Revenue
Net Rev.

% of Total

#

Physician

Specialty

20.5

23%

1 Physician 1

Internal Med.

Gross Rev.
$

% of Total

Net Rev.

% of Total

62.4

17% $

4.2

9%

2 Pulmonary Medicine

86.8

13%

7.8

9%

2 Physician 2

Internal Med.

44.8

12%

6.9

14%

3 Orthopedic Surgery

81.4

13%

11.9

13%

3 Physician 3

Internal Med.

43.4

12%

6.2

13%

4 Obstetrics - Delivered

61.6

10%

11.0

12%

4 Physician 4

Internal Med.

43.2

12%

6.2

13%

5 General Surgery

59.9

9%

8.2

9%

5 Physician 5

Internal Med.

37.9

10%

5.1

11%

6 Cardiovascular Medicine

59.2

9%

7.3

8%

6 Physician 6

Internal Med.

37.0

10%

5.4

11%

7 Gastrointestinal Medicine

48.9

8%

6.8

8%

7 Physician 7

Internal Med.

33.9

9%

4.3

9%

8 Cath / EP

43.6

7%

6.4

7%

8 Physician 8

Internal Med.

24.1

7%

3.7

8%

9 Spinal Fusion Surgery

33.1

5%

4.7

5%

9 Physician 9

Family Med.

22.0

6%

3.0

6%

4.0

5%

10 Physician 10

Internal Med.

88.4

100%

10 Neurological Medicine
Total

33.0
$

644.8

5%
100% $

____________________
Source: VHS management
Note: For the 12 months ended June 30, 2018

Total

22.0
$

370.7

6%
100% $

3.1

6%

48.0

100%
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OCH Employee and Physician Overview
Overview

($ in millions)

OCH has 1,399 employees (981 FTEs) and 600 active physicians
Approximately 82%, or 1,148 employees, are covered by CBAs
Registered Nurses

– CNA has the largest union representation, with 544 members

Licensed Vocational Nurses

– SEIU has representation of 524 members
OCH has 600 active physicians, with the three largest specialties of Internal
Medicine, Radiology and Pediatrics

1.0

-

-

-

22.7

22.1

22.8

Management and Supervision

9.8

9.0

9.9

Clerical and Other Administrative

5.4

5.1

5.8

Environmental and Food Service

5.3

5.8

5.8

Other Salaries & Wages

7.2

7.8

6.8

Non-physician Medical Practitioners
Technicians and Specialists

SEIU

524

Eng. & Sci. of CA, Local 20

50

Local 39, Stationary Eng.

16

CLVNA

14

95.9 $

98.2 $

104.0

(n = 600)
127
109
66

56

50

37

37

35

35

33
15

____________________
Source: VHS management
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff

Emergency Medicine

981

Anesthesiology

1,399

Pediatrics

251

Radiology

1,148
Obstetrics/Gynecology

Total FTEs

$

Other

544

Total Employees

52.0

Ophthalmology

Total

CNA

Not Represented

47.4 $

Summary of Active Physicians by Specialty

Represented

Total Represented

44.6 $

1.0

Internal Medicine

Employees

2018

1.0

Total

Employee FTEs by Type (May 2018)

2017

Orthopaedic Surgery

•

$

2016

General Surgery

>

Family Medicine

•

Breakdown of Salaries
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SLRH Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics
FY 2016A

LTM May-18

FY 2017A

LTM May-18

Other Operating Statistics

Discharges

Admissions

2,621

2,691

3,027

-

Adjusted Admissions

5,432

5,664

6,018

-

-

Patient Days

9,553

9,280

10,785

-

-

-

Adjusted Patient Days

19,797

19,532

21,441

SNF Custodial Care

-

-

-

Adjusted Average Daily Census

54

54

59

SNF Neurocare Unit

-

-

-

Average Length of Stay

3.6

3.4

3.6

Subacute

-

-

-

Acute Case Mix Index

1.3

1.2

1.2

Other

-

-

-

IP Surgeries

858

684

743

2,607

2,703

3,017

OP Surgeries

1,515

2,088

1,566

Deliveries

327

339

339

ER Admits

2,032

2,169

2,532

ER Visits

27,506

28,600

29,493

2,607

2,703

3,017

Psychiatric Acute

-

-

SNF

-

Rehab

General Acute

Total Discharges
Average Daily Census

30

25

26

General Acute

7.4%

7.6%

8.6%

Psychiatric Acute

-

-

-

ER Conversion %

SNF

-

-

-

General Acute Admits

Rehab

-

-

-

Direct Admissions

Neurocare

-

-

-

Direct Admissions % of Total

SubAcute

-

-

-

Outpatient Visits (Non ER)

27,168

26,170

24,096

Total ADC

26

25

30

Outpatient Visits

52,642

52,601

51,057

____________________
Source: VHS management

2,621

2,691

3,027

589

522

495

22.5%

19.4%

16.4%
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SLRH Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases
# Product Line

Cases

Top 10 Physicians by Cases
% of Total

Net Rev.

% of Total

#

Physician

Specialty

Cases

% of Total

Net Rev.

% of Total

1 Gastrointestinal Medicine

361

14% $

2.9

11%

1 Physician 1

Anesthesiology

557

21% $

5.8

22%

2 Cardiovascular Medicine

348

13%

2.7

10%

2 Physician 2

Family Med.

539

20%

5.8

22%

3 Pulmonary Medicine

347

13%

4.1

16%

3 Physician 3

Internal Med.

352

13%

5.7

22%

4 Obstetrics - Delivered

345

13%

2.2

8%

4 Physician 4

Internal Med.

322

12%

3.2

12%

5 Infectious Diseases

326

12%

7.4

28%

5 Physician 5

Pediatrics

178

7%

0.2

1%

6 Normal Newborns

302

12%

0.2

1%

6 Physician 6

Internal Med.

165

6%

2.0

8%

7 General Surgery

198

8%

3.9

15%

7 Physician 7

OBGYN

164

6%

1.0

4%

8 Neurological Medicine

150

6%

1.4

5%

8 Physician 8

Pediatrics

149

6%

0.1

1%

9 Endocrinology Medicine

127

5%

0.8

3%

9 Physician 9

OBGYN

145

5%

0.9

4%

10 Urology Medicine

121

5%

0.9

3%

10 Physician 10 Internal Med.

86

3%

1.1

4%

26.4

100%

25.9

100%

Total

2,625

100% $

Top 10 Product Lines by Gross Revenue
# Product Line
1 Infectious Diseases

Gross Rev.
$

% of Total

Total

2,657

Top 10 Physicians by Gross Revenue
Net Rev.

% of Total

#

Physician

Specialty

52.4

26% $

7.4

26%

1 Physician 1

Internal Med.

2 Pulmonary Medicine

30.4

15%

4.1

15%

2 Physician 2

3 Cardiovascular Medicine

25.1

12%

2.7

9%

4 General Surgery

24.7

12%

3.9

14%

5 Gastrointestinal Medicine

22.3

11%

2.9

6 Orthopedic Surgery

14.8

7%

7 Neurological Medicine

11.9

8 Obstetrics - Delivered

10.2

9 Endocrinology Medicine

7.0

10 Urology Medicine
Total

6.1
$

204.8

100% $

Gross Rev.

% of Total

Net Rev.

% of Total

47.8

24% $

5.7

21%

Anesthesiology

45.8

23%

5.8

22%

3 Physician 3

Family Med.

39.7

20%

5.8

22%

4 Physician 4

Internal Med.

24.7

12%

3.2

12%

10%

5 Physician 5

Internal Med.

12.0

6%

2.0

7%

2.1

7%

6 Physician 6

Internal Med.

8.8

4%

1.1

4%

6%

1.4

5%

7 Physician 7

Internal Med.

6.2

3%

0.6

2%

5%

2.2

8%

8 Physician 8

General Surg.

6.0

3%

0.9

3%

3%

0.8

3%

9 Physician 9

Internal Med.

5.7

3%

0.6

2%

0.9

3%

10 Physician 10

OBGYN

28.3

100%

3%
100% $

____________________
Source: VHS management
Note: For the 12 months ended June 30, 2018

Total

$

5.0
$

201.7

2%
100% $

1.0

4%

26.8

100%
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SLRH Employee and Physician Overview
Overview

Breakdown of Salaries
($ in millions)

• SLRH has 480 employees (317 FTEs) and 199 active physicians
Approximately 85%, or 407 employees, are covered by CBAs
– CNA and SEIU have the largest union representation with 204 and
181 members, respectively
• SLRH has 199 active physicians, with the three largest specialties Radiology,
Emergency Medicine and Internal Medicine

Registered Nurses

$

13.8 $

16.0

-

-

Non-physician Medical Practitioners

-

-

-

Technicians and Specialists

4.9

5.1

5.7

Management and Supervision

3.7

3.7

4.0

Clerical and Other Administrative

2.3

2.0

2.1

Environmental and Food Service

1.1

1.3

1.3

Other Salaries & Wages

2.4

2.2

2.2

$

28.6 $

28.2 $

31.3

10

32
19

73

Total Employees

480
317

Internal Medicine

Not Represented

Emergency Medicine

407

17

15
9

8

8

____________________
Source: VHS management
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff

5

5
Other

Local 39, Stationary Eng.

33

Teleneurology

12

Pathology

Eng. & Sci. of CA, Local 20

Family Medicine

181

Anesthesiology

SEIU

48

General Surgery

204

(n = 199)

Pediatrics

Total

CNA

Total FTEs

14.3 $

Summary of Active Physicians by Specialty

Represented

Total Represented

2018

-

Radiology

Employees

2017

Licensed Vocational Nurses

Total

Employee FTEs by Type (May 2018)

2016

Orthopaedic Surgery

>
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SMC Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics

Other Operating Statistics

Discharges

Admissions

5,353

5,692

5,294

Adjusted Admissions

8,079

8,227

8,037

Patient Days

43,690

45,242

44,646

-

Adjusted Patient Days

65,941

65,390

67,776

-

-

Adjusted Average Daily Census

180

179

186

-

-

Average Length of Stay

8.2

7.9

8.4

Acute Case Mix Index

1.8

1.8

1.8

5,207

5,320

5,668

Psychiatric Acute

-

-

SNF

-

-

-

Rehab

-

-

SNF Custodial Care

-

SNF Neurocare Unit

-

General Acute

Total Discharges

86

20

27

25

Subacute
Other

-

-

-

IP Surgeries

1,100

1,267

1,135

5,345

5,695

5,313

OP Surgeries

2,757

2,721

2,913

Deliveries

-

-

-

ER Admits

4,722

4,932

4,501

ER Visits

29,067

28,410

27,433

Average Daily Census

ER Conversion %

16.2%

17.4%

16.4%

-

General Acute Admits

5,324

5,664

5,176

-

-

Direct Admissions

631

760

793

-

-

Direct Admissions % of Total

11.8%

13.4%

15.0%

Psychiatric Acute

-

-

SNF

-

-

Rehab

-

Neurocare

-

Total ADC

76

83

78

General Acute

SubAcute

LTM May-18

FY 2017A

FY 2016A

LTM May-18

4

42

41

43

119

124

122

____________________
Source: VHS management

Outpatient Visits (Non ER)

107,432

93,720

99,170

Outpatient Visits

131,777

117,198

122,102
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SMC and SMCC Employee and Physician Overview
Overview

Breakdown of Salaries
($ in millions)

SMC and SMCC have 1,330 employees (859 FTEs) and 476 active physicians
>

•

Approximately 86%, or 1,138 employees, are covered by CBAs
– NUHW has the largest union representation, with 690 members

Registered Nurses

$

Licensed Vocational Nurses

SMC has 476 active physicians, with the three largest specialties Internal
Medicine, Radiology and Emergency Medicine

38.9
3.8

-

-

-

20.6

21.0

23.8

Management and Supervision

5.8

7.3

9.5

Clerical and Other Administrative

7.9

7.7

7.7

Environmental and Food Service

6.4

6.8

6.8

Other Salaries & Wages

6.6

7.3

8.1

$

82.4 $

88.2 $

98.6

30

Local 39, Stationary Eng.

22

59

53

1,138

34

29

21

19

16

14

14
Podiatrist

Eng. & Sci. of CA, Local 20

86

Family Medicine

396

Plastic Surgery

CNA

131

General Surgery

690

(n = 476)

Anesthesiology

Total

NUHW

Psychiatry

Orthopaedic Surgery

859

Emergency Medicine

1,330

Radiology

192
Internal Medicine

Total FTEs

34.9 $

Summary of Active Physicians by Specialty (SMC only)

Represented

Total Employees

32.2 $

Non-physician Medical Practitioners

Employee FTEs by Type (May 2018)

Not Represented

2018

3.4

Total

Total Represented

2017

3.1

Technicians and Specialists

Employees

2016

____________________
Source: VHS management
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff

Other

•
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SMCC Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2016A

FY 2017A

Other Operating Statistics
LTM May-18

FY 2017A

FY 2016A

LTM May-18
Other Operating Statistics

Discharges
General Acute

-

-

-

Admissions

119

142

83

Psychiatric Acute

-

-

-

Adjusted Admissions

144

166

96

SNF

104

121

Patient Days

36,680

39,889

41,487

Rehab

-

-

-

Adjusted Patient Days

44,483

46,743

47,846

SNF Custodial Care

-

-

-

Adjusted Average Daily Census

122

128

131

SNF Neurocare Unit

-

-

-

Average Length of Stay

308.2

280.9

499.8

Subacute

-

-

-

Acute Case Mix Index

-

-

-

Other

-

-

-

IP Surgeries

-

-

-

104

121

79

OP Surgeries

-

-

-

Deliveries

-

-

-

ER Admits

-

1

-

3,047

2,636

2,641

Total Discharges

79

Average Daily Census
General Acute

-

-

-

ER Visits

Psychiatric Acute

-

-

-

ER Conversion %

SNF

100

109

114

General Acute Admits

Rehab

-

-

-

Direct Admissions

Neurocare

-

-

-

Direct Admissions % of Total

100.0%

99.3%

100.0%

SubAcute

-

-

-

Outpatient Visits (Non ER)

6,713

5,706

7,777

100

109

114

15

14

14

Total ADC

____________________
Source: VHS management

Outpatient Visits

0.0%

0.0%

0.0%

-

-

-

119

141

83

85
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SMCC Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases
# Product Line

Cases

Top 10 Physicians by Cases
% of Total

Net Rev.

% of Total

#

Physician

Specialty

Cases

% of Total

1 Neurological Medicine

26

36% $

1.0

48%

1 Physician 1

Internal Med.

67

2 Orthopedic Medicine

12

17%

0.2

10%

2 Physician 2

Internal Med.

6

Internal Med.

3

Internal Med.

1

11

15%

0.4

17%

3 Physician 3

4 Cardiovascular Medicine

5

7%

0.2

9%

4 Physician 4

5 Dermatology

5

7%

0.1

4%

6 Gastrointestinal Medicine

5

7%

0.1

4%

7 Oncology Medicine

3

4%

0.0

0%

8 Urology Medicine

2

3%

0.1

7%

9 Infectious Diseases

2

3%

0.0

0%

10 Hematology

1

1%

0.0

0%

100% $

2.1

100%

3 Psychiatry

Total

72

Top 10 Product Lines by Gross Revenue
# Product Line
1 Neurological Medicine

Gross Rev.
$

% of Total

Total

77

Net Rev.

% of Total

#

Physician

Specialty

Gross Rev.

44% $

1.0

43%

1 Physician 1

Internal Med.

2 Psychiatry

1.8

16%

0.4

16%

2 Physician 2

Internal Med.

0.6

3 Orthopedic Medicine

1.5

13%

0.2

9%

3 Physician 3

Internal Med.

4 Cardiovascular Medicine

0.7

6%

0.2

8%

4 Physician 4

Internal Med.

5 Gastrointestinal Medicine

0.6

5%

0.1

4%

6 Dermatology

0.5

5%

0.1

3%

7 Urology Medicine

0.5

4%

0.1

6%

8 Pulmonary Medicine

0.3

3%

0.1

5%

9 Endocrinology Medicine

0.3

2%

0.1

3%

Total

0.2
$

11.5

% of Total

2.3

96%

8%

0.1

4%

4%

0.0

1%

1%

0.0

0%

100% $

2.4

100%

Top 10 Physicians by Gross Revenue

5.1

10 Burn

87% $

Net Rev.

2%

0.1

3%

100% $

2.4

100%

____________________
Source: VHS management
Note: For the 12 months ended June 30, 2018

Total

$

$

11.0

% of Total

Net Rev.

% of Total

2.3

96%

5%

0.1

4%

0.1

1%

0.0

1%

0.0

0%

0.0

0%

100% $

2.4

100%

11.8

94% $
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SMC and SMCC Employee and Physician Overview
Overview

Breakdown of Salaries
($ in millions)

•

SMC and SMCC have 1,330 employees (859 FTEs) and 476 active physicians
>

•

Approximately 86%, or 1,138 employees, are covered by CBAs
– NUHW has the largest union representation, with 690 members

Registered Nurses

$

Licensed Vocational Nurses

SMC has 476 active physicians, with the three largest specialties Internal
Medicine, Radiology and Emergency Medicine

2017

2018

32.2 $

34.9 $

38.9

3.1

3.4

3.8

-

-

-

20.6

21.0

23.8

Management and Supervision

5.8

7.3

9.5

Clerical and Other Administrative

7.9

7.7

7.7

Environmental and Food Service

6.4

6.8

6.8

Other Salaries & Wages

6.6

7.3

8.1

Non-physician Medical Practitioners
Technicians and Specialists

Total

Employee FTEs by Type (May 2018)
Employees

2016

$

82.4 $

88.2 $

98.6

Summary of Active Physicians by Specialty (SMCC only)
Total

(n = 28)
15

Represented
396

Eng. & Sci. of CA, Local 20

30

Local 39, Stationary Eng.

22

Total FTEs

1

1

1

192
1,330
859

Podiatrist

Total Employees

3

Internal Medicine

Not Represented

1,138

Emergency Medicine

Total Represented

7

Ophthalmology

CNA

Family Medicine

690

Psychiatry

NUHW

____________________
Source: VHS management, company financials
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) Includes provisional, courtesy, temporary and other medical staff
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Overview of Corporate Allocation and Management Services
•
•

Corporate overhead is consolidated at the parent level or at Verity Business Services and allocated among VHS's respective facilities
In addition, VHS pays a monthly management fee to Integrity via the system office in exchange for providing executive oversight (CEO,
COO, CMO and CFO), which is allocated to the hospitals as a percent of total operating expenses
Account

Corporate Management Services

Corporate Entity
System Office

Description of Services Provided

Allocation Methodology

Corporate Office positions, including VPs, Directors and Hospital CEOs. Key

Based on the hospitals' adjusted operating expenses

departments included in the allocated costs include:

as a percentage of total adjusted operating

- Administration

expenses for FY 2016 and 2017. Based on # of

- Legal

employees for FY 2018.

- Managed Care
- Compliance
- Risk Management
- Human Resources
- Treasury
- Internal Audit
- Faci ities
Integrity Management Services

IT Services

System Office

System Office

Management fees charged to VHS from Integrity. Integrity provides the Verity Health Based on the hospitals' adjusted operating expenses
System CEO, CFO, COO and CMO.

as a percentage of total operating expenses.

IT services are managed and recorded centrally at the Corporate office.

Based on the hospitals' adjusted operating expenses
as a percentage of total adjusted operating
expenses for FY 2016 and 2017. Based on # of
employees for FY 2018.

Verity Business Services and System

VBS

Office Allocation

Certain functions are centralized at the Corporate office, including:

Based on the hospitals' adjusted operating expenses

- Accounting

as a percentage of total adjusted operating

- A/P

expenses for FY 2016 and 2017. Based on # of

- Purchasing

employees for FY 2018.

- Reimbursement
- Financial Reporting
PFS Outsource Net Expense

VBS

The PFS function is performed centrally at the Corporate office. Represents costs

Based on the hospitals' adjusted net patient

associated with PFS payroll and vendors (i.e. collection agencies).

revenues as a percentage of total adjusted net
patient revenues for FY 2018. Based on the
hospitals' adjusted operating expenses as a
percentage of total adjusted operating expenses for
FY 2016 and 2017.

____________________
Source: VHS management, company financials
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Detailed Overhead and Management Fee Allocation by Entity(1)
SMCC

SMC

SLRH

OCH

SVMC

SFMC

2016

2017

2018

2016

2017

2018

2016

2017

2018

2016

2017

2018

2016

2017

2018

2016

2017

2018

Corporate Mgmt Svcs

$15.9

$23.6

$16.5

$10.3

$14.1

$10.2

$13.4

$17.5

$12.2

$4.0

$5.2

$3.5

$12.8

$15.5

$9.9

$0.0

$0.0

$1.0

IT Services

10.1

11.4

16.2

7.0

8.4

8.6

9.9

10.9

11.8

3.2

4.4

3.8

9.3

10.3

9.5

0.6

0.6

1.1

VBS and SO Allocation (2)

0.0

4.1

3.2

0.0

2.5

2.0

0.0

2.9

2.3

0.0

0.9

0.7

0.0

2.5

2.0

0.0

0.3

0.2

PFS Outsource(3)

0.0

5.0

6.9

0.0

3.5

4.0

0.0

4.3

5.3

0.0

1.4

1.3

0.0

2.9

3.6

0.0

0.4

0.3

Subtotal Shared Services

$26.0

$44.1

$42.9

$17.3

$28.6

$24.8

$23.3

$35.6

$31.5

$7.2

$11.9

$9.3

$22.2

$31.2

$25.0

$0.6

$1.2

$2.6

Integrity4)

$9.1

$18.5

$17.1

$5.8

$11.0

$10.6

$7.7

$13.6

$12.6

$2.3

$4.1

$3.6

$7.3

$12.1

$10.2

$0.0

$0.0

$1.0

Shared Services + Integrity $35.2

$62.5

$60.1

$23.1

$39.6

$35.4

$31.0

$49.2

$44.2

$9.5

$16.0

$12.9

$29.5

$43.3

$35.2

$0.6

$1.2

$3.6

Account
$ allocation, in millions

% allocation
Corporate Mgmt Svcs

31.1%

31.1%

31.0%

18.6%

18.6%

19.2%

23.0%

23.0%

22.8%

6.9%

6.9%

6.6%

20.5%

20.5%

18.5%

0.0%

0.0%

1.9%

IT Services

25.2%

25.2%

31.8%

18.1%

18.1%

16.9%

23.6%

23.6%

23.1%

9.0%

9.0%

7.4%

22.8%

22.8%

18.7%

1.3%

1.3%

2.1%

VBS and SO Allocation

--

31.1%

31.0%

--

18.6%

19.2%

--

23.0%

22.8%

--

6.9%

6.6%

--

20.5%

18.5%

--

0.0%

1.9%

PFS Outsource

--

31.1%

28.2%

--

18.6%

18.5%

--

23.0%

23.6%

--

6.9%

7.6%

--

20.5%

19.9%

--

0.0%

2.2%

31.1%

31.1%

31.0%

18.6%

18.6%

19.2%

23.0%

23.0%

22.8%

6.9%

6.9%

6.6%

20.5%

20.5%

18.5%

0.0%

0.0%

1.9%

Integrity

____________________
Source: VHS management, company financials
Note: Financial statistics are not adjusted; detailed quality of earnings analysis will be provided at a later date
(1) 2018 shown as of the Eleven Months Ending May 31, 2018; 2016 and 2017 shown as of Fiscal Year Ending June 30, 2016 and 2017
(2) VBS and SO Allocation were pushed down to individual expense accounts (i.e. salaries & wages, purchased services, utilities) in 2016; total 2016
VBS and SO expenses were $1.8M, $1.3M, $6.1M, $1.8M, $5.4M and $0.5M for SFMC, SVMC, OCH, SLRH, SMC and SMCC, respectively
(3) PFS allocation not shown in 2016 as corporate office / third-parties began RCM services for entire system starting in FY17; total PFS expenses for
2016 were $0.5M, $0.4M, $1.9M, $0.6M, $1.7M and $0.1M for SFMC, SVMC, OCH, SLRH, SMC and SMCC, respectively
(4) FY2016 Integrity expenses only covered half of the year
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Unaudited LTM May-18 Income Statement by Entity
SFMC

SVMC

OCH

SLRH

SMC

SMCC

Systems

Eliminations

Total

Office
Patient Revenue

$275.8

$190.1

$246.3

$81.8

$187.9

$22.4

$0.0

($0.0)

Provider Fee Revenue

149.7

17.1

44.8

14.1

42.7

0.0

0.0

0.0

Other Revenue

139.0

32.2

6.4

0.4

7.9

0.5

177.0

(171.0)

192.4

$564.5

$239.3

$297.5

$96.3

$238.4

$22.9

$177.0

($171.0)

$1,465.0

213.9

114.9

166.7

55.3

138.9

17.1

38.1

0.0

744.8

41.2

53.5

42.2

7.7

31.7

2.0

(0.1)

0.0

178.2

166.6

91.7

70.1

21.8

53.2

5.3

62.2

49.8

23.4

22.3

5.6

18.1

0.0

0.0

$471.4

$283.4

$301.3

$90.3

$241.9

$24.3

$100.2

($110.4)

$1,402.6

$93.1

($44.1)

($3.9)

$6.0

($3.5)

($1.4)

$76.8

($60.6)

$62.5

$16.9

$10.5

$12.5

$3.6

$10.1

$1.0

$0.0

$0.0

$54.6

3.5

2.1

2.5

0.8

2.1

0.2

0.0

0.0

11.2

17.2

9.4

12.9

4.2

10.4

1.1

0.0

0.0

55.2

7.5

4.5

5.8

1.5

4.0

0.3

0.0

0.0

23.6

$45.2

$26.4

$33.6

$10.0

$26.7

$2.7

$0.0

$0.0

$144.6

$138.3

($17.6)

$29.7

$16.0

$23.2

$1.3

$76.8

($60.6)

$207.1

Total Revenue
Salaries and Benefits
Supplies
Purchas
Other
Provider Fee Expense
Total Expenses
EBIDAM

(110.4)
0.0

$1,004.3
268.3

360.4
119.2

EBIDAM Adjustments
Allocated Shared Services:
Corporate
VBS
IT
PFS Outsource
Total Shared Services
Adj. EBIDAM

____________________
Source: VHS management, company financials
Note: Excludes Verity Holdings, Verity Medical Foundation and other subsidiaries outside of the hospital corporations; financial statistics are not adjusted;
detailed quality of earnings analysis will be provided at a later date
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SFMC Owned Properties
SFMC Owned
Description

Related Hospital

Address

APN

Hospital Patient Tower

SFMC

3630 E. Imperial Highway

6173-021-008

Lynwood, CA 90262
Health Services Pavilion

SFMC

3630 E. Imperial Highway

[Included in Hospital APN]

Lynwood, CA 90262
Progressive Care Unit

SFMC

3630 E. Imperial Highway

[Included in Hospital APN]

Lynwood, CA 90262
Family Life Center (Freestanding)

SFMC

3630 E. Imperial Highway

[Included in Hospital APN]

Lynwood, CA 90262
Power Plant

SFMC

3630 E. Imperial Highway

[Included in Hospital APN]

Lynwood, CA 90262
Parking Structure #1

SFMC

3630 E. Imperial Highway

[Included in Hospital APN]

Lynwood, CA 90262
Huntington Park Medical Office

SFMC

2700 E. Slauson Ave

Building
Maywood Medical

6320-006-069

Huntington Park, CA 90255
SFMC

5953 S. Atlantic Blvd 5

Office Building

6313-013-028

Maywood, CA 90270

____________________
Source: VHS management

108

STRICTLY CONFIDENTIAL

SVMC Owned Properties
SVMC Owned
Description

Related Hospital

Address

APN

Hospital

SVMC

2131 W 3rd Street

5154-018-018

Los Angeles, CA 90057
Central Plant

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Stauffer Wing Conference Rooms

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Doheny Building

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Cath Village

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Annex / Boiler

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Parking Structure

SVMC

2131 W 3rd Street

[Included in Hospital APN]

Los Angeles, CA 90057
Mineral Rights

Unrelated to Hospital Operations

1601 Otto Road

Well No. King Ranch 11-15H

Cheyenne, WY 82001
Vacant land

Unrelated to Hospital Operations

Salton Sea, California

--

Property in Imperial County
Fractional Timeshare of a Condominium

(1)

Unrelated to Hospital Operations

2600 Avenida Del Presidente

898-066-66

San Clemente, CA 92672
Unit 25-Lot 10 of Block 572(2)

Unrelated to Hospital Operations

Rio Grande Estates, Unit 25

--

Valencia, NM

____________________
Source: VHS management
(1) Owned by St. Vincent Medical Center Foundation
(2) Owned by St. Vincent Medical Center Foundation, Lot 10 of Block 572 of Rio Grande Estates, Unit 25
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OCH Owned Properties
OCH Owned
Description
O'Connor Health Center One MOB (JV)

(1)

Related Hospital

Address

APN

OCH

455 O'Connor Dr.

--

San Jose, CA 95128
Acute Care Hospital

OCH

2105 Forest Ave

274-40-081

San Jose, CA 95128
Acute Care Hospital with 2005 ED

OCH
OCH

2105 Forest Ave

274-40-085

San Jose, CA 95128

Addition (1981)
Central Plant Building

274-40-082

San Jose, CA 95128

Addition (1969)
Acute Care Hospital with 2005 ED

2105 Forest Ave

OCH

2105 Forest Ave

[Included in Hospital APN]

San Jose, CA 95128
Acute Care Hospital with 2005 ED

OCH

[Included in Hospital APN]

San Jose, CA 95128

Addition (2005)
Parking Garage and Two Lots

2105 Forest Ave

OCH

2105 Forest Ave

[Included in Hospital APN]

San Jose, CA 95128
O'Connor Medical Office Building

OCH

2101 Forest Ave

[Included in Hospital APN]

San Jose, CA 95128

____________________
Source: VHS management
(1) Medical office building owned through interest in limited partnership. OCH has a preferred equity position of $4,008,000. In the remaining equity, 110
OCH has a 75% equity share (with Toeniskoetter having the remaining 25% share). Toeniskoetter is managing partner. VMF and OCH lease space
in this facility
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SLRH Owned Properties
SLRH Owned
Description

Related Hospital

Address

APN

Hospital (Including Helipad)

SLRH

9400 No Name Uno

835-05-032

Gilroy, CA 95020
Single Dwelling (Vacant House)

SLRH

705 Las Animas Road

[Included in Hospital APN]

Gilroy, CA 95020

____________________
Source: VHS management
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SMC Owned Properties
SMC Owned
Description

Related Hospital

Address

APN

Hospital / CT / Linear Accelerator

SMC

1900 Sullivan Ave

008-084-370

Daly City, CA 94015
Employee Open Air Parking Lot

SMC

Between Parking Lot F and Hospital

[Included in Hospital APN]

Daly City, CA 94015

____________________
Source: VHS management
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Verity Holdings, LLC Owned Properties
Verity Holdings, LLC Owned
Description

Related Hospital

Address

APN

Parking Lot

SFMC

3633 Martin Luther King Jr. Blvd.

6173-015-047

Lynwood, CA 90262
Ministry Services Building

(1)

SFMC

3663 Martin Luther King Jr. Blvd.

6173-019-022

Lynwood, CA 90262
Parking Lot

(1)

SFMC

3621 Martin Luther King Jr. Blvd

6173-015-048

Lynwood, CA 90262
Five Unit Apartment

SFMC

3570 Brenton Avenue

6191-016-008

Lynwood, CA 90057
Medical Office Building

SLRH

18550 Depaul Drive

728-31-013

Morgan Hill, CA 95037
Previous Hospital Facility (Vacant)

SLRH

18500 Depaul Drive

728-31-013

Morgan Hill, CA 95037
Serramonte Medical Dental Center

SMC

1500 Southgate Ave.

008-521-110

Daly City, CA 94015
SMOC#1 Medical Office Building

SMC

1800 Sullivan Ave.

008-084-470

Daly City, CA 94015
SMOC#2 Medical Office Building

SMC

1850 Sullivan Avenue

008-084-460

Daly City, CA 94015
Vacant Land/Green Space

SMC

1800/1850 Sullivan Ave

008-084-500

Daly City, CA 94015
Employee and Overflow Parking West of

SMC

1900 Sullivan Ave

Hospital
Vacant Land West of

008-271-430

Daly City, CA 94015
SMC

1900 Sullivan Ave

Hospital

008-104-120

Daly City, CA 94015
____________________
Source: VHS management
(1) Properties/details to be verified
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Verity Holdings, LLC Owned Properties (cont’d)
Verity Holdings, LLC Owned
Description

Related Hospital

Address

APN

Employee and Overflow Parking West of

SMC

1900 Sullivan Ave

008-104-100

Hospital
Employee and Overflow Parking West of

Daly City, CA 94015
SMC

1900 Sullivan Ave

Hospital
Visitor Parking South of

Daly City, CA 94015
SMC

1900 Sullivan Ave

Hospital
Access Road/Green Belt

008-104-110
008-520-190

Daly City, CA 94015
SMC

1800/1850 Sullivan Ave

008-084-480

Daly City, CA 94015
Access Road/Green Belt

SMC

1800/1850 Sullivan Ave

008-084-540

Daly City, CA 94015
Parking

SMC

1800/1850 Sullivan Ave

008-084-430

Daly City, CA 94015
Parking

SMC

1800/1850 Sullivan Ave

008-084-440

Daly City, CA 94015
Vacant Land/Green Space

SMC

1800/1850 Sullivan Ave

008-084-520

Daly City, CA 94015
Vacant Land/Green Space

SMC

1800/1850 Sullivan Ave

008-084-530

Daly City, CA 94015
Seton Medical Center Coastside (Hospital

SMCC

600 Marine Blvd

and Nursing Home)
St. Vincent Professional Office Building

037-160-090

Moss Beach, CA 94038
SVMC

199 & 201 S. Alvarado Street

5154-018-019

Los Angeles 90057
Mark Taper a/k/a MTTC Building(1)

SVMC

2200 W. 3rd St.

5154-034-006

Los Angeles, CA 90057
____________________
Source: VHS management
(1) Connected to Hospital via Sky Bridge
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Verity Holdings, LLC Owned Properties (cont’d)
Verity Holdings, LLC Owned
Description

Related Hospital

Address

APN

Seton Hall Convent / Guest Lodge

SVMC

262 & 272 S Lake Street / 2120 Valley

5154-018-021

Los Angeles, CA 90057
Ocean View Pavillion

SVMC

2222 Ocean View Avenue

5154-033-021

Los Angeles, CA 90057
Vacant

SVMC

143 S. Alvarado St.

5154-008-012

Los Angeles, CA 90057
Vacant Land

SVMC

171 S. Alvarado St.

5154-018-020

Los Angeles, CA 90057
Vacant Land

Unrelated to Hospital Operations

3405 Spring Valley Rd.

062-251-09

Clearlake Oaks, CA 95423
Vacant Land

Unrelated to Hospital Operations

3449 Wolf Creek Rd.

062-112-03

Clearlake Oaks, CA 95423
Twenty-Nine Palms Property

Unrelated to Hospital Operations

Highway 81

0625-251-13-0000

San Bernadino, CA
Vacant Land(1)

Unrelated to Hospital Operations

San Bernadino, CA

____________________
Source: VHS management
(1) TRACT 4408 LOT 34 TRACT NO 4408 LOT 34 EX MNL RTS RESERVATION OF RECORD

0420-204-05-0000
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Disclosures and Contact Information
This Confidential Information Memorandum (“CIM”) has been prepared on behalf of Verity Health System of California, Inc. and its wholly owned subsidiaries and
affiliated entities (collectively, “VHS” or the “Company”) based on information from the Company and published sources, and is being furnished through Cain Brothers, a
division of KeyBanc Capital Markets (“Cain Brothers”), as the Company’s exclusive authorized representative, for informational purposes solely for use by qualified prospects in
considering their interest in entering into a possible transaction with the Company (a “Transaction”). The information contained herein is subject to change without notice.
Neither the Company nor Cain Brothers assumes any responsibility to update any information contained in this CIM or to inform the recipient of information which may affect
this CIM. This CIM has been prepared to assist interested parties in making their own evaluation of the Company and does not purport to be all-inclusive or to contain all
information that a prospective purchaser may desire or that may be required in order to properly evaluate the business, prospects or value of the Company. In all cases,
interested parties should conduct their own investigation and analysis of the Company and the data set forth in this CIM. Industry data and statistics have been obtained or
derived from the Company and published industry sources.
By accepting this CIM, the recipient acknowledges and agrees that all of the information contained herein is highly confidential and subject to the Non-Disclosure
Agreement (“NDA”) executed by the recipient. Without limiting the generality of the foregoing: (1) the recipient will not reproduce this CIM in whole or in part; (2) if the
recipient does not wish to pursue a Transaction relating to the Company, it will (i) promptly return this CIM to Cain Brothers, together with any other materials relating to the
Company which the recipient may have received from the Company, Cain Brothers or any of their respective subsidiaries or affiliates, and (ii) take such other actions, if any,
required by the NDA; (3) the recipient will hold all information and the facts that it is involved in any process relating to the Company and the status thereof as confidential; and
(4) any proposed actions by the recipient which are inconsistent in any manner with the NDA will require the prior written consent of the Company.
Cain Brothers has not independently verified any of the information contained herein, and neither the Company, Cain Brothers nor any of their respective affiliates makes
any representation or warranty (expressed or implied) as to the accuracy or completeness of this CIM or any statements, estimates or projections contained herein. Such
statements, estimates and projections reflect various assumptions made by the Company concerning anticipated results, which are subject to business, economic and
competitive uncertainties and contingencies, many of which are beyond the control of the Company and which may or may not prove to be correct. As a result, no
representation or warranty is made as to the feasibility or attainability of the projected financial information or the accuracy or completeness of the assumptions from which the
projected financial information is derived. There can be no assurance that the projections will be realized. Additionally, certain provisions of various agreements are
summarized in this CIM, but interested parties should not assume that such summaries are complete. Such summaries are qualified in their entirety by reference to the
complete text of such agreements. This CIM speaks only as of the date hereof or as of the date indicated. This CIM does not constitute an offer or invitation for the sale or
purchase of the securities, assets or business described herein. The only information that will have any legal effect will be that specifically represented, warranted and contained
in a definitive agreement relating to a Transaction and executed by the Company (or its shareholders) and a purchaser, and the Company and Cain Brothers disclaim liability for
any loss or damage incurred as a result of any information contained in or omitted from this CIM.
The Company reserves the right to negotiate with one or more qualified prospects at any time and to enter into a definitive agreement relating to a Transaction without
prior notice to the recipient or other prospective purchasers. Further, the Company reserves the right, at any time, to terminate participation in the investigation and proposal
process by any party and to modify any procedures without giving advance notice or providing any reason therefor. The Company also reserves the right during the evaluation
period to take any action, whether within or outside the ordinary course of business.
“Cain Brothers, a division of KeyBanc Capital Markets” is a trade name of Cain Brothers & Company, LLC Member FINRA/SIPC. Cain Brothers & Company, LLC is a
wholly-owned subsidiary of KeyBanc Capital Markets Inc. Member NYSE/FINRA/SIPC.
Carsten Beith
Managing Director
(312) 604-0500
cbeith@cainbrothers.com

Jim Moloney
Managing Director
(415) 962-2961
jmoloney@cainbrothers.com

Ben Herbert*
Director
(415) 962-2957
bherbert@cainbrothers.com

Elizabeth Kim
Vice President
(415) 962-2921
ekim@cainbrothers.com

Ted Kaehler
Vice President
(415) 962-2924
tkaehler@cainbrothers.com

Casey Wade*
Associate
(415) 962-2930
cwade@cainbrothers.com

Devan Ponciroli*
Analyst
(415) 962-2953
dponciroli@cainbrothers.com

Tierra Patmavanu*
Analyst
(415) 962-2944
tpatmavanu@cainbrothers.com

___________________
*Primary contacts for additional information
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Summary of Diligence
Financial Due Diligence
•

Verity engaged PricewaterhouseCoopers (“PwC”) to conduct a Quality of Earnings analysis. PwC presented this analysis on a pre-indirect
corporate allocation basis, recognizing that while stand-alone financial statements do exist, the allocated overhead costs of Verity would be
different for an independent hospital or for a hospital operated by a different health system. PwC was not engaged to provide a detailed
assessment of carve-out and stand-alone costs. A buyer will need to determine which of the indirect corporate allocations are required and
would be incremental to the business.
>

August 16, 2018: PwC principally focused on analyzing the Quality of Earnings for the last two fiscal years ended June 30, 2017 (FY16 and
FY17) and the last twelve months ended May 31, 2018 (LTM May-18).

>

July 7, 2019: In a supplemental analysis, PwC updated the original analysis for last fiscal year ended June 30, 2018 (FY18) and the last twelve
months ended March 31, 2019 (LTM Mar-19).

>

March 1, 2019: PwC created a Quality of Revenue adjusted through the last twelve months ended in December 2018 (LTM Dec-18).

Real Estate Analysis - SFMC
•

Phase I Environmental Assessment: (November 2018): Verity retained AEI Consultants to prepare a Phase I Environmental Site Assessment in
conformance with the scope and limitations of the ASTM Standard Practice E1257-13 and EPA Standards and Practices. AEI recommends annual
tank tightness testing on the 10,000-gallon diesel fuel UST that services the hospital’s emergency generators.

•

Preliminary Title Reports (October 2018): Verity engaged Provident Title Company and Chicago Title Insurance Company.

•

Survey: AEI Consultants conducted a land title survey for the 3630 East Imperial Highway property.
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SFMC Select Operating Statistics
Discharges and Average Daily Census by Type
FY 2017A

FY 2018A

Other Operating Statistics

FY 2019A

18,653

20,019

17,603

16,970

2,104

2,404

2,204

2,080

SNF

292

264

308

279

Rehab

-

-

-

-

SNF Custodial Care

-

-

-

SNF Neurocare Unit

-

-

Subacute

-

Other

-

Psychiatric Acute

Total Discharges

21,049

LTM Oct-19

22,689

20,087

19,339

29,216

31,651

28,272

27,303

105,438

100,308

99,624

Adjusted Patient Days

143,702

146,998

141,138

140,607

Average Daily Census

284

289

275

273

-

Adjusted Average Daily Census

394

403

387

385

-

-

Average Length of Stay

4.9

4.6

5.0

5.2

-

-

-

Acute Case Mix Index

1.2

1.2

1.3

1.3

-

-

-

IP Surgeries

3,112

3,347

2,943

2,809

OP Surgeries

2,310

2,774

2,376

2,207

20,115

19,329

Deliveries

4,721

4,401

4,009

3,836

ER Admits

14,170

14,552

13,649

13,399

ER Visits

78,650

76,383

70,128

69,429

221

220

35

37

36

36

General Acute Admits

17

Direct Admissions

22
-

21,063
103,599

22,687

Adjusted Admissions

237

SNF

15
-

18
-

-

Neurocare

-

-

-

-

SubAcute

-

-

-

-

284

289

275

273

Total ADC

Admissions

227

Psychiatric Acute
Rehab

FY 2019A

Patient Days

Average Daily Census
General Acute

FY 2018A

Other Operating Statistics

Discharges
General Acute

FY 2017A

LTM Oct-19

____________________
Source: VHS management

ER Conversion %

Direct Admissions % of Total
Outpatient Visits (Non ER)
Outpatient Visits

18.0%

19.1%

19.5%

19.3%

18,677

20,032

17,578

16,990

6,893

8,137

6,438

5,940

32.7%

35.9%

32.1%

30.7%

76,138

77,386

67,829

64,833

140,618

139,217

124,308

120,863
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Corporate Allocation Expense Breakdown
SFMC Corporate Expenses by Department
$ in millions
Information Technology

FY 2019A
$

LTM Oct-19

% of Total

17.3

23%

24%

8.2

7.9

12%

11%

Employee Benefits

5.0

5.3

7%

7%

Administration

4.2

4.2

6%

6%

Finance and Accounting

3.3

3.4

5%

5%

Human Resources

1.3

1.4

2%

2%

Legal

0.7

1.2

1%

2%

Total Core Corporate Items

$

% of Total

Revenue Cycle Management

Other

16.4

Commentary

3.4
$

42.5

$

3.3

5%

5%

44.1

61%

61%

(5.0)

-5%

-7%

6.7

9%

9%

•
•
•
•
•
•

All figures are unadjusted
Quality of Earnings analysis was conducted in August 2018 to
identify recurring indirect corporate expenses for the health
system
Corporate expenses are allocated to each of the hospitals based off
methodologies that vary by department
The analysis is available by request
As of September 2018, the Integrity Management agreement was
terminated and four Senior Executives became direct employees of
Verity
Further details of the corporate allocation will be made available in
the data room

Other Items
Revenue Items (non-recurring)

$

Interest

(3.4) $
6.1

Depreciation and Amortization

0.3

0.3

0%

0%

17.2

20.1

25%

28%

Admin and Allocation (Management Fees)

6.2

3.4

9%

5%

SCC TSA Costs

1.0

2.3

1%

3%

Net Reorganization Expenses

Total Other

$

27.4

$

27.9

39%

39%

Total Corporate Allocation - SFMC

$

69.9

$

71.9

100%

100%

$

49.3

$

Relevant P&L Line Items
Purchased Services - Corp Allocations

51.9

71%

72%

Reorganization Items

18.2

21.1

26%

29%

3009 - Transaction Related Expenses

(0.9)

(1.0)

-1%

-1%

Management Compensation Expense

3.4

5%

0%

100%

100%

Total

$

69.9

$

71.9

____________________
Note: Summary income statement on page 9 excludes expenses related to the Project Phoenix reorganization and transaction
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SFMC Top 10 Product Lines and Physicians
Top 10 Product Lines by Cases

Top 10 Physicians by Cases
Cases

% of Total

#

NORMAL NEWBORNS

2,936

21%

1

Physician 1

Internal Medicine

2,129

21%

2

PSYCHIATRY

2,109

15%

2

Physician 2

Internal Medicine

1,132

11%

3

CARDIOVASCULAR MEDICINE

1,979

14%

3

Physician 3

Internal Medicine

1,127

11%

4

INFECTIOUS DISEASES

1,445

10%

4

Physician 4

Internal Medicine

1,015

10%

5

GASTROINTESTINAL MEDICINE

1,202

9%

5

Physician 5

Internal Medicine

991

10%

6

PULMONARY MEDICINE

1,021

7%

6

Physician 6

Obstetrics/Gynecology

953

9%

7

NEUROLOGICAL MEDICINE

985

7%

7

Physician 7

Psychiatry

911

9%

8

NEONATAL

965

7%

8

Physician 8

Psychiatry

910

9%

9

GENERAL SURGERY

656

5%

9

Physician 9

Obstetrics/Gynecology

620

6%

10

ENDOCRINOLOGY MEDICINE

529

4%

10

Physician 10

Pediatrics

13,827

100%

Product Line

Total

Top 10 Product Lines by Gross Revenue
#

Product Line

1

INFECTIOUS DISEASES

2

Physician

Cases

% of Total

1

#

Specialty

Total

589

6%

10,377

100%

Top 10 Physicians by Gross Revenue

Gross Rev. % of Total Net Rev. % of Total

#

Physician

Specialty

Gross Rev. % of Total Net Rev. % of Total

$218.2

26%

$27.3

25%

1

Physician 3

Internal Medicine

$98.5

14%

$14.0

16%

CARDIOVASCULAR MEDICINE

109.8

13%

12.9

12%

2

Physician 2

Internal Medicine

93.5

13%

12.5

14%

3

GENERAL SURGERY

103.8

12%

10.3

10%

3

Physician 4

Internal Medicine

92.3

13%

11.7

13%

4

PULMONARY MEDICINE

67.8

8%

8.9

8%

4

Physician 1

Internal Medicine

88.8

13%

10.4

12%

5

NEUROLOGICAL MEDICINE

67.4

8%

7.9

7%

5

Physician 5

Internal Medicine

86.4

12%

10.8

12%

6

MAJOR TRAUMA

64.8

8%

11.8

11%

6

Physician 11

Internal Medicine

66.3

10%

8.4

10%

7

GASTROINTESTINAL MEDICINE

58.1

7%

7.5

7%

7

Physician 12

Internal Medicine

48.1

7%

6.3

7%

8

ORTHOPEDIC SURGERY

57.1

7%

6.0

6%

8

Physician 13

Internal Medicine

46.4

7%

6.2

7%

9

CATH/EP

56.9

7%

8.3

8%

9

Physician 14

Pediatrics

38.4

6%

5.6

6%

10

NEONATAL

46.5

5%

6.4

6%

$850.5

100%

$107.3

100%

10

Physician 15

Internal Medicine

37.7

5%

2.3

3%

$696.5

100%

$88.2

100%

Total

____________________
Source: VHS management
Note: As of November 2019-TTM

Total

21

STRICTLY CONFIDENTIAL

Verity Holdings, LLC Owned Properties
Verity Holdings, LLC Owned
Description

Related Hospital

Address

APN

Parking Lot

SFMC

3633 Martin Luther King Jr. Blvd.

6173-015-047

Lynwood, CA 90262
Ministry Services Building

SFMC

3663 Martin Luther King Jr. Blvd.

6173-019-022

Lynwood, CA 90262
Parking Lot

SFMC

3621 Martin Luther King Jr. Blvd

6173-015-048

Lynwood, CA 90262
Five Unit Apartment

SFMC

3570 Brenton Avenue

6191-016-008

Lynwood, CA 90057

____________________
Source: VHS management
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From:
Cc:
Subject:
Date:

Kaehler, Ted
Moloney, Jim; Beith, Carsten; Project Phoenix
Verity Health System Process
Friday, January 03, 2020 12:31:01 AM

To Interested Parties,
In its capacity as investment banker to Verity Health System, Cain Brothers is contacting you to
inquire about your interest in exploring a transaction with the system. Our records indicated that
your organization previously executed a non-disclosure agreement in order to access confidential
information. As you may be aware, Verity Health System had entered into an asset purchase
agreement to sell St. Francis Medical Center, St. Vincent Medical Center, Seton Medical Center,
Seton Medical Center Coastside, and related assets to Strategic Global Management. As a result of
the sale not having closed, Verity Health System, has initiated the evaluation of alternative
transactions with new potential acquirors. Verity Health System would be open to offers for
individual campuses and parcels/MOBs, as the case may be.
If interested, please reply to this email by no later than January 6, 2020 at 5:00 PM PT with: (i) an
overview of which asset(s) you would like to consider acquiring and (ii) a working group list
containing the contact details of the individuals within your organization and of any external advisors
that would evaluate this opportunity.
Sincerely,
Ted Kaehler
_____________________________________________________________________________________
Ted Kaehler | Vice President
Cain Brothers, a division of KeyBanc Capital Markets
One California Street, Suite 2400, San Francisco, CA 94111 | T: 415.962.2924 | M: 507.993.0475
tkaehler@cainbrothers.com | www.cainbrothers.com

Title 11, California Code of Regulations,§ 999.5(d)(2)(D)
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CONFIDENT IA L
January 15, 2020
Page 2
Y our Proposal should include the following items:
Proposal Summary: Please summarize your offer in a letter that clearly indicates the following:
a. Assets Acquired: Provide a description of the proposed Transaction structure including
(i) the acquiring entity and (ii) a detailed description of which Assets are included in the
proposed Transaction.
b. Purchase Price: Indicate a cash purchase price for the Asset(s).
c. Sources of Financing: Describe with specificity your expected sources of funds. Confirm
that such financing will be fully committed at the time of execution of the APAs and that
consummation of the Transaction will not be contingent on obtaining financing. Include
appropriate documentation of any such commitment, including signed commitment
papers. Any description of your financing arrangements should demonstrate your ability
to finance the Transaction.
d. Due Diligence: Please provide a summary of due diligence completed to date, a detailed
list of any remaining diligence, including the names of third-party advisors, and a timetable
of any additional work required to complete your due diligence prior to signing the APA.
Management, Cain Brothers, Berkeley Research Group, Dentons and the Company’s other
adv isors/consultants are available to assist you and your third-party advisors.
e. Authorization/Approvals: Comment on your organization’s willingness to execute the
APA that you submit, noting what internal approvals, if any, remain outstanding. Describe
the lev el within your organization that this Proposal has been reviewed. Include an
ov erview of any necessary board committee, board of directors, shareholder, financing
source and regulatory approvals.
f.

Closing: Please provide the date by which you intend to close the Transaction together
with a list of all significant remaining milestones to closing.

g. Other Matters: Please detail any other important matters of which V HS and its advisors
should be aware regarding your Proposal and the consummation of a Transaction with you.
Any Proposal submitted by you will be subject to the terms of the Confidentiality Agreement that you have
ex ecuted. This letter, along with its attachments and all discussions with Cain Brothers regarding VHS and
its Assets, shall be treated as confidential information by y ou and y our agents pursuant to such
Confidentiality Agreement.
To assist buyers with their diligence, the table below lays out the proposed timeline for each process. The
process timeline is subject to change, but Cain Brothers and VHS will be transparent and communicate any
changes to key dates and milestones.
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From:
To:
Cc:
Subject:
Date:
Attachments:

Kaehler, Ted
Moloney, Jim; Beith, Carsten; Project Phoenix
SFMC Bid Deadline
Tuesday, March 31, 2020 9:55:11 AM
4165 - SFMC Bidding Procedures Order (002).pdf

We are reaching out as a friendly reminder that the bid deadline for SFMC is April 3, 2020 at 5:00 PM. I’ve attached
the Bidding Procedures for your reference.
Please let us know if you have any questions.
Best,
Ted
_____________________________________________________________________________________
Ted Kaehler | Vice President
Cain Brothers, a division of KeyBanc Capital Markets
One California Street, Suite 2400, San Francisco, CA 94111 | T: 415.962.2924 | M: 507.993.0475
tkaehler@cainbrothers.com | www.cainbrothers.com
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From:
To:
Cc:
Subject:
Date:
Attachments:

Kaehler, Ted
Moloney, Jim; Beith, Carsten; Project Phoenix
SFMC Sales Order
Thursday, April 02, 2020 5:03:01 PM
SFMC Draft Sale Order(114214804 2).DOCX

Per the Qualified Bid requirements, a marked version to the Draft Sales Order is required (see attached). This
remains a Draft and subject to internal review.
Please let us know if you have any questions.
Best,
Ted
_____________________________________________________________________________________
Ted Kaehler | Vice President
Cain Brothers, a division of KeyBanc Capital Markets
One California Street, Suite 2400, San Francisco, CA 94111 | T: 415.962.2924 | M: 507.993.0475
tkaehler@cainbrothers.com | www.cainbrothers.com
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April 3, 2020
VIA EMAIL
Project Phoenix (project_phoenix@keybank.com)
Carsten Beith (cbeith@cainbrothers.com)
Jim Maloney (jmoloney@cainbrothers.com)
Tania M. Moyron (tania.moyron@dentons.com)
Gregory A. Bray (gbray@milbank.com)
Daniel S. Bleck (dsbleck@mintz.com)
Paul Ricotta (pricotta@mintz.com)
Nathan F. Coco (ncoco@mwe.com)
Megan Preusker (mpreusker@mwe.com)
Clark Whitmore (clark.whitmore@maslon.com)
Bruce Bennet (bbennett@jonesday.com)
Benjamin Rosenblum (brosenblum@jonesday.com)
Peter Saba (psaba@jonesday.com)
Re:

Bid for St. Francis Medical Center from Prime Healthcare Services, Inc.

To Whom It May Concern:
Attached is Prime Healthcare Inc.’s (“Prime’s”) bid (the “Bid”) for the acquisition of St.
Francis Medical Center (“SFMC”) that includes (i) an executed Qualified APA, (ii) a redline of
the Qualified APA marked to reflect the modifications compared to the Draft APA (including the
modifications to the California Attorney General conditions attached as Exhibit 5.8(c) thereto),
(iii) a copy of the draft Sale Order, (iv) a redline of the draft Sale Order marked to reflect the
modifications compared to the draft Sale Order posted in the Debtors on-line data room, and (v) a
financial commitment letter from Medical Properties Trust, Inc (“MPT”) indicating that MPT is
providing all cash necessary to close the transaction. A deposit of ten percent (10%) of the
Purchase Price (as defined in the Qualified APA) was made earlier today in immediately available
funds to an account to be held in escrow by the Debtors.
The Bid constitutes a good faith, bona fide offer to purchase the Purchased Assets in
accordance with the terms of the Qualified APA for the Purchase Price, and is not conditioned on
any due diligence, financing, or other contingencies other than the entry of the Sale Order and the
contingencies expressly set forth in the Qualified APA.
Prime agrees to be bound by the terms of the Bidding Procedures and the Bidding
Procedures Order and consents to the jurisdiction of the Bankruptcy Court (including waiving any
right to a jury trial) in connection with any disputes related to the Bidding Procedures as well as
the Auction, the Sale Hearing, the Sale Order and/or the closing of the Sale. To the best of Prime’s

Prime Healthcare | 3480 E. Guasti Road | Ontario, CA 91761 | Tel (909) 235-4400
www.primehealthcare.com

knowledge, there is no relationship, affiliation, or connection of any kind between Prime, on the
one hand, and the Debtors and/or any of their affiliates, current or former officers, directors, and/or
investors, on the other hand.
The Bid will remain irrevocable until forty-eight (48) hours after the conclusion of the Sale
Hearing or such longer period of time if Prime is selected as the Winning Bidder or Back-Up
Bidder. Prime is willing to serve as a Back-Up Bidder and that its Qualified Bid (or any Qualified
Bid as modified at the Auction) shall constitute the Back-Up Bid if the Debtors determine that it
qualifies as the Back-Up Bid in accordance with the provisions of the Bidding Procedures Order
All capitalized terms used but not defined herein have the meaning ascribed to them in the
Bidding Procedures Order [Docket 4165].
Thank you for your consideration. We look forward to working with you.
Sincerely,

A. Joel Richlin, Esq.
Vice President & Deputy General Counsel
Direct: 909-235-4235
Email: JRichlin@primehealthcare.com
Cc:

Samuel Maizel, Esq.
Mark Shinderman, Esq.

Prime Healthcare | 3480 E. Guasti Road | Ontario, CA 91761 | Tel (909) 235-4400
www.primehealthcare.com

ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and
PRIME HEALTHCARE SERVICES, INC.
(as “Purchaser”)

Dated April 3, 2020
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ASSET PURCHASE AGREEMENT
This Asset Purchase Agreement (the “Agreement”) is made and entered into as of April 3,
2020 (the “Signing Date”) by and among St. Francis Medical Center, a California nonprofit public
benefit corporation (“SFMC”), Verity Holdings, LLC (“Verity Holdings”), a California limited
liability company and Verity Health System of California, Inc., a California nonprofit public
benefit corporation (“VHS” and, together with SFMC and Verity Holdings, the “Sellers” and each
individually a “Seller”) and Prime Healthcare Services, Inc., a Delaware corporation
(“Purchaser” and, together with the Sellers, the “Parties” and each individually a “Party”).
RECITALS
A.
SFMC engages in the business of operating a hospital known as St. Francis
Medical Center (“St. Francis”) in the City of Lynwood, California, including the hospital
pharmacy, laboratory and emergency department as well as through the medical office buildings
and clinics owned or operated by SFMC (with St. Francis, collectively referred to herein, as the
“Hospital”).
B.
VHS is the sole member of SFMC and Verity Holdings. Verity Holdings
owns and rents certain properties on or near the Hospital campus.
C.
Purchaser desires to purchase from Sellers, and Sellers desire to sell to
Purchaser, the assets described in Section 1.7 below for the consideration and upon the terms and
conditions contained in this Agreement.
D.
On August 28, 2018, Sellers filed voluntary petitions for relief under
Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the Central District of California, Los Angeles Division, before the
Honorable Ernest M. Robles (the “Bankruptcy Court”), which are jointly administered with their
affiliates under Case No. 18-20151 (the “Bankruptcy Cases”).
E.
On February 10, 2020, Sellers filed the Debtors’ Notice of Motion and
Motion for the Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2)
Approving Auction Sale Format, Bidding Procedures and Stalking Horse Bid Protections; (3)
Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling a Court Hearing
to Consider Approval of the Sale to the Highest Bidder; and (5) Approving Procedures Related to
the Assumption of Certain Executory Contracts and Unexpired Leases; and (II) an Order (A)
Authorizing the Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum Of Points And Authorities In Support Thereof [Docket No. 4069] (the “Bidding
Procedures Motion”) which was approved by an order of the Bankruptcy Court (the “Bidding
Procedures Order”) [Docket No. 4165] and pursuant thereto the Parties have entered into this
Agreement.
F.
The Parties intend to effectuate the transactions contemplated by this
Agreement through a sale of the Assets pursuant to the Bidding Procedures and as approved by
the Bankruptcy Court pursuant to Sections 363 and 365 of the Bankruptcy Code.
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AGREEMENT
NOW, THEREFORE, in consideration of the foregoing premises and the mutual
promises and covenants contained in this Agreement, and for their mutual reliance and
incorporating into this Agreement the above recitals, the Parties hereto agree as follows:
ARTICLE 1
SALE AND TRANSFER OF ASSETS;
CONSIDERATION; CLOSING
1.1

Purchase Price.

(a)
Subject to the terms and conditions of this Agreement, the aggregate
consideration shall be as follows:
(i)
Payment to Sellers of a cash base purchase price (“Base Price”) as
follows: Two Hundred Million Dollars ($200,000,000); provided, that in
the event at Closing the Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)) is more than Fifty Million Dollars ($50,000,000) less
than the Prior Period Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)), the Purchaser shall offset from the portion of the
remaining QAF V net receipts collected after Closing (but not by more than
an aggregate of Thirty Million Dollars ($30,000,000)) one dollar for every
dollar of difference between Prior Period Annualized Normalized EBITDA
and Annualized Normalized EBITDA over Fifty Million Dollars
($50,000,000) up to Eighty Million Dollars ($80,000,000). In the event that
the QAF V payments are insufficient to satisfy the amount of offset, then
Purchaser shall have offset rights from the Seller’s QAF VI Seller Net
Payments;
(ii)
Sellers shall retain, as an Excluded Asset, the QAF V Payments
(defined below) and the QAF VI Seller Net Payments (defined below) as
described in Section 1.8(b), which are currently estimated at Twenty-Nine
Million Dollars ($29,000,000) in connection with the QAF V Payments and
Eighty-Three Million Dollars ($83,000,000) in connection with the QAF VI
Seller Net Payments;
(iii) Cash payment of Sixty-One Million Dollars ($61,000,000) (the
“A/R Target Amount”) as consideration for the Accounts Receivable
transferred at Closing (subject to adjustment in Section 1.12);
(iv)
Cash payment for Sellers’ payroll liabilities at Closing (the “Payroll
Amount”) (which as of October 31, 2019, had an aggregate value of
approximately Five Million Dollars ($5,000,000));
(v)
Cash payment for accrued vacation and other paid time-off of
Sellers’ employees at Closing (the “PTO Amount”) (which as of October
2
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31, 2019, had an aggregate value of approximately Ten Million Dollars
($10,000,000));
(vi)
An amount equal to the Cure Costs (defined below) associated with
outstanding liabilities of Sellers under any Assigned Leases and/or
Assigned Contracts; and
(vii)

An amount determined in accordance with Section 1.6.

(b)
At the Closing, Purchaser shall pay to Sellers, by wire transfer of
immediately available funds to the accounts specified by Sellers to Purchaser in writing, an
aggregate amount equal to the Base Price, plus the A/R Target Amount, plus the Cure Cost
Amount, plus the PTO Amount, plus the Payroll Amount (collectively, the “Purchase Price”),
minus the Deposit (defined below).
(c)
For purposes of this Agreement, the “QAF Program” means the California
Department of Health Care Services (“DHCS”) Hospital Quality Assurance Fee Programs V
(“QAF V”) and VI (“QAF VI”). During the period prior to the Closing, Sellers shall pay or permit
DHCS to offset from amounts owed to St. Francis any fees due and owing prior to the Closing
under QAF V and QAF VI (such payments or offsets shall be included in the formula described in
Section 1.8(b)), and Sellers shall be entitled to retain all payments received under QAF V and QAF
VI.
(d)
Separate from, and in addition to, the Purchase Price, Purchaser commits to
invest Forty-Seven Million Dollars ($47,000,000) in capital expenditures for St. Francis (including
NPC-3 seismic compliance responsibilities).
1.2
Deposit. Purchaser has deposited an amount equal to $27,725,342.48 (the “Initial
Deposit”) by wire transfer to Chicago Title Insurance Company (“Escrow Agent”) pursuant to
that certain Escrow Agreement attached hereto as Exhibit 1.2. Within two (2) business day after
the date of the conclusion of the auction for the Assets, if any, if Purchaser is the Prevailing Bidder
(as defined below) and as a result of such auction has opted to increase the Purchase Price (the
“Auction Purchase Price”), Purchaser shall deposit an additional amount with the Escrow Agent
such that the total amount deposited with the Escrow Agent is equal to ten percent (10%) of the
Auction Purchase Price (the Initial Deposit and any additional amount deposited with the Escrow
Agent (if any) referred to collectively as the “Deposit”) by wire transfer to the Escrow Agent. All
fees of the Escrow Agent shall be paid by Purchaser. The Deposit shall be non-refundable in all
events, except in the event the Closing does not occur due to Purchaser’s termination of the
Agreement pursuant to Sections 9.1 (a), (c), (d), (f), (g), (h) or (i) hereof. Upon Closing, the
Deposit will be credited against the Purchase Price.
1.3
Closing Date. The consummation of the transactions contemplated by this
Agreement (the “Closing”) shall take place at the offices of Dentons US LLP, 601 South Figueroa
St., Suite 2500, Los Angeles, CA 90017-5704 (the day on which Closing actually occurs, the
“Closing Date”) within three (3) business days following the satisfaction or waiver of the
conditions set forth in ARTICLE 7 and ARTICLE 8, and other than those conditions that by their
nature are to be satisfied at Closing but subject to fulfillment or waiver of those conditions. The
3
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Closing shall be deemed to occur and to be effective as of 12:00 a.m. pacific time on the day
immediately after the Closing Date (the “Effective Time”). Purchaser and Sellers agree that
because the change of ownership and regulatory approval process may take an extended period of
time, at the Effective Time, the Assets (less any Assets constituting drugs or pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (as such terms are defined below)) will be sold to
Purchaser and immediately leased back to Sellers (substantially in the form of the Leaseback
Agreement attached hereto as Exhibit 1.3(a), the “Leaseback Agreement”), with a concurrent
management arrangement (substantially in the form of the Interim Management Agreement
attached hereto as Exhibit 1.3(b), the “IMA”). On the effective date that Purchaser obtains a
general acute care hospital license from the California Department of Public Health (“CDPH”)
and a hospital pharmacy permit from the California State Board of Pharmacy (“BOP”) (i) the
Leaseback Agreement and IMA will terminate and (ii) the drugs and pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements will be transferred to Purchaser (without payment of
any additional Purchase Price) (the “Licensure Date”). For the avoidance of any doubt, the
Licensure Date shall be the date the Purchaser’s hospital license and pharmacy permit are effective,
even if they are not actually issued until a later date. The Licensure Date may be determined based
on oral assurances from CDPH and the BOP.
1.4
Items to be Delivered by Sellers at Closing. At or before the Closing, Sellers shall
deliver, or cause to be delivered, to Purchaser the following:
(a)
a Bill of Sale substantially in the form of Exhibit 1.4(a) attached hereto (the
“Bill of Sale”), duly executed by each Seller;
(b)
Real Estate Assignment Agreements (the “Real Estate Assignments”) in
the form of Exhibit 1.4(b) attached hereto with respect to (i) the Leased Real Property, and (ii) the
Tenant Leases, each duly executed by the applicable Sellers;
(c)
Quitclaim Deeds in the form of Exhibit 1.4(c) attached hereto with respect
to the real property listed in Schedule 1.4(c), together with all plant, buildings, structures,
installments, improvements, fixtures, betterments, additions and constructions in progress situated
thereon (the “Owned Real Property”) duly executed by SFMC and Verity Holdings as applicable;
(d)
an Assigned Contract Transfer Agreement (the “Transfer Agreement”) in
the form of Exhibit 1.4(d) attached hereto, duly executed by the applicable Sellers;
(e)

evidence of payment of all Cure Costs;

(f)
the Transition Services Agreement (the “Transition Services Agreement”)
in form attached hereto as Exhibit 1.4(f), duly executed by the applicable Sellers;
(g)

the Leaseback Agreement and IMA, duly executed by SFMC;

(h)
favorable certificates of good standing, of each Seller, issued by the State
of California, dated no earlier than a date which is fifteen (15) calendar days prior to the Closing
4
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Date;
(i)
a duly executed certificate of an officer of each Seller certifying to
Purchaser (i) the incumbency of the officers of such Seller on the Signing Date and on the Closing
Date and bearing the authentic signatures of all such officers who shall execute this Agreement
and any additional documents contemplated by this Agreement and (ii) the due adoption and text
of the resolutions or consents of the Board of Directors of such Seller authorizing (I) the transfer
of the Assets and transfer of the Transferred Obligations by such Seller to Purchaser and (II) the
due execution, delivery and performance of this Agreement and all additional documents
contemplated by this Agreement, and that such resolutions have not been amended or rescinded
and remain in full force and effect on the Closing Date;
(j)

a certified copy of the Sale Order (as defined below);

(k)
non-foreign affidavits of SFMC and Verity Holdings, as applicable, dated
as of the Closing Date, in the form of Exhibit 1.4(k); and
(l)
Any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.5
Items to be Delivered by Purchaser at Closing. At or before the Closing, Purchaser
shall deliver or cause to be delivered to Sellers the following:
(a)

payment of the Purchase Price, minus the Deposit;

(b)
a duly executed certificate of the Secretary of Purchaser certifying to Sellers
(a) the incumbency of the officers of Purchaser on the Signing Date and on the Closing Date and
bearing the authentic signatures of all such officers who shall execute this Agreement and any
additional documents contemplated by this Agreement and (b) the due adoption and text of the
resolutions of the Board of Directors of Purchaser authorizing the execution, delivery and
performance of this Agreement and all additional documents contemplated by this Agreement, and
that such resolutions have not been amended or rescinded and remain in full force and effect on
the Closing Date;
(c)
favorable certificate of good standing, of Purchaser, issued by the California
Secretary of State dated no earlier than a date which is fifteen (15) calendar days prior to the
Closing Date;
(d)

the Transition Services Agreement, duly executed by Purchaser;

(e)

the Leaseback Agreement and IMA, duly executed by Purchaser;

(f)

the Bill of Sale, duly executed by Purchaser;

(g)

the Real Estate Assignment(s), duly executed by Purchaser;

(h)

the Transfer Agreement, duly executed by Purchaser;
5
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(i)
Preliminary Change of Ownership Report(s) (BOE-502-A) with respect to
the Owned Real Property, duly executed by Purchaser; and
(j)
any such other instruments, certificates, consents or other documents which
Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.6
Prorations and Utilities. All items of income and expense listed below with respect
to the Assets shall be prorated in accordance with the principles and the rules for the specific items
set forth hereafter:
(a)
All transfer, conveyance, sales, use, stamp, similar state and local taxes
arising from the sale of the Assets hereunder shall be the responsibility of, and allocated to,
Purchaser.
(b)
Other than the Utility Deposits (defined below), which are governed by
Section 1.8(n), and other than with respect to Cure Costs, the following costs and expenses shall
be prorated based upon the payment period (i.e., calendar or other tax fiscal year) to which the
same are attributable: (i) all real estate and personal property lease payments, real estate and
personal property taxes, real estate assessments and other similar charges against real estate, (ii)
power and utility charges, (iii) payments made by Sellers for information technology software or
services for periods after the Effective Time, (iv) payments made by Sellers in association with
Licenses or dues paid to government and non-governmental agencies for calendar year 2020, and
(v) other similar costs for items or services which continue past the Effective Time (collectively,
the “Prorated Charges”). Sellers shall pay at or prior to the Closing (or Purchaser shall receive
credit for) any unpaid Prorated Charges attributable to periods or portions thereof occurring prior
to the Effective Time, and Purchaser shall be responsible for or, to the extent previously paid by
Sellers, pay to Sellers at the Closing all Prorated Charges attributable to periods or portions thereof
occurring from and after the Effective Time. In the event that as of the Closing Date the actual tax
bills for the tax year or years in question are not available and the amount of taxes to be prorated
as aforesaid cannot be ascertained, then rates, millages and assessed valuation of the previous year,
with known changes, shall be used. The Parties agree that if the real estate and personal property
tax prorations are made based upon the taxes for the preceding tax period, the prorations shall be
re-prorated after the Closing. As to power and utility charges, “final readings” as of the Closing
Date shall be ordered from the utilities; the cost of obtaining such “final readings,” if any, shall be
paid by Purchaser.
(c)
Sellers shall be entitled to all rents and other payments under Tenant Leases
accruing for the period prior to the Effective Time (“Pre Effective Time Lease Amounts”), and
Purchaser shall be entitled to all rents and other payments under tenant leases accruing for the
period after the Effective Time (“Post Effective Time Lease Amounts” and together with the Pre
Effective Time Lease Amounts, the “Lease Amounts”). All Lease Amounts that are collected
prior to the Closing shall be prorated as of the Closing in accordance with the immediately
preceding sentence. All Lease Amounts that are accrued but unpaid as of the Closing (including,
without limitation, rents and other payments accrued prior to the Closing but payable in arrears
after the Closing) (collectively, the “Unpaid Amounts”) shall belong to Sellers, and Purchaser
shall, upon receipt of said rents and other payments, receive the same in trust for Sellers and shall
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promptly remit any of such amounts to Sellers within ten (10) days after Purchaser’s receipt of
same.
(d)
If Purchaser requests that Sellers transfer electronic medical records in a
specific electronic format due to the Sellers’ electronic medical record (“EMR”) system and
Purchaser’s EMR system not being interoperable, then Purchaser shall reimburse, on the Closing
Date, all amounts paid or to be paid by Sellers to transfer electronic medical records to Purchaser
in such different electronic format.
(e)
All prorations and payments to be made under the foregoing provisions
shall be agreed upon by Purchaser and Sellers prior to the Closing and shall be binding upon the
Parties; provided, however, with respect to the Unpaid Amounts, in the event any proration,
apportionment or computation shall prove to be incorrect for any reason, then either Sellers or
Purchaser shall be entitled to an adjustment to correct the same, provided that said Party makes
written demand on the Party from whom it is entitled to such adjustment within fifteen (15)
calendar days after the erroneous payment or computation was made, or such later time as may be
required, in the exercise of due diligence, to obtain the necessary information for proration.
(f)

This Section 1.6 shall survive Closing.

1.7
Transfer of Sellers Assets. On the Closing Date, subject to the terms and conditions
of this Agreement and except as otherwise contemplated in Section 1.3, Sellers shall sell, assign,
transfer, convey and deliver to Purchaser, free and clear of all interests, including but not limited
to all liens, privileges, pledges, security interests, rights of first refusal, options, defects in title and
encumbrances (“Encumbrances”) other than the Permitted Exceptions (defined below), and
Purchaser shall acquire, all of Sellers’ right, title and interest in and to only the following assets
and properties, as such assets shall exist on the Closing Date, to the extent not included among the
Excluded Assets, such transfer being deemed to be effective at the Effective Time (the “Assets”):
(a)
all of the tangible personal property owned by Sellers, or to the extent
assignable or transferable by Sellers, and used by Sellers in the operation of the Hospital, including
equipment, furniture, fixtures, machinery, vehicles, office furnishings and leasehold improvements
(the “Personal Property”);
(b)
subject to Section 1.7(e), all of Sellers’ rights, to the extent assignable or
transferable, to all licenses, permits, approvals, certificates of exemption, franchises, accreditations
and registrations and other governmental licenses, permits or approvals issued to Sellers for use in
the operation of the Hospital (the “Licenses”), including, without limitation, the Licenses set forth
on Schedule 1.7(b), except to the extent Purchaser elects, in its discretion, not to take assignment
of any such Licenses;
(c)
all of Sellers’ interest in and to the Owned Real Property and all of Sellers’
interest, to the extent assignable or transferable and that have been designated by Purchaser, in and
to all of the following (the “Assigned Leases”): (i) the real property leases for all real property
leased by Sellers and set forth on Schedule 1.7(c)(i) (the “Leased Real Property”), and (ii) the
real property leased or subleased by Sellers to a third party and set forth on Schedule 1.7(c)(ii) (the
“Tenant Leases”);
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(d)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Effective Time, to the extent assignable or transferable, all contracts and agreements
(including, but not limited to, purchase orders) that have been designated by Purchaser as an
Assigned Contract, pursuant to Section 1.11 and appearing on Schedule 1.7(d);
(e)
all of Sellers’ interest in, from and after the Licensure Date, to the extent
assignable or transferable, the Hospital’s Medicare Provider Agreement (and provider number)
and the Hospital’s Medi-Cal Provider Agreement (and provider number) (collectively, the
“Medicare/Medi-Cal Agreements”);
(f)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Licensure Date, to the extent assignable or transferable, in and to any of the Hospital’s
managed care, pre-paid, capitated or other full-risk health plan agreements (collectively, the
“Managed Care Agreements”) that have been designated by Purchaser as an Assigned Contract
pursuant to Section 1.11 (to the extent so designated, the “Transferred Managed Care
Agreements”);
(g)
subject to Section 4.6, all of Sellers’ interest in, and all of Sellers’
obligations due under, from and after the Licensure Date, to the extent assignable or transferable,
in and to any of the Hospital’s services, participation or provider agreements with private health
plans, insurers or other third party payors (collectively, the “Private Payor Agreements”) that
have been designated by Purchaser as an Assigned Contract pursuant to Section 1.11 (to the extent
so designated, the “Transferred Private Payor Agreements”), provided that, Private Payor
Agreements shall not include any “risk-sharing” agreements with independent physician
associations;
(h)
to the extent assignable or transferable, all inventories of supplies, drugs,
food, janitorial and office supplies and other disposables and consumables (i) located at the
Hospital or (ii) used in the operation of the Hospital (the “Inventory”) except as set forth in
Sections 1.3 and 1.8(i);
(i)
other than Utility Deposits, all prepaid rentals, deposits, prepayments and
similar amounts relating to the Assigned Contracts and/or the Assigned Leases, which were made
with respect to the operation of the Hospital (the “Prepaids”);
(j)
to the extent assignable or transferable, all of the following that are not
proprietary to Sellers and/or owned by or proprietary to Sellers’ affiliates: operating manuals, files
and computer software with respect to the operation of the Hospital, including, without limitation,
all patient records, medical records, employee records, billing records, financial records,
equipment records, construction plans and specifications, and medical and administrative libraries;
provided, however, that any electronic medical records may be transferred in paper or “pdf” if
Sellers’ EMR system and Purchaser’s EMR system are not interoperable;
(k)
to the extent assignable or transferable, all rights in all warranties of any
manufacturer or vendor in connection with the Personal Property;
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(l)
all right, title and interest in and to the name “St. Francis Medical Center,”
including any associated Hospital trademarks, service marks, trade names, logos and domain
names but excluding the domain https://stfrancis.verity.org and content therein;
(m)

all goodwill of the Hospital evidenced by the Assets;

(n)
to the extent transferable or assignable, Sellers’ right or interest in the
telephone and facsimile numbers used with respect to the operation of the Hospital;
(o)
to the extent assignable or transferable, Sellers’ lock box account(s)
associated with Medicare or Medi-Cal fee-for-service receivables (the “Lockboxes”) on or after
the Licensure Date;
(p)
(i) all accounts and interest thereupon, notes and interest thereupon and
other receivables of Sellers, including, without limitation, accounts, notes or other amounts
receivable, and all claims, rights, interests and proceeds related thereto, including all accounts and
other receivables, , in each case arising from the rendering of services or provision of goods,
products or supplies to inpatients and outpatients at the Hospital, billed and unbilled, recorded and
unrecorded (including any such amounts that were written-off by Sellers for any reason), for
services, goods, products and supplies provided by Sellers prior to the Licensure Date whether
payable by Medicare, Medi-Cal, Medicaid, or any other payor (including an insurance company),
or any health care provider or network (such as a health maintenance organization, preferred
provider organization or any other managed care program) or any fiscal intermediary of the
foregoing, private pay patients, private insurance or by any other source and all claims, rights,
interests and proceeds relating to any grant or governmental awards directly or indirectly related
to COVID-19 (collectively, “Accounts Receivable”); and (ii) trauma payments, disproportionate
share payments (subject to Section 1.8(c)), California Health Foundation & Trust payments, cost
report, claim, EHR or other similar appeals and Seller Cost Report settlements in each case arising
from the rendering of services or provision of goods, products or supplies to inpatients and
outpatients at the Hospital (the “Other Receivables” and together with the Accounts Receivable,
the “Receivables”);
(q)
all documents, records, correspondence, work papers and other documents,
other than patient records, primarily relating to the Receivables;
(r)
all QAF payments due to the Hospital from the State of California or any of
its administrative entities or other entitles, including without limitations, Medi-Cal managed care
plans, that are both received on and after the Licensure Date and attributable to QAF VI and any
subsequent QAF Program, regardless of the state fiscal year for which the payments are made in
reference to and regardless of the state fiscal year for which the data was derived to calculate
eligibility for such payments, other than the QAF payments received prior to Closing or
specifically excluded pursuant to Section 1.8(b) as QAF VI Seller Net Payments;
(s)
except as set forth in Section 1.8(l) (i.e., certain causes of action), all claims,
causes of action, choses in action, rights of recovery, rights of set off and rights of recoupment of
Sellers against third parties related to or associated with the physical condition of any of the Assets;
and
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(t)
to the extent assignable or transferable, any other assets owned by Sellers
(which are not otherwise specifically described above in this Section 1.7) that are used primarily
in the operation of the Hospital.
As used herein, the term “Permitted Exceptions” means (i) the Transferred Obligations;
(ii) liens for taxes not yet due and payable; (iii) easements, rights of way, zoning ordinances and
other similar encumbrances affecting real property; (iv) imperfections of title or encumbrances
identified in the Title Commitments (defined below) other than those specifically identified in
Schedule 1.7(I); and (iv) other imperfections of title or encumbrances, if any, which are not
monetary in nature and that are not, individually or in the aggregate, material to the business of
the Hospital.
1.8
Excluded Assets. Notwithstanding anything to the contrary in Section 1.7, Sellers
shall retain all interests, rights and other assets owned directly or indirectly by it (or any of Sellers’
affiliates) which are not among the Assets, including, without limitation, the following interests,
rights and other assets of Sellers (collectively, the “Excluded Assets”):
(a)

cash, cash equivalents and short-term investments;

(b)
all QAF payments received prior to Closing under any QAF Program and,
in addition, (I) the Excluded Assets shall include all payments received or to be received by the
Hospital with respect to QAF V (the “QAF V Payments”), and (II) with respect to QAF VI, the
Excluded Assets shall include the “QAF VI Seller Net Payments” which shall be, with respect to
the Hospital, an amount equal to the product of: (A) all payments received or to be received by the
Hospital under the QAF Program in respect of QAF VI minus all payments already made, required
to be made in the future or to be offset by the government with respect to QAF VI, multiplied by
(B) the Closing Date Percentage. The “Closing Date Percentage” shall mean the percentage
derived by dividing the total number of days between July 1, 2019 and the Effective Time, by 915;
(c)
all Disproportionate Share Hospital Payments (“DSH”) received on or after
the Effective Time but calculated based on data from periods prior to the Effective Time (whether
received before or after the Effective Time and whether paid to Sellers or Purchaser);

(d)
all Sellers Plans (defined below) and the assets of all Sellers Plans and any
asset that would revert to the employer upon the termination of any Sellers Plan, including, without
limitation, any assets representing a surplus or overfunding of any Sellers Plan;
(e)
all contracts that are not Assigned Contracts and all risk sharing agreements
with independent physician associations (“IPAs”);
(f)
any Private Payor Agreement that is not a Transferred Private Payor
Agreement and any Managed Care Agreement that is not a Transferred Managed Care Agreement;
(g)
all collective bargaining agreements or other arrangements with unions
representing Sellers’ employees;
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(h)
all leases that have not been designated as Assigned Leases, and all
Contracts that have not been designated as Assigned Contracts and all rents, deposits,
prepayments, and similar amounts relating thereto;
(i)
the portions of Inventory, Prepaids, and other assets disposed of, expended
or canceled, as the case may be, by Sellers after the Signing Date and prior to the Effective Time
in the ordinary course of business;
(j)

assets owned by vendors of services or goods to the Hospital;

(k)

all of Sellers’ organizational or corporate record books, minute books and

tax records;
(l)
Except as set forth in Section 1.7(k) or 1.7(s) hereof (i.e., rights under
warranties and physical condition claims), all claims, counterclaims and causes of action of Sellers
or Sellers’ bankruptcy estate (including parties acting for or on behalf of Sellers’ bankruptcy estate,
including, but not limited to, the official committee of unsecured creditors appointed in the
Bankruptcy Case), including, without limitation, (A) causes of action arising out of any claims and
causes of action under chapter 5 of the Bankruptcy Code (“Avoidance Claims”), (B) any claims,
counterclaims and causes of action under applicable non-bankruptcy law (including claims,
counterclaims and causes of action against any health plan or other third party payors related to
services provided prior to the Effective Time), and (C) any rights to challenge liens asserted against
property of the Sellers’ bankruptcy estate (including, but not limited to, liens attaching to the
Purchase Price paid to the Sellers), and the proceeds from any of the foregoing; provided, however,
that Purchaser shall acquire and be deemed to release and waive as of the Effective Time all
Avoidance Claims against counterparties to Assigned Contracts and Assigned Leases solely to the
extent such avoidance claims arise from, or are in connection with, executory contracts and
unexpired leases assigned by the Sellers to Purchaser pursuant to Section 1.11 hereof;
(m)
Except as set forth in Section 1.7(s), all insurance policies and contracts and
coverages obtained by Sellers or listing Sellers as insured party, a beneficiary or loss payee,
including prepaid insurance premiums, and all rights to insurance proceeds under any of the
foregoing, and all subrogation proceeds related to any insurance benefits arising from or relating
to (i) Assets prior to the Licensure Date and/or (ii) Excluded Assets whether prior to or after the
Licensure Date;
(n)
all deposits made with any entity that provides utilities to the Hospital (the
“Utility Deposits”);
(o)
all unclaimed property of any third party as of the Effective Time, including,
without limitation, property which is subject to applicable escheat laws;
(p)

all bank accounts of Sellers, other than the Lockboxes as set forth in Section

1.7(o);
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(q)
all writings and other items that are protected from discovery by the
attorney-client privilege, the attorney work product doctrine or any other cognizable privilege or
protection;
(r)
the rights of Sellers to receive mail and other communications with respect
to Excluded Assets or Excluded Liabilities;
(s)

all tax refunds and tax assets of Sellers;

(t)
all documents, records, operating manuals and film pertaining to the
Hospital that the Parties agree that Sellers is required by law to retain;
(u)
all patient records and medical records which are not part of any electronic
medical record software transferred to Purchaser and are not required by law (including Section
351 of the Bankruptcy Code) to be maintained by Purchaser as of the Effective Time;
(v)
Excluded Asset;

any rights or documents relating to any Excluded Liability or other

(w)
all deposits or other prepaid charges and expenses paid in connection with
or relating to any other Excluded Assets and/or Excluded Liabilities;
(x)
any rights or remedies provided to Sellers under this Agreement and each
other document executed in connection with the Closing and the actions necessary to complete the
sale of the Hospital pursuant to this Agreement;
(y)
any rights or remedies, including deposits, against any individual or entity
arising pursuant to (including in connection with Sellers’ termination of) or relating to that certain
Asset Purchase Agreement dated January 8, 2019 between, inter alia, Sellers and Strategic Global
Management, Inc.;
(z)
any (i) personnel files for employees of Sellers who are not hired by
Purchaser; (ii) all documents, records, correspondence (including with respect to any employees),
work papers, patient records or other books and records that Sellers is required by Law to retain;
provided, however, that except as prohibited by Law and subject to ARTICLE 5, Purchaser shall
have the right to make copies of any portions of such retained books and records that relate to the
business of the Hospital as conducted before the Closing or that relate to any of the Assets; (iii)
documents which Sellers is not permitted to transfer pursuant to any contractual obligation owed
to any third party; (iv) documents primarily related to any Excluded Assets; and (v) documents
necessary to prepare tax returns (Purchaser shall be entitled to a copy of such documents). With
respect to documents necessary to prepare cost reports, Purchaser shall receive the original
document and Sellers shall be entitled to retain or request a copy of such documents;
(aa) any and all rights and entitlements of Sellers in respect of that certain
Settlement Agreement, executed as of April 29, 2019, by and between, on the one hand, Premier,
Inc., Premier Services, LLC (“Premier GP”), Premier Healthcare Alliance, L.P. (“Premier LP”),
Premier Healthcare Solutions, Inc. (“PHSI”) and each of Premier, Inc.’s other subsidiaries
(collectively and including Premier GP, Premier LP and PHSI, “Premier”), and on the other hand,
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VHS, as approved by the Bankruptcy Court by order entered on May 29, 2019 [Docket No. 2461],
including but not limited to the right to convert and exchange partnership interests arising under
that certain Amended and Restated Limited Partnership Agreement, effective as of October 1,
2013, as amended, by and among Premier LP, Premier GP and the limited partners of Premier LP
party thereto (including VHS); and
(bb)

any assets identified in Schedule 1.8(bb).

For the avoidance of doubt, Purchaser is not acquiring any asset owned by any affiliate of Sellers.
1.9
Transferred Obligations. Purchaser is not assuming any liabilities of Sellers.
Instead, on and after the Closing Date, Purchaser shall be responsible for and agrees to discharge,
perform and satisfy fully, on and after the Effective Time, the following liabilities and obligations
(collectively, the “Transferred Obligations”):
(a)
the Assigned Contracts, after Sellers pay the Cure Costs from the proceeds
of the Purchase Price;
(b)
the Purchase Price;

the Assigned Leases, after Sellers pay the Cure Costs from the proceeds of

(c)
all liabilities and obligations arising out of or relating to any act, omission,
event or occurrence connected with the use, ownership or operation by Purchaser of the Hospital
or any of the Assets on or after the Effective Time;
(d)
all liabilities and obligations related to the Hired Employees arising on or
following the Effective Time (which for avoidance of doubt, does not include any duties,
obligations or liabilities arising from or related to employment-related documentation required to
be maintained by such Seller prior to the Effective Time, including but not limited to,
documentation of I-9 compliance for Sellers’ employees and any alternative work schedule
compliance duties, obligations or liabilities that relate to Sellers’ employees);
(e)
all unpaid real and personal property taxes, if any, that are attributable to
the Assets after the Effective Time, subject to the prorations provided in Section 1.6;
(f)
all liabilities and obligations relating to utilities being furnished to the
Assets, subject to the prorations provided in Section 1.6;
(g)
any documentary, sales and transfer tax liabilities of Sellers incurred as a
result of the consummation of the transaction contemplated by this Agreement;
(h)

all liabilities or obligations provided for in Section 5.3; and

(i)

any other obligations and liabilities identified in Schedule 1.9(i).

1.10 Excluded Liabilities. Purchaser shall have those duties, obligations and liabilities
set forth in this Agreement, the IMA, the Leaseback Agreement, the Transition Services
Agreement, the Bill of Sale, the Transfer Agreement and the Real Estate Assignment(s) and shall
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be responsible for the Transferred Obligations. However, except as expressly set forth herein,
Purchaser is not assuming any liabilities of Sellers related to the Assets, Sellers’ employees or the
Hospitals, is purchasing the Assets free and clear of the Encumbrances except the Permitted
Exceptions (defined herein) and shall not be deemed a successor to Sellers or their estates by reason
of any theory of law or equity with respect to any claims or liens against Sellers or the Assets (the
“Excluded Liabilities”).
1.11 Designation of Assigned Contracts and Assigned Leases. Each Seller will assign
to Purchaser the Assigned Leases and such other contracts and leases as are subject to evaluation
by Purchaser for assumption or rejection (collectively “Evaluated Contracts”). At the later of (i)
5:00 p.m. pacific time on the day that is seven (7) calendar days prior to the date of the auction for
the Assets and (ii) the date the Purchaser submits its bid for the Assets: (A) Purchaser shall notify
Seller in writing signed and dated by Purchaser of which Evaluated Contracts are to be assigned
to Purchaser (the “Assigned Contracts”) and (B) Purchaser shall notify Seller in writing signed
and dated by Purchaser of which Evaluated Contracts are to be rejected by Seller (the “Rejected
Contracts”); provided, that Purchaser shall have the right to designate any contracts on the
Assigned Contract list as a Rejected Contract on or prior to 5:00 p.m. pacific time on the day that
is thirty (30) days prior to Closing Date, and Sellers shall have the absolute right to remove any
Evaluated Contract from the list of Assigned Contracts in order to preserve avoidance claims;
provided, however, that notwithstanding anything to the contrary, and to enable Sellers to comply
with the terms of the Bidding Procedures Order with respect to UnitedHealthcare Insurance
Company (“UnitedHealthcare”), Purchaser shall irrevocably designate all UnitedHealthcare
agreements as Assigned Contracts or Rejected Contracts by the date that is two (2) calendars days
after the Bankruptcy Court enters the Sale Order. The final list of Assigned Contracts at Closing
will appear on Schedule 1.7(d).
1.12

Accounts Receivable Reconciliation.

(a)
Sellers and Purchaser have mutually agreed that the target Accounts
Receivable amount that will be transferred from Sellers to Purchaser as of the Effective Time is
the A/R Target Amount. In connection with the Account Receivable reconciliation process,
Purchaser shall collect the Accounts Receivable during the one hundred thirty-five (135) day
period immediately following the Closing Date (collectively, the “Final A/R Collected”), and
within the thirty (30) day period thereafter, Purchaser shall provide Sellers, in good faith, a
schedule which provides an accounting of the Final A/R Collected (the “A/R Accounting
Schedule”), together with reasonably detailed schedules and data supporting such accounting.
(b)
After receipt of the A/R Accounting Schedule, Sellers shall have sixty (60)
days to review the A/R Accounting Schedule and the Final A/R Collected as proposed by
Purchaser, together with the work papers used in the preparation thereof, and have their
representatives and advisors review such A/R Accounting Schedule and proposed Final A/R
Collected. In connection with the review of the A/R Accounting Schedule and proposed Final A/R
Collected, Purchaser shall give, and shall cause its representatives and advisors to give, to Sellers
and their representatives and advisors reasonable access, upon reasonable prior notice, to the
books, records and other materials and the personnel of, and work papers prepared by or for,
Purchaser and its representatives and advisors, including to such historical financial information
relating to the Sellers and the Accounts Receivable as Sellers or their representatives or advisors
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may request, in each case, in order to permit the timely and complete review of the A/R Accounting
Schedule and proposed Final A/R Collected in accordance with this Section 1.12(b) and so long
as such access does not unreasonably interfere with the operations of the Purchaser.
(c)
If Sellers disagree with the A/R Accounting Schedule and/or proposed Final
A/R Collected, they shall notify Purchaser in writing within sixty (60) days after the date on which
Purchaser delivers such A/R Accounting Schedule and proposed Final A/R Collected to Sellers,
which shall include the items as to which they disagree and their calculation of such disputed
amounts with reasonable supporting detail (the “Statement of Objections”). Purchaser and Sellers
shall reasonably cooperate to resolve any such disagreements. If Purchaser and Seller are unable
to resolve all such disagreements on or before the date which is thirty (30) days following
notification by Sellers of any such disagreements, such disagreements shall be submitted to the
Bankruptcy Court for resolution. The A/R Accounting Schedule and Final A/R Collected shall
become final on the earlier of (i) failure by Sellers to deliver a Statement of Objections within the
time period required by this section; (ii) mutual written agreement by Sellers and Purchaser; or
(iii) a determination by the Bankruptcy Court.
(d)
Once the A/R Accounting Schedule and Final A/R Collected have become
final in accordance with Section 1.12(c), the following shall occur:
(i)
if the Final A/R Collected is more than the A/R Target Amount, then
such excess amount shall be paid by Purchaser to Sellers within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers, provided that, in no
event shall amounts of any governmental grants or awards directly or indirectly related to COVID19 be paid to Sellers under this Section 1.12(d)(i) (for the avoidance of doubt, any amounts of any
governmental grants or awards directly or indirectly related to COVID-19 must be removed from
the calculation of the Final A/R Collected to determine whether Purchaser owes to Sellers any
amount above the A/R Target Amount);
(ii)
if the Final A/R Collected is less than the A/R Target Amount, then
such deficit amount shall be paid by Sellers to Purchaser within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers (and if not paid,
Purchaser shall have the right to offset such amounts against Seller’s QAF VI Seller Net
Payments); or
(iii) if the Final A/R Collected is equal to the A/R Target Amount, then
no adjusting payments in respect of the Accounts Receivable shall be required by either Purchaser
or Sellers.
(e)
During the one hundred thirty-five (135) day period immediately following
the Closing Date Purchaser shall (i) use good faith, commercially reasonable best efforts to collect
the Accounts Receivable (including at least the efforts used by Purchaser to collect its other
receivables) within the one hundred thirty-five (135) day period immediately following the
Closing Date; (ii) not take any action for the purpose of or which would be reasonably likely to
result in any of the Accounts Receivable not being collected in a timely manner and within the one
hundred thirty-five (135) day period immediately following the Closing Date; and (iii) provide
Sellers with weekly written updates on its collection of the Accounts Receivable.
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1.13

Disclaimer of Warranties; Release.

(a)
THE ASSETS TRANSFERRED TO PURCHASER WILL BE SOLD BY
SELLERS AND PURCHASED BY PURCHASER IN THEIR PHYSICAL CONDITION AT
THE EFFECTIVE TIME, “AS IS, WHERE IS AND WITH ALL FAULTS AND
NONCOMPLIANCE WITH LAWS” WITH NO WARRANTIES, INCLUDING, WITHOUT
LIMITATION, THE WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE, SUITABILITY, USAGE, WORKMANSHIP, QUALITY,
PHYSICAL CONDITION, OR VALUE, AND ANY AND ALL SUCH OTHER
REPRESENTATIONS AND WARRANTIES ARE HEREBY EXPRESSLY DISCLAIMED,
AND WITH RESPECT TO THE LEASED REAL PROPERTY WITH NO WARRANTY OF
HABITABILITY OR FITNESS FOR HABITATION, INCLUDING, WITHOUT LIMITATION,
THE LAND, THE BUILDINGS AND THE IMPROVEMENTS. ALL OF THE PROPERTIES,
ASSETS, RIGHTS, LICENSES, PERMITS, PRIVILEGES, LIABILITIES, AND
OBLIGATIONS OF SELLERS INCLUDED IN THE ASSETS AND THE TRANSFERRED
OBLIGATIONS ARE BEING ACQUIRED OR RECEIVED “AS IS, WHERE IS” ON THE
CLOSING DATE AND IN THEIR PRESENT CONDITION, WITH ALL FAULTS. ALL OF
THE TANGIBLE ASSETS SHALL BE FURTHER SUBJECT TO NORMAL WEAR AND
TEAR AND NORMAL AND CUSTOMARY USE OF THE INVENTORY AND SUPPLIES IN
THE ORDINARY COURSE OF BUSINESS UP TO THE EFFECTIVE TIME.
(b)
Purchaser acknowledges that Purchaser has examined, reviewed and
inspected all matters which in Purchaser’s judgment bear upon the Purchase Price, the Assets, the
Sellers, the Hospital, the businesses of the Hospital and their value and suitability for Purchaser’s
purposes and, except for Sellers representations and warranties in ARTICLE 2, is relying solely
on Purchaser’s own examination, review and inspection of the Assets and Transferred Obligations.
Purchaser hereby releases Sellers and their affiliates from all responsibility and liability regarding
the condition, valuation, salability or utility of the businesses of the Hospital or the Assets, or their
suitability for any purpose whatsoever. Purchaser further acknowledges that the representations
and warranties of Sellers contained in ARTICLE 2 of this Agreement are the sole and exclusive
representations and warranties made by Sellers to Purchaser (including with respect to the
Hospital, the Assets and the Transferred Obligations) and shall expire, and be of no further force
or effect at the Closing.
ARTICLE 2
REPRESENTATIONS AND WARRANTIES OF SELLERS
Each Seller hereby represents, warrants and covenants to Purchaser, severally (and not
jointly) with respect to such Seller that the following matters are true and correct as of the Signing
Date, except as would not have a Material Adverse Effect (as defined below) upon the Assets, and
except as disclosed in the disclosure schedule, as may be amended pursuant to the terms of this
Agreement (the “Disclosure Schedule”), provided that the representations and warranties set forth
in Sections 2.1 (Authorization), 2.2 (Binding Agreement), 2.3 (Organization and Good Standing;
No Violation), 2.7 (Compliance with Legal Requirements), 2.8 (Required Consents), 2.10 (Title)
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and 2.13 (Legal Proceedings) (the “Sale Order Date Representations”) shall also be made as of
immediately prior to the entry of the Sale Order (the “Sale Order Date”):
The term “Material Adverse Effect” means any event, change or occurrence that,
individually or in the aggregate with other events, changes or occurrences, has had or would
reasonably be expected to have, a material adverse effect on the Sellers’ financial condition,
provided, that in determining whether a Material Adverse Effect has occurred, any degradation in
earnings and/or Receivables shall be excluded.
2.1
Authorization. Such Seller has all necessary corporate power and authority to enter
into this Agreement and, subject to Bankruptcy Court approval, to carry out the transactions
contemplated hereby.
2.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Sellers and, assuming due and valid execution by Purchaser, this Agreement
constitutes a valid and binding obligation of Sellers enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect (including, without limitation
approval of the Bankruptcy Court) and (b) limitations on the enforcement of equitable remedies.
2.3

Organization and Good Standing; No Violation.

(a)
Each of SFMC and VHS is a non-profit corporation duly organized, validly
existing and in good standing under the laws of the State of California. Verity Holdings is a limited
liability company duly organized, validly existing and in good standing under the laws of the State
of California. Each Seller has all necessary power and authority to own, operate and lease its
properties and to carry on its businesses as now conducted.
(b)
Neither the execution and delivery by such Seller of this Agreement nor the
consummation of the transactions contemplated hereby by such Seller nor compliance with any of
the material provisions hereof by such Seller, will violate, conflict with or result in a breach of any
material provision of such Seller’s articles of incorporation or bylaws or any other organizational
documents of such Seller.
2.4
Contracts. Except as set forth in Schedule 2.4, upon entry of the Sale Order and
payment of the Cure Costs, to Sellers’ knowledge, Sellers are not in breach or default of the
Assigned Contracts or Assigned Leases. No provision of this Section 2.4 shall apply to any failure
to obtain consents to the assignment of the Assigned Contracts and/or Assigned Leases from third
parties in connection with the assignment of such Assigned Contracts and/or Assigned Leases to
Purchaser (the “Contract and Lease Consents”).
2.5
Brokers and Finders. Except as set forth on Schedule 2.5, neither such Seller nor
any affiliate thereof, nor any officer or director thereof, have engaged or incurred any liability to
any finder, broker or agent in connection with the transactions contemplated hereunder.
2.6
Non-Contravention. Neither the execution and delivery by Sellers of this
Agreement and each Ancillary Agreement nor performance of any of the material provisions
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hereof by Sellers, will violate, conflict with or result in a breach of any material provisions of the
articles of incorporation or bylaws of Sellers.
2.7
Compliance with Legal Requirements. Except as set forth in Schedule 2.7, to the
knowledge of Sellers: each Seller, with respect to the operation of the Hospital, is in material
compliance with all applicable laws, statutes, ordinances, orders, rules, regulations, licenses,
certificates, judgments or decrees of all judicial or governmental authorities (federal, state, local,
foreign or otherwise) (collectively, “Legal Requirements”). Except as set forth in Schedule 2.7,
to the knowledge of Sellers, none of the Sellers, with respect to the operation of the Hospital, has
been charged in writing with or been given written notice of any material violation or any
obligation to take material remedial action under, any applicable Legal Requirements.
2.8
Required Consents. Except as set forth in Schedule 2.8, and other than in
connection with any Licenses, any provider agreements (including any such agreements with a
governmental authority) and the Attorney General, Sellers are not a party to or bound by, nor are
any of the Assets subject to, any mortgage, or any material lien, deed of trust, material lease, or
material contract or any material order, judgment or decree which, after giving effect to the Sale
Order (a) will require the consent of any third party to the execution of this Agreement or (b) will
require the consent of any third party to consummate the transactions contemplated by this
Agreement.
2.9

Environmental Matters

(a)
Sellers have provided Purchaser with the Phase I Environmental Site
Assessments in Seller’s electronic data room.
(b)
Except as disclosed in Schedule 2.9(b), to the knowledge of Sellers, the
operations of the Hospital are not in material violation of any applicable limitations, restrictions,
conditions, standards, prohibitions, requirements and obligations of Environmental Laws and
related orders of any court or any other governmental authority.
(c)
For the purposes of this Section, the term “Environmental Laws” shall
mean all state, federal or local laws, ordinances, codes or regulations relating to Hazardous
Substances or to the protection of the environment, including, without limitation, laws and
regulations relating to the storage, treatment and disposal of medical and biological waste. For
purposes of this Agreement, the term “Hazardous Substances” shall mean (i) any hazardous or
toxic waste, substance, or material defined as such in (or for the purposes of) any Environmental
Laws, (ii) asbestos-containing material, (iii) medical and biological waste, (iv) polychlorinated
biphenyls, (v) petroleum products, including gasoline, fuel oil, crude oil and other various
constituents of such products, and (vi) any other chemicals, materials or substances, exposure to
which is prohibited, limited or regulated by any Environmental Laws.
2.10 Title. Sellers have delivered at their own expense for all Owned Real Property (i)
preliminary title reports issued by Chicago Title Insurance Company (the “Title Commitments”)
and (ii) copies of or access to all material underlying title documents listed on the Title
Commitments.
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2.11

Certain Other Representations with Respect to the Hospitals.

(a)
Except as set forth in Schedule 2.11, all Licenses which are material and
necessary to the operation of the Hospital by SFMC are valid and in good standing and SFMC is
in compliance with the terms and conditions of all such Licenses in all material respects, in each
case except where the failure to be valid and in good standing or in compliance would not have a
Material Adverse Effect on the Assets. Except as set forth in Schedule 2.11, as of the Closing Date,
SFMC will have all material Licenses required under Legal Requirements to operate the Hospital
as presently operated by SFMC, except where the failure to have any such License would not have
a Material Adverse Effect on the Assets. To the knowledge of Sellers, no loss of any License is
pending or threatened.
(b)
SFMC is certified for participation in the Medicare, Medi-Cal and
TRICARE programs and any other federal or state health care reimbursement programs in which
SFMC participates, and has current and valid provider agreements with each such program, except
where the failure to be so certified or have such provider agreements would not have a Material
Adverse Effect.
(c)
SFMC has not been excluded from Medicare, Medi-Cal or any federal or
state health care reimbursement program, and, to the knowledge of Sellers, there is no pending or
threatened exclusion action by a governmental authority against SFMC.
2.12

Financial Statements.

(a)
Sellers have provided to Purchaser: (i) the unaudited balance sheets of the
Sellers as of June 30, 2018; (ii) unaudited income statements of the Sellers for the twelve-month
periods ended June 30, 2018; (iii) the audited consolidated income statements of Sellers for the
years ended 2016 and 2017; and (iv) the unaudited consolidated balance sheet of Sellers as of June
30, 2018 (collectively, the “Historical Financial Statements”).
(b)
the income statements contained in the Historical Financial Statements
present, fairly in all material respects the results of the operations of the Sellers as of and for the
periods covered therein and the balance sheets contained in the Historical Financial Statements (i)
are true, complete and correct in all material respects; (ii) present, fairly in all material respects the
financial condition of the Sellers as of the dates indicated thereon; and (iii) to the extent prepared
by an independent certified public accounting firm, have been prepared in accordance with
generally accepted accounting principles consistently applied throughout the periods covered,
except as disclosed therein.
2.13 Legal Proceedings. Except as set forth on Schedule 2.13, and except for any and all
cases and/or pleadings filed or to be filed in the Bankruptcy Court, which shall be available through
Sellers’ claims and noticing agent’s website at http://www.kccllc.com/VERITYHEALTH/, to the
knowledge of Sellers, there are no material claims, proceedings or investigations pending or
threatened with respect to the ownership of the Assets or the operation of the Hospital or the
Hospital by Sellers before any governmental authority. Except as set forth on Schedule 2.13, and
other than any action or proceeding brought in the Bankruptcy Court, to the knowledge of Sellers,
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Sellers are not subject to any government order with respect to the ownership or operation by
SFMC of the Hospital and SFMC is in substantial compliance with respect to any such government
order.
2.14 Employee Benefits. Sellers have provided Purchaser with a list of (i) each pension,
profit sharing, bonus, deferred compensation, or other retirement plan or arrangement of Seller
with respect to the operation of the Hospital, whether oral or written, which constitutes an
“employee pension benefit plan” as defined in Section 3(2) of ERISA, (ii) each medical, health,
disability, insurance or other plan or arrangement of Seller with respect to the operation of the
Hospital, whether oral or written, which constitutes an “employee welfare benefit plan” as defined
in Section 3(1) of ERISA, and (iii) each other employee benefit or perquisite provided by Seller
with respect to the operation of the Hospital, in which any employee of Seller participates in his/her
capacity as such (collectively, the “Seller Plans”).
2.15 Personnel. Sellers have provided Purchaser with a complete list (as of the date set
forth therein) of names, positions and current annual salaries or wage rates and scheduled bonus,
and the accrued paid time off pay of all employees of Sellers (including employees of the Hospital
and employees of VHS and Verity Holdings) immediately prior to March 31, 2020, whether such
employees are full time employees, part-time employees, on short-term or long-term disability or
on leave of absence pursuant to Sellers’s policies, the Family and Medical Leave Act of 1993 or
other similar Legal Requirements (the “Hospital Employees”) and indicating whether the Hospital
Employee is full- time or part-time. Sellers shall provide an updated list to Purchaser no later than
five (5) Business Days before the date scheduled for the Closing.
2.16 Insurance. Sellers have provided Purchaser with a list of all material insurance
maintained by Sellers with respect to the Assets, as of the Signing Date.
2.17 Receivables. To the knowledge of Sellers, all Receivables included in the Assets at
Closing result from the bona fide provision of products or services in the ordinary course of
business. All proceeds of Sellers’ Receivables are currently deposited, either electronically or
manually, into those bank accounts provided to Purchaser in Seller’s electronic data room.
2.18 Payor Contracts. To the knowledge of Sellers, and subject to Section 365 of the
Bankruptcy Code, Sellers have provided Purchaser with a complete list of all written contracts
with private third-party payors including insurance companies and HMOs. Sellers have provided
Purchaser with a true and correct copy of all material Payor Contracts.
2.19 Excluded Individuals. Except as set forth on Schedule 2.19, to the knowledge of
Sellers: neither Sellers, Hospital nor any director, officer or employee of Sellers or Hospital (a)
was, is or is proposed to be, suspended, excluded from participation in, or sanctioned under, any
federal or state health care program (including, without limitation, Medicare and Medicaid) (an
“Excluded Individual”); (b) has been convicted of any criminal offense related to the delivery of
any medical or health care services or supplies, or related to the neglect or abuse of patients; (c)
has failed to maintain its current License to provide the services required to be provided by it to or
on behalf of Sellers and Hospital; or (d) is unable to obtain or maintain liability insurance
consistent with commercially reasonable industry practices.
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2.20 Seller Knowledge. References in this Agreement to “Sellers’ knowledge” or “the
knowledge of Sellers” means the actual knowledge of the Chief Executive Officer and Chief
Financial Officer of the applicable Seller, without independent research. No constructive or
imputed knowledge shall be attributed to any such individual by virtue of any position held,
relationship to any other Person or for any other reason.
ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF PURCHASER
As an inducement to Sellers to enter into this Agreement and to consummate the
transactions contemplated by this Agreement, Purchaser hereby represents and warrants to Sellers
as to the following matters as of the Signing Date and as of the Closing Date:
3.1
Authorization. Purchaser has full power and authority to enter into this Agreement
and has full power and authority to perform its obligations hereunder and to carry out the
transactions contemplated hereby. No additional internal consents are required in order for
Purchaser to perform its obligations and agreements hereunder.
3.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Purchaser and, assuming due and valid execution by Sellers, this Agreement
constitutes a valid and binding obligation of Purchaser enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect, and (b) limitations on the
enforcement of equitable remedies.
3.3
Organization and Good Standing. Purchaser is a corporation duly organized,
validly existing and in good standing under the laws of the State of California, is or will be duly
authorized to transact business in the State of California, and has full power and authority to own,
operate and lease its properties and to carry on its business as now conducted.
3.4
No Violation. Except as set forth in Schedule 3.4, neither the execution and
delivery by Purchaser of this Agreement nor the consummation of the transactions contemplated
hereby nor compliance with any of the material provisions hereof by Purchaser will (a) violate,
conflict with or result in a breach of any material provision of the Articles of Incorporation, Bylaws
or other organizational documents of Purchaser or any contract, lease or other instrument by which
Purchaser is bound; (b) require any approval or consent of, or filing with, any governmental agency
or authority, (c) violate any law, rule, regulation, or ordinance to which Purchaser is or may be
subject, or (d) violate any judgment, order or decree of any court or other governmental agency or
authority to which Purchaser is subject.
3.5
Brokers and Finders. Neither Purchaser nor any affiliate thereof nor any officer or
director thereof has engaged any finder or broker in connection with the transactions contemplated
hereunder.
3.6
Representations of Sellers. Purchaser acknowledges that it is purchasing the Assets
on an “AS IS, WHERE IS” basis (as more particularly described in Section 1.12), and that
Purchaser is not relying on any covenant, representation, warranty (expressed or implied, oral or
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otherwise) made by or on behalf of Sellers, or any other provision of this Agreement, in entering
into and performing under this Agreement. Purchaser further acknowledges that Sellers are not
making any covenants, representations or warranties herein relating to the Assets or the operation
of the Hospital on or after the Effective Time.
3.7
Legal Proceedings. Except as described on Schedule 3.7, there are no claims,
proceedings or investigations pending or, to the best knowledge of Purchaser, threatened relating
to or affecting Purchaser or any affiliate of Purchaser before any court or governmental body
(whether judicial, executive or administrative) in which an adverse determination would adversely
affect Purchaser’s ability to consummate the transactions contemplated hereby. Neither Purchaser
nor any affiliate of Purchaser is subject to any judgment, order, decree or other governmental
restriction specifically (as distinct from generically) applicable to Purchaser or any affiliate of
Purchaser which would adversely affect Purchaser’s ability to consummate the transactions
contemplated hereby.
3.8
No Knowledge of Sellers’ Breach. Neither Purchaser nor any of its affiliates has
knowledge of any breach of any covenant, representation or warranty by Sellers or of any condition
or circumstance that would give Purchaser a right to terminate this Agreement pursuant to Section
9.1(c). If information comes to Purchaser’s attention on or before the Closing Date (whether
through Sellers or otherwise and whether before or after the Signing Date) which indicates that
Sellers have breached any of their covenants, representations, warranties or any other provision or
condition under this Agreement, then the effect shall be as if the covenants, representations and
warranties or any other provision or condition of this Agreement had been modified in accordance
with the actual state of facts existing prior to the Effective Time such that there will be no breach
under Sellers’ covenants, representations and warranties or any other provision or condition of this
Agreement in relation to such information; provided, further, that Purchaser must immediately
notify Sellers if any such breach comes to its attention on or before the Closing Date, and
Purchaser’s failure to so notify Sellers shall constitute a waiver by Purchaser of Sellers’ breach, if
any, of this Agreement or any ancillary agreements entered into pursuant to this Agreement. Upon
written request of Sellers, Purchaser shall promptly confirm and remake this representation in
writing.
3.9
Ability to Perform. Purchaser has the ability to obtain funds and at the Closing
shall have cash in amounts necessary to consummate the transactions contemplated by this
Agreement by means of cash, credit facilities or otherwise. Upon the earlier of ten (10) days after
satisfaction of Section 8.3 or five (5) days prior to the Closing Date, Purchaser shall have delivered
to Sellers true, correct and complete copies of (i) executed commitment letter(s) from one or more
banks or other lending institutions or sources (the “Debt Commitment Letter”), pursuant to
which, and subject to the terms and conditions thereof, the lender parties thereto have committed
to lend the amounts set forth therein to Purchaser for the purpose of funding the transactions
contemplated by this Agreement and (ii) any executed equity commitment letter(s) (the “Equity
Commitment Letter” and, together with the Debt Commitment Letter, the “Financing
Commitments”). The Financing Commitments provide sufficient funds to consummate the
transactions contemplated by this Agreement.
3.10 Investigation. Purchaser has been afforded reasonable access to, and has been
provided adequate time to review, the books, records, information, operations, facilities and
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personnel of Sellers and the Hospital for purposes of conducting a due diligence investigation of
Sellers and the Hospital. Purchaser has conducted a reasonable due diligence investigation of
Sellers and the Hospital and has received satisfactory answers to all inquiries it has made
respecting Sellers and the Hospital and has received all information it considers necessary to make
an informed business evaluation of Sellers and the Hospital. In connection with its due diligence
investigation of Sellers and the Hospital, Purchaser has not relied upon any books, records,
information, operations, facilities and personnel provided by Sellers, including in making its
determination to enter into this Agreement and/or consummate the transactions contemplated
hereby. Purchaser has completed all of its due diligence of Sellers and the Hospital and this
Agreement is not subject to any further due diligence of Sellers and the Hospital by Purchaser.
3.11 Purchaser Knowledge. References in this Agreement to “Purchaser’s knowledge”
or “the knowledge of Purchaser” means the actual knowledge of the Chief Executive Officer and
Chief Financial Officer of Purchaser, without independent research. No constructive or imputed
knowledge shall be attributed to any such individual by virtue of any position held, relationship to
any other Person or for any other reason.
ARTICLE 4
COVENANTS OF SELLERS
4.1

Access and Information; Inspections.

(a)
From the Signing Date through the Effective Time, (a) Sellers shall afford
to the officers and agents of Purchaser (which shall include accountants, attorneys, bankers and
other consultants and authorized agents of Purchaser) reasonable access during normal business
hours at Sellers’ corporate headquarters in Los Angeles, California to, and the right to inspect, the
books, accounts, records and all other relevant documents and information with respect to the
assets, liabilities and business of the Hospital and the plant and property of the Hospital at the
Hospital and (b) Sellers shall furnish Purchaser with such additional financial and operating data
and other information in Sellers’ possession as to the businesses and properties of the Hospital as
Purchaser or its representatives may from time to time reasonably request; provided, however, that
Sellers are not obligated to disclose information which is proprietary to Sellers and would not be
essential to the ongoing operation of the Hospital by Purchaser; provided, further, that all
disclosures of information shall be consistent with the confidentiality agreements and any other
non-disclosure agreements entered into (or to be entered into) among Purchaser, its representatives
and Sellers or their representatives. Purchaser’s right of access and inspection shall be exercised
in such a manner as not to interfere unreasonably with the operations of Sellers or the Hospital.
(b)
Notwithstanding anything contained herein, Sellers shall not be required to
provide Purchaser or its representatives or agents access to or disclose information where such
access or disclosure would violate the rights of its patients, jeopardize the attorney-client or similar
privilege with respect to such information or contravene any law, judgment, fiduciary duty or
contract entered into prior to or on the date of this Agreement with respect to such information.
4.2

Cooperation.
(a)

The Parties shall reasonably cooperate with each other and their respective
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authorized representatives and attorneys in: (a) all efforts to obtain all consents, approvals,
authorizations, clearances and licenses required to carry out the transactions contemplated by this
Agreement (including, without limitation, those of governmental and regulatory authorities), (b)
the preparation of any document or other material which may be required by any governmental
agency as a predicate to or result of the transactions contemplated in this Agreement, and (c)
Purchaser’s efforts to effectuate the assignment of Assigned Contracts to Purchaser as of the
Closing Date.
(b)
Except as may be otherwise requested by Sellers in order to comply with
applicable law or regulatory guidance, notwithstanding anything contained herein, other than
Bankruptcy Court orders and authorizations, it shall be Purchaser’s sole responsibility (including
payment of any fees, expenses, filing costs or other amounts) to obtain the Contract and Lease
Consents, as well as all governmental consents, approvals, assignments, authorizations, clearances
and licenses required to (x) carry out the transactions contemplated by this Agreement and/or (y)
transfer any of the Assets, including any Licenses, Transferred Managed Care Agreements and/or
Transferred Private Payor Agreements, not including the application required to be submitted to
the California Attorney General and the transfer of the Medicare Provider Agreement and the
Medi-Cal Provider Agreement, which are dealt with in Sections 5.8(c) and 4.5 hereto respectively.
Upon request, Sellers shall provide Seller-specific information that may be needed by Purchaser
to obtain such Contract and Lease Consents and such governmental consents, approvals,
assignments, authorizations, clearances and licenses.
(c)
Notwithstanding any provision to the contrary contained in this Agreement,
Sellers shall not be obligated to obtain the approval or consent to the assignment, to Purchaser, of
any Assigned Contracts or Assigned Leases, from any party to any of the Assigned Contracts or
Assigned Leases even if any such contract or lease states that it is not assignable without such
party’s consent.
4.3
Sellers’ Efforts to Close. Sellers shall use their reasonable commercial efforts to
satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to their or
Purchaser’s obligations under this Agreement to the extent that Sellers’ action or inaction can
control or materially influence the satisfaction of such conditions; provided, however, that Sellers
shall not be required to pay or commit to pay any amount to (or incur any obligation in favor of)
any person (other than any filing or application fees to the extent Sellers are responsible therefor
under this Agreement).
4.4
Termination Cost Reports. Sellers shall file all Medicare, Medi-Cal and any other
termination cost reports required to be filed as a result of the consummation of (a) the transfer of
the Assets to Purchaser and (b) the transactions contemplated by this Agreement, provided that
Purchaser shall fund reasonable costs and expenses of preparation, filing and audit of such reports.
Purchaser shall permit Sellers access to all Hospital books and records to prepare such reports and
shall assist Sellers in the process of preparing, filing, and reviewing the termination cost reports.
All such termination cost reports shall be filed by Sellers in a manner that is consistent with current
laws, rules and regulations. Sellers shall be responsible for filing governmental cost reports for all
periods through the day immediately preceding the Licensure Date. Purchaser shall be responsible
for their own cost report filings relating to the Hospital beginning on the Licensure Date.
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4.5
Medicare and Medi-Cal Enrollment. Sellers shall make commercially reasonable
efforts to expeditiously enter into settlement agreements with the Centers for Medicare and
Medicaid Services (“CMS”), with respect to the Medicare Provider Agreement, and the California
Department of Health Care Services (“DHCS”), with respect to the Medi-Cal Provider Agreement
or, alternatively, obtain Bankruptcy Court rulings and Final Orders that the Medicare Provider
Agreement and/or the Medi-Cal Provider Agreement may be transferred without the consent of
CMS or DHCS, as applicable, free and clear of Encumbrances and Excluded Liabilities and
without successor liability, to enable such agreements to be assigned to Purchaser. Between the
Closing Date and the Licensure Date, Purchaser may bill and collect for patient services under
Seller’s health plan agreements, pursuant to the terms of the IMA and Leaseback Agreement.
4.6
Transferred Private Payor Agreements. For purposes of this Section 4.6, the
following terms shall have the meanings set forth herein: (a) “Payor” means the non-debtor
counter-party to a Transferred Private Payor Agreement; (b) “Overpayment” means an
overpayment made by a Payor to SFMC on account of a Contracted Payment; (c) “Contracted
Payment” means the contractual reimbursement due from a Payor to SFMC under a Transferred
Private Payor Agreement for covered services rendered by Hospital under such agreement with a
date of service on or prior to the Effective Time. Purchaser agrees that, as a condition to the
assignment of any Transferred Private Payor Agreement on the Licensure Date, it shall honor any
defenses to the payment of, and shall permit recoupment against, an Account Receivable due from
Payor to Purchaser based on an Overpayment under such agreement, provided that, the
determination and allowance of any Overpayment shall remain subject to the terms and conditions
of the relevant Transferred Private Payor Agreement. Without limiting the scope of the foregoing
sentence, Purchaser acknowledges and agrees that (a) the Sale Order shall authorize a Payor to
continue to exercise its defenses to the payment to Purchaser of an Account Receivable based on
an Overpayment, and (b) Overpayments do not constitute Cure Costs under this Agreement. This
Section 4.6 shall satisfy the requirements under Sections 365(b) and (f) of the Bankruptcy Code.
Following the Licensure Date, pursuant to Section 365(k) of the Bankruptcy Code, the SFMC shall
be relieved and released from any obligation to any Payor on account of any Overpayment or
otherwise.
4.7
Hospital Operations. From the date of the Sale Order until the Closing, Sellers
shall, with respect to the operation of the Hospital, use commercially reasonable efforts (in each
case subject to actions relating to and impacts arising from the SARS-CoV-2 virus or mutations
therefrom or in connection with the disease COVID-19) to:
(a)
without regard to negative financial impacts or any Material Adverse Effect,
carry on Sellers’ operation of the Hospital consistent with past practice, but subject to the
Bankruptcy Cases and Sellers’ obligations and actions in connection therewith;
(b)
without regard to Material Adverse Effect, maintain in effect the insurance
coverages with respect to the Assets;
(c)
without regard to Material Adverse Effect, perform Sellers’ material
obligations under all Assigned Contracts with respect to the Assets in compliance with the
Bankruptcy Code;
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(d)
with respect to material deficiencies, if any, cited by any governmental
authority or accreditation body in the most recent surveys conducted by each, develop and
implement a plan of correction (without regard to Material Adverse Effect) that is reasonably
acceptable to such governmental authority or such accreditation body, but excluding any
deficiencies cited (i) by the Attorney General or (ii) with respect to seismic or OSHPD-related
requirements; provided, however, that Sellers may appeal any material deficiency citations under
applicable laws if a plan of correction is not accepted by the applicable governmental authority or
accreditation body which appeal shall satisfy Sellers obligations under this subsection;
(e)
following entry of the Sale Order, permit and allow reasonable access by
Purchaser and its representatives to make offers of post-Closing employment to any of Sellers’
personnel and to establish relationships with physicians, medical staff and others having business
relations with Sellers, provided, that any written materials shall be approved by Sellers prior to
being sent, and provided further that such actions by Purchaser do not unreasonably interfere with
Sellers’ operation of the Hospital;
(f)
timely file or cause to be filed all material reports, notices and tax returns
required to be filed and pay all required taxes as they come due, unless such failure would not have
a Material Adverse Effect; and
(g)
without regard to Material Adverse Effect, maintain all existing material
approvals, permits and environmental permits relating to the Hospital.
4.8
Interim Collections. Purchaser may bill and collect for patient services rendered
by Hospital between the Closing Date and the Licensure Date under Seller’s Private Payor
Agreements and Transferred Managed Care Agreements, pursuant to the terms of the IMA and
Leaseback Agreement.
4.9

Contract With Unions.

(a)
Promptly following the Signing Date, representatives of Sellers who are
parties to St. Francis related collective bargaining agreements and of the Purchaser, respectively,
shall meet and confer from time to time as reasonably requested by either Party to discuss strategic
business options including terms contained under all operative collective bargaining agreements.
The applicable Sellers and Purchaser shall each participate in all negotiations related to the
potential modification and assignment of specific Seller’s collective bargaining agreements to
Purchaser. The applicable Sellers shall use commercially reasonable efforts to initiate discussions
with Purchaser and unions and conduct discussions to renegotiate each collective bargaining
agreement currently in effect with each applicable union. The applicable Sellers will not
unreasonably withhold, condition or delay Bankruptcy Court approval of any successfully
renegotiated collective bargaining agreement. The Parties recognize that Seller’s failure to
conclude a successor collective bargaining agreement shall not be a breach of Sellers’ obligation
under this Agreement or otherwise excuse Purchaser’s obligations under this Agreement.
(b)
On or before the date that is thirty (30) days after the Sale Order Date, the
negotiations pursuant to Section 4.9(a) shall have resulted in each, such labor unions, agreeing to
either (i) either modification of the St. Francis related collective bargaining agreements under
26
US_Active\114483166\V-6

terms that are to be substantially consistent with the Purchaser’s existing and most current
collective bargaining agreements with each such respective labor union, and that settle all
liabilities under the existing Seller collective bargaining agreements that shall be assigned to
Purchaser, provided that there are shall be no cure obligations to the Sellers or (ii) enter into new
collective bargaining agreements that are substantially consistent with the Purchaser’s existing
collective bargaining agreements with each such respective labor union; provided, that if Purchaser
and each labor union have not entered into such agreements described in (i) or (ii) above, or have
entered into an agreement under (ii), then Sellers shall have the absolute right to file or take any
other action to reject and terminate any such collective bargaining agreement and, in such event,
the Bankruptcy Court shall have entered an order granting Sellers’ requested rejection of such
collective bargaining agreement prior to the Closing Date.
4.10 Consulting Services. Subject to compliance with applicable Legal Requirements
and after entry of the Sale Order if the Purchaser is the Prevailing Bidder:
(a)
Purchaser shall provide consulting services to the Hospital for the period
prior to the Closing Date;
(b)
the consulting services provided by Purchaser may include, but not be
limited to, reviewing and advising SFMC regarding accounting and financial records, contracting,
billing and collection activities, compliance with law, any of the plans or actions proposed in the
following sentence, and other functions;
(c)
Sellers shall consider and implement any mutually reasonably agreed upon
plans and actions proposed by Purchaser to (a) assist the Hospital in meeting any seismic
compliance deadlines, (b) stabilize and improve the operations of the Hospital or (c) develop and
implement turnaround plans for the long-term viability of the Hospital; and
(d)
Purchaser shall have reasonable access to the business office and records of
the Hospital, which shall include reasonable access to the Hospital’s chief executive officer, chief
financial officer, chief operations officer or other equivalent personnel of the Hospital reasonably
necessary for Purchaser to perform the aforementioned consulting services.
Notwithstanding the foregoing, VHS, SFMC and their boards of directors shall at all times retain
ultimate control and governance over the assets and operation of the Hospital. Neither VHS nor
SFMC shall delegate to Purchaser any of the powers, duties and responsibilities required to own
or operate the Hospital or those that are retained by VHS and/or SFMC under law (including all
certificates and licenses issued under authority of law for ownership or operation of the Hospital).
For the period of time during which such consulting services are provided, Hospital and VHS shall
have the non-exclusive, royalty-free, unlimited license to use any implemented Purchaser-owned
intellectual property. Purchaser shall not charge Sellers any consulting fee for providing the
services described in this Section 4.11.
4.11 Cure Costs. On or about the Closing Date, Sellers (from the proceeds of the
Purchase Price) shall pay an amount equal to the Cure Costs to each counter party to an Assigned
Contract and Assigned Lease so that each such Assigned Contract and Assigned Lease may be
assumed by Sellers and assigned to Purchaser in accordance with the provisions of Section 365 of
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the Bankruptcy Code. For purposes of this Agreement, “Cure Costs”, means all amounts that
must be paid and all obligations that otherwise must be satisfied, including pursuant to Sections
365(b)(1)(A) and (B) of the Bankruptcy Code in connection with the assumption and/or
assignment of the Assigned Contracts and Assigned Leases to Purchaser as provided herein.
ARTICLE 5
COVENANTS OF PURCHASER
5.1
Purchaser’s Efforts to Close. Purchaser shall use its reasonable commercial efforts
to satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to its or Sellers’
obligations under this Agreement to the extent that Purchaser’s action or inaction can control or
materially influence the satisfaction of such conditions.
5.2
Consents. Purchaser shall be entitled, but not obligated, to seek to obtain the
Contract and Lease Consents. Purchaser shall be entitled, but not obligated, to solicit and seek to
obtain estoppel certificates from any third party to any Leased Real Property. Purchaser’s failure
to obtain any or all of the Contract and Lease Consents or estoppel certificates as of the Closing
Date shall not be a condition precedent to either Party’s obligation to consummate the Closing and
perform all transactions contemplated by this Agreement.
5.3

Certain Employee Matters.

(a)
Purchaser agrees to make offers of employment, effective as of the Effective
Time, to substantially all persons (whether such persons are full time employees, part-time
employees, on short-term or long-term disability or on leave of absence, military leave or workers
compensation leave) who, immediately prior to the Effective Time are: (i) employees of SFMC;
or (ii) employed by another Seller or affiliate and are listed on Schedule 5.3 (collectively, the
“Hospital Employees”). For the avoidance of doubt, the Hospital Employees shall not include
any employees of VHS or any other affiliate of Sellers unless such individual is listed on Schedule
5.3. Any of the Hospital Employees who accept an offer of employment with Purchaser as of or
after the Effective Time shall be referred to in this Agreement as the “Hired Employees.” All
employees who are Hired Employees shall cease to be employees of Sellers or its affiliates as of
the Closing Date.
(b)
After the Closing Date, Purchaser’s human resources department will give
reasonable assistance to Sellers and their affiliates with respect to Sellers’ and Sellers’ affiliates’
post-Closing administration of Sellers’ and Sellers’ affiliates’ pre-Closing employee benefit plans
for the Hospital Employees. Within five (5) days after the Closing Date, Purchaser shall provide
to Sellers a list of all the Hospital Employees who were offered employment by Purchaser but
refused such employment along with a list of all Hired Employees (which such list Purchaser shall
periodically update).
(c)
With respect to any collective bargaining agreements or labor contract with
respect to any union employees, Purchaser shall comply with the applicable laws, or to the extent
applicable, Bankruptcy Court orders relating to collective bargaining agreements or labor
contracts.
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(d)
The provisions of this Section 5.3 are solely for the benefit of the Parties,
and no employee or former employee or any other individual associated therewith or any employee
benefit plan or trustee thereof shall be regarded for any purpose as a third party beneficiary of this
Agreement, and nothing herein shall be construed as an amendment to any employee benefit plan
for any purpose.
5.4
Waiver of Bulk Sales Law Compliance. Purchaser hereby waives compliance by
Sellers with the requirements, if any, of Article 6 of the Uniform Commercial Code as in force in
any state in which the Assets are located and all other laws applicable to bulk sales and transfers.
5.5
Conduct Pending Closing. Prior to consummation of the transactions contemplated
hereby or the termination or expiration of this Agreement pursuant to its terms, unless Sellers shall
otherwise consent in writing, Purchaser shall not take any action or fail or omit to take any action
which would cause any of Purchaser’s representations and warranties set forth in ARTICLE 4 to
be inaccurate or untrue during the term of this Agreement and as of the Closing.
5.6
Resale Certificate. Purchaser agrees to furnish to Sellers any resale certificate or
certificates or other similar documents reasonably requested by Sellers to comply with or obtain
an exemption from pertinent excise, sales and use tax laws.
5.7
Operating Covenant. Purchaser shall act in good faith in fulfilling its obligations
under this Agreement.
5.8

Governmental Approvals.

(a)
Best Efforts. Purchaser (a) shall use its best efforts to secure, as promptly
as possible after the Signing Date, all consents, approvals (or exemptions therefrom),
authorizations, clearances and licenses required to be obtained from governmental and regulatory
authorities in order to carry out the transactions contemplated by this Agreement and to cause all
of its covenants and agreements to be performed, satisfied and fulfilled, and (b) will provide such
other information and communications to governmental and regulatory authorities as Sellers or
such authorities may reasonably request. Purchaser is responsible for all filings with and requests
to governmental authorities necessary to enable Purchaser to operate the Hospital at and after the
Licensure Date. Purchaser acknowledges that Sellers may independently contact governmental
and regulatory authorities as part of this process.
(b)
Change of Ownership Applications. Purchaser shall, promptly, but no later
than ten (10) business days after the entry of the Sale Order, or sooner if required by applicable
governmental or regulatory authorities, file all applications, licensing packages and other
documents with all applicable governmental and regulatory authorities which are necessary for the
operation of a hospital and the consummation of the transactions hereunder, including the hospital
license change of ownership application with CDPH, the hospital pharmacy change of ownership
application with the BOP, and the Medicare and Medi-Cal change-of-ownership applications.
(c)
Attorney General Application. Purchaser and Sellers shall, promptly, but
no later than five (5) business days after the date of the Sale Order, file with the California Attorney
General (the “Attorney General”), the application and report forms required for the transactions
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contemplated hereby and any supplemental information that may be reasonably requested in
connection therewith pursuant to Title 11, Division 1, Chapter 15, Section 999.5 of the California
Code of Regulations (“Section 999.5”), which application and report forms and supplemental
information will comply in all material respects with the requirements of such regulations and shall
state that Purchaser agrees to close the transactions contemplated by this Agreement so long as
any conditions imposed by the Attorney General are not materially more burdensome than the
conditions attached hereto as Exhibit 5.8(c) (the “Accepted Conditions”). Purchaser shall pay all
fees (including, without limitation, attorneys’ fees) required of Purchaser or Sellers with respect
to the preparation and submission of the application, hearings, expert reports, Attorney General
attorney review time, reports and other requirements of the Attorney General under Section 999.5.
Each of Purchaser and Sellers shall furnish to the other such information and assistance as the
other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, the Attorney General, and each of Purchaser and Sellers shall keep the other
promptly apprised of any communications with, and inquires or requests for information from, the
Attorney General. Purchaser shall take such action as may be required by the Attorney General in
order to resolve with the minimum practicable delay any objections the Attorney General may
have to the transactions contemplated by this Agreement under Section 999.5. For any late
submission of the Attorney General application, at Seller’s election, either the Purchase Price shall
be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.
(d)
HSR Filing. Purchaser and Sellers shall, promptly, but no later than five (5)
business days after the date of the Sale Order, file with the Federal Trade Commission and the
Department of Justice the notification and report forms required for the transactions contemplated
hereby and any supplemental information that may be reasonably requested in connection
therewith pursuant to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the
“HSR Act”), which notification and report forms and supplemental information will comply in all
material respects with the requirements of the HSR Act. Purchaser shall pay all filing fees required
of Purchaser or Sellers with respect to the notification, report and other requirements of the HSR
Act. Each of Purchaser and Sellers shall furnish to the other such information and assistance as
the other shall reasonably requires in connection with the preparation and submission to, or agency
proceedings by, any governmental authority under the HSR Act, and each of Purchaser and Sellers
shall keep the other promptly apprised of any communications with, and inquires or requests for
information from, such governmental authorities. Purchaser shall take such action (including
divestitures or hold separate arrangements) as may be required by any governmental authority in
order to resolve with the minimum practicable delay any objections such governmental authorities
may have to the transactions contemplated by this Agreement under the HSR Act. For any late
submission of the application under the HSR Act, at Seller’s election, either the Purchase Price
shall be increased by an amount equal to One Thousand Dollars ($1,000) per day or Sellers may
terminate this Agreement.
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ARTICLE 6
BANKRUPTCY COURT APPROVAL
6.1

Bankruptcy Court Approval.

(a)
Sellers and Purchaser acknowledge that this Agreement has been solicited
in conformity with the Bidding Procedures approved by the Bankruptcy Court on February 26,
2020 [Docket No. 4165] (the “Bid Procedures Order”), and that the sale of the Assets and the
assignment of the Assigned Contracts and Assigned Leases remain subject to Bankruptcy Court
approval. Purchaser further acknowledges that this Agreement and the transactions contemplated
hereby are subject to Sellers’ right and ability to consider higher or better competing bids with
respect to the Assets subject to the terms of the Bid Procedures Order. Pursuant to the Bid
Procedures Order, Purchaser shall, if its bid is determined to be the second highest bid, serve as a
back-up bidder (the “Back-up Bidder”) and, subject to the provisions of the Bid Procedures Order
with respect to the retention of the Deposit, keep Purchaser’s bid to consummate the transactions
contemplated by this Agreement on the terms and conditions set forth in this Agreement (as the
same may be modified with the written consent of Purchaser in any auction under the Bid
Procedures Order) open and irrevocable until the earlier of (i) (a) 5:00 p.m. pacific time on the
date which is thirty (30) days after the entry by the Bankruptcy Court of the Sale Order; or (b) 5:00
p.m. pacific time on May 31, 2020 (the “Outside Back-up Date”), or (ii) the date of closing of an
alternative transaction with the bidder who prevails at the auction (the “Prevailing Bidder”).
Following the entry of the Sale Order and prior to the Outside Back-up Date, if the Prevailing
Bidder breaches or fails to perform its obligations under the terms and conditions of its respective
transaction documents and Sellers terminate such agreement with the Prevailing Bidder, the Backup Bidder will be deemed to have the new prevailing bid, and the Bankruptcy Court order
approving the sale to the Prevailing Bidder shall provide that Sellers will be authorized, without
further order of the Bankruptcy Court, to consummate the transactions contemplated by this
Agreement on the terms and conditions set forth in this Agreement (as the same may be modified
with the written consent of Purchaser in the auction) with the Back-up Bidder.
(b)
Purchaser further acknowledges that this Agreement is subject to
termination, up to the time of entry of the Sale Order, except to the extent otherwise provided in
the Bid Procedures Order, in the event Sellers in the reasonable exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ Assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code.
(c)
Sellers shall, at any hearing to consider approval of this Agreement (the
“Sale Hearing”), exercise reasonable efforts to expeditiously obtain a “Sale Order” approving this
Agreement subject to the reasonable exercise of their fiduciary duties to consider and accept a
higher and better offer for Sellers’ assets in accordance with the Bankruptcy Code and this
Agreement. For purposes of this Agreement, the term “Sale Order” shall mean an order of the
Bankruptcy Court in form and substance reasonably acceptable to Purchaser, authorizing the sale
of the Assets pursuant to Section 363(b) of the Bankruptcy Code (including the Sellers’ assumption
and assignment to Purchaser of the Assigned Contracts and Assigned Leases pursuant to Section
365 of the Bankruptcy Code) on the terms and conditions set forth herein, free and clear of all
Encumbrances (other than Permitted Exceptions) and Excluded Liabilities, including, for the
31
US_Active\114483166\V-6

avoidance of doubt, any successor liability, to the maximum extent permitted by the Bankruptcy
Code. For the avoidance of doubt, in the event the Sale Order is not in form and substance
reasonably acceptable to Purchaser, Purchaser may, at its sole election, terminate the transaction
proposed hereby.
(d)
Sellers agree, subject to the reasonable exercise of their fiduciary duties, to
expeditiously seek a Bankruptcy Court determination that Purchaser is a good faith purchaser
within the meaning of Section 363(m) of the Bankruptcy Code and in good faith to file such
declarations and other evidence as may be required to support a determination.
(e)
Sellers shall seek expeditiously an order from the Bankruptcy Court
retaining jurisdiction over all matters relating to claims against Sellers, whether or not arising in
connection with this Agreement, solely in the Bankruptcy Court.
6.2
Appeal of Sale Order. In the event an appeal is taken or a stay pending appeal is
requested from the Sale Order, Sellers shall immediately notify Purchaser of such appeal or stay
request and shall provide to Purchaser promptly a copy of the related notice of appeal or order of
stay. Sellers shall also provide Purchaser with written notice of any motion or application filed in
connection with any appeal from either of such orders. In the event of an appeal of the Sale Order,
Sellers shall be primarily responsible for drafting pleadings and attending hearings as necessary to
defend against the appeal.
6.3
Bidding Procedures. Sellers and Purchaser shall comply with the terms of the Bid
Procedures Order. Sellers shall sign this Agreement as and when permitted pursuant to the Bid
Procedures Order and the Sale Order.
(a) Any Competing Bidder (as defined in the Bid Procedures) must be a Qualified
Bidder (as defined in the Bid Procedures Order) under the conditions set forth in the Bid
Procedures without waiver thereof or extension of any timing or similar conditions. Purchaser is
irrevocably deemed to be a Qualified Bidder.
(b) The Sellers shall provide to Purchaser, immediately upon receipt/determination,
each of the following: (i) notice of the determination of which others have been determined to be
Qualified Bidders, (ii) notice of which bidders have been determined to not have submitted
Qualified Bids, and (iii) provide to Purchaser copies of all bids.
(c) The Sellers shall not provide any information about Purchaser’s bid to any
Competing Bidder until the start of the Auction.
ARTICLE 7
CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS
Sellers’ obligation to sell the Assets and to close the transactions as contemplated by this
Agreement shall be subject to the satisfaction of each of the following conditions on or prior to the
Closing Date unless specifically waived in writing by Sellers in whole or in part at or prior to the
Closing:
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7.1
Signing and Delivery of Instruments. Purchaser shall have executed and delivered
all documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
7.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
7.3
Governmental Submissions. Purchaser shall have submitted the hospital license
change of ownership application to CDPH and the hospital pharmacy change of ownership
application to the BOP.
7.4
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c).
7.5

Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale

Order.
7.6
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
ARTICLE 8
CONDITIONS PRECEDENT TO OBLIGATIONS OF PURCHASER
Purchaser’s obligation to purchase the Assets and to close the transactions contemplated
by this Agreement shall be subject to the satisfaction of each of the following conditions on or
prior to the Closing Date unless specifically waived in writing by Purchaser in whole or in part at
or prior to the Closing.
8.1
Signing and Delivery of Instruments. Sellers shall have executed and delivered all
documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
8.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
8.3
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions which are not
materially more burdensome than those forth in Exhibit 5.8(c). In the event the Attorney General
imposes conditions on the transactions contemplated by this Agreement, or on Purchaser in
connection therewith which are materially more burdensome than the Purchaser Approved
Conditions set forth on Exhibit 5.8(c) (the “Additional Conditions”), Sellers shall file a motion
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with the Bankruptcy Court seeking the entry of an order (“Supplemental Sale Order”) finding
that the Additional Conditions are an “interest in property” for purposes of 11 U.S.C. § 363(f), and
that the Assets can be sold free and clear of the Additional Conditions without the imposition of
any other conditions, which would adversely affect the Purchaser. For purposes of this Section
8.3, Additional Conditions which individually or collectively impose a direct or indirect cost to
Purchaser of Five Million Dollars ($5,000,000), or more, shall be conclusively deemed to be
“materially more burdensome.” If Sellers fail to obtain such Supplemental Sale Order within sixty
(60) days of the Attorney General’s imposition of Additional Conditions, Purchaser (at its sole
discretion) shall be entitled to terminate this Agreement and receive the return of its Deposit or
elect to extend such sixty (60) day period. Upon the entry of such an order from the Bankruptcy
Court, and so long as such order is not stayed, Purchaser shall be required to consummate the
transactions contemplated by this Agreement. If Sellers do not obtain such an order, or such order
does not relieve the Additional Conditions to the satisfaction of Purchaser, Purchaser shall not be
required to consummate the transactions contemplated by this Agreement.
8.4
Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale
Order and made a finding that Purchaser is a “good faith” purchaser, and such order shall not
subject to any stay.
8.5
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
8.6
Medicare and Medi-Cal Provider Agreement. Following consultation with
Purchaser, Sellers shall have obtained agreements with CMS and DHCS or an order from the
Bankruptcy Court that has not been stayed with respect to the transfer of the Medicare Provider
Agreement and/or the Medi-Cal Provider Agreement, such that (a) all liabilities, obligations and
Encumbrances under the Medicare/Medi-Cal Agreements are fully satisfied, discharged, and
released with regard to any claims under the Medicare/Medi-Cal Agreements, whether known or
unknown, that CMS or DHCS has against the Sellers or Purchaser for liabilities and obligations
arising under the Medicare/Medi-Cal Agreements before the Effective Time, and (b) the
Medicare/Medi-Cal Agreements will be transferred to Purchaser as of the Effective Time free and
clear of such pre-Closing liabilities, obligations and Encumbrances; provided, however, that
Purchaser acknowledges and agrees that it may be treated by CMS and DHCS as the successor to
the quality history associated with the relevant Medicare/Medi-Cal Agreements assigned and, for
purposes of survey and certification issues associated with such quality history, Purchaser may be
treated as if it is the relevant Seller and no change of ownership occurred.
8.7
Collective Bargaining Agreements and Labor Contracts. Sellers shall have
satisfied, in all material respects, their obligations set forth in Section 4.9(b). For the avoidance
of doubt, in the event that Purchaser and each labor union has not entered into an agreement
described in Section 4.9(b)(i) or (ii), then material satisfaction of Section 4.9(b) means that Seller
has filed or taken action to reject and terminate any such collective bargaining agreement and that
the Bankruptcy Court has entered an order granting Seller’s requested rejection of such collective
bargaining agreement prior to the Closing Date.
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ARTICLE 9
TERMINATION
9.1

Termination. This Agreement may be terminated at any time prior to Closing:
(a)

by the mutual written consent of the Parties;

(b)
by Sellers if a material breach of this Agreement has been committed by
Purchaser and such breach has not been (i) waived in writing by Sellers or (ii) cured by Purchaser
to the reasonable satisfaction of Sellers within fifteen (15) business days after Sellers provide
Purchaser of a written notice which describes the nature of such breach and acceptable cure
actions; provided, however, Sellers shall not be permitted to terminate this Agreement pursuant to
this Section 9.1(b) if Sellers are also in material breach of this Agreement;
(c)
by Purchaser if Purchaser has complied with Section 3.8 and a material
breach of this Agreement has been committed by Sellers, which material breach has resulted, or
would more likely than not result, in a Material Adverse Effect on the Assets taken as a whole,
and such breach has not been (i) waived in writing by Purchaser or (ii) cured by Sellers to the
reasonable satisfaction of Purchaser within fifteen (15) business days after Purchaser provides
Sellers of a written notice which describes the nature of such breach and acceptable cure actions;
provided, however, Purchaser shall not be permitted to terminate this Agreement pursuant to this
Section 9.1(c) if Purchaser is also in material breach of this Agreement;
(d)
by Purchaser if satisfaction of any condition in ARTICLE 8 is or becomes
impossible and Purchaser has not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Purchaser to comply with its obligations under this Agreement or (ii) Sellers’ failure to
provide their closing deliveries on the Closing Date as a result of Purchaser not being ready, willing
and able to close the transaction on the Closing Date);
(e)
by Sellers if satisfaction of any such condition in ARTICLE 7 is or becomes
impossible and Sellers have not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Sellers to comply with their obligations under this Agreement or (ii) Purchaser’s failure
to provide its closing deliveries on the Closing Date as a result of Sellers not being ready, willing
and able to close the transaction on the Closing Date);
(f)
by either Purchaser or Sellers if the Bankruptcy Court enters an order
dismissing the Bankruptcy Case prior to the sale closing or fails to approve the sale of the Assets
to Purchaser;
(g)
by Sellers in the event Sellers in the exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code;
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(h)
by Purchaser in the event that its Back-Up Bidder status has expired in
accordance with the Bid Procedures Order and/or the terms of this Agreement; and
(i)
by either Purchaser or Sellers if the Closing has not occurred (other than
through the failure of any Party seeking to terminate this Agreement to comply fully with its
obligations under this Agreement) on or before September 1, 2020 (the “Termination Date”);
provided, that the Termination Date shall be extended in the event the conditions set forth in
Section 7.4 and Section 8.3 have not been satisfied (but the conditions to Closing in Article 7 and
Article 8 have otherwise been satisfied other than such conditions that are to be satisfied by
payments and deliveries to be made at the Closing) to the earlier of (A) ten (10) business days after
the satisfaction of the conditions set forth in Section 7.4 and Section 8.3 or (B) December 31, 2020.
9.2
Termination Consequences. If this Agreement is terminated pursuant to Section
9.1: (a) all further obligations of the Parties under this Agreement shall terminate, other than
Purchaser’s right to receive a return on the Deposit in accordance with Section 1.2 and a break-up
fee in accordance with the Bidding Procedures, and provided that the provisions of ARTICLE 11
shall survive, and (b) each Party shall pay the costs and expenses incurred by it in connection with
this Agreement; provided, however, that in the case of any termination based on Section 9.1(b) or
Section 9.1(c), the consequences of such termination shall be determined in accordance with
ARTICLE 11 hereof. Each Party acknowledges that the agreements contained in this Section 9.2
are an integral part of the transactions contemplated by this Agreement, that without these
agreements such Party would not have entered into this Agreement.
9.3
Additional Termination Consequences. In the event that Purchaser is not the
winning bidder as defined in the Bidding Procedures order, Purchaser shall be paid the Stalking
Horse Bidder Protections in accordance with the Bidding Procedures Order.
ARTICLE 10
POST-CLOSING MATTERS
10.1 Excluded Assets. Subject to Section 10.2 hereof, any Excluded Asset (or proceeds
thereof) (a) pursuant to the terms of this Agreement, (b) as otherwise determined by the Parties’
mutual written agreement or (c) absent such agreement, as determined by adjudication by the
Bankruptcy Court, which comes into the possession, custody or control of Purchaser (or its
respective successors-in-interest, assigns or affiliates) shall, within ten (10) business days
following receipt, be transferred, assigned or conveyed by Purchaser (and its respective
successors-in-interest, assigns and affiliates) to Sellers without imposing any charge to Sellers for
Purchaser’s transfer, storage, handling or holding of same on and after the Effective Time.
Purchaser (and its respective successors-in-interest, assigns and affiliates) shall have neither the
right to offset amounts payable to Sellers under this Section 10.1 against, nor the right to contest
its obligation to transfer, assign and convey to Sellers because of, outstanding claims, liabilities or
obligations asserted by Purchaser against Sellers. If Purchaser does not remit any monies included
in the Excluded Assets (or proceeds thereof) to Sellers in accordance with the first sentence of this
Section 10.1, such withheld funds shall bear interest at the Prime Rate in effect on the calendar
day upon which such payment was required to be made to Sellers (the “Excluded Asset Due
Date”) plus five percent (5%) (or the maximum rate allowed by law, whichever is less), such
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interest accruing on each calendar day after the Excluded Asset Due Date until payment of the
Excluded Assets and all interest thereon is made to Sellers.
10.2

Preservation and Access to Records After the Closing.

(a)
From the Licensure Date until seven (7) years after the Licensure Date or
such longer period as required by law (the “Document Retention Period”), Purchaser shall keep
and preserve all medical records, patient records, medical staff records and other books and records
which are among the Assets as of the Effective Time, but excluding any records which are among
the Excluded Assets. Purchaser will afford to the representatives of Sellers, any of their affiliates,
the Official Committee of the Unsecured Creditors of the Sellers, Sellers’ estate representative or
any liquidating trustee of the Sellers’ bankruptcy estate (“Seller Parties”), including their counsel
and accountants, full and complete access to, and copies (including, without limitation, color laser
copies) of, such records with respect to time periods prior to the Licensure Date (including, without
limitation, access to records of patients treated at the Hospital prior to the Licensure Date) during
normal business hours after the Licensure Date, to the extent reasonably needed by any Seller Party
for any lawful purpose. Purchaser acknowledges that, as a result of entering into this Agreement
and operating the Hospital, it will gain access to patient records and other information which are
subject to rules and regulations concerning confidentiality. Purchaser shall abide by any such rules
and regulations relating to the confidential information it acquires. Purchaser shall maintain the
patient and medical staff records at the Hospital in accordance with applicable law and the
requirements of relevant insurance carriers. After the expiration of the Document Retention
Period, if Purchaser intends to destroy or otherwise dispose of any of the documents described in
this Section 10.2(a), Purchaser shall provide written notice to Sellers of Purchaser’s intention no
later than forty-five (45) calendar days prior to the date of such intended destruction or disposal.
Any of the Seller Parties shall have the right, at its sole cost, to take possession of such documents
during such forty-five (45) calendar day period. If any of the Seller Parties do not take possession
of such documents during such forty-five (45) calendar day period, Purchaser shall be free to
destroy or otherwise dispose of such documentation upon the expiration of such forty-five (45)
calendar day period.
(b)
Provided that Purchaser shall not incur any out of pocket costs, Purchaser
shall give full cooperation to the Seller Parties and their insurance carriers in connection with the
administration of Sellers’ estate, including, without limitation, in connection with all claims,
actions, causes of action or audits relating to the Excluded Assets, Excluded Liabilities or preClosing operation of the Sellers or the Hospital that any Seller Party may elect to pursue, dispute
or defend, in respect of events occurring prior to the Licensure Date with respect to the operation
of the Hospital. Such cooperation shall include, without limitation, making the Hired Employees
available for interviews, depositions, hearings and trials and other assistance in connection with
the administration of Sellers’ estate and such cooperation shall also include making all of its
employees available to assist in the securing and giving of evidence and in obtaining the presence
and cooperation of witnesses (all of which shall be done without payment of any fees or expenses
to Purchaser or to such employees. In addition, Sellers and Sellers’ affiliates shall be entitled to
remove from the Hospital originals of any such records, but only for purposes of pending litigation
involving the persons to whom such records refer, as certified in writing prior to removal by
counsel retained by Sellers or any of Sellers’ affiliates in connection with such litigation. Any
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records so removed from the Hospital shall be promptly returned to Purchaser following Sellers’
or its applicable affiliate’s use of such records.
(c)
In connection with (i) the transition of the Hospital pursuant to the
transaction contemplated by this Agreement, (ii) Sellers’ rights to the Excluded Assets, (iii) any
claim, audit, or proceeding, including, without limitation, any tax claim, audit, or proceeding and
(iv) the Sellers’ obligations under the Excluded Liabilities, Purchaser shall after the Effective Time
give Sellers access during normal business hours to Purchaser’s books, personnel, accounts and
records and all other relevant documents and information with respect to the assets, liabilities and
business of the Hospital as representatives of Sellers and Sellers’ affiliates may from time to time
reasonably request, all in such manner as not to unreasonably interfere with the operations of the
Hospital.
(d)
Purchaser and its representatives shall be given access by Sellers during
normal business hours to the extent reasonably needed by Purchaser for business purposes to all
documents, records, correspondence, work papers and other documents retained by Sellers
pertaining to any of the Assets prior to the Effective Time (excluding confidential employee
information, privileged materials and patient records), all in such manner as to not interfere
unreasonably with Sellers. Such documents and other materials shall be, at Sellers’ option, either
(i) copied by Sellers for Purchaser at Purchaser’s expense, or (ii) removed by Purchaser from the
premises, copied by Purchaser and promptly returned to Sellers.
(e)
Purchaser shall comply with, and be solely responsible for, all obligations
under the Standards for Privacy of Individually Identifiable Health Information (45 CFR Parts 160
and 164) promulgated pursuant to the Health Insurance Portability and Accountability Act of 1996
and any and all corresponding California state law requirements with respect to the operation of
the Hospital on and after the Licensure Date.
(f)
Purchaser shall cooperate with Sellers, on a timely basis and as reasonably
requested by Sellers, in connection with the provision of all data of the Hospital and other
information required by Sellers for reporting purposes, including without limitation QAF or DSH
reporting.
(g)
To the maximum extent permitted by law, if any Person requests or
demands, by subpoena or otherwise, any documents relating to the Excluded Liabilities or
Excluded Assets, including without limitation, documents relating to the operations of any of the
Hospital or any of the Hospital’s committees prior to the Licensure Date, prior to any disclosure
of such documents, Purchaser shall notify Sellers and shall provide Sellers with the opportunity to
object to, and otherwise coordinate with respect to, such request or demand.
10.3 Provision of Benefits of Certain Contracts. Notwithstanding anything contained
herein to the contrary, this Agreement shall not constitute an agreement to assign any Assigned
Contract or Assigned Lease, if, notwithstanding the provisions of Sections 363 and 365 of the
Bankruptcy Code, an attempted assignment thereof, without the consent of the third party thereto,
would constitute a breach thereof or in any way negatively affect the rights of Sellers or Purchaser,
as the assignee of such Assigned Contract or Assigned Lease, as the case may be, thereunder. If,
notwithstanding the provisions of Sections 363 and 365 of the Bankruptcy Code, such consent or
38
US_Active\114483166\V-6

approval is required but not obtained, Sellers will cooperate with Purchaser in any reasonable
arrangement designed to both (a) provide Purchaser with the benefits of or under any such
Assigned Contract or Assigned Lease, and (b) cause Purchaser to bear all costs and obligations of
or under any such Assigned Contract or Assigned Lease. Further, notwithstanding anything
contained in this Agreement to the contrary, this Agreement shall not constitute an agreement to
assign any Account Receivable the assignment of which is either prohibited by law or by the terms
of any contract with a payor without the consent of such payor.
10.4 General Cooperation and Turnover Obligations. The Parties shall cooperate to
ensure that any and all payments that constitute “Excluded Assets” shall be paid to and received
by Sellers, with any payments that constitute “Assets” transferred to Purchaser pursuant to Section
1.7 or that otherwise arise from services rendered by Purchaser on or after the Licensure Date be
paid to and received by Purchaser. In this regard, for a period of two (2) years after the Effective
Date (“Turnover Period”), the Parties shall, within ten (10) business days of receipt, copy and
send to the other Party copies (either in hard copy or via electronic file) of all remittance advices
for all deposits to all Lockboxes or other bank accounts for the Receivables, from whatever payor
or source of funds, that are received on and after the Effective Time. In the event that payments
that constitute a transferred Asset are deposited to a bank account of Sellers which is not
automatically swept or transferred to Purchaser, then Sellers, within ten (10) days of notice of the
receipt of such payments shall turnover and pay Purchaser said funds. In the event that a deposit
representing payment of any Excluded Assets is received by Purchaser, then Purchaser, within ten
(10) days of notice of the receipt of funds representing any Excluded Assets, shall turnover and
pay Sellers such funds. Each Party shall have the right, within three (3) months after the expiration
of the Turnover Period, to audit by an independent and competent auditor, at the requesting Party’s
sole expense, of the bank records and remittance advices of the other Party. Thereafter, upon the
findings of the auditor that there has either been an overpayment or and underpayment of funds
due, the Party owning funds shall, within ten (10) business days, make a payment of such funds to
whom they are owed.
10.5 Closing of Financials. Provided that Purchaser shall not incur any out of pocket
costs, Purchaser shall cause the individual acting as the chief financial officer of the Hospital after
the Effective Time (the “Post-Effective Time CFO”) to cooperate with Sellers’ representatives in
order to complete the standardized closing of Sellers’ financial records through the Licensure Date
including, without limitation, the closing of general ledger account reconciliations (collectively,
the “Closing of Financials”). Purchaser shall cause the Post-Effective Time CFO to use their
good faith efforts to cooperate with Sellers’ representatives in order to complete the Closing of
Financials by no later than the date which is sixty (60) calendar days after the Closing Date. The
Post-Effective Time CFO and other appropriate personnel shall be reasonably available to Sellers
for a period of no less than one hundred eighty (180) calendar days after the Closing Date to assist
Sellers in the completion of Sellers’ post-Closing audit, such assistance not to interfere
unreasonably with such Post-Effective Time CFO’s other duties.
10.6 Medical Staff. To ensure continuity of care in the community, Purchaser agrees
that the Hospital’s medical staff members in good standing as of the Licensure Date shall maintain
medical staff privileges at the Hospital as of the Licensure Date. On and after the Licensure Date,
the medical staff will be subject to the Hospital’s Medical Staff Bylaws then currently in effect,
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provided that such Bylaws are in compliance with all applicable laws and regulations and contain
customary obligations.
10.7 Shared Intangible Assets. In the event and to the extent that certain intangible
Assets transferred by Sellers have been used to operate businesses of Verity or Verity Holdings or
their affiliates (“Shared Intangible Assets”) and such Shared Intangible Assets continue to be
used by Verity or Verity Holdings or their affiliates to operate such businesses after Closing, Verity
and Verity Holdings retain the rights to continue to use such Assets notwithstanding their sale to
Purchaser. Purchaser shall reasonably cooperate with Verity and Verity Holdings and their
affiliates to give effect to such rights and shall provide Verity and Verity Holdings and their
affiliates such documentation, records and information and reasonable access to such systems as
necessary for Verity and Verity Holdings and their affiliates to continue to operate such businesses;
all in such manner as not to reasonably interfere with the operations of the Hospitals; provided,
however, Purchaser shall not be required to incur any out-of-pocket costs in association therewith
unless reimbursed by Verity and Verity Holdings and their affiliates.
ARTICLE 11
DEFAULT, TAXES AND COST REPORTS
11.1 Purchaser Default. If the Agreement is terminated pursuant to Section 9.1(b),
Sellers shall be entitled to retain the Deposit, and Sellers may, in addition thereto, pursue any rights
or remedies that Sellers may have under this Agreement or applicable law, including the right to
sue for damages or specific performance.
11.2 Sellers Default. If the Agreement is terminated pursuant to Section 9.1(c),
Purchaser shall have the right to demand and receive a refund of the Deposit, and Purchaser may,
in addition thereto, pursue any rights or remedies that Purchaser may have under applicable law,
including the right to sue for damages or specific performance.
11.3

Tax Matters; Allocation of Purchase Price.

(a)
After the Licensure Date, the Parties shall cooperate fully with each other
and shall make available to each other, as reasonably requested, all information, records or
documents relating to tax liabilities or potential tax liabilities attributable to Sellers with respect to
the operation of the Hospital for all periods prior to the Licensure Date and shall preserve all such
information, records and documents at least until the expiration of any applicable statute of
limitations or extensions thereof. The Parties shall also make available to each other to the extent
reasonably required, and at the reasonable cost of the requesting Party (for out-of-pocket costs and
expenses only), personnel responsible for preparing or maintaining information, records and
documents in connection with tax matters and as Sellers reasonably may request in connection
with the completion of any post-Closing audits of the Hospital.
(b)
Solely for purposes of tax reporting, Schedule 11.3 sets forth the allocation
of the Purchase Price (including any liabilities that are considered to be an increase to the Purchase
Price for United States federal income tax purposes) among the Assets in accordance with Section
1060 of the Code and the Treasury Regulations promulgated thereunder (the “Allocation
Schedule”). The Allocation Schedule shall be final and binding upon Sellers and Purchaser with
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respect to matters relating to required tax reporting by each such Party. The Parties shall refrain
from taking any position that is inconsistent with the Allocation Schedule with respect to tax
reporting.
11.4

Cost Report Matters.

(a)
Consistent with Section 4.4, Sellers shall, at Purchaser’s expense, prepare
and timely file all cost reports relating to the periods ending prior to the Licensure Date or required
as a result of the consummation of the transactions described in this Agreement, including, without
limitation, those relating to Medicare, Medicaid, and other third party payors which settle on a cost
report basis (the “Seller Cost Reports”).
(b)
Upon reasonable notice and during normal business office hours, Purchaser
will cooperate reasonably with Sellers in regard to Sellers’ preparation and filing of the Seller Cost
Reports. Such cooperation shall include, at no cost to Sellers, obtaining access to files at the
Hospital and Purchaser’s provision to Sellers of data and statistics, and the coordination with
Sellers pursuant to reasonable notice of Medicare and Medicaid exit conferences or meetings.
Sellers shall have no obligations after the Licensure Date with respect to Seller Cost Reports except
for preparation and filing thereof.
ARTICLE 12
MISCELLANEOUS PROVISIONS
12.1 Further Assurances and Cooperation. Each Party shall execute, acknowledge and
deliver to the other Party any and all other assignments, consents, approvals, conveyances,
assurances, documents and instruments reasonably requested by such Party at any time and shall
take any and all other actions reasonably requested by such Party at any time for the purpose of
consummating the transactions hereunder and fulfilling such Party’s obligations hereunder. After
consummation of the transactions contemplated in this Agreement, the Parties agree to cooperate
with each other and take such further actions as may be necessary or appropriate to effectuate,
carry out and comply with all of the terms of this Agreement, the documents referred to in this
Agreement and the transactions contemplated hereby.
12.2 Successors and Assigns. All of the terms and provisions of this Agreement shall
be binding upon and shall inure to the benefit of and be enforceable by the respective successors
and assigns of the Parties hereto; provided, however, that no Party hereto may assign any of its
rights or delegate any of its duties under this Agreement without the prior written consent of the
other Parties which consent shall not be unreasonably withheld or delayed, except that Purchaser
may, without the prior written consent of Sellers, assign all or any portion of its rights under this
Agreement to one or more of its affiliates prior to the Closing Date so long as such affiliate was
described and was part of the Attorney General application under Section 5.8(c) and provided that
any such assignment shall not relieve Purchaser of or reduce Purchaser’s obligations under this
Agreement.
12.3 Governing Law; Venue. This Agreement shall be construed, performed, and
enforced in accordance with, and governed by, the laws of the State of California (without giving
effect to the principles of conflicts of laws thereof), except to the extent that the laws of such State
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are superseded by the Bankruptcy Code or other applicable federal law. For so long as Sellers are
subject to the jurisdiction of the Bankruptcy Court, the Parties irrevocably elect, as the sole judicial
forum for the adjudication of any matters arising under or in connection with the Agreement, and
consent to the exclusive jurisdiction of, the Bankruptcy Court. The Parties hereby consent to the
jurisdiction of such court and waive their right to challenge any proceeding involving or relating
to this Agreement on the basis of lack of jurisdiction over the Person or forum non conveniens.
12.4 Amendments. This Agreement may not be amended other than by written
instrument signed by the Parties.
12.5 Exhibits, Schedules and Disclosure Schedule. The Disclosure Schedule and all
exhibits and schedules referred to in this Agreement shall be attached hereto and are incorporated
by reference herein. From the Signing Date until the Closing, the Parties agree that Sellers may
update the Disclosure Schedule as necessary upon written notice to Purchaser, and the applicable
representation and warranty shall thereafter be deemed amended for all purposes by such updated
Disclosure Schedule. Notwithstanding the foregoing, should any exhibit or schedule not be
completed and attached hereto as of the Signing Date, Sellers and Purchaser shall promptly
negotiate in good faith any such exhibit or schedule, which exhibit or schedule must be acceptable
to each of Sellers and Purchaser in their reasonable discretion prior to being attached hereto. Any
matter disclosed in this Agreement or in the Disclosure Schedule with reference to any Section of
this Agreement shall be deemed a disclosure in respect of all sections to which such disclosure
may apply. The headings, if any, of the individual sections of the Disclosure Schedule are provided
for convenience only and are not intended to affect the construction or interpretation of this
Agreement. The Disclosure Schedule is arranged in sections and paragraphs corresponding to the
numbered and lettered sections and paragraphs of this Agreement merely for convenience, and the
disclosure of an item in one section of the Disclosure Schedule as an exception to a particular
obligation, representation or warranty shall be deemed adequately disclosed as an exception with
respect to all other obligations, representations or warranties, notwithstanding the presence or
absence of an appropriate section of the Disclosure Schedule with respect to such other obligation,
representations or warranties or an appropriate cross reference thereto.
12.6 Notices. Any notice, demand, letter or other communication required, permitted,
or desired to be given hereunder shall be deemed effectively given when either personally
delivered, or when received by telegraphic or other electronic means (including facsimile) or
overnight courier, or five (5) calendar days after being deposited in the United States mail, with
postage prepaid thereon, certified or registered mail, return receipt requested, addressed as follows:
If to Sellers:

Verity Health System of California, Inc.
601 South Figueroa St., Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With a copies to:
Dentons US LLP
(which copies shall 601 South Figueroa St., Suite 2500
not constitute notice) Los Angeles, CA 90017-5704
Attention: Tania Moyron, Esq.
Telephone: 213-243-6101
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If to Purchaser:

Prime Healthcare Services, Inc.
3480 East Guasti Road, 2nd Floor
Ontario, California 91761
Attention: General Counsel
Facsimile: 909-235-4316

With a copy to:
McDermott Will & Emery LLP
(which copies shall 2049 Century Park East, Suite 3200
not constitute notice) Los Angeles, California 90067
Attention: Jeffrey Reisner, Esq.
Facsimile: 310-277-4730
or at such other address as one Party may designate by notice hereunder to the other Parties.
12.7 Headings. The section and other headings contained in this Agreement and in the
Disclosure Schedule, exhibits and schedules to this Agreement are included for the purpose of
convenient reference only and shall not restrict, amplify, modify or otherwise affect in any way
the meaning or interpretation of this Agreement or the Disclosure Schedule, exhibits and schedules
hereto.
12.8 Publicity. Prior to the Closing Date, Sellers and Purchaser shall consult with each
other as to the form and substance of any press release or other public disclosure materially related
to this Agreement or any other transaction contemplated hereby and each shall have the right to
review and comment on the other’s press releases at least forty-eight (48) hours prior to issuance;
provided, however, that nothing in this Section 12.8 shall be deemed to prohibit either Sellers or
Purchaser from making any disclosure that its counsel deems necessary or advisable in order to
satisfy either Party’s disclosure obligations imposed by law subject to reasonable prior notice to
the other Party thereof.
12.9 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all Parties.
12.10 Gender and Number; Construction; Affiliates. All references to the neuter gender
shall include the feminine or masculine gender and vice versa, where applicable, and all references
to the singular shall include the plural and vice versa, where applicable. Unless otherwise
expressly provided, the word “including” followed by a listing does not limit the preceding words
or terms and shall mean “including, without limitation.” Any reference in this Agreement to an
“affiliate” shall mean any Person directly or indirectly controlling, controlled by or under common
control with a second Person. The term “control” (including the terms “controlled by” and “under
common control with”) means the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise. A “Person” shall mean any natural person, partnership,
corporation, limited liability company, association, trust or other legal entity.
12.11 Third Party Beneficiary. None of the provisions contained in this Agreement are
intended by the Parties, nor shall they be deemed, to confer any benefit on any person not a party
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to this Agreement, except for the Parties’ successors and permitted assigns, and except for any
liquidating trustee or plan administrator for Sellers’ estate.
12.12 Expenses and Attorneys’ Fees. Except as otherwise provided in this Agreement,
each Party shall bear and pay its own costs and expenses relating to the preparation of this
Agreement and to the transactions contemplated by, or the performance of or compliance with any
condition or covenant set forth in, this Agreement, including without limitation, the disbursements
and fees of their respective attorneys, accountants, advisors, agents and other representatives,
incidental to the preparation and carrying out of this Agreement, whether or not the transactions
contemplated hereby are consummated. The Parties expressly agree that all sales, transfer,
documentary transfer and similar taxes, fees, surcharges and the like in connection with the sale
of the Assets shall be borne by Purchaser. If any action is brought by any Party to enforce any
provision of this Agreement, the prevailing Party shall be entitled to recover its court costs and
reasonable attorneys’ fees.
12.13 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same Agreement, binding on all of the Parties hereto. The Parties agree that facsimile copies of
signatures shall be deemed originals for all purposes hereof and that a Party may produce such
copies, without the need to produce original signatures, to prove the existence of this Agreement
in any proceeding brought hereunder.
12.14 Entire Agreement. This Agreement, the Disclosure Schedule, the exhibits and
schedules, and the documents referred to in this Agreement contain the entire understanding
between the Parties with respect to the transactions contemplated hereby and supersede all prior
or contemporaneous agreements, understandings, representations and statements, oral or written,
between the Parties on the subject matter hereof (the “Superseded Agreements”), which
Superseded Agreements shall be of no further force or effect.
12.15 No Waiver. Any term, covenant or condition of this Agreement may be waived at
any time by the Party which is entitled to the benefit thereof but only by a written notice signed by
the Party expressly waiving such term or condition. The subsequent acceptance of performance
hereunder by a Party shall not be deemed to be a waiver of any preceding breach by any other
Party of any term, covenant or condition of this Agreement, other than the failure of such other
Party to perform the particular duties so accepted, regardless of the accepting Party’s knowledge
of such preceding breach at the time of acceptance of such performance. The waiver of any term,
covenant or condition shall not be construed as a waiver of any other term, covenant or condition
of this Agreement.
12.16 Severability. If any term, provision, condition or covenant of this Agreement or
the application thereof to any Party or circumstance shall be held to be invalid or unenforceable to
any extent in any jurisdiction, then the remainder of this Agreement and the application of such
term, provision, condition or covenant in any other jurisdiction or to persons or circumstances
other than those as to whom or which it is held to be invalid or unenforceable, shall not be affected
thereby, and each term, provision, condition and covenant of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.
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12.17 Time is of the Essence. Time is of the essence for all dates and time periods set
forth in this Agreement and each performance called for in this Agreement.
12.18 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.18. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[REMAINDER OF PAGE IS BLANK]
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IN WITNESS WHEREOF, this Agreement has been entered into as of the day and year
first above written.
PURCHASER:
Prime Healthcare Services, Inc.
Signature:
Print Name:
Title:
Date:
SELLERS:
Verity Health System of California, Inc.
Signature:
Print Name:
Title:
Date:
Verity Holdings, LLC
Signature:
Print Name:
Title:
Date:
St. Francis Medical Center
Signature:
Print Name:
Title:
Date:
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Exhibit 1.3(a) to APA
Form of Leaseback Agreement
See attached.
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SALE LEASEBACK AGREEMENT
[Note: This agreement is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital
Newco and Manager. This structure is not required.]
This Sale Leaseback Agreement (the “Leaseback Agreement”) is made and entered into
as of ___________, 2020 (the “Signing Date”), by and among St. Francis Medical Center, a
California nonprofit public benefit corporation (the “Corporation”) on the one hand, and
____________________________ (“Parent Company”) and ___________________ (“Hospital
Newco,” and collectively with Parent Company, the “Parent Company Parties”) on the other
hand. The Corporation, Parent Company, and Hospital Newco may be referred to herein
individually as a “Party,” and collectively as the “Parties.”
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company and the Corporation have entered into that certain Asset Purchase
Agreement, dated of even date herewith (the “APA”), which provides for the sale of the assets of
the Corporation and related assets (collectively, the “Assets”). Capitalized terms not defined in
this Leaseback Agreement shall have the meanings given to such terms in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”).
E.
Parent Company designated its affiliate, Hospital Newco, as the owner of the
Corporation’s Assets purchased by Parent Company under the APA (the “Designation”), and its
affiliate _________________________ (the “Manager”) as the operator of the Hospital.
F.
Pursuant to Section 1.3 of the APA, the Corporation, Parent Company, and the
Manager, are entering into that certain Interim Management Agreement (“IMA”) of even date
herewith, and commencing at the Effective Time, to enable the Manager to manage the day-to-day
operations of the Hospital following the Closing until the Manager is issued the Licenses necessary
to operate the Hospital (for the avoidance of doubt, that date will occur when the Manager is issued
both a license to operate the Hospital as an acute care hospital by the California Department of
Public Health, and a permit to operate a hospital-based pharmacy by the California Board of
Pharmacy (collectively, the “New Licenses”)).
A.
Pursuant to the APA, at the Effective Time, Parent Company will purchase the
Corporation’s Assets, except for the Excluded Assets (as set forth in the APA). Also pursuant to
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the APA, that portion of the Assets constituting drugs, dangerous devices, pharmacy systems, or
other pharmacy assets (the “Pharmacy Assets”), the Medicare/Medi-Cal Agreements, the
Lockboxes, the Transferred Managed Care Agreements and the Transferred Private Payor
Agreements (collectively, the “Licensure Date Assets”) shall transfer to Parent Company (or its
affiliate) as of the Licensure Date.
B.
Immediately following the Closing, and until the Manager obtains the New
Licenses, the Parent Company Parties desire to lease back or license to the Corporation all of the
then-acquired Corporation’s Assets used in the operation of the Hospital, and the Corporation
desires to so lease or license such Corporation’s Assets from the Parent Company Parties on the
terms and conditions set forth herein. The Corporation’s Assets shall exclude the Licensure Date
Assets, which the Corporation shall own until the New Licenses are issued.
AGREEMENT
NOW, THEREFORE, in consideration of the covenants and conditions contained herein,
and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the Parties hereby agree as follows:
1.
Definitions. Any capitalized term appearing herein that is not defined shall have
the same definition ascribed to it under the IMA or the APA (as designated when such term first
appears herein).
2.

Description of The Leased or Licensed Assets.

2.1
Leased or Licensed Assets. The Parent Company Parties hereby lease or
license to the Corporation, and the Corporation leases or licenses from the Parent Company Parties,
all of the Corporation’s Assets used in the operation of the Hospital, except for the Licensure Date
Assets, which the Corporation shall continue to own until the Licensure Date (as defined in the
APA) (collectively, the “Leased or Licensed Assets”). Specifically, the Leased or Licensed
Assets shall include: (a) the Hospital Premises (which shall be leased); (b) tangible personal
property, including, but not limited to, fixtures, furnishings, hard copy medical and financial
records and equipment (including, but not limited to, hardware to operate and run the electronic
health record systems, hospital operating systems, laboratory information systems, and financial
reporting systems) (which shall be leased); and (c) intangible intellectual property saved or
embodied in the electronic health record systems, hospital operating systems, laboratory
information systems, and financial reporting systems (which shall be licensed for use by the
Corporation).
2.2

Management of Pharmacy and Use of Pharmacy Assets.

(a)
The Corporation shall at all times during the term of this Leaseback
Agreement be the owner of the Pharmacy Assets. The Parties acknowledge, however, that under
the IMA, the Manager will be managing the Corporation’s pharmacy during the Management
Period (as defined in the IMA), and the Corporation therefore grants the Manager (i) access to
and authority to use the drugs, dangerous drug delivery devices, or other tangible pharmacy
assets, and (ii) a license to use the intangible intellectual property saved or embodied in the
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pharmacy systems, in each case to the extent necessary for the Manager to fulfill its obligations
under the IMA.
(b)
Pursuant to the IMA, the Corporation shall be responsible for
purchasing drugs and dangerous devices identified by the Manager as necessary for the operations
of the Hospital, and the Manager shall reimburse the Corporation for all costs and expenses
incurred for such purchases.
3.
Term; Termination. This Leaseback Agreement shall have a term coextensive with
the Management Period (as defined in the IMA) and shall automatically terminate upon the
termination of the IMA.
4.

Payments by the Parent Company Parties.

4.1
Utilities. The Parent Company Parties shall pay all utilities and services
supplied to the Hospital during the term hereof, including but not limited to water, gas, air
conditioning, heat, light, power, telephone service, and waste removal services.
4.2
Taxes. The Parent Company Parties shall pay all taxes, assessments, and
levies of any kind or nature whatsoever, including real property taxes, personal property taxes,
income taxes, employment taxes, and sales or use taxes, that are taxed, assessed, levied, invoiced
or imposed upon or against the Leased or Licensed Assets, the Hospital, and/or the Corporation,
after the Effective Time.
4.3
Insurance. The Parent Company Parties shall pay for all insurance
coverages, including premiums, deductibles, stop-loss, and any other insurance covering the
Leased or Licensed Assets, the Licensure Date Assets, the Hospital, and the Corporation during
the term hereof. The Parent Company Parties covenant and agree that the Leased or Licensed
Assets, the Licensure Date Assets, the Hospital, and the Corporation are covered as of the date
hereof and will be covered at all times by general liability, fire, theft, business interruption, cyber,
professional liability, directors and officers insurance, employment practices liability, terrorism,
workers’ compensation & employers’ liability, directors and officers, fiduciary, crime, punitive
damages excess liability, physical damage, property liability, automobile, storage tank, helipad
and non-owned aviation, sexual misconduct and molestation, medical provider professional
liability, and provider capitation stop loss (managed care excess loss) insurance. All such
insurance shall name the Parent Company Parties and the Corporation as insureds as their
respective interests may appear.
4.4
Repairs and Maintenance: Alterations. During the term of this Leaseback
Agreement, the Parent Company Parties shall pay all costs of repairing (including replacement of)
and maintaining the Leased or Licensed Assets and Hospital and every part thereof in good and
sanitary order, condition and repair during the term hereof, reasonable wear and tear excepted,
including, without limitation, all costs of all repairs, replacements and maintenance required by
any applicable governmental law, statute, ordinance, rule or regulation, including the California
Office of Statewide Health Planning and Development (“OSHPD”). The Corporation shall not
make any alterations or changes to the Leased or Licensed Assets without prior written approval
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of the Parent Company Parties, which may be given or withheld in the Parent Company Parties’
sole discretion.
4.5
Payment. Nothing in this Section 4 shall in any way limit, reduce, or
otherwise affect Parent Company’s payment obligations under the IMA or the APA.
5.
Use. The Leased or Licensed Assets shall be used for the operation of the Hospital,
subject to the terms of the APA and the IMA.
6.

Risk of Loss.

6.1
The Corporation assumes no risks or liability for damage to or injury
occurring to the Leased or Licensed Assets or Hospital during the term of this Leaseback
Agreement by any means whatsoever, including fire, storm, earthquake, vandalism, strike,
accident or any other casualty (collectively, “Casualty”), and the Parent Company Parties shall
have all right, title, and interest in and to the proceeds of any insurance it obtained and paid for
covering such Casualty.
6.2
If, during the term of this Leaseback Agreement, action is initiated to take
the Hospital Premises or any portion thereof by eminent domain or condemnation proceedings,
exercise of state authority under an executive order or by deed in lieu thereof (collectively,
“Condemnation”), the Parent Company Parties, and not the Corporation, shall have all right, title,
and interest in and to the award from the Condemnation.
6.3
In the event of a Casualty or Condemnation, neither the Parent Company
Parties nor the Corporation may terminate this Leaseback Agreement.
7.
Continued Access. Following termination of this Leaseback Agreement, and until
the entry of final decrees closing the Bankruptcy Cases, the Patient Care Ombudsman, appointed
by the United States Trustee pursuant to Bankruptcy Code § 333 and approved by the Bankruptcy
Court [see Docket No. 430], shall have continuing access to the Leased or Licensed Assets and
related personnel during normal business hours and upon at least one (1) business day’s prior
written notice to the Parent Company Parties, for the purpose of winding down the Corporation’s
affairs, in connection with any litigation or adversary proceedings, and to effectuate the chapter 11
plan as approved by the Bankruptcy Court.
8.

Miscellaneous.

8.1
Further Assurances. Each of the Parties hereto agrees to execute and deliver
any and all further agreements, documents or instruments necessary to effectuate this Leaseback
Agreement and the transactions referred to herein or contemplated hereby or reasonably requested
by the other Party to perfect or evidence their rights hereunder.
8.2
Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or registered mail,
return receipt requested, postage prepaid, or (b) Federal Express or similar generally recognized
overnight carrier regularly providing proof of delivery, addressed as follows:
6
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If to the Corporation:

St. Francis Medical Center
c/o Verity Health System of California, Inc.
601 South Figueroa Street, Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With copies to:
(which copy shall not
constitute notice)

Tania Moyron, Esq.
Dentons US LLP
601 South Figueroa St., Suite 2500
Los Angeles, CA 90017-5704
and
Hope Levy-Biehl, Esq.
Davis Wright Tremaine LLP
865 S Figueroa St,
Los Angeles, CA 90017

If to the Parent Company
Parties:
With copies to:
(which copies shall not
constitute notice)
Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof
of delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
be deemed given upon receipt of the same by the Party to whom the same is to be given. Any
Party hereto may designate a different address for itself by notice to the other Parties in accordance
with this Section 8.2.
8.3
Payment of Expenses. Except for the Parent Company Parties’ obligation
to be responsible for certain costs, fees, and expenses as set forth elsewhere in this Leaseback
Agreement, each Party hereto shall bear its own legal, accounting, and other expenses incurred in
connection with the preparation and negotiation of this Leaseback Agreement and the
consummation of the transactions contemplated hereby, whether or not the transaction is
consummated.
8.4
Rent. The Corporation has prepaid the sum of One Thousand Dollars
($1,000.00), the receipt of which is hereby acknowledged by the Parent Company Parties, and the
Corporation shall not be required to pay the Parent Company Parties any additional rent under this
Leaseback Agreement.
8.5
Entire Agreement; Amendment; Waiver. This Leaseback Agreement, the
IMA, and those provisions of the APA expressly identified in this Leaseback Agreement contain
the entire agreement among the Parties with respect to the subject matter hereof and supersede all
7
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prior agreements, arrangements, and understandings relating to the subject matter hereof and
thereof. There are no written or oral agreements, understandings, representations, or warranties
among the Parties other than those set forth in this Leaseback Agreement, the IMA, and those
provisions of the APA expressly identified in this Leaseback Agreement. Nothing in this
Leaseback Agreement modifies or shall be construed as modifying any orders entered by the
Bankruptcy Court. This Leaseback Agreement may not be modified or amended except in writing
signed by the Parties. No waiver of any term, provision or condition of this Leaseback Agreement
in any one or more instances, shall be deemed to be or be construed as a further or continuing
waiver of any such term, provision or condition of this Leaseback Agreement. No failure to act
shall be construed as a waiver of any term, provision, condition or rights granted hereunder.
8.6
Assignment. Neither this Leaseback Agreement nor the rights, duties or
obligations arising hereunder shall be assignable or delegable by the Corporation or the Parent
Company Parties without the prior written consent of the other Parties, which may be granted,
denied or conditioned in such Party’s absolute discretion except that the Parent Company Parties
may assign this Leaseback Agreement in connection with any permitted assignment under the
IMA. Subject to the foregoing, this Leaseback Agreement shall be binding upon, and inure to the
benefit of, the respective successors and assigns of the Parties.
8.7
Joint Venture; No Third Party Beneficiaries. Nothing contained herein shall
be construed as forming a joint venture or partnership among the Parties with respect to the subject
matter hereof. The Parties do not intend that any third party shall have any rights under this
Leaseback Agreement.
8.8
Captions. The section headings contained herein are for convenience only
and shall not be considered or referred to in resolving questions of interpretation.
8.9
Governing Law. This Leaseback Agreement shall be governed by and
construed in accordance with the laws of the State of California without regard to its conflicts of
laws principles or decisions, except to the extent that the laws of such State are superseded by the
Bankruptcy Code or other applicable federal law.
8.10 Jurisdiction. The Parties agree that the Bankruptcy Court shall have
exclusive personal and subject matter jurisdiction over any action or proceeding with respect to
any claim arising out of or related to this Leaseback Agreement, and any of the documents or
transactions contained in or contemplated by this Leaseback Agreement; provided, however, that
the Parties agree that the United States District Court for the Central District of California (together
with the Bankruptcy Court, the “Chosen Courts”) shall have exclusive jurisdiction over such
claim if (i) the Bankruptcy Cases are closed and if the Bankruptcy Cases are not reopened to
adjudicate such claim after request by the Party bringing such claim or (ii) the Bankruptcy Court
determines that it does not have jurisdiction over such claim. Solely in connection with claims
arising under this Leaseback Agreement, or any of the documents or transactions contemplated
hereby, the Parties (a) irrevocably submit to the exclusive jurisdiction of the Chosen Courts, (b)
waive any objection to laying venue in any such action or proceeding in the Chosen Courts, (c)
waive any objection that the Chosen Courts are an inconvenient forum or do not have jurisdiction
over any Party hereto, and (d) agree that service of process upon such Party in any such action or
proceeding shall be effective if notice is given in accordance with Section 8.2 hereof
8
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8.11 Conditions to Effectiveness. The Parties acknowledge that this Leaseback
Agreement is subject to and contingent upon the occurrence of the Closing under the APA. This
Leaseback Agreement shall not be effective, nor shall any Party have any obligations hereunder,
unless and until the Closing under the APA has occurred.
8.12 Cooperation on Regulatory Compliance Matters. The Parent Company
Parties understand and acknowledges that the Corporation intends to comply with applicable
federal and state laws, regulations, and guidance, as well as the requirements or recommendations
of any accrediting agencies. In the event the terms of this Leaseback Agreement need to be
amended or supplemented based on guidance from or at the request or direction of a regulator
made during the term of this Leaseback Agreement, the Parent Company Parties shall cooperate
with such amendment and/or supplement to ensure the Corporation’s ability to comply with such
guidance, request, recommendation or directive.
8.13 Transition Services Agreement. Pursuant to Section 1.4(f) and Section
1.5(d) of the APA, the Sellers and Parent Company will enter into a Transition Services Agreement
to facilitate the winding down of the Sellers’ businesses, the completion of the Bankruptcy Cases,
and the dissolution of the Sellers. The Parties shall cooperate with each other to enable the
Corporation and Parent Company to carry out their obligations under, and give effect to the terms
of, the Transition Services Agreement.
8.14 Fair Meaning. This Leaseback Agreement shall be construed according to
its fair meaning and as if prepared by all Parties.
8.15 Counterparts. This Leaseback Agreement may be executed by one or more
of the Parties on any number of separate counterparts (including by telecopy), and all of said
counterparts taken together shall be deemed to constitute one and the same instrument. This
Leaseback Agreement may be delivered by facsimile or electronic transmission, including by email as a PDF, and facsimile or PDF copies of executed signature pages, which shall be binding
as originals.
8.16 WAIVER OF JURY TRIAL.
TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS
AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES,
AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL
BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING
OUT OF OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF
ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT
SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO
ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY UNDERSTANDS AND HAS
CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C) EACH PARTY MAKES
THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS BEEN INDUCED TO
ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL
9
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WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.16.
THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE
SIGNATURE LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND
AUTHORIZING ANY AND ALL PARTIES TO FILE THIS WAIVER WITH ANY
COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature Page Follows.]
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IN WITNESS WHEREOF, the Parties agree to the foregoing terms of agreement through
the execution below by their respective, duly authorized representatives as of the Signing Date.

Parent Company Parties:

Corporation:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

By:
Name:
Title:
By:
Name:
Title:
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Exhibit 1.3(b) to APA
Form of Interim Management Agreement
See attached.
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INTERIM MANAGEMENT AGREEMENT
[Note: This IMA is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital Newco
and Manager. This IMA is drafted assuming Purchaser is buying hospital’s accounts receivable.
This structure is not required.]
This Interim Management Agreement (the “Agreement”) is made and entered into as of
___________, 2020 (the “Signing Date”), by and among St. Francis Medical Center, a California
nonprofit public benefit corporation (the “Corporation”) on the one hand, and
___________________________ (“Parent Company”) and ________________________ (the
“Manager,” and collectively with the Corporation and Parent Company, the “Parties” and each
individually a “Party”)) on the other hand.
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company, as purchaser, and the Corporation and certain of its affiliates
(collectively, the “Sellers” as defined in the APA), as seller, entered into that certain Asset
Purchase Agreement, dated of even date herewith (the “APA”), which provides for the sale of
certain assets of the Sellers (collectively, the “Assets”). All terms not otherwise defined herein
shall have the meaning ascribed to them in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”)
E.
Pursuant to the APA, Parent Company agreed to purchase the Assets, which include
certain assets of the Corporation (the “Corporation’s Assets”).
F.
Parent Company designated its affiliate, __________________ (“Hospital
Newco”) as the owner of the Corporation’s Assets, and the Manager as the operator of the Hospital.
G.
Parent Company and the Manager have requested this Agreement to afford the
Manager additional time to obtain its general acute care hospital license from the California
Department of Public Health (“CDPH”), and its hospital pharmacy permit from the California
Board of Pharmacy (together, the “New Licenses,” and the date on which the New Licenses are
issued is the “Licensure Date”).
H.
Pursuant to the APA, that portion of the Assets constituting drugs, dangerous
devices, pharmacy systems, or other pharmacy assets (the “Pharmacy Assets”), the
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Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (collectively, the “Licensure Date Assets”) shall
transfer to Hospital Newco as of the Licensure Date.
I.
The Corporation shall maintain a possessory interest in the Hospital and the
Hospital Premises, and Parent Company and Hospital Newco on the one hand as lessor, and the
Corporation, on the other hand as lessee, are entering into that certain Sale Leaseback Agreement
of even date herewith, pursuant to which certain of the Corporation’s Assets will be leased back
to the Corporation (the “Leaseback Agreement”).
J.
Until Hospital Newco obtains the New Licenses, the Manager desires to assume the
management of the Hospital, including its pharmacy, on behalf of the Corporation, and the
Corporation desires to avail itself of such management services, upon the terms and conditions set
forth in this Agreement.
TERMS OF AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:
1.

Term.

1.1
The term of this Agreement (the “Management Period”) shall commence as of the
Effective Time (as defined in the APA) and shall continue until the earlier of the Licensure Date
or [June 30, 2021]. The Parties acknowledge that, during the Management Period, the Corporation
shall remain the licensee of the Hospital, and in that capacity, and during such period, shall retain
statutory and regulatory authority and responsibility for the Hospital and for oversight of the
Manager.
2.

Acknowledgements and Covenants.

2.1
As of the Effective Time, Parent Company shall have acquired all of the
Corporation’s Assets as set forth in the APA (other than the Licensure Date Assets), which shall
be leased back to the Corporation pursuant to the terms of the Leaseback Agreement during the
term of this Agreement.
2.2
Pursuant to Section 1.3 of the APA, contemporaneously with the date the New
Licenses are issued and the termination of the Leaseback Agreement, ownership of the Licensure
Date Assets shall be transferred to Hospital Newco. Parent Company and the Manager
acknowledge that this Agreement and the foregoing subsequent transfer of the Licensure Date
Assets are made at the request of Parent Company and the Manager, to provide more time for the
Manager to obtain its New Licenses. As such, Parent Company acknowledges, covenants, and
agrees that the total Purchase Price (as defined in the APA) shall be paid to the Sellers under the
APA as if the Licensure Date Assets were transferred as of the Effective Time.
2.3
As of the Effective Time, the Corporation shall have ended the employment or
engagement of all employees and contractors and, to the extent they received offers of employment
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or engagement from the Manager (or its affiliates) and accepted such offers, shall have been
transferred to the Manager (or its affiliate) as employees or contractors of the Manager
(collectively, the “Hired Employees”).
2.4
During the Management Period, the Corporation will (a) assign an individual to
oversee the operation of the Hospital and serve as the president of the Corporation, as required by
the Centers for Medicare & Medicaid Services, CDPH, and applicable California laws and
regulations (the “Responsible Officer”), and (b) maintain proper oversight by a board of directors.
3.

Appointment of Manager.

3.1
During the Management Period, the Corporation hereby appoints the Manager as
the sole and exclusive provider of the Services (defined below) and hereby grants to the Manager
the exclusive right to manage the Hospital under the Corporation’s Licenses (as defined in the
APA) as a general acute care hospital, including without limitation, the right to undertake those
certain management responsibilities and permitted activities described in Section 4 below. The
Manager hereby accepts such appointment for all purposes with respect to the Corporation’s rights,
duties, and responsibilities under the Licenses for the Hospital, to the fullest extent permitted by
law, and agrees, to the fullest extent permitted by law, to provide management services to the
Hospital on behalf of the Corporation (the “Services”).
3.2
The Manager’s Services hereunder shall include management and operation of the
Hospital’s pharmacy on behalf of the Hospital, even though the Pharmacy Assets will not be
transferred to Hospital Newco pursuant to the APA until the Licensure Date.
3.3
Upon the Licensure Date, the Manager’s Services provided to the Hospital under
the Corporation’s Licenses shall terminate and, thereafter, Hospital Newco (and its affiliates) will
be operating the Hospital as the licensee holding its own New Licenses.
3.4
During the Management Period, the Manager shall submit claims for services
rendered by the Hospital to various governmental and non-governmental entities, patients, and
other third parties pursuant to the Corporation’s provider agreements, payor contracts, and NPI
numbers as set forth in Schedule 3.4, attached hereto (collectively, the “Corporation’s Billing
Credentials”). Because all billing and collecting shall be under the Corporation’s Billing
Credentials, payments shall be made in the Corporation’s name and deposited in the Corporation’s
bank accounts. The Parties acknowledge and agree that during the Management Period, the
Corporation’s bank accounts and lockboxes shall remain under the Corporation’s name and in the
Corporation’s control. Consistent with Section 4.5(b), the Manager may transfer the Manager
Compensation to its accounts. To the extent the Manager is unable to make such transfers to its
own accounts, upon request by the Manager, the Corporation will, at the Manager’s cost, forward
to the Manager any payment or reimbursement received during the Management Period.
3.5
To the extent the Corporation’s lenders continue to have Encumbrances on the
Corporation’s bank accounts or lockboxes as of the Effective Time, the Corporation, Parent
Company, and the Manager shall work cooperatively to facilitate termination and release of such
Encumbrances.
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3.6
The Corporation shall retain and, upon the Licensure Date, the Manager shall
assume, any contracts necessary for the Corporation to continue to be the holder of the Licenses
and to bill for Hospital services during the Management Period, in accordance with the APA. Such
contracts shall be as set forth in Schedule 3.6, attached hereto (the “Retained Contracts”). Parent
Company hereby designates each Retained Contract as an Assigned Contract under Section 1.11
of the APA.
4.

Management Responsibility.

4.1
During the Management Period, the Manager shall, subject to all applicable legal
and regulatory requirements and the Corporation’s ultimate oversight and control, have
responsibility for the management of the Hospital, and agrees to assume and discharge all
responsibilities, duties, liabilities, payments, and obligations in connection with properly
maintaining the Hospital in full compliance with all regulations and standards required of a general
acute care hospital facility so licensed. In furtherance thereof, the Manager’s Services shall
include, but not be limited to, the following duties, which duties shall be performed at the
Manager’s sole cost and expense:
(a)
Managing the operations of the Hospital as a general acute care hospital in
compliance with all applicable laws, regulations, provider agreements, payor contracts, CDPH
requirements for maintenance of the Licenses in good standing, Medicare conditions of
participation and requirements for payment with respect to governmental programs, and the
requirements for maintenance of the Hospital’s accreditations;
(b)
Employing and managing the Hired Employees and any other non-clinical
and clinical personnel (i) deemed necessary by the Corporation for the operation of the Hospital
as a general acute care hospital, or (ii) required by law so as to meet all applicable labor laws and
regulations, and consistent with orders of the Bankruptcy Court;
(c)
Ensuring that the Corporation is able to pay itself out of the Hospital
Revenues for the costs and expenses set forth in Sections 4.5(b);
(d)
Maintaining and repairing, as needed, the Hospital Premises so as to ensure
material compliance with all applicable local, state and federal law, and construction timelines
imposed by OSHPD.
(e)
Providing security services reasonably necessary to prevent unlawful entry
or damage to the Hospital Premises;
(f)
Affording the Responsible Officer or his or her designee access, during
normal business hours, to the Hospital Premises, the books and records at the Hospital Premises
or in Manager’s possession, the Hired Employees and any other personnel of Manager or otherwise
who are providing services associated with the operation of the Hospital, and such other access
and assistance as reasonably requested by the Responsible Officer;
(g)
Upon at least one (1) day’s prior written notice to the Manager, providing
access, during normal business hours, to the Hospital Premises to lessors of equipment at the
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Hospital Premises, if any, who have been authorized by order of the Bankruptcy Court to remove
their equipment from the Hospital Premises, provided that the Manager shall have full power and
authority to require that the removal of such equipment by such lessors does not damage the
Hospital Premises;
(h)
Providing access, during normal business hours, to the Hospital, the
Hospital Premises, the Hospital’s books and records, electronic health records, financial
information systems, operating systems, laboratory systems, the Hired Employees and any other
personnel of Manager or otherwise who are providing services associated with the operation of the
Hospital, to the Corporation, the Corporation’s directors, officers and representatives, and the
Corporation’s successors in interest, including, but not limited to, any plan administrator,
liquidating trustee or similar representatives appointed or approved by the Bankruptcy Court, as
well as the Patient Care Ombudsman appointed in the Bankruptcy Cases under Section 333 of the
Bankruptcy Code (the “PCO”) [see Docket No. 430], for the purpose of winding down the
Corporation’s affairs, pursuing litigation and adversary proceedings, and to effectuate a plan of
liquidation, as approved by the Bankruptcy Court (the “Plan”), provided, however, that such
access does not unreasonably disrupt the Hospital’s operations;
(i)
Maintaining, all licenses, permits consents, approvals, accreditations, and
certifications currently held by the Corporation in good standing, in active status, and in
compliance with all applicable local, state, and federal laws, including the timely payment of all
applicable fees to support or renew these approvals;
(j)
Maintaining and obtaining all insurance coverages, from and after the
Effective Time, for the Hospital that a prudent hospital operator or owner would maintain,
including directors and officers insurance with no less coverage than was maintained for directors
and officers just prior to the Effective Time;
(k)
Maintaining and obtaining those insurance coverages required under the
Leaseback Agreement, for its own account, with the Corporation included as a named insured, and
paying all amounts required under the Leaseback Agreement in a timely manner, including rent,
utilities, taxes, and insurance premiums;
(l)
Opening and forwarding all mail relating to the financial or business affairs
of the Corporation to the notice address below;
(m)
Periodically reporting to the Corporation (or its designee), either in person
or telephonically, the condition of the Hospital and the Hospital Premises;
(n)
Coordinating with the governing board and the organized medical staff
(each, as established by the Corporation and the Sellers) on the appropriateness and quality of
medical care and all medical staff issues requiring governing board oversight;
(o)
Paying all costs and expenses in connection with and incidental to
ownership of the Corporation’s Assets and management and operation of the Hospital hereunder,
including but not limited to, all the Hospital operating costs, employee-related costs, and taxes,
whether or not identified, described, or referenced in this Agreement;
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(p)
Cooperating with the Corporation in facilitating termination and release of
any Encumbrances on the Corporation’s bank accounts and lockboxes; and
(q)
Performing such other duties and activities as are reasonably necessary for
the Manager to fulfill its responsibilities under this Agreement and the APA.
4.2
Permitted Manager Activities. During the Management Period, the Manager may
do any of the following, in consultation with the Corporation and subject to the requirements of
applicable local, state, and federal law, which activities may be performed by the Manager at the
Manager’s sole cost and expense:
(a)
Make alterations, improvements, and repairs to the interior or exterior of the
Hospital Premises, including structural alterations, improvements, and repairs;
(b)
Remove and dispose of furniture, fixtures, equipment (other than equipment
owned by equipment lessors), and supplies at the Hospital Premises;
(c)
Hospital Premises;

Move into and install furniture, fixtures, equipment, and supplies at the

(d)
Prepare the Hospital for a name change, except that no such name change
may take effect, and no signage reflecting such change shall be installed, during the Management
Period; and
(e)
Perform, or permit to be performed, any other activities at the Hospital
Premises that are not inconsistent with operating the Hospital under the Licenses, and receiving
and retaining for the Manager’s own account all revenues and proceeds of any such activities, to
the extent they comprise the Manager Compensation.
4.3

Prohibited Manager Activities.

(a)
Notwithstanding anything to the contrary in this Agreement, the Manager
shall have no authority to take and shall not take any action with respect to any Excluded Assets
or Excluded Liabilities (as such terms are defined in the APA) of the Corporation.
(b)
The Manager’s authority to manage and operate the Hospital is limited to
those actions that Manager is expressly required or permitted to do hereunder.
(c)
The Manager shall not (i) take any action that interferes with the
Corporation’s transfer of funds to pay itself out of the Hospital Revenues as set forth in Section
4.5(b); or (ii) remove, withdraw, or authorize removal or withdrawal of funds from the
Corporation’s bank accounts or lockboxes to the extent that the Corporation would be unable to
fully pay itself as set forth in Section 4.5(b).
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4.4

APA Provisions; Transition Services Agreement.

(a)
Nothing herein shall modify the prorations of expenses and utilities set forth
in the APA, including specifically as set forth in Section 1.6 of the APA.
(b)
None of the information accessed, learned or obtained by Parent Company
or the Manager or any of their affiliates in the course of performing their duties hereunder may
serve as the basis for payment of less than the full Purchase Price or to otherwise assert a claim
against the Sellers.
(c)
Nothing herein shall modify the transfer of the Assets from the Sellers to
Parent Company as contemplated in the APA, including specifically as set forth in Section 1.7 of
the APA.
(d)
Nothing herein shall modify the APA in respect of the exclusion from
purchase by Parent Company of the Excluded Assets, including specifically as set forth in Section
1.8 of the APA.
(e)
Pursuant to Section 1.4(f) and Section 1.5(d) of the APA, the Sellers and
Parent Company will be entering into a Transition Services Agreement to facilitate the winding
down of the Sellers’ businesses, the completion of the Bankruptcy Cases, and the dissolution of
the Sellers. The Parties shall cooperate with each other to enable the Corporation and Parent
Company to carry out their obligations under, and give effect to the terms of, the Transition
Services Agreement.
4.5

Manager Compensation; Distribution of Revenue.

(a)
As used in this Agreement, the term “Hospital Revenues” shall mean all
revenues and reimbursement received by the Corporation after the Effective Time, including, but
not limited to, cash, accounts, notes, or other accounts receivable, disproportionate share
payments, quality assurance fee payments, Seller Cost Report (as defined in the APA) settlements,
and capitation premiums, whether payable by Medicare, Medi-Cal or any other commercial or
governmental payor, or any health maintenance organization or any other managed care program
or any private pay patients, but only to the extent they are not Excluded Assets (as defined in the
APA).
(b)
As full and complete payment for the Manager’s Services, the Manager
shall be entitled to receive an amount equal to the Hospital Revenues less the following amounts
that will be paid to the Corporation by Manager (the “Manager Compensation”):
(i)
All costs and expenses incurred by the Corporation for the
Corporation’s purchase of drugs and dangerous devices that the Manager determines are necessary
for the operation of the Hospital;
(ii)
All salaries, stipends, costs and expenses associated with the
employment or engagement of the board of directors of the Corporation and its parent organization,
VHS, the Responsible Officer and any other retained employees or contractors of the Corporation
8
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primarily or exclusively providing services necessary for the operation of the Hospital and
compliance with applicable laws, if any; and
(iii) All other costs and expenses associated with keeping the
Corporation in good standing, maintaining its Licenses and maintaining the Retained Contracts,
including, but not limited to, filings with the secretary of state, filing tax returns, board of directors
expenses, directors and officers insurance, employment practices liability insurance,
compensation, benefits, and such other costs and expenses incurred by a hospital corporation in
the normal course of business.
(c)
Corporation shall instruct the financial institutions that service its bank
accounts or lockboxes to, immediately following the Effective Time and during the Management
Period, sweep all Hospital Revenues from the Corporation’s bank accounts or lockboxes on a daily
basis into an account designated in writing by Manager, and Corporation shall not revise such
written instructions without obtaining the prior written consent of Manager.
(d)
Under no circumstance shall the Manager seek payment for the Manager’s
Services from the liquidating trustee, the Corporation, any of the Corporation’s officers, directors,
agents, contractors, personnel, affiliates or subsidiaries, Verity Health System of California, Inc.
(“VHS”), or any of VHS’ officers, directors, agents, contractors, personnel, affiliates or
subsidiaries.
(e)
The Corporation shall issue invoices to the Manager on a weekly basis for
the items described in Section 4.5(b) (i), (ii) and (iii), with reasonable supporting detail therefor.
The Manager shall pay such invoices within ten (10) business days of receipt of such invoices. If
the Manager does not remit payment in respect of such invoices in accordance with the
immediately preceding sentence, the unpaid amount of such invoices shall bear interest at the
Prime Rate in effect on the calendar day upon which such payment was required to be made to the
Corporation (the “Invoice Payment Due Date”) plus five percent (5%) (or the maximum rate
allowed by law, whichever is less), such interest accruing on each calendar day after the Invoice
Payment Due Date until payment of such invoices and all interest thereon is made to the
Corporation.
4.6

Liabilities and Losses.

(a)
Parent Company shall be responsible for all the Hospital liabilities and
losses incurred or accrued during the Management Period.
(b)
Nothing hereunder shall, or is intended to, modify or supersede Parent
Company’s responsibility for the Transferred Obligations (as defined in the APA) or the
Corporation’s responsibility for the Excluded Liabilities (as defined in the APA).
(c)
Specifically, with respect to any and all quality assurance fee (“QAF”)
liabilities owed by the Corporation, Parent Company shall pay all QAF fees that become due and
owing or are overdue during the Management Period, even though such fees may have been
calculated based on data prior to the Effective Time.

9
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(d)
If Parent Company (or its affiliate) has designated any health plan capitation
agreements to be assigned to Hospital Newco, then Parent Company hereby assumes all liabilities
and responsibilities related to managing the members covered by such health plan capitation
agreements, including arranging for services from and payment under all related risk pool
arrangements, all related arrangements with independent physician associations (IPAs), all
downstream provider agreements, and all out-of-network provider arrangements or services,
without regard to whether the member services were rendered prior to or after the Effective Time.
4.7
The Corporation’s Ultimate Control. Notwithstanding anything to the contrary
in this Section 4 or in this Agreement more generally, the Corporation, as holder of the Licenses,
shall remain ultimately responsible for the operation of the Hospital, and may, at any time and
from time-to-time during the Management Period, take any action (at Parent Company’s or the
Manager’s sole cost and expense) necessary to ensure the Corporation’s compliance with
applicable laws and regulations, even if such action requires the Corporation to intervene in the
Manager’s performance of the Manager’s duties or permitted activities pursuant to this Section 4.
5.

Continued Responsibility of the Corporation.

5.1
During the Management Period, the Corporation shall maintain (at Parent
Company’s or the Manager’s sole cost and expense), and shall not take or voluntarily permit any
actions which may adversely affect, the Corporation’s corporate existence and its full rights as the
licensee under the Licenses. In addition, during the Management Period, the Corporation and its
officers shall reasonably cooperate with the Manager (at Parent Company’s or the Manager’s sole
cost and expense) in the Manager’s provision of the Services.
5.2
Notwithstanding the statutory and regulatory authority and responsibility of the
Corporation for the continued management of the Hospital during the Management Period, the
Parties recognize and acknowledge that under this Agreement, the Manager shall, subject to the
ultimate oversight by and approval of the Corporation, be responsible for the day-to-day operation
and maintenance of the Hospital as a general acute care hospital. In the event that any violation
or alleged violation of or non-compliance with any statute or regulation applicable to the operation
or maintenance of the Hospital as a general acute care hospital certified by the Medicare and MediCal programs occurs during the Management Period, then without regard to legal or statutory fault
on the part of the Manager or of the Corporation, the Manager shall immediately notify the
Corporation of such violation or alleged violation or non-compliance and take reasonable efforts
to avoid or minimize any related adverse consequences. Parent Company and the Manager shall
be responsible for the costs of any penalty, fine or remediation identified during the Management
Period arising out of or relating to any act, omission, event or occurrence connected with the
operation of the Hospital after the Effective Time, including, without limitation, the cost of
engaging third party consultants or experts to help address or resolve the violation, alleged
violation or non-compliance, and shall indemnify and hold the Corporation harmless for the same
in accordance with Section 9.2. The Corporation retains the right to join the Manager in contesting
said violations upon providing the Manager with notice of its intent to do so.
5.3
The Corporation shall be responsible for purchasing drugs and dangerous devices
that the Manager determines are necessary for the operation of the Hospital at the Manager’s sole
cost and expense, as set forth in Section 4.5(b)(i).
10
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5.4
The Corporation agrees to execute and deliver to the Manager such documents as
the Manager may reasonably request to maintain the hospital license active and in good standing
with CDPH and the other Licenses necessary or appropriate to maintain the Hospital as a general
acute care hospital and to facilitate the Manager’s obtaining of the New Licenses.
6.
The Parties’ Cooperation with Regulatory Agencies. The Manager shall use its best
efforts to obtain the New Licenses as expeditiously as possible. The Manager shall provide updates
to the Corporation weekly, and as requested by the Corporation, on the status of the Manager’s
efforts to obtain the New Licenses. To the extent not already submitted prior to the Effective Time,
the Manager shall provide a copy of all such initial and supplementary or amended license
applications for the New Licenses to Corporation at least two (2) business days prior to submission.
The Manager and the Corporation shall cooperate with each other in the event the Corporation
requests revisions to a license application for a New License. The Corporation shall, at Parent
Company’s or the Manager’s cost, reasonably cooperate with the Manager’s efforts to obtain the
New Licenses, and may communicate and coordinate with licensing agencies as necessary in
connection with obtaining the New Licenses. Notwithstanding the foregoing, obtaining all
governmental consents, approvals, assignments, authorizations, and clearances necessary to obtain
the New Licenses shall be solely Parent Company’s and the Manager’s (and not the Corporation’s)
responsibility, including payment of any fees, expenses, filing costs or other amounts related
thereto.
7.

Risk of Loss.

7.1
The Corporation assumes no risks or liability for damage to or injury occurring to
the Hospital Premises, Assets or the Hospital during the term of this Agreement by any means
whatsoever, including fire, storm, earthquake, vandalism, strike, cyberattack, accident or any other
casualty (collectively, “Casualty”), and Parent Company shall have all right, title, and interest in
and to the proceeds of any insurance it obtained and paid for covering such Casualty.
7.2
If, during the term of this Agreement, action is initiated to take the Hospital
Premises or any portion thereof by eminent domain proceedings or by deed in lieu thereof
(collectively, “Condemnation”), Parent Company, and not the Corporation, shall have all right,
title, and interest in and to the award from the Condemnation.
7.3
In the event of a Casualty or Condemnation, neither Parent Company nor the
Corporation may terminate this Agreement.
8.
Continued Access. Following the expiration or termination of this Agreement and until
the entry of final decrees closing the Bankruptcy Cases, if expressly authorized or directed by the
Bankruptcy Court, and only to the extent so authorized or directed, the PCO shall have continuing
access to the Corporation’s Assets and related personnel during normal business hours and upon
at least one (1) business day’s prior written notice to Parent Company or the Manager, for the
purpose of winding down the Corporation’s affairs, in connection with any litigation or adversary
proceedings, and to effectuate the Plan.
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9.

Exculpation; Indemnification.

9.1
The Corporation and the Corporation’s affiliates, members, officers, directors,
employees, attorneys, accountants, consultants, agents, representatives, successors and assigns,
including the liquidating trustee and responsible officer (collectively the “Corporation
Indemnified Parties”) shall have no liability in contract, tort or otherwise unless and until a
Chosen Court finds in a final, non-appealable judgment that any Damages result solely from a
Corporation Indemnified Party’s gross negligence or willful misconduct.
9.2
Parent Company and the Manager shall promptly and fully keep and hold the
Corporation Indemnified Parties forever harmless from, and shall indemnify and defend the
Corporation Indemnified Parties from and against, without regard to materiality, any and all
obligations, judgments, fines, civil money penalties, sanctions, awards, liabilities, losses, penalties,
claims, costs, demands, damages, expenses, liens, and encumbrances, including investigation
costs, time spent in depositions and reasonable attorneys’ fees and expenses (collectively,
“Damages”), whether civil or criminal, direct, indirect or consequential and no matter how arising,
in any way related to, connected with, arising or resulting from, or under this Agreement, the APA,
the Hired Employees (as defined in the APA), the Manager’s performance of the Services, or the
operation or management of the Hospital or the Corporation’s Assets, in each instance after the
Effective Time. Notwithstanding the foregoing, the Parties understand that except as otherwise
specifically provided for in the APA, Parent Company and the Manager are not, by virtue of this
Agreement or any term or provision herein, assuming any claim, liability, expense, debt or other
obligation of the Corporation that both relates to the operation or management of the Hospital or
the Corporation’s Assets prior to the Effective Time and constitutes an Excluded Liability under
the APA.
10.
HIPAA Compliance. The Manager agrees to take such steps as are necessary to ensure
compliance with the Health Insurance Portability and Accountability Act of 1996 (HIPAA), the
California Confidentiality of Medical Information Act, and other applicable federal and state
privacy laws and regulations (collectively, the “Privacy Laws”) with respect to the Hospital and
its operations, and the Corporation agrees not to take or voluntarily permit any actions which
violate Privacy Laws with respect to the Hospital or its operations. Toward this end, Parent
Company, the Manager, and the Corporation agree to execute and deliver that certain Business
Associate Agreement, attached hereto as Exhibit A and incorporated by reference herein, upon
execution of this Agreement.
11.
Further Assurances. Each of the Parties hereto agree to execute and deliver any and all
further agreements, documents or instruments necessary to effectuate this Agreement and the
transactions referred to herein or contemplated hereby or reasonably requested by any other Party
hereto to perfect or evidence their rights hereunder.
12.
Relationship of Parties. In performing their duties and permitted activities under this
Agreement, Parent Company, the Manager, and the Corporation shall, at all times be acting and
performing as independent contractors. Parent Company, the Manager, and the Corporation are
not partners or joint venturers with each other and nothing herein shall be construed as making
them partners or joint venturers or imposing upon any of them any liability as partners or joint
venturers.
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13.
Notices and Demands. All notices and demands, requests, consents, approvals, and other
similar communications under this Agreement shall be in writing and shall be sent by personal
delivery or by either (a) United States certified or registered mail, return receipt requested, postage
prepaid, or (b) Federal Express or similar generally recognized overnight carrier regularly
providing proof of delivery, addressed as follows:
If to the Corporation:

St. Francis Medical Center
c/o Verity Health System of California, Inc.
601 South Figueroa Street, Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With copies to:
(which copy shall not
constitute notice)

Tania Moyron, Esq.
Dentons US LLP
601 South Figueroa St., Suite 2500
Los Angeles, CA 90017-5704
and
Hope Levy-Biehl, Esq.
Davis Wright Tremaine LLP
865 S Figueroa St,
Los Angeles, CA 90017

If to Parent Company
and/or
the Manager:

With copies to:
(which copies shall not
constitute notice)
Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof
of delivery, as the case may be, whether accepted or refused. Any such notice not so given shall
be deemed given upon receipt of the same by the Party to whom the same is to be given. Any
Party hereto may designate a different address for itself by notice to the other Party in accordance
with this Section 13.
14.
Expenses. Except for Parent Company’s and the Manager’s obligations to be responsible
for certain costs, fees, and expenses as set forth elsewhere in this Agreement, each Party to this
Agreement shall pay its own expenses in connection with the preparation of this Agreement and
13
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the consummation of the transactions contemplated hereby, including the fees of any attorneys,
accountants, financial advisors, investment bankers or other professionals engaged by such Party.
15.
Entire Agreement. This Agreement, the Leaseback Agreement, and those provisions of
the APA expressly identified in this Agreement, contain the entire agreement among the Parties
with respect to the subject matter hereof and supersede all prior agreements, arrangements, and
understandings relating to the subject matter hereof and thereof. There are no written or oral
agreements, understandings, representations, or warranties among the Parties other than those set
forth in this Agreement, the Leaseback Agreement, and those provisions of the APA expressly
identified in this Agreement. Nothing in this Agreement modifies or shall be construed as
modifying any orders entered by the Bankruptcy Court.
16.
Amendment. This Agreement may not be modified, amended, altered or supplemented
except by a written agreement executed by all the Parties.
17.
Waiver. Waiver by any Party of any breach or failure to comply with any provision of
this Agreement by any other Party shall not be construed as or constitute, a continuing waiver of
such provision, or a waiver of any other breach of, or failure to comply with, any other provision
of this Agreement. No waiver of any such breach or failure or of any term or condition of this
Agreement shall be effective unless in a written notice signed by the waiving Party und delivered,
in the manner required for notices generally, to each affected Party.
18.
Severability. In case any provision of this Agreement shall be found by a court of
competent jurisdiction to be invalid, illegal or unenforceable, such provision shall be construed
and enforced as if it had been narrowly drawn so as not to be invalid, illegal or unenforceable, and
the validity, legality and enforceability of the remaining provisions of this Agreement shall not in
any way be affected or impaired thereby.
19.
Successors and Assigns. This Agreement shall be binding upon, and shall inure to the
benefit of, the Parties and their respective permitted successors and assigns. The Corporation shall
not be permitted to assign its rights or its obligations under this Agreement without the prior
consent of Parent Company and the Manager. The Parties further acknowledge and agree that the
Manager may subcontract for any of the goods or services required to be provided by the Manager
pursuant to this Agreement, and the Manger may assign any of its rights hereunder and/or delegate
any of its obligations hereunder, so long as in each case the Manager remains responsible for such
subcontracted goods or services and for any of such Manager obligations hereunder.
20.
Attorneys’ Fees. In the event of any litigation or arbitration between the Parties arising
out of this Agreement, the prevailing Party therein shall be allowed to recover from the other Party
all court costs and reasonable attorneys’ fees which shall be fixed by the court or arbitrator.
21.
Headings. The descriptive headings of sections and subsections of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement and shall not affect in
any way the meaning or interpretation of this Agreement.
22.
Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of California without regard to its conflicts of laws principles or decisions,
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except to the extent that the laws of such State are superseded by the Bankruptcy Code or other
applicable federal law.
23.
Jurisdiction. The Parties agree that the Bankruptcy Court shall have exclusive personal
and subject matter jurisdiction over any action or proceeding with respect to any claim arising out
of or related to this Agreement, and any of the documents or transactions contained in or
contemplated by this Agreement; provided, however, that the Parties agree that the United States
District Court for the Central District of California (together with the Bankruptcy Court, the
“Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the Bankruptcy Cases
are closed and if the Bankruptcy Cases are not reopened to adjudicate such claim after request by
the Party bringing such claim or (ii) the Bankruptcy Court determines that it does not have
jurisdiction over such claim. Solely in connection with claims arising under this Agreement, or
any of the documents or transactions contemplated hereby, the Parties (a) irrevocably submit to
the exclusive jurisdiction of the Chosen Courts, (b) waive any objection to laying venue in any
such action or proceeding in the Chosen Courts, (c) waive any objection that the Chosen Courts
are an inconvenient forum or do not have jurisdiction over any Party hereto, and (d) agree that
service of process upon such Party in any such action or proceeding shall be effective if notice is
given in accordance with Section 13 hereof.
24.
Commencement. The Parties acknowledge that commencement of the Manager’s
Services under this Agreement is subject to and contingent upon the occurrence of the Closing (as
defined in the APA). The Management Period shall not commence, and the Parties’ obligations
during the Management Period shall not commence, unless and until the Closing has occurred.
25.
Cooperation on Regulatory Compliance Matters. Parent Company and the Manager
understand and acknowledge that the Corporation intends to comply with applicable federal and
state laws, regulations, and guidance. In the event the terms of this Agreement need to be amended
or supplemented based on guidance from or at the request or direction of a regulator made during
the term of this Agreement, Parent Company and the Manager shall cooperate with such
amendment and/or supplement to ensure the Corporation’s ability to comply with such guidance,
request or directive.
26.
Counterparts. This Agreement may be executed by one or more of the Parties on any
number of separate counterparts (including by telecopy), and all of said counterparts taken together
shall be deemed to constitute one and the same instrument. It may be delivered by facsimile or
electronic transmission, including by e-mail as a PDF, and facsimile or PDF copies of executed
signature pages, which shall be binding as originals.
27.
WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
15
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ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 27. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature page follows.]
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IN WITNESS WHEREOF, the Parties agree to the foregoing terms of agreement through
the execution below by their respective, duly authorized representatives as of the Signing Date.

MANAGER:

CORPORATION:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

PARENT COMPANY:
NAME
By:
Name:
Title:
HOSPITAL NEWCO:
NAME
By:
Name:
Title:
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Exhibit A to IMA
Business Associate Agreement
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Schedule 3.4 to IMA
Corporation’s Billing Credentials
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Schedule 3.6 to IMA
Retained Contracts
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Exhibit 1.4(a) to APA
Form of Bill of Sale
See attached.
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Exhibit 1.4(b) to APA
Form of Real Estate Assignment Agreements
See attached.
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Exhibit 1.4(c) to APA
Form of Quitclaim Deed
See attached.
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Exhibit 1.4(d) to APA
Form of Transfer Agreement
See attached.
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Exhibit 1.4(f) to APA
Form of Transition Services Agreements
See attached.
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TRANSITION SERVICES AGREEMENT
This Transition Services Agreement (the “Agreement”), is made and entered into as of
________, 2020 (the “Signing Date”), by and among Verity Health System of California, Inc., a
California nonprofit public benefit corporation (“Verity”), Verity Holdings, LLC, a California
limited liability company (“Verity Holdings”), St. Francis Medical Center, a California nonprofit
public benefit corporation (“St. Francis” and together with Verity and Verity Holdings,
collectively the “Sellers” and each individually a “Seller”) and _________________
___________________ (“Purchaser”). The Sellers, the Liquidating Trust, and Purchaser may
each be referred to herein as a “Party” and collectively as the “Parties.”
This Agreement is being entered into in connection with the Asset APA, dated of even date
herewith among Sellers and Purchaser (the “APA”). Capitalized terms used in this Agreement but
not defined herein shall have the meanings given to them in the APA. The Parties have agreed to
provide or cause one or more of their respective direct or indirect subsidiaries or affiliates to
provide certain services as set forth below. The Party providing services hereunder (together with
those of its direct and indirect subsidiaries and affiliates providing services hereunder) is referred
to herein as the “Service Provider” and the Party receiving services hereunder (together with those
of its direct and indirect subsidiaries and affiliates receiving services hereunder) is referred to
herein as the “Service Recipient”. The Parties agree that this Agreement will be amended to
include the Liquidating Trust (as defined below) after its creation, pursuant to the effective date
set forth in the plan of liquidation (the “Plan”) to be confirmed by the Bankruptcy Court.
RECITALS
A.
On August 31, 2018, the Sellers and certain of their affiliates each filed a voluntary
petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of the United
State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Purchaser and the Sellers entered into the APA, which provides for the sale of the
assets of the Sellers (collectively, the “Assets”).
D.
Sellers will file a motion with the Bankruptcy Court to approve the APA and upon
approval, the Bankruptcy Court will enter a sale order (the “Sale Order”).
E.
Sellers and certain of their affiliates will file a chapter 11 Plan, pursuant to which a
liquidating trust (the “Liquidating Trust”) will be created on the effective date of the Plan after
confirmation thereof.
F.
The primary purpose of the Liquidating Trust is to, among other things, liquidate
and distribute assets, which includes assets of the Sellers not sold to Purchaser pursuant to the
APA.

US_Active\114483166\V-6

G.
Following the Closing Date, the Sellers and the Liquidating Trust need access to
certain assets, systems, facilities, equipment, and personnel of Purchaser in connection with the
Sellers’ wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution
of the Sellers, and Purchaser agrees to provide such access and services in connection therewith.
AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the Parties hereby agree as follows:
ARTICLE I
SERVICES
Section 1.1

Services to be Provided.

(a)
Services to be Provided by the Sellers and/or the Liquidating Trust. Subject to the
terms and conditions of this Agreement, the Sellers and/or the Liquidating Trust, as the Service
Provider, shall provide or cause to be provided to Purchaser, as the Service Recipient, those
services in support of the business of Purchaser on such terms (including payment) as may be
mutually agreed upon in writing from time to time by the Sellers and/or the Liquidating Trust and
Purchaser (the “Seller Services”).
(b)
Services to be Provided by Purchaser. Subject to the terms and conditions of this
Agreement, Purchaser, as the Service Provider, shall provide or cause to be provided to the Sellers
and the Liquidating Trust, as the Service Recipient, those services and personnel in support of the
business of the Sellers and/or the wind-down and liquidation of the Sellers set forth on Schedule
A attached hereto (the “Purchaser Services”).
Section 1.2

Access to and Use of Assets, Systems, Facilities, and Equipment.

(a)
Access. Beginning on the Effective Time and continuing through the termination
or expiration of this Agreement in accordance with its terms, Purchaser hereby grants to the Sellers
and the Liquidating Trust, reasonable access to and the right to use the hospital assets, systems,
facilities, and equipment to the extent reasonably required in connection with the Sellers’ winddown of the Businesses, the completion of the Bankruptcy Cases, and the dissolution of the Sellers.
If any third party to any lease, license or other agreement requires Sellers to sign any documents
in order for Sellers to be granted access to, and the right to use, any hospital asset, system, facility
or equipment under such lease, license or other agreement, Sellers agree to execute and deliver
any such documents; provided, that such documents, leases, licenses or other agreements do not
require Sellers to pay any money or take any action, not required by the Sale Order; and provided,
further, that if Sellers do not sign such requisite documents, leases, licenses or other agreements,
then Purchaser has no obligation to provide Sellers with access and the right to use the associated
hospital assets, systems, facilities and equipment provided by such third party; and provided,
further, that Purchaser agrees to indemnify, defend and hold harmless each of the Sellers in
connection with any obligations under any such documents, leases, licenses or other agreements
other than those obligations of Sellers thereunder which are required by the Sale Order.
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(b)
Office Space. In order to enable the provision of the Seller Services, Purchaser
hereby grants to Sellers’ and their affiliates’ employees and any third-party service providers or
subcontractors the right to use and occupy the portion of St. Francis Medical Center identified on
Schedule B attached hereto (the “Premises”) at no cost for use exclusively as office space pursuant
to the terms and conditions hereof, and until the termination of this Agreement pursuant to Article
IV herein. Sellers shall keep the Premises neat, clean and sanitary and dispose of all
garbage. Sellers may terminate its right to occupy the Premises at any time upon five (5) days
prior written notice to Purchaser. Upon termination of Sellers’ right to occupy the Premises,
Sellers shall vacate the Premises in broom-clean condition. Purchaser shall make the Premises
available to Sellers 24 hours a day, 7 days a week. Purchaser may access the Premises for purposes
of making repairs or improvement or other reasonable purposes upon (except in the case of an
emergency) reasonable prior written notice to Sellers; however, Purchaser shall at all times use its
commercially reasonable efforts to prevent interference with or interruption of the Sellers’
business activities on the Premises. The Sellers use of the Premises shall additionally be subject
to the following terms and conditions:
(i)
Purchaser shall have the right, on reasonable advance notice (which shall
not be less than three (3) business days) to Sellers, to relocate the space covered by the preceding
license to similar space in the same area as the original designated Premises, provided the
replacement space is reasonably suitable for the same uses as contemplated herein. In the event
of any such relocation, references herein to the Premises shall constitute references to such
relocated space.
(ii)
Sellers shall not make any material alterations, decorations, additions, or
improvements in or to the Premises or the Purchaser’s other property without the prior written
consent of Purchaser, which may be given or withheld in Purchaser’s sole discretion.
(iii) Sellers shall not do, or permit their representatives to do, anything that
would: (a) unreasonably obstruct or materially interfere with the lawful operation of the Premises
or other portions of the Purchaser’s property by Purchaser and other tenants of the Purchaser’s
property; or (b) use the Premises for any illegal or unlawful purpose, including without limitation
any violations of applicable laws or regulations relating to or regulating hazardous substances.
(iv) The license, occupancy and access rights granted to Sellers under this
Agreement shall be effective notwithstanding any ground lease, mortgage, deed of trust, or any
other hypothecation or security placed at any time upon the Premises or any of Purchaser’s
property of which the Premises is a part, and notwithstanding any change in ownership (including
any sale and/or leaseback involving any property of which the Premises is a part) .
Section 1.3 Subcontracting. The Service Provider may, in its sole discretion and without any
written notice to the Service Recipient engage one or more parties (including third parties or
affiliates of the Service Provider) to provide the Services, whether in whole or in part or
subcomponent. Without limiting the preceding, Purchaser will not be required to use the Sellers
existing IT and similar systems, but shall have the right to replace IT and other systems, used to
provide any of the Purchaser Services provided that the new or replacement systems provide
equivalent functionality. Sellers and Purchaser agree to fully cooperate with each other, at
Purchaser’s sole cost and expense, in connection with any data or other transition steps required
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in connection moving any of the functions covered by the Purchaser Services to a new vendor or
system.
Section 1.4 Cooperation; Access.
Each Party shall, at reasonable times under the
circumstances, make available to any other Party properly authorized personnel for the purpose of
consultation and decisions in connection with the Services.
Section 1.5

Certain Qualifications.

(a)
Provided AS-IS. By accepting the use to the Premises and other access rights
provided herein, Sellers conclusively shall be deemed, subject to the representations, warranties
and obligations expressly set forth in this Agreement, to have (i) accepted the Premises and access
to other property of Purchaser “AS IS” and without express or implied warranty; and (ii) is fully
aware of and has approved the Premises in its condition existing as of such date.
(b)
Limited Representation. Except for the representations, warranties and obligations
expressly set forth in this Agreement, Purchaser makes no representations and warranties of any
kind, implied or expressed, with respect to the Purchaser Services, including, without limitation,
no warranties of merchantability or fitness for a particular purpose, which are specifically
disclaimed.
(c)
Privacy and Confidentiality Protections. All access provided to Sellers, to the
Premises or otherwise as provided herein, shall be permitted only in a manner which protects
patient privacy and the confidentiality of patient information under applicable Privacy Laws.
(d)
Limitation on Liability. In no event shall any Party have any liability under any
provision of this Agreement for any punitive, incidental, consequential, special or indirect
damages, whether based on statute, contract, tort or otherwise, and whether or not arising from any
other Party’s sole, joint, or concurrent negligence, strict liability, criminal liability or other fault.
ARTICLE II
LICENSE GRANT
Section 2.1 License Grant. Beginning on the Effective Time and continuing through the later
of the termination or expiration of this Agreement in accordance with its term or the dissolution
of the Sellers and their Businesses, the wind-down of the Liquidating Trust and the completion of
the Bankruptcy Cases, Purchaser grants to the Sellers and the Liquidating Trust a royalty free,
license to use the name “St. Francis Medical Center,” including any trademarks, service marks,
trademark and service mark registrations and registration applications, trade names, trade name
registrations, logos, domain names, trade dress, copyrights, copyright registrations, website
content, know-how, trade secrets, related to the use of the preceding name, and the corporate or
company names of the Sellers and the name of the Hospital, together with all rights to sue and
recover damages for infringement, dilution, misappropriation or other violation or conflict
associated with any of the foregoing, in all respects solely as reasonably needed in connection with
the wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution of
the Sellers. Sellers and the Liquidating Trust shall not assign, transfer or hypothecate any of the
rights subject to, and pursuant to, the preceding license and shall not use any such license rights in
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any manner which could adversely affect Purchaser’s intellectual property rights with respect to
the items which are the subject of such license.
ARTICLE III
PAYMENT
Section 3.1 Service Fees. The fee, rate or amount to be charged to the Service Recipient for
the Services (the “Service Fees”) shall be as set forth on Schedule A hereto for the Purchaser
Services and as agreed upon in writing from time to time by Sellers and/or the Liquidating Trust
and Purchaser for the Purchaser Services. The Service Provider shall issue invoices on a monthly
basis to the Service Recipient for the Services, with a statement of such Services and reasonable
supporting detail therefor. The Service Recipient shall pay the undisputed portion of such invoices
within thirty (30) days of receipt of such invoices. Any dispute relating to the Services shall be
resolved in accordance with the dispute resolution procedures set forth in this Agreement.
ARTICLE IV
TERM AND TERMINATION
Section 4.1 Term. Unless a Service is earlier terminated by the Service Recipient in accordance
with Section 4.2(b), the Service Provider shall provide each Service to the Service Recipient for
the period beginning at the Effective Time (as defined under the APA) and continuing through and
including the applicable dates set forth in: (i) Schedule A (with respect to the Purchaser Services);
and (ii) any written agreement between Sellers and/or the Liquidating Trust and Purchaser (with
respect to the Seller Services) (the “Applicable Term”); provided, that in the event a particular
Service provided by Purchaser hereunder is required by one or more Sellers to allow such Seller(s)
to comply with applicable laws, rules or regulations, the Applicable Term shall be extended for so
long as such Service is required to allow such Seller(s) to comply with such laws, rules and
regulations; provided, however, that notwithstanding any other term herein any Party may, in any
case, terminate this Agreement by written notice to any other Party at any time on and after the
end of the 18th calendar month following the Licensure Date (as defined in the APA). In addition,
upon termination or expiration of this Agreement, the Parties may mutually agree in writing to a
tail period for any portion of the Services, and the terms of this Agreement shall continue to apply
to such ongoing Services until performed in full.
Section 4.2

Termination.

(a)
Termination for Material Breach. This Agreement may be terminated by the Sellers
and/or the Liquidating Trust on the one hand, or Purchaser on the other hand, upon written notice
to any other Party in the event that any other Party materially breaches any provision of this
Agreement and fails to remedy such breach within thirty (30) days of its receipt of such written
notice, except to the extent such remedy is prevented or not permitted by the Bankruptcy Court;
and provided, further, however, that this Agreement may only be terminated under this Section
4.2(a) following approval of such termination by the Bankruptcy Court.
(b)
Early Termination. The Service Recipient may terminate any particular Service
early by providing not less than thirty (30) days prior written notice to the Service Provider of its
intent to terminate early such particular Service. Any such partial termination notice delivered
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shall specify in detail (i) the Service or Services to be terminated and (ii) the effective date(s) of
such termination (subject to the foregoing sentence). If any such termination of a Service prior to
the expiration of its Applicable Term requires any out-of-pocket fee, cost or expense of a similar
nature payable to a third party (a “Termination Fee”), the Service Provider shall have no
obligation to terminate such Service prior to the expiration of its Applicable Term unless the
Service Recipient approves in advance such Termination Fee in writing (a “Termination Fee
Approval”). If the Termination Fee Approval is granted, the Termination Fee shall be billed to
and payable by the Service Recipient.
(c)
Continued Access. Notwithstanding the termination of any particular Services
hereunder, Service Recipient shall continue to have the right, upon reasonable advance notice and
consistent with the other provisions herein, to reasonable access data and Service Provider,
personnel relating to such Services for reasonable purposes (including compliance with applicable
law).
Section 4.3 Effect of Termination. The termination of this Agreement pursuant to Section 4.2
shall not relieve any Party from liability for any willful and material breach of this Agreement
prior to such termination. Further, the provisions of Article II, Article III, this Section 4.3, Article
V and Article VI shall survive any termination of this Agreement pursuant to Section 4.2.
ARTICLE V
COORDINATION AND OTHER COVENANTS
Section 5.1 Coordination. The Parties hereby appoint as of the Effective Time the following
representatives responsible for coordinating and managing the provision and receipt of the
Services, which representatives shall have authority to act on the applicable Party’s behalf with
respect to matters relating to this Agreement:
Sellers’ Representative:
Address:
Telephone:
Facsimile:
Email:
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Liquidating Trust Representative:
Address:
Telephone:
Facsimile:
Email:
Purchaser’s Representative:
Address:
Telephone:
Facsimile:
Email:

In the event that the Sellers, the Liquidating Trust or Purchaser elect, in their sole discretion, to
change their respective representative appointed for purposes of this Section 5.1, the Sellers, the
Liquidating Trust or Purchaser (as the case may be) shall deliver written notice thereof to the other
promptly following the effective date of appointment of the name and contact information of such
new representative. The representatives shall work in good faith to address and attempt to resolve
any dispute arising out of or relating to this Agreement or the breach, termination or validity
thereof, whether sounding in contract or tort and whether arising during or after termination of this
Agreement, including any pricing and other Service related matters.
Section 5.2 General Cooperation and Turnover Obligations. The Parties shall cooperate to
ensure that any and all payments that constitute Excluded Assets (as defined in the APA), shall be
paid to and received by Sellers, with any payments that constitute Assets (as defined in the APA)
transferred to Purchaser transferred to Purchaser pursuant to Section 1.7 of the APA or that
otherwise arise from services rendered by Purchaser on or after the Licensure Date be paid to and
received by Purchaser. In this regard, for a period of two (2) years after the Effective Time
(“Turnover Period”), the Parties shall, within ten (10) business days, copy and send to any other
Party copies (either in hard copy or via electronic file) of all remittance advices for all deposits to
all Lockboxes or other bank accounts for the Receivables (as defined in the APA), from whatever
payor or source of funds, that are received on and after the Effective Time. In the event that Assets
are deposited to a bank account of Sellers which is not automatically swept or transferred to
Purchaser, then Sellers, within ten (10) business days of notice of the receipt of such Assets, shall
turnover and pay Purchaser said funds. In the event that a deposit representing payment of any
Excluded Assets is received by Purchaser, then Purchaser, within five (5) business days of notice
of the receipt of funds representing any Excluded Assets, shall turnover and pay Sellers such funds.
Each Party, moreover, shall have the right, within three (3) months after the expiration of the
Turnover Period, to audit by an independent and competent auditor, at the requesting Party’s sole
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expense, of the bank records and remittance advices of any other Party. Thereafter, upon the
findings of the auditor that there has either been an overpayment or an underpayment of funds due,
the Party owing funds shall, within five (5) business days, make a payment of such funds to the
Party to whom they are owed.
Section 5.3 HIPAA Compliance. The Parties agrees to take such steps as are necessary to
ensure compliance with the Health Insurance Portability and Accountability Act of 1996
(“HIPAA”), the California Confidentiality of Medical Information Act, and other applicable
federal and state privacy laws and regulations (collectively, the “Privacy Laws”) with respect to
the Hospital and its operations, and the performance by the Parties of the services and obligations
provide herein.
Section 5.4

Confidentiality.

(a)
During the term of this Agreement and thereafter, the Parties shall, and shall instruct
their respective Representatives (as defined below) to, maintain in confidence and not disclose any
other Party’s financial, technical, sales, marketing, development, personnel, and other information,
records, or data, including, without limitation, customer lists, supplier lists, trade secrets, designs,
product formulations, product specifications or any other proprietary or confidential information,
however recorded or preserved, whether written or oral (any such information, “Confidential
Information”). Each Party hereto shall use the same degree of care, but no less than reasonable
care, to protect any other Party’s Confidential Information as it uses to protect its own Confidential
Information of like nature. Unless otherwise authorized in any other agreement between the
Parties, any Party receiving any Confidential Information of any other Party (the “Receiving
Party”) may use Confidential Information only for the purposes of fulfilling its obligations under
this Agreement (the “Permitted Purpose”). Any Receiving Party may disclose such Confidential
Information only to its directors/managing members, managers, officers, employees, consultants,
financial advisors, prospective or existing lenders, counsel, accountants and other agents of such
Receiving Party (and, in addition, Sellers may disclose such Confidential Information to the
creditors committee in the Bankruptcy Cases and its consultants, financial advisors, counsel,
accountants and other agents, the Liquidating Trust and its trustee, consultants, financial advisors,
counsel, accountants and other agents and any advisory board members and their consultants,
financial advisors, counsel, accountants and other agents) (“Representatives”) who have a need to
know such information for the Permitted Purpose and who have been advised of the terms of this
Section 5.5 and the Receiving Party shall be liable for any breach of these confidentiality
provisions by such persons; provided, however, that any Receiving Party may disclose such
Confidential Information to the extent such Confidential Information is required to be disclosed
by a governmental agency or court order (“Governmental Order”), in which case the Receiving
Party shall promptly notify, to the extent possible, the disclosing Party (the “Disclosing Party”),
and take reasonable steps to assist in contesting such Governmental Order or in protecting the
Disclosing Party’s rights prior to disclosure, and in which case the Receiving Party shall only
disclose such Confidential Information that it is advised by its counsel in writing that it is legally
bound to disclose under such Governmental Order.
(b)
Notwithstanding the foregoing, “Confidential Information” shall not include any
information that the Receiving Party can demonstrate: (i) was publicly known at the time of
disclosure to it, or has become publicly known through no act of the Receiving Party or its
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Representatives in breach of this Section 5.5; (ii) was rightfully received from a third party without
a duty of confidentiality; or (iii) was developed by it independently without any reliance on the
Confidential Information.
(c)
Upon demand by the Disclosing Party at any time, or upon expiration or termination
of this Agreement with respect to any Service, the Receiving Party agrees promptly to return or
destroy, at the Receiving Party’s option, all Confidential Information. If such Confidential
Information is destroyed, an authorized officer of the Receiving Party shall certify to such
destruction in writing.
ARTICLE VI
MISCELLANEOUS
Section 6.1

Relationship of the Parties.

(a)
The Parties and their respective representatives shall be deemed independent
contractors for all purposes under this Agreement.
(b)
This Agreement shall not be deemed or construed to create the relationship of
employer or employee, partnership or any type of joint venture relationship among the Parties.
(c)
The Parties acknowledge and agree that the Parties are not providing legal,
accounting or tax advice under this Agreement. The Parties further acknowledge and agree that no
fiduciary or other similar relationship is being created among the Parties relating to the Services
or otherwise under this Agreement.
(d)
Except as expressly set forth herein, neither the Sellers, the Liquidating Trust, nor
any of their respective representatives or affiliates, on the one hand, nor Purchaser or any of its
representatives or affiliates, on the other hand, shall have the authority to contract for or assume
obligations of any nature in the name of any other Party, as the case may be, without the other’s
prior written consent.
Section 6.2 No Set-off. Neither the Sellers, the Liquidating Trust, nor any of their respective
representatives or affiliates, on the one hand, nor Purchaser nor any of its representatives or
affiliates, on the other hand, shall have any set-off or other similar rights pursuant to this
Agreement.
Section 6.3 Notices. All notices, requests, claims, demands or other communications hereunder
shall be deemed to have been duly given and made if in writing and (a) at the time personally
delivered if served by personal delivery upon the Party for whom it is intended, (b) at the time
received if delivered by registered or certified mail (postage prepaid, return receipt requested) or
by a national courier service (delivery of which is confirmed), or (c) upon confirmation if sent by
facsimile; in each case to the Party at the address set forth in Section 5.1, or such other address as
may be designated in writing hereafter, in the same manner, by such Party.
Section 6.4 Amendment, Modification and Waiver. Any provision of this Agreement may be
amended, modified or waived if, and only if, such amendment, modification or waiver is in writing
and signed, in the case of an amendment, by the Parties, or in the case of a waiver, by the Party
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against whom the waiver is to be effective. No failure or delay by any Party in exercising any
right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right,
power or privilege.
Section 6.5 Assignment. Neither this Agreement nor any of the rights, interests or obligations
under it may be directly or indirectly assigned, delegated, hypothecated, sublicensed, subleased or
transferred by any of the Parties, in whole or in part, to any other person without the prior written
consent of the non-assigning Party, and any attempted or purported assignment in violation of this
Section 6.5 will be null and void; provided, that Sellers may assign their rights hereunder to the
Liquidating Trust. Subject to the preceding sentence, this Agreement will be binding upon, inure
to the benefit of, and be enforceable by the Parties and their respective successors and permitted
assigns. Notwithstanding the preceding, however, Purchaser may assign its rights or obligations
hereunder to its any of its affiliates and may subcontract with third parties to provide any of the
Purchaser Services as provided elsewhere in this Agreement, provided that any such assignment
or subcontracting shall not relieve Purchaser of or reduce Purchaser’s obligations under this
Agreement.
Section 6.6 Entire Agreement. This Agreement constitutes the entire agreement among the
Parties with respect to the subject matter hereof and supersedes all prior agreements and
understandings, oral or written, with respect to such matters.
Section 6.7 Third Party Beneficiaries. Nothing expressed or implied in this Agreement is
intended to confer any rights, benefits, remedies, obligations or liabilities upon any person other
than the Parties and their respective successors and permitted assigns.
Section 6.8 Expenses. In the event of litigation arising from or relating to this Agreement, the
non-prevailing Party as determined by a court of competent jurisdiction in a final non-appealable
order shall be liable and pay to the prevailing Party the reasonable attorney’s fees and expenses
incurred in connection with such litigation.
Section 6.9 Governing Law. This Agreement shall be construed, performed, and enforced in
accordance with, and governed by, the laws of the State of California (without giving effect to the
principles of conflicts of laws thereof), except to the extent that the laws of such State are
superseded by the Bankruptcy Code or other applicable federal law.
Section 6.10 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
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LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.10. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
Section 6.11 Jurisdiction; Mediation. The Parties agree that the Bankruptcy Court shall have
exclusive personal and subject matter jurisdiction over any action or proceeding with respect to
any claim arising out of or related to this Agreement, and any of the documents or transactions
contained in or contemplated by this Agreement; provided, however, that the Parties agree that the
United States District Court for the Central District of California (together with the Bankruptcy
Court, the “Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the Bankruptcy
Cases are closed and if the Bankruptcy Cases are not reopened to adjudicate such claim after
request by the Party bringing such claim or (ii) the Bankruptcy Court determines that it does not
have jurisdiction over such claim. Solely in connection with claims arising under this Agreement,
or any of the documents or transactions contemplated hereby, the Parties (a) irrevocably submit to
the exclusive jurisdiction of the Chosen Courts, (b) waive any objection to laying venue in any
such action or proceeding in the Chosen Courts, (c) waive any objection that the Chosen Courts
are an inconvenient forum or do not have jurisdiction over any Party hereto, and (d) agree that
service of process upon such Party in any such action or proceeding shall be effective if notice is
given in accordance with Section 6.3 hereof.
Section 6.12 Mediation. If a dispute arises out of or relates to this contract, or the breach thereof,
and if the dispute cannot be settled through negotiation, the Parties agree first to try in good faith
to settle the dispute by mediation administered by the American Arbitration Association under its
Commercial Mediation Procedures before resorting to litigation in accordance with the terms of
this Agreement. Any such mediation shall take place in Los Angeles, California and be subject to
the governing law as set forth in this Agreement.
Section 6.13 Counterparts. This Agreement may be executed in one or more counterparts, each
of which will be deemed to constitute an original, but all of which shall constitute one and the
same agreement, and may be delivered by facsimile or other electronic means intended to preserve
the original graphic or pictorial appearance of a document.
Section 6.14 Ownership of Intellectual Property. Subject to the provisions of the APA, each of
the Parties shall retain all right, title and interest in and to their respective intellectual property and
data and other proprietary and other assets.
Section 6.15 Service Standards. Service Provider shall use commercially reasonable efforts to
provide the Services to be provided by it in accordance with all applicable laws, rules and
regulations and in a professional, competent, workman-like and timely manner.
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Section 6.16 Severability. The provisions of this Agreement shall be deemed severable and the
invalidity or unenforceability of any provision shall not affect the validity or enforceability of the
other provisions hereof. If any provision of this Agreement, or the application thereof to any
circumstance, is found by a court or other governmental authority of competent jurisdiction to be
invalid or unenforceable, the remainder of this Agreement and the application of such provision to
other circumstances shall not be affected by such invalidity or unenforceability, nor shall such
invalidity or unenforceability affect the validity or enforceability of such provision, or the
application thereof, in any other jurisdiction. If any provision of this Agreement is so broad as to
be unenforceable, the provision shall be interpreted to be only so broad as would be enforceable.
Section 6.17 Force Majeure. No Party shall be liable for nonperformance or late performance of
any of its obligations under this Agreement to the extent and for such periods of time as such
nonperformance, or late performance is due to reasons outside such Party’s control (including any
arising from the SARS-CoV-2 virus or mutations therefrom or in connection with the disease
COVID-19), including acts of God, war (declared or undeclared), riots, revolutions, fire, floods,
explosions, sabotage, nuclear incidents, lightning, weather, earthquakes, storms, sinkholes,
epidemics, failure of utilities, (or similar nonperformance or late performance of suppliers or
subcontractors). In the event of any such nonperformance or late performance, the Service
Provider shall use commercially reasonable efforts to restore or resume the Services within a
reasonable period of time.
Section 6.18 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all Parties.
IN WITNESS WHEREOF, the Parties have executed this Agreement as of the Signing Date.
NAME
By:
Name:
Title:
NAME
By:
Name:
Title:
NAME
By:

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC.
By:
Name:
Title:
VERITY HOLDINGS, LLC
By:
Name:
Title:
ST. FRANCIS MEDICAL CENTER
By:
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Name:

Name:

Title:

Title:
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Schedule A
to TSA
Services to be Provided by Purchaser to Sellers
I.

Phase One: [from closing date to 6-9 months thereafter]
A.
Description of Services: Purchaser will assist in activities related to the Debtors’ efforts
in support of its winding down activities, including accounting for monthly transactions, assisting
in materials management and purchasing, facilitating voucher and payment of accounts payable
and financial reporting. Purchaser will assist Debtors’ in additional winding down activities,
including facilitating the Debtors’ efforts in claims reconciliation, contracts
rejections/assumptions, preparing W2s and 1099s, and preparing tax returns.
B.

Accounting - TBD

C.

Accounts Payable / Supply Chain - TBD

D.

Human Resources / Payroll - TBD

E.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades
as needed to perform services for all applications. List of applications: - TBD
II.

Phase Two: [from end of Phase I to two years thereafter]
A.
data.

Description of Services: Purchaser will continue to archive and provide access to select

B.

Accounting / Finance - TBD

C.

Human Resources / Payroll - TBD

D.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades
as needed to perform services for all applications. List of applications: - TBD
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Schedule B
to TSA
Office Space for Use by Sellers
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Exhibit 5.8(c) to APA
Accepted Conditions (Attorney General)

See attached.
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Conditions to the Sale of St. Francis Medical Center1 and Approval of the Asset Purchase
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC,
St. Francis Medical Center and Prime Healthcare Services, Inc. (“Purchaser”)
These Conditions shall be legally binding on Verity Health System of California, Inc., a California
nonprofit public benefit corporation, Verity Holdings, LLC, a California limited liability company,
St. Francis Medical Center, a California nonprofit public benefit corporation, and St. Francis
Medical Center Foundation, a nonprofit public benefit corporation and Purchaser, a Delaware
corporation, any other subsidiary, parent, general partner, limited partner, member, affiliate,
successor, successor in interest, assignee, or person or entity serving in a similar capacity of any
of the above-listed entities including, but not limited to, any entity succeeding thereto as a result
of consolidation, affiliation, merger, or acquisition of all or substantially all of the real property or
operating assets of St. Francis Medical Center, or the real property on which St. Francis Medical
Center is located, any and all current and future owners, lessees, licensees, or operators of St.
Francis Medical Center, and any and all current and future lessees and owners of the real property
on which St. Francis Medical Center is located.
The transaction conditionally approved by the Attorney General consists of _____________.
All the entities listed in Condition I, and any other parties referenced in the above agreements shall
fulfill the terms of these agreements or documents and shall notify and obtain the Attorney
General’s approval in writing of any proposed modification or rescission of any of the terms of
these agreements or documents. Such notifications shall be provided at least sixty days prior to
their effective date in order to allow the Attorney General to consider whether they affect the
factors set forth in Corporations Code section 5917 and obtain the Attorney General’s approval.
For ten years from the closing date of the Asset Purchase Agreement, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and all future owners, managers, lessees,
licensees, or operators of St. Francis Medical Center shall be required to provide written notice to
the Attorney General sixty days prior to entering into any agreement or transaction to do any of
the following:
Sell, transfer, lease, exchange, option, convey, manage, or otherwise dispose of St. Francis Medical
Center;
Transfer control, responsibility, management, or governance of St. Francis Medical Center. The
substitution, merger or addition of a new member or members of the governing body of Purchaser
that transfers the control of, responsibility for or governance of St. Francis Medical Center, shall
be deemed a transfer for purposes of this Condition. The substitution or addition of one or more
members of the governing body of Purchaser, or any arrangement, written or oral, that would
transfer voting control of the members of the governing body of Purchaser shall also be deemed a
transfer for purposes of this Condition.

1

Throughout this document, the term “St. Francis Medical Center” shall mean the general acute care hospital located
at 3630 East Imperial Highway, Lynwood, CA 90262, and any other clinics, laboratories, units, services, or beds
included on the license issued to St. Francis Medical Center by the California Department of Public Health, effective
January 1, 2019, unless otherwise indicated.
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For ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical Center
shall be operated and maintained as a licensed general acute care hospital (as defined in California
Health and Safety Code Section 1250) and shall maintain and provide 24-hour emergency and
trauma medical services at no less than current2 licensure and designation with the same types
and/or levels of services, including the following:
46 emergency treatment stations at a minimum;
Designation as a Level II Trauma Center;
Designation as a 5150 Receiving Facility, as defined by the Welfare and Institutions
Code, section 5150, for behavioral health patients under involuntary evaluation;
Psychiatric evaluation team;
Designation as an Emergency Department Approved for Pediatrics (EDAP);
Designation as a Paramedic Base Station; and
Certification as a Primary Stroke Center.
Purchaser must give one-year advance written notice to the Los Angeles County Emergency
Medical Services Agency and the California Department of Public Health if St. Francis Medical
Center seeks to reduce trauma or trauma-related care services or stop operating the Level II Trauma
Center after ten years from the closing date of the Asset Purchase Agreement.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
shall maintain on-call coverage contracts and/or comparable coverage arrangements with
physicians that are necessary to retain its qualification as a Level II trauma center. The following
on-call coverage contracts and/or comparable coverage arrangements are required to retain St.
Francis Medical Center’s status as a Level II trauma center:
Neurology;
Obstetrics/gynecology;
Ophthalmology;
Oral or maxillofacial or head and neck;
Orthopedic
Plastic surgery;
Reimplantation/microsurgery capability (this surgical service may be provided through
a written transfer agreement); and
Urology.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the following services at current licensure, types, and/or levels of services:
Cardiac services, including three cardiac catheterization labs and the designation as a
STEMI Receiving Center;
Critical care services, including a minimum of 36 intensive care unit beds or 24
intensive care beds and 12 definitive observation beds;
Neonatal intensive care services, including a minimum of 29 neonatal intensive care
beds, and at minimum, maintaining a Level II NICU;
2

The term “current” or “currently” throughout this document means as of January 1, 2019.
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Women’s health services, including women’s imaging services;
Pediatric services, including a designated area with at least five general acute care beds
for pediatric services;
Orthopedic and rehabilitation services;
Wound care services;
Behavioral health services, including a minimum of 40 distinct part inpatient acute
psychiatric beds; and
Perinatal services, including a minimum of 50 perinatal beds.
Purchaser shall not place all or any portion of its above-listed licensed-bed capacity or services in
voluntary suspension or surrender its license for any of these beds or services.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the same types and/or levels of women’s healthcare services currently
provided at the location below or a location within three miles of St. Francis Medical Center:
Family Life Center at St. Francis Medical Center, located at 3630 E Imperial Highway,
Lynwood, California.
For at least five years from the closing date of the Asset Purchase Agreement, Purchaser shall
either: (1) operate clinics (listed below) with the same number of physicians and mid-level
provider full-time equivalents in the same or similar alignment structures, or (2) sell the clinics
(listed below) with the same number of physician and mid-level provider full-time equivalents and
require the purchaser(s) to maintain such services for 5 years from the closing date of the Asset
Purchase Agreement and to participate in the Medi-Cal and Medicare programs as required in the
conditions herein, or (3) ensure that a third party is operating the clinics (listed below) with the
same number of physician and mid-level provider full-time equivalents and require the third party
to maintain such services for 5 years from the closing date of the Asset Purchase Agreement and
to participate in the Medi-Cal and Medicare programs as required in the conditions herein. For
any of these options, each clinic can be moved to a different location within a three-mile radius of
each clinic’s current location, and St. Francis Medical Center can utilize an alternative structure in
providing such services. The following clinic is subject to this condition:
Orthopedic services at 3628 E. Imperial Highway, Suite 300, Lynwood, California.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall:
Be certified to participate in the Medi-Cal program at St. Francis Medical Center;
Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal Managed
Care Plans to provide the same types and levels of emergency and non-emergency services at St.
Francis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-Cal and Medi-Cal
Managed Care) as required in these Conditions, on the same terms and conditions as other similarly
situated hospitals offering substantially the same services, without any loss, interruption of service
or diminution in quality, or gap in contracted hospital coverage, unless the contract is terminated
for cause or not extended or renewed by the Medi-Cal Managed Care Plan:
Local Initiative: L.A. Care Health Plan or its successor; and
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Commercial Plan: Health Net Community Solutions, Inc. or its successor.
If Purchaser questions whether it is being reimbursed on the same terms and conditions as other
similarly situated hospitals offering substantially the same services, it shall notify the Attorney
General’s Office with at least 120 days’ notice prior to taking any action that would effectuate any
loss, interruption of service or diminution in quality, or gap in contracted hospital coverage or prior
to giving any required notice of taking such action.
Be certified to participate in the Medicare program by maintaining a Medicare Provider Number
to provide the same types and levels of emergency and non-emergency services at St. Francis
Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare Managed
Care), on the same terms and conditions as other similarly situated hospitals, as required in these
Conditions.
For six fiscal years from the closing date of the Asset Purchase Agreement, Purchaser shall provide
an annual amount of Charity Care (as defined below) at St. Francis Medical Center equal to or
greater than $8,000,000 (the Minimum Charity Care Amount). For purposes hereof, the term
“charity care” shall mean the amount of charity care costs (not charges) incurred by Purchaser in
connection with the operation and provision of services at St. Francis Medical Center. The
definition and methodology for calculating “charity care” and the methodology for calculating
“costs” shall be the same as that used by Office of Statewide Health Planning Development
(OSHPD) for annual hospital reporting purposes.3
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the closing date of
the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any,
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in
the Los Angeles-Long Beach-Anaheim Average Base Period: 1982-84=100 (CPI-LA, as published
by the U.S. Bureau of Labor Statistics).
If the actual amount of charity care provided at St. Francis Medical Center for any fiscal year is
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced
Consumer Price Index) required for such fiscal year, Purchaser shall pay an amount equal to the
deficiency to one or more tax-exempt entities that provide direct healthcare services to residents
in the St. Francis Medical Center’s service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such
payment(s) shall be made within six months following the end of such fiscal year.
For six fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall provide
an annual amount of Community Benefit Services at St. Francis Medical Center equal to or greater
3

OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, “the determination of
what is classified as . . . charity care can be made by establishing whether or not the patient has the ability to pay. The
patient’s accounts receivable must be written off as bad debt if the patient has the ability but is unwilling to pay off
the account.”
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than $1,139,301 (the “Minimum Community Benefit Services Amount”) exclusive of any funds
from grants. For six fiscal years, the following community benefit programs and services shall
continue to be offered at its current or equivalent location:
Southern California Crossroads Program;
Health Benefit Resource Center;
Welcome Baby Program;
Healthy Community Initiatives;
American Career College access for onsite training;
Paramedic Training and Education; and
Patient Transportation support.
The planning of, and any subsequent changes to, the community benefit services provided at St.
Francis Medical Center shall be decided after consultation with the Local Governing Board of
Directors.
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the effective date
of the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Community Benefit
Services Amount shall be increased (but not decreased) by an amount equal to the Annual Percent
increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for All Urban
Consumers in the Los Angeles-Long Beach-Anaheim Average Base Period: 198284=100 (CPILA, as published by the U.S. Bureau of Labor Statistics).
If the actual amount of community benefit services provided at St. Francis Medical Center for any
fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted pursuant
to the above-referenced Consumer Price Index) required for such fiscal year, Purchaser shall pay
an amount equal to the deficiency to one or more tax-exempt entities that provide community
benefit services for residents in St. Francis Medical Center’s service area (31 ZIP codes), as
defined on as described on page 54 in the Healthcare Impact
Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such payment(s) shall be
made within six months following the end of such fiscal year.
For at least ten years from the closing date of the Asset Purchase Agreement unless otherwise
indicated, Purchaser shall maintain its contracts and any amendments and exhibits thereto with the
City and/or County of Los Angeles for services, including the following:
Participation in the Hospital Preparedness Program between the Hospital and Los
Angeles County;
Department of Mental Health Legal Entity Contract between the Hospital and Los
Angeles County;
Paramedic Base Hospital Services between the Hospital and Los Angeles County;
Radiation Therapy Services between the Hospital and Los Angeles County;
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Designation Agreement between the County of Los Angeles Department of Mental
Health (LAC-DMH) and the Hospital and approved as a 72-hour Evaluation and
Intensive Treatment facility;
Trauma Center Service Agreement between the Hospital and Los Angeles County; and
Paramedic Training Institute Students between the Hospital and Los Angeles County.
For at least ten years from the closing date of the Asset Purchase Agreement, Purchaser shall
provide to the Los Angeles County Department of Health Services and Los Angeles County of
Department of Mental Health information and documents related to staffing assessments, clinical
guidelines, services provided, and technology needs for St. Francis Medical Center. The goal is
to ensure that Purchaser’s decisions or changes in these areas will not be motivated by a desire to
move away from serving the Medi-Cal population. Such information and documents will also be
provided to the Local Governing Board.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall have at St.
Francis Medical Center a Local Governing Board of Directors. Purchaser shall consult with the
Local Governing Board of Directors prior to making changes to medical services, community
benefit programs, making capital expenditures, including making changes to the charity care and
collection policies, and making changes to charity care services provided at St. Francis Medical
Center. The members of the Local Governing Board shall include physicians from St. Francis
Medical Center’s medical staff, St. Francis Medical Center’s Chief of Staff, one member
designated by the Los Angeles County Board of Supervisors, and community representatives from
St. Francis Medical Center’s primary service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019 attached hereto as
Exhibit 1, including at least one member from a local healthcare advocacy group. Such
consultation shall occur at least sixty days prior to the effective date of such changes or actions
unless done so on an emergency basis. The Local Governing Board’s approval is required of all
reports submitted to the Attorney General regarding compliance with these Conditions.
Purchaser shall commit to reserve or expend for St. Francis Medical Center for capital
improvements to the hospital over the five-year period from the closing of the Asset Purchase
Agreement, the amount of capital that remains unexpended from the $180 million commitment
required of Blue Mountain Capital Management, LLC as part of the Attorney General Conditions
approved on December 3, 2015 but this amount can be no less than $5.8 million among St. Francis
Medical Center, Seton Medical Center and St. Vincent Medical Center. Purchaser understands
that such condition has previously been satisfied but will still commit to expend approximately
$35 million on St. Francis Medical Center over the five-year period from the closing of the Asset
Purchase Agreement.
Purchaser shall commit the necessary investments required to maintain OSHPD seismic
compliance requirements at the Hospital through 2030 under the Alfred E. Alquist Hospital
Facilities Seismic Safety Act of 1983, as amended by the California Hospital Facilities Seismic
Safety Act, (Health & Safety. Code, § 129675-130070).
Purchaser shall maintain privileges for current medical staff who are in good standing as of the
closing date of the Asset Purchase Agreement. Further, the closing of the Asset Purchase
Agreement shall not change the independence of the medical staff.
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There shall be no discrimination against lesbian, gay, bisexual, or transgender individuals at St.
Francis Medical Center, and no restriction or limitation on providing or making reproductive
health services available at St. Francis Medical Center, its medical office buildings, or at any of its
facilities. Both of these prohibitions shall be set forth in Purchaser’s written policies, adhered to,
and strictly enforced.
For eleven fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall
submit to the Attorney General, no later than four months after the conclusion of each fiscal year,
a report describing in detail compliance with each Condition set forth herein. The Chairman of
the Board of Directors of Purchaser shall certify that the report is true, accurate, and complete and
provide documentation of the review and approval of the report by the Local Governing Board.
At the request of the Attorney General, all parties listed in Condition I, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and any other parties referenced in the
agreements listed in Condition II shall provide such information as is reasonably necessary for the
Attorney General to monitor compliance with these Conditions and the terms of the transaction as
set forth herein. The Attorney General shall, at the request of a Party and to the extent provided
by law, keep confidential any information so produced to the extent that such information is a trade
secret or is privileged under state or federal law, or if the private interest in maintaining
confidentiality clearly outweighs the public interest in disclosure.
Once the Asset Purchase Agreement is closed, and so long as such actions are consistent with the
Asset Purchase Agreement, all parties listed in Condition I, and any other parties referenced in the
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the
applicability and compliance with each and every Condition and to have waived any right to seek
judicial relief with respect to each and every Condition.
The Attorney General reserves the right to enforce each and every Condition set forth herein to the
fullest extent provided by law. In addition to any legal remedies the Attorney General may have,
the Attorney General shall be entitled to specific performance, injunctive relief, and such other
equitable remedies as a court may deem appropriate for breach of any of these Conditions.
Pursuant to Government Code section 12598, the Attorney General’s office shall also be entitled
to recover its attorney fees and costs incurred in remedying each and every violation.
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DISCLOSURE SCHEDULES
To
ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and
___________________________________________
(as “Purchaser”)

Dated [______, 2020]
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Schedule 1.1(a)(i) – Base Price Adjustment
Annualized Normalized earnings before interest, depreciation, amortization (EBITDA) shall mean
the actual reported EBITDA including restructuring charges and any COVID-related payments or
expenses that were realized in the period normalized by adjusting the revenues and expenses to
remove the effect of one-time items and allocating revenue and expense items over the period to
which they apply, consistent with the normalization done in a “quality of earnings” analysis.
Specifically, the EBITDA will be normalized by subtracting QAF revenues and adding back QAF
expenses reflected in the Monthly Operating Reports and adding the one-month average net benefit
of a the complete QAF Cycle VI net benefit. COVID reimbursement related to specific patient
accounts will be reflected in the period billed. COVID grants and other forms of funding, not
related to specific patient accounts, will be applied to the designated period as specified in the
funding to compensate for COVID related costs incurred and reflected in the periodic income
statement.
Prior period annualized Normalized shall mean the atactual reported EBITDA including
restructuring charges and any COVID-related payments or expenses that were realized in the
period normalized by adjusting the revenues and expenses to remove the effect of one-time items
and allocating revenue and expense items over the period to which they apply, consistent with the
normalization done in a “quality of earnings” analysis. Specifically, the EBITDA will be
normalized by subtracting QAF revenues and adding back QAF expenses reflected in the Monthly
Operating Reports and adding the one-month average net benefit of a the complete QAF Cycle VI
net benefit. COVID reimbursement related to specific patient accounts will be reflected in the
period billed. COVID grants and other forms of funding, not related to specific patient accounts,
will be applied to the designated period as specified in the funding to compensate for COVID
related costs incurred and reflected in the periodic income statement.
A sample calculation for the period ended February 2020 is attached hereto including the
normalizing adjustment for QAF VI, corporate overhead, restructuring charges and any COVID
related payments or expenses that were realized in a period but should be allocated to other periods.
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Schedule 2.0
I. Ebitda Measurement Calcualtion (2020)
a)
b)
C)
d)
e)

Normalized month-end EBITDA, for the period 1 complete month prior to close of transaction
Normalized month-end EBITDA, for the period 2 complete month prior to close of transaction
Normalized month-end EBITDA, for the period 3 complete month prior to close of transaction
Total (Sum of a + b + c)
Annualize EBITDA Measurement (d * 4)

II. Ebitda Baseline Measurement Calculation (2019)
F)
G)
H)
I)
J)

Normalized month-end EBITDA, for the the same calandar month as a) in the EBITDA Measurement calcualtion
Normalized month-end EBITDA, for the the same calandar month as b) in the EBITDA Measurement calcualtion
Normalized month-end EBITDA, for the the same calandar month as c) in the EBITDA Measurement calcualtion
Total (Sum of E + F + G)
Annualize EBITDA Measurement (I) * 4)

KK) EBITDA variance Baseine (J <e>)
LL) MAC Hurdle
MAC Adjustment: If Variance is greater than $50M (KK <LL>)

$

50,000,000

Schedule 2.0 Example

St. Francis Medical Center
Operating results
May-19

$ in 000's
Net patient revenue
Other revenue
Net QAF
Total revenue

$

20,353
13,889
56,014
90,256

Jun-19
$

19,605
12,893
2,448
34,946

Jul-19
$

21,019
11,969
32,988

Salaries and benefits
Pension
Supplies
Purchased services
Corp allocations
Depreciation and amortization
Interest, net
Total expenses

19,143
78
3,736
9,533
4,530
679
317
38,017

20,784
78
3,717
12,882
3,579
701
318
42,060

19,613
160
3,728
10,626
4,531
667
317
39,642

Operating (loss) / income

52,239

(7,114)

(6,653)

Reorganization costs

2,407

1,620

Excess / (deficit) of revenue over exps

$

$

(8,562) $

(8,273)

QAF Normalization
QAF V net benefit by month
QAF VI net benefit by month
Back out Net QAF recorded
Net QAF Normalization

7,026
(56,014)
$ (48,988) $

7,026
(2,448)
4,579 $

6,634
6,634

EBIDA Adjustments
Add back:
Corp allocations
Depreciation and amortization
Interest, net
Reorganization costs
Normalized EBIDA

49,833

1,448

4,530
679
317
2,407
$

8,778

3,579
701
318
1,448
$

May to July 2019 Normalized EBIDA, Annualized
Closing date: 9-1-20
July EBITDA
June EBITDA
May EBITDA
Total 3-months
Annualized = Baseline EBITDA
HYPOTHETICAL EXAMPLE
July EBITDA
June EBITDA
May EBITDA
Total 3-months
Annualized = MAC Calculation EBITDA
Variance to Baseline
MAC Hurdle
QAF V Payments to Purchaser

2019
5,496
2,063
8,778
$ 16,337
$ 65,348
$

$

$
$
$
$
$

A

2020
1,000
1,000
2,000
8,000 B
(57,348) B-A
(50,000)
7,348

2,063

4,531
667
317
1,620
$

5,496

$

65,348

Department of Public Health –
Mammography X-Ray Equipment and
Facility 3 Dimension
Department of Public Health - Medical
Waste Generator Small Quantity
Department of Public Health - Medical
Waste Large Quantity Management
Program
Hospital License
Tissue Bank License - FLC
Tissue Bank License - Hospital OR
Department of Transportation Division
Aeronautics - Heliport(TLOF) Permit
DEA Controlled Substance Registration
Institute for Medical Quality – Continuing
Medical Education Certificate
South Coast Air Quality Management
District - Rule 2202-On Road Motor
Vehicle Mitigation Options
Conveyance Permit

20669

8/4/2022

SQG37254

4/16/2020

No. 289

11/16/2020

930000157
CTB 00080570
CTB 00080568
LA-179(H)

12/31/2020
12/12/2020
12/12/2020

BS7805609
N/A

2/28/2023
12/31/2021

14924

7/15/2020

107436

2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/21/2020
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,

Conveyance Permit

107437

Conveyance Permit

107438

Conveyance Permit
Conveyance Permit

113252
113372

Conveyance Permit

113373
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Conveyance Permit
Conveyance Permit

113374
113375

Conveyance Permit

113401

Conveyance Permit

121533

Conveyance Permit

121535

Conveyance Permit

121557

Conveyance Permit

36304

Conveyance Permit

36305
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inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/21/2020
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/202
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.

Conveyance Permit

90171

Conveyance Permit

99368

Conveyance Permit

99562

Conveyance Permit

99563

Conveyance Permit

99564

Conveyance Permit

99565

Radioactive Material License
The College of America Pathologists
Laboratory Certification
The Joint Commission - Hospital
Accreditation Program
The Joint Commission - Primary Stroke
Federal Communications Commission
Private Radio Licenses

0488-19
2273801

New permits expected
in April 2020.
2/7/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
2/8/2020
Renewal in process,
inspection occurred
February 17-19, 2020.
New permits expected
in April 2020.
6/28/2024
8/22/2021

9953

10/27/2021

9953
KUX246

6/21/2020
2/9/2024
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525
539
550

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

556

St. Francis
Medical Center

557

St. Francis
Medical Center

625

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

631
647
670
830
838
871
896
906

907

St. Francis
Medical Center

919

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center

920
992
993
994

St. Francis
Medical Center
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HARDY DIAGNOSTICS

MANUAL MICROBIOLOGY

12/31/2019

$7,043.31

HELMER SCIENTIFIC

GENERAL LABORATORY
PRODUCTS
LEASE-AS TENANT

3/31/2021

$131.75

4/30/2019

$0.00

LEASE-AS TENANT

4/30/2019

LEASE-AS TENANT

4/30/2019

HISTOLOGY AND
CYTOLOGY
PERFUSION PRODUCTS

3/31/2021

$445.41

1/31/2021

$2,075.00

Maintex Inc

HOUSEKEEPING SUPPLIES

12/31/2019

$2,500.00

MEDCOMP

DIALYSIS PRODUCTS

10/31/2020

$4,623.00

MERCEDES MEDICAL
INC
MICROTEK MEDICAL
(ECOLAB)
NEUROSTRUCTURES INC

HISTOLOGY AND
CYTOLOGY
OR EQUIPMENT DRAPES

1/31/2021

$910.00

3/31/2019

$21,008.98

SPINAL IMPLANTS AND
PRODUCTS
RAPID DIAGNOSTIC TEST
KITS
LEASE-AS LANDLORD

6/22/2019

$3,307.50

10/31/2021

$7,270.80

LEASE-AS LANDLORD

12/31/2047

DIR PRODUCTS

1/31/2020

NEUROVASCULAR INT
RADIOLOGY
ARTHROSCOPY SUPPLIES

8/31/2020

SKIN INTEGRITY: WOUND
CARE

3/31/2020

SKIN INTEGRITY: SKIN
CLENSER

3/31/2020

HOPEVALE PROPERTIES
LP (RELIABLE
PROPERTIES) FKA
CHUNG SUK PU FKA WIN
PROPERTY
MANAGEMENT
HUFFBURT PROPERTY
LLC (FKA JAMES H.
DEWALD TRUST)
HUFFBURT PROPERTY
LLC (FKA JAMES H.
DEWALD TRUST)
LEICA MICROSYSTEMS
INC
LIVANOVA USA INC

ORASURE
TECHNOLOGIES INC
PACIFIC MEDICAL
BUILDINGS L.P. (ST.
FRANCIS LYNWOOD
MEDICAL PLAZA, LLC)
PACIFIC MEDICAL
BUILDINGS L.P. (ST.
FRANCIS LYNWOOD
MEDICAL PLAZA, LLC)
PENUMBRA INC

$0.00

12/31/2047
$0.00

$7,985.48
PENUMBRA INC
SMITH & NEPHEW INC
ENDOSCOPY DIV
SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV
SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV

5

4/30/2019

$223,752.45

995

St. Francis
Medical Center

996

St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
St. Francis
Medical Center
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SMITH & NEPHEW INC
WOUND MANAGEMENT
DIV
SMITH & NEPHEW
ORTHOPEDIC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
SMITHS MEDICAL ASD
INC
ST JUDE MEDICAL
ST JUDE MEDICAL
ST. FRANCIS LYNWOOD
MEDICAL PLAZA, LLC
St. Francis Multispecialty
Clinic
STRYKER ORTHOPEDICS
STRYKER ORTHOPEDICS
Verity Medical Foundation
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SURGICAL WOUND
DEBRIDEMENT

5/31/2020

ORTHO TOTAL JOINT
IMPLANTS
ARTERIAL BLOOD GAS
KITS
SAFETY HUBER NEEDLES

9/30/2019

INFUSION DEVICES

1/31/2020

PULSE OXIMETRY AND
CAPNOGRAPHY
SAFETY HYPODERMIC
PRODUCTS
SAFETY IV CATHETERS

4/30/2021

TRACHEOSTOMY TUBES

9/30/2021

TEMPERATURE
MONITORING PRODUCTS
REGIONAL ANESTHESIA
TRAYS
DIC PRODUCTS

12/31/2018

CARDIAC RHYTHEM
MANAGEMENT
LEASE-AS TENANT

11/14/2020
12/31/2021

$97,282.52

SUBLEASE AGREEMENT

1/31/2018

$0.00

ORTHOPEDIC TOTAL
JOINT PRODUCTS
GENERAL ORTHO
TRAUMA PRODUCTS
SUBLEASE AGREEMENT

5/31/2020

11/30/2020
2/28/2021

9/30/2019

$6,818.23

9/30/2019

1/31/2019
6/30/2019

10/31/2019
12/31/2020

$567.79

$398,744.58
$7,700.00

561

V Hold.

Yamamoto,
Kenneth MD

Lease-as Landlord

5/31/2019

$0.00

$0.00

$0.00

Added

V Hold.

House Ear
Institute

Tenant Lease

2/28/2021

$0.00

$0.00

$0.00

Added

V Hold.

Rolando
Mercader, M.D.

Tenant Lease

7/31/2020

$0.00

$0.00

$0.00

Added

V Hold.

Diane Clark

Tenant Lease

Monthly

$0.00

$0.00

$0.00

Added

V Hold.

Gregory Slack

Tenant Lease

Monthly

$0.00

$0.00

$0.00

Added

V Hold.

Marco Monteon

Tenant Lease

Monthly

$0.00

$0.00

$0.00
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Schedule 1.7(I) - Permitted Exceptions
None.
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Schedule 1.8(bb) - Other Excluded Assets
None.
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Schedule 1.9(i) - Other Obligations
None.
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Schedule 2.4 – Seller’s Knowledge of Breach or Default
None.
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Schedule 2.5 - Brokers and Finders (Sellers)
Cain Brothers, a division of KeyBanc Capital Markets.
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Schedule 2.7 - Compliance (Sellers)
See Confidential Side Disclosure Letter, dated of even date herewith.
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Schedule 2.8 - Required Consents (Sellers)
None, other than those consents required under §365 of the Bankruptcy Code.
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Schedule 2.9(b) - Environmental Matters (Sellers)
Underground storage tank non-compliance notice issued by Los Angeles Department of Water
and Power (LADWP) in September 2016 to Saint Francis Medical Center. Seller removed tank
per closure permit issued to Saint Francis Medical Center by LADWP. There was no soil
contamination or clean up necessary.
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Schedule 2.11 - Missing Material Licenses (Sellers)
SFMC timely submitted the laboratory license for renewal and has received confirmation that
CDPH Laboratory Field Services has received the renewal, is processing it, and the hospital may
continue testing without penalty.
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Schedule 2.13 - Non-Bankruptcy Court Legal Proceedings (Sellers)
See attached folder “Schedule 2.13 - Non-Bankruptcy Court Legal Proceedings”
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Schedule 2.19 - List of Excluded Individuals (Sellers)
None.
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Schedule 3.4 - No Violation (Purchaser)
None.
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Schedule 3.7 - Legal Proceedings (Purchaser)
None.
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Schedule 5.3 - Hospital Employees
See attached folder “Schedule 5.3 Hospital Employees”
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Haith, Leilani
Sutton, Tina
Jean, Marlene
Ponce, Diana
Balderas-St. Pierre,
Luz
Balderas-St. Pierre,
Luz
Monteon, Marco
Padilla, Rebecca
Werner, Wendie
Monteon, Angie
Gardea, Richard
Casey, Rochelle
Bombay, Maura
Anaya, Gloria
Jones, Lisa
Herrera, Martha
Gardea, Richard
Silva, Marcelina
Silva, Marcelina
Anaya, Gloria
Lee, Belinda
Mendez, Maria
Quiñonez, Maria
Hernandez, Lorena
Reed, Charotta
Wang, Xiaoling
Ganzon, Nancy
Martinez, Marina C
Mendez, Maria
Infante, Elida
Harris, Gloria
Wills, Ora
McCoy, Virginia
Maravilla, Fernando
Sears, Andrea
Giannelli, Michelle
Jornacion, Wilfredo
Martirosyan, Alik
Epps, Cleveland
Plaza, Caroline
Elizalde Maria
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11/17/2016 ADJ1066160
3/5/2013 ADJ11216966
3/2/2010 ADJ7610324
10/19/2015
10/17/2015
11/18/2016
9/20/2016
1/25/2009
10/17/2010
9/5/2012
4/26/2004
11/7/2015
9/16/2006
3/21/2009
1/6/2004
1/31/2012
5/8/2014
1/14/2015
4/6/2016
8/14/2009
1/13/2015
4/20/2015
7/10/2015
4/8/2013
2/18/2010
1/11/2012
3/20/2012
2/6/2015
2/8/2016
5/14/2006
7/27/1984
8/17/1989
1/24/2017
2/15/2017
2/28/2017
3/2/2017
5/18/2017
6/6/2017
6/23/2017
6/27/2017
6/27/2017
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ADJ12088746
ADJ7620832
ADJ9223401
ADJ11072161
ADJ11332260
ADJ5815856
ADJ7228730
ADJ772382
ADJ8485301
ADJ11073773

ADJ7228730
ADJ12991056
ADJ12209*530
ADJ8942433
ADJ7309641
ADJ8180221
ADJ8391108
ADJ11955687
ADJ12209530
ADJ4439918
ADJ1323480
ADJ2755470
ADJ10802194
ADJ10772424

ADJ12475946
ADJ11035557
ADJ12089432
ADJ11186591

Harris, Stanley
Espinoza, Ramon
Harris, Stanley
Diaz, Gabriela
Malone, Veronica
Medal, Sonia
Gardea, Richard
Torres-Olivares, Maria
Dacio, Joicelyne
Roots Chandra
King, LaVonda
Monteon Marco
Zavala, Mayra
Jones, Leatrice
Casey, Rochelle
Ramirez, Teresita
Smith, Rita
Meza, Maria
Scrubb, Jacqueline
Chavez, Sandra
Boub, Theodore
Armstrong, Gary
Rodriguez, Isaac
Ricketts, Chanel
Cariaso, Sylvester
Monteon, Marco Jr
Duffy, Earl
Jadraque-Olmos, Anna
Dominguez, Cassidy
Williams, Linda
Hill, Larry
Palomares, Reyna
Pham, Patty
Duran, Monica
Giannelli, Michelle
Santos, Grace Mary
Morales Silva, Angelita
Morales Silva, Anqelita
Duronslet, Devine
Alonza, Kathryn
Malone, Veronica
Partida, Aurelio
Washington, Shirlee
US_Active\114483166\V-6

11/22/2017
10/10/2017
5/15/2018
6/9/2018
12/21/2017
1/9/2018
6/30/2016
1/11/2018
12/31/2017
1/26/2018
2/1/2018
2/8/2018
2/28/2018
4/5/2018
7/18/2018
8/22/2018
10/1/2018
10/4/2018
11/16/2018
12/4/2018
2/13/2018
2/1/2019
2/27/2019
3/9/2019
7/3/2014
2/25/2019
5/23/2019
6/10/2019
5/21/2019
7/15/2019
5/17/2019
7/31/2019
7/26/2019
8/2/2019
8/27/2019
9/6/2019
8/14/2019
8/21/2019
9/21/2019
9/20/2019
4/19/2019
10/1/2019
10/6/2019
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ADJ11498006
ADJ11498006
ADJ12557870
ADJ11664975
ADJ11072161
ADJ11799845
ADJ12964974
ADJ12088798

ADJ11395500

ADJ11906361

ADJ11965517
ADJ2488567
ADJ2050556
ADJ12129607
ADJ12092140
ADJ1271881
ADJ12411106

ADJ12566853
ADJ12795212

ADJ12504328
ADJ2505618

ADJ12557869
ADJ12640087

ASSET PURCHASE AGREEMENT
This Asset Purchase Agreement (the “Agreement”) is made and entered into as of
________April 3, 2020 (the “Signing Date”) by and among St. Francis Medical Center, a
California nonprofit public benefit corporation (“SFMC”), Verity Holdings, LLC (“Verity
Holdings”), a California limited liability company and Verity Health System of California, Inc., a
California nonprofit public benefit corporation (“VHS” and, together with SFMC and Verity
Holdings,
the
“Sellers”
and
each
individually
a
“SellersSeller”)
and
_______________________________, a __________________Prime Healthcare Services, Inc., a
Delaware corporation (“Purchaser” and, together with the Sellers, the “Parties” and each
individually a “Party”).
RECITALS
A.
SFMC engages in the business of operating a hospital known as St. Francis
Medical Center (“St. Francis”) in the City of Lynwood, California, including the hospital
pharmacy, laboratory and emergency department as well as through the medical office buildings
and clinics owned or operated by SFMC (with St. Francis, collectively referred to herein, as the
“Hospital”).
B.
VHS is the sole member of SFMC and Verity Holdings. Verity Holdings
owns and rents certain properties on or near the Hospital campus.
C.
Purchaser desires to purchase from Sellers, and Sellers desire to sell to
Purchaser, the assets described in Section 1.7 below for the consideration and upon the terms and
conditions contained in this Agreement.
D.
On August 28, 2018, Sellers filed voluntary petitions for relief under
Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code”) within the United
States Bankruptcy Court for the Central District of California, Los Angeles Division, before the
Honorable Ernest M. Robles (the “Bankruptcy Court”), which isare jointly administered with
itstheir affiliates under Case No. Case No. 18-20151 (the “Bankruptcy Cases”).
E.
On February 10, 2020, Sellers filed the Debtors’ Notice of Motion and
Motion for the Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2)
Approving Auction Sale Format, Bidding Procedures and Stalking Horse Bid Protections; (3)
Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling a Court Hearing to
Consider Approval of the Sale to the Highest Bidder; and (5) Approving Procedures Related to the
Assumption of Certain Executory Contracts and Unexpired Leases; and (II) an Order (A)
Authorizing the Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum Of Points And Authorities In Support Thereof [Docket No. ___4069] (the “Bidding
Procedures Motion”) which was approved by an order of the Bankruptcy Court (the “Bidding
Procedures Order”) [Docket No. 4165] and pursuant thereto the partiesParties have entered into
this Agreement.
F.
The partiesParties intend to effectuate the transactions contemplated by this
Agreement through a sale of the Assets pursuant to the Bidding Procedures and as approved by the
Bankruptcy Court pursuant to SectionSections 363 and 365 of the Bankruptcy Code.
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AGREEMENT
NOW, THEREFORE, in consideration of the foregoing premises and the mutual
promises and covenants contained in this Agreement, and for their mutual reliance and
incorporating into this Agreement the above recitals, the partiesParties hereto agree as follows:
ARTICLE 1
SALE AND TRANSFER OF ASSETS;
CONSIDERATION; CLOSING
1.1

Purchase Price.

(a)
Subject to the terms and conditions of this Agreement, the purchase price
(“Purchase Price”)aggregate consideration shall consist of cash payment computedbe as follows:
(a)

Cash payment to Sellers of ________________ ($_____________) (“Base

Price”);
(i)
Payment to Sellers of a cash base purchase price (“Base Price”) as
follows: Two Hundred Million Dollars ($200,000,000); provided, that in
the event at Closing the Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)) is more than Fifty Million Dollars ($50,000,000) less
than the Prior Period Annualized Normalized EBITDA (as defined in
Schedule 1.1(a)(i)), the Purchaser shall offset from the portion of the
remaining QAF V net receipts collected after Closing (but not by more than
an aggregate of Thirty Million Dollars ($30,000,000)) one dollar for every
dollar of difference between Prior Period Annualized Normalized EBITDA
and Annualized Normalized EBITDA over Fifty Million Dollars
($50,000,000) up to Eighty Million Dollars ($80,000,000). In the event that
the QAF V payments are insufficient to satisfy the amount of offset, then
Purchaser shall have offset rights from the Seller’s QAF VI Seller Net
Payments;
(ii)
Sellers shall retain, as an Excluded Asset, the QAF V Payments
(defined below) and the QAF VI Seller Net Payments (defined below) as
described in Section 1.8(b), which are currently estimated at Twenty-Nine
Million Dollars ($29,000,000) in connection with the QAF V Payments and
Eighty-Three Million Dollars ($83,000,000) in connection with the QAF VI
Seller Net Payments;
(iii) Cash payment of Sixty-One Million Dollars ($61,000,000) (the
“A/R Target Amount”) as consideration for the Accounts Receivable
transferred at Closing (subject to adjustment in Section 1.12);
(iv)
Cash payment for Sellers’ payroll liabilities at Closing (the “Payroll
Amount”) (which as of October 31, 2019, had an aggregate value of
approximately Five Million Dollars ($5,000,000));
2
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(v)
Cash payment for accrued vacation and other paid time-off of
Sellers’ employees at Closing (the “PTO Amount”) (which as of October
31, 2019, had an aggregate value of approximately Ten Million Dollars
($10,000,000));
(vi)
(b) An amount equal to the Cure Costs (defined below) associated
with outstanding liabilities of Sellers under any Assigned Leases and/ or
Assigned Contracts (the “Cure Pool”); and
(vii)

(c) An amount determined in accordance with Section 1.6.

(b)
At the Closing, Purchaser shall pay to Sellers, by wire transfer of
immediately available funds to the accounts specified by Sellers to Purchaser in writing, an
aggregate amount equal to the Base Price, plus the A/R Target Amount, plus the Cure Cost
Amount, plus the PTO Amount, plus the Payroll Amount (collectively, the “Purchase Price”),
minus the Deposit (defined below).
(c)
For purposes of this Agreement, the “QAF Program” means the California
Department of Health Care Services (“DHCS”) Hospital Quality Assurance Fee Programs V
(“QAF V”) and VI (“QAF VI”). During the period prior to the Closing, Sellers shall pay or permit
DHCS to offset from amounts owed to St. Francis any fees due and owing prior to the Closing
under QAF V and QAF VI (such payments or offsets shall be included in the formula described in
Section 1.8(b)), and Sellers shall be entitled to retain all payments received under QAF V and QAF
VI.
(d)
Separate from, and in addition to, the Purchase Price, Purchaser commits to
invest Forty-Seven Million Dollars ($47,000,000) in capital expenditures for St. Francis
(including NPC-3 seismic compliance responsibilities).
1.2
Deposit. Purchaser has deposited an amount equal to ten percent (10%) of the Base
Price$27,725,342.48 (the “Initial Deposit”) by wire transfer to Chicago Title Insurance Company
(“Escrow Agent”) pursuant to that certain Escrow Agreement attached hereto as Exhibit 1.2.
OneWithin two (2) business day after the entrancedate of a Sale Orderthe conclusion of the auction
for the Assets, if any, if Purchaser is the Prevailing Bidder (as defined below) and as a result of
such auction has opted to increase the Purchase Price (the “Auction Purchase Price”), Purchaser
shall deposit an additional amount with the Escrow Agent such that the total amount deposited
with the Escrow Agent is equal to ten percent (10%) of the BaseAuction Purchase Price ( and when
funded together with the Initial Deposit, and any additional amount deposited with the Escrow
Agent (if any) referred to collectively, as the “Deposit”) by wire transfer to the Escrow Agent. All
fees of the Escrow Agent shall be paid by Purchaser. The Deposit shall be non-refundable in all
events, except in the event the Closing does not occur due to Purchaser’s termination of the
Agreement pursuant to Sections 9.1 (a), (c), (d), (f), (g), (h) or (i) hereof. Upon Closing, the
Deposit will be credited against the Purchase Price.
1.3
Closing Date. The consummation of the transactions contemplated by this
Agreement (the “Closing”) shall take place at the offices of Dentons US LLP, 601 South Figueroa
St., Suite 2500, Los Angeles, CA 90017-5704 (the day on which Closing actually occurs, the
3
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“Closing Date”) within three (3) business days following the satisfaction or waiver of the
conditions set forth in ARTICLE 7 and ARTICLE 8, and other than those conditions that by their
nature are to be satisfied at Closing but subject to fulfillment or waiver of those conditions. The
Closing shall be deemed to occur and to be effective as of 12:00 a.m. Pacificpacific time on the day
immediately after the Closing Date (the “Effective Time”). Purchaser and Sellers agree that
because the change of ownership and regulatory approval process may take an extended period of
time, at the Effective Time, the Assets (less any Assets constituting drugs or pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (as such terms are defined below)) will be sold to
Purchaser and immediately leased back to Sellers (substantially in the form of the Leaseback
Agreement attached hereto as Exhibit 1.3(a), the “Leaseback Agreement”), with a concurrent
management arrangement (substantially in the form of the Interim Management Agreement
attached hereto as Exhibit 1.3(b), the “IMA”). On the effective date that Purchaser obtains a
general acute care hospital license from the California Department of Public Health (“CDPH”)
and a hospital pharmacy permit from the California State Board of Pharmacy (“BOP”) (i) the
Leaseback Agreement and IMA will terminate and (ii) the drugs and pharmacy assets, the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements will be transferred to Purchaser (without payment of
any additional Purchase Price) (the “Licensure Date”). For the avoidance of any doubt, the
Licensure Date shall be the date the Purchaser’s hospital license and pharmacy permit are
effective, even if they are not actually issued until some timea later date. The Licensure Date may
be determined based on oral assurances from CDPH and the BOP.
1.4
Items to be Delivered by Sellers at Closing. At or before the Closing, Sellers shall
deliver, or cause to be delivered, to Purchaser the following:
(a)
1.4.1 a Bill of Sale substantially in the form of Exhibit 1.4.11.4(a) attached
hereto (the “Bill of Sale”), duly executed by each Seller;
(b)
1.4.2 Real Estate Assignment Agreements (the “Real Estate
Assignments”) in the form of Exhibit 1.4.21.4(b) attached hereto with respect to (i) the Leased
Real Property, and (ii) the Tenant Leases, each duly executed by the applicable Sellers;
(c)
1.4.3 Quitclaim Deeds in the form of Exhibit 1.4.31.4(c) attached hereto
with respect to the real property listed in Schedule 1.4.31.4(c), together with all plant, buildings,
structures, installments, improvements, fixtures, betterments, additions and constructions in
progress situated thereon (the “Owned Real Property”) duly executed by SFMC and Verity
Holdings as applicable;
(d)
1.4.4 an Assigned Contract Transfer Agreement (the “Transfer
Agreement”) in the form of Exhibit 1.4.41.4(d) attached hereto, duly executed by the applicable
Sellers;
(e)

1.4.5 evidence of payment of all Cure Costs;

(f)
1.4.6 the Transition Services Agreement (the “Transition Services
Agreement”) in form attached hereto as Exhibit 1.4.61.4(f), duly executed by the applicable
4
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Sellers;
(g)

1.4.7 the Leaseback Agreement and IMA, duly executed by SFMC;

(h)
1.4.8 favorable certificates of good standing, of each Seller, issued by the
State of California, dated no earlier than a date which is fifteen (15) calendar days prior to the
Closing Date;
(i)
1.4.9 a duly executed certificate of an officer of each Seller certifying to
Purchaser (i) the incumbency of the officers of such Seller on the Signing Date and on the Closing
Date and bearing the authentic signatures of all such officers who shall execute this Agreement and
any additional documents contemplated by this Agreement and (ii) the due adoption and text of the
resolutions or consents of the Board of Directors of such Seller authorizing (I) the transfer of the
Assets and transfer of the Transferred Obligations by such Seller to Purchaser and (II) the due
execution, delivery and performance of this Agreement and all additional documents contemplated
by this Agreement, and that such resolutions have not been amended or rescinded and remain in
full force and effect on the Closing Date;
(j)

1.4.10 a certified copy of the Sale Order (as defined below);

(k)
non-foreign affidavits of SFMC and Verity Holdings, as applicable, dated
as of the Closing Date, in the form of Exhibit 1.4(k); and
(l)
1.4.11 Any such other instruments, certificates, consents or other
documents which Purchaser and Sellers mutually deem reasonably necessary to carry out the
transactions contemplated by this Agreement and to comply with the terms hereof.
1.5
Items to be Delivered by Purchaser at Closing. At or before the Closing, Purchaser
shall deliver or cause to be delivered to Sellers the following:
(a)

1.5.1 payment of the Purchase Price, minus the Deposit;

(b)
1.5.2 a duly executed certificate of the Secretary of Purchaser certifying to
Sellers (a) the incumbency of the officers of Purchaser on the Signing Date and on the Closing
Date and bearing the authentic signatures of all such officers who shall execute this Agreement and
any additional documents contemplated by this Agreement and (b) the due adoption and text of the
resolutions of the Board of Directors of Purchaser authorizing the execution, delivery and
performance of this Agreement and all additional documents contemplated by this Agreement, and
that such resolutions have not been amended or rescinded and remain in full force and effect on the
Closing Date;
(c)
1.5.3 favorable certificate of good standing, of Purchaser, issued by the
California Secretary of State dated no earlier than a date which is fifteen (15) calendar days prior to
the Closing Date;
(d)

1.5.4 the Transition Services Agreement, duly executed by Purchaser;

(e)

1.5.5 the Leaseback Agreement and IMA, duly executed by Purchaser;
5
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(f)

1.5.6 the Bill of Sale, duly executed by Purchaser;

(g)

1.5.7 the Real Estate Assignment(s), duly executed by Purchaser;

(h)

1.5.8 the Transfer Agreement, duly executed by Purchaser;

(i)
Preliminary Change of Ownership Report(s) (BOE-502-A) with respect to
the Owned Real Property, duly executed by Purchaser; and
(j)
1.5.9 any such other instruments, certificates, consents or other documents
which Purchaser and Sellers mutually deem reasonably necessary to carry out the transactions
contemplated by this Agreement and to comply with the terms hereof.
1.6
Prorations and Utilities. All items of income and expense listed below with respect
to the Assets shall be prorated in accordance with the principles and the rules for the specific items
set forth hereafter:
(a)
1.6.1 All transfer, conveyance, sales, use, stamp, similar state and local
taxes arising from the sale of the Assets hereunder shall be the responsibility of, and allocated to,
Purchaser.
(b)
1.6.2 Other than the Utility Deposits (defined below), which are governed
by Section 1.8(pn), and other than with respect to Cure Costs, the following costs and expenses
shall be prorated based upon the payment period (i.e., calendar or other tax fiscal year) to which
the same are attributable: (i) all real estate and personal property lease payments, real estate and
personal property taxes, real estate assessments and other similar charges against real estate, (ii)
power and utility charges, (iii) payments made by Sellers for information technology software or
services for periods after the [Effective Time], (iv) payments made by Sellers in association with
Licenses or dues paid to government and non-governmental agencies for calendar year 2020, and
(v) other similar costs for items or services which continue past the [Effective Time] (collectively,
the “Prorated Charges”). Sellers shall pay at or prior to the Closing (or Purchaser shall receive
credit for) any unpaid Prorated Charges attributable to periods or portions thereof occurring prior
to the Effective Time, and Purchaser shall be responsible for or, to the extent previously paid by
Sellers, pay to Sellers at the Closing all Prorated Charges attributable to periods or portions thereof
occurring from and after the Effective Time. In the event that as of the Closing Date the actual tax
bills for the tax year or years in question are not available and the amount of taxes to be prorated as
aforesaid cannot be ascertained, then rates, millages and assessed valuation of the previous year,
with known changes, shall be used. The partiesParties agree that if the real estate and personal
property tax prorations are made based upon the taxes for the preceding tax period, the prorations
shall be re-prorated after the Closing. As to power and utility charges, “final readings” as of the
Closing Date shall be ordered from the utilities; the cost of obtaining such “final readings,” if any,
shall be paid by Purchaser.
(c)
1.6.3 Sellers shall be entitled to all rents and other payments under Tenant
Leases accruing for the period prior to the Effective Time (“Pre Effective Time Lease
Amounts”), and Purchaser shall be entitled to all rents and other payments under tenant leases
accruing for the period after the Effective Time (“Post Effective Time Lease Amounts” and
6
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together with the Pre Effective Time Lease Amounts, the “Lease Amounts”). All Lease Amounts
that are collected prior to the Closing shall be prorated as of the Closing in accordance with the
immediately preceding sentence. All Lease Amounts that are accrued but unpaid as of the Closing
(including, without limitation, rents and other payments accrued prior to the Closing but payable in
arrears after the Closing) (collectively, the “Unpaid Amounts”) shall belong to Sellers, and
Purchaser shall, upon receipt of said rents and other payments, receive the same in trust for Sellers
and shall promptly remit any of such amounts to Sellers within ten (10) days after Purchaser’s
receipt of same.
(d)
1.6.4 If Purchaser requests that Sellers transfer electronic medical records in
a specific electronic format due to the Sellers’ electronic medical record (“EMR”) system and
Purchaser’s EMR system not being interoperable, then Purchaser shall reimburse, on the Closing
Date, all amounts paid or to be paid by Sellers to transfer electronic medical records to Purchaser
in such different electronic format.
(e)
1.6.5 All prorations and payments to be made under the foregoing
provisions shall be agreed upon by Purchaser and Sellers prior to the Closing and shall be binding
upon the partiesParties; provided, however, with respect to the Unpaid Amounts, in the event any
proration, apportionment or computation shall prove to be incorrect for any reason, then either
Sellers or Purchaser shall be entitled to an adjustment to correct the same, provided that said
partyParty makes written demand on the partyParty from whom it is entitled to such adjustment
within fifteen (15) calendar days after the erroneous payment or computation was made, or such
later time as may be required, in the exercise of due diligence, to obtain the necessary information
for proration.
(f)

1.6.6 This Section 1.6 shall survive Closing.

1.7
Transfer of Sellers Assets. On the Closing Date, subject to the terms and conditions
of this Agreement and except as otherwise contemplated in Section 1.3, Sellers shall sell, assign,
transfer, convey and deliver to Purchaser, free and clear of all liensinterests, including but not
limited to all liens, privileges, pledges, security interests, rights of first refusal, options, defects in
title and encumbrances (“Encumbrances”) other than the Permitted Exceptions (defined below),
and Purchaser shall acquire, all of Sellers’ right, title and interest in and to only the following
assets and properties, as such assets shall exist on the Closing Date, to the extent not included
among the Excluded Assets, such transfer being deemed to be effective at the Effective Time (the
“Assets”):
(a)
all of the tangible personal property owned by Sellers, or to the extent
assignable or transferable by Sellers, and used by Sellers in the operation of the Hospital, including
equipment, furniture, fixtures, machinery, vehicles and, office furnishings and leasehold
improvements (the “Personal Property”);
(b)
subject to Section 1.7(qe), all of Sellers’ rights, to the extent assignable or
transferable, to all licenses, permits, approvals, certificates of exemption, franchises,
accreditations and registrations and other governmental licenses, permits or approvals issued to
Sellers for use in the operation of the Hospital (the “Licenses”), including, without limitation, the
7
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Licenses set forth on Schedule 1.7(b), except to the extent Purchaser elects, in its discretion, not to
take assignment of any such Licenses;
(c)
all of Sellers’ interest in and to the Owned Real Property and all of Sellers’
interest, to the extent assignable or transferable and that have been designated by Purchaser, in and
to all of the following (the “Assigned Leases”): (i) the real property leases for all real property
leased by Sellers and set forth on Schedule 1.7(c)(iii) (the “Leased Real Property”), and (ii) the
real property leased or subleased by Sellers to a third party and set forth on Schedule 1.7(c)(ii) (the
“Tenant Leases”);
(d)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Effective Time, to the extent assignable or transferable, all contracts and agreements
(including, but not limited to, purchase orders) that have been designated by Purchaser as an
Assigned Contract, pursuant to Section 1.11 and appearing on Schedule 1.7(d);
(e)
all of Sellers’ interest in, from and after the Licensure Date, to the extent
assignable or transferable, the Hospital’s Medicare Provider Agreement (and provider number)
and the Hospital’s Medi-Cal Provider Agreement (and provider number) (collectively, the
“Medicare/Medi-Cal Agreements”);
(f)
all of Sellers’ interest in, and all of Sellers’ obligations due under, from and
after the Licensure Date, to the extent assignable or transferable, in and to any of the Hospital’s
managed care, pre-paid, capitated or other full-risk health plan agreements (collectively, the
“Managed Care Agreements”) that have been designated by Purchaser as an Assigned Contract
pursuant to Section 1.11 (to the extent so designated, the “Transferred Managed Care
Agreements”);
(g)
subject to Section 4.6, all of Sellers’ interest in, and all of Sellers’
obligations due under, from and after the Licensure Date, to the extent assignable or transferable,
in and to any of the Hospital’s services, participation or provider agreements with private health
plans, insurers or other third party payors (collectively, the “Private Payor Agreements”) that
have been designated by Purchaser as an Assigned Contract pursuant to Section 1.11 (to the extent
so designated, the “Transferred Private Payor Agreements”), provided that, Private Payor
Agreements shall not include any “risk-sharing” agreements with independent physician
associations;
(h)
to the extent assignable or transferable, all inventories of supplies, drugs,
food, janitorial and office supplies and other disposables and consumables (i) located at the
Hospital or (ii) used in the operation of the Hospital (the “Inventory”) except as set forth in
Sections 1.3 and 1.8(ki);
(i)
other than Utility Deposits, all prepaid rentals, deposits, prepayments and
similar amounts relating to the Assigned Contracts and/or the Assigned Leases, which were made
with respect to the operation of the Hospital (the “Prepaids”);
(j)
to the extent assignable or transferrabletransferable, all of the following that
are not proprietary to Sellers and/or owned by or proprietary to Sellers’ affiliates: operating
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manuals, files and computer software with respect to the operation of the Hospital, including,
without limitation, all patient records, medical records, employee records, billing records,
financial records, equipment records, construction plans and specifications, and medical and
administrative libraries; provided, however, that any electronic medical records may be transferred
in paper or “pdf” if Sellers’ EMR system and Purchaser’s EMR system are not interoperable;
(k)
to the extent assignable or transferable, all rights in all warranties of any
manufacturer or vendor in connection with the Personal Property;
(l)
all right, title and interest in and to the name “St. Francis Medical Center,”
including any associated Hospital trademarks, service marks, trade names, logos and domain
names but excluding the domain https://stfrancis.verity.org and content therein;
(m)

all goodwill of the Hospital evidenced by the Assets;

(n)
to the extent transferable or assignable, Sellers’ right or interest in the
telephone and facsimile numbers used with respect to the operation of the Hospital;
(o)
to the extent assignable or transferable, Sellers’ lock box account(s)
associated with Medicare or Medi-Cal fee-for-service receivables (the “Lockboxes”) on or after
the Licensure Date;
(p)
(i) all accounts and interest thereupon, notes and interest thereupon and
other receivables of Sellers, including, without limitation, accounts, notes or other amounts
receivable, and all claims, rights, interests and proceeds related thereto, including all accounts and
other receivables, quality assurance fee payments, trauma payments, disproportionate share
payments, cost report, claim, EHR or other similar appeals and Seller Cost Report settlements, in
each case arising from the rendering of services or provision of goods, products or supplies to
inpatients and outpatients at the Hospital, billed and unbilled, recorded and unrecorded (including
any such amounts that were written-off by Sellers for any reason), for services, goods, products
and supplies provided by Sellers prior to the Licensure Date whether payable by Medicare,
Medi-Cal, Medicaid, or any other payor (including an insurance company), or any health care
provider or network (such as a health maintenance organization, preferred provider organization or
any other managed care program) or any fiscal intermediary of the foregoing, private pay patients,
private insurance or by any other source and all claims, rights, interests and proceeds relating to
any grant or governmental awards directly or indirectly related to COVID-19 (collectively,
“Accounts Receivable”);
(q)
alland (ii) trauma payments, disproportionate share payments (subject to
Section 1.8(c)), California Health Foundation & Trust payments, cost report, claim, EHR or other
similar appeals and Seller Cost Report settlements in each case arising from the rendering of
services or provision of goods, products or supplies to inpatients and outpatients at the Hospital
Quality Assurance Fee (the “Other Receivables” and together with the Accounts Receivable, the
“Receivables”);
(q)
all documents, records, correspondence, work papers and other documents,
other than patient records, primarily relating to the Receivables;
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(r)
all QAF”) payments due to the Hospital from the State of California or any
of its administrative entities or other entitles, including without limitations, Medi-Cal managed
care plans, that are both received on and after the Licensure Date and attributable to the QAF VI
and any subsequent QAF Program (the “QAF VI Program”), regardless of the state fiscal year for
which the Supplemental Paymentspayments are made in reference to and regardless of the state
fiscal year for which the data was derived to calculate eligibility for such payments, other than the
QAF payments received prior to Closing or specifically excluded pursuant to Section 1.8(b) as
QAF VI Seller Net Payments; notwithstanding anything else in this Agreement, with respect to the
QAF VI Program, the Assets shall include only the “QAF VI Purchaser Net Payments” which
shall be, with respect to the Hospital, an amount equal to the product of: (A) all payments received
or to be received by the Hospital under the QAF VI Program minus all payments already made,
required to be made in the future or to be offset by the government with respect to the QAF VI
Program, including payments to the California Health Foundation & Trust, multiplied by (B) the
Closing Date Percentage. The “Closing Date Percentage” shall mean the percentage derived by
dividing the total number of days between the Effective Time and December 31, 2021, by 915; and
(s)
except as set forth in Section 1.8(l) (i.e., certain causes of action), all claims,
causes of action, choses in action, rights of recovery, rights of set off and rights of recoupment of
Sellers against third parties related to or associated with the physical condition of any of the
Assets; and
(t)
(r) to the extent assignable or transferable, any other assets owned by
Sellers (which are not otherwise specifically described above in this Section 1.7) that are used
primarily in the operation of the Hospital.
As used herein, the term “Permitted Exceptions” means (i) the Transferred Obligations;
(ii) liens for taxes not yet due and payable; (iii) easements, rights of way, zoning ordinances and
other similar encumbrances affecting real property; (iv) imperfections of title or encumbrances
identified in the Title Commitments (defined below) other than those specifically identified in
Schedule 1.7(I); and (iv) other imperfections of title or encumbrances, if any, which are not
monetary in nature and that are not, individually or in the aggregate, material to the business of the
Hospital.
1.8
Excluded Assets. Notwithstanding anything to the contrary in Section 1.7, Sellers
shall retain all interests, rights and other assets owned directly or indirectly by it (or any of Sellers’
affiliates) which are not among the Assets, including, without limitation, the following interests,
rights and other assets of Sellers (collectively, the “Excluded Assets”):
(a)

cash, cash equivalents and short-term investments;

(b)
all documents, records, correspondence, work papers and other documents,
other than patient records, primarily relating to the Accounts ReceivableQAF payments received
prior to Closing under any QAF Program and, in addition, (I) the Excluded Assets shall include all
payments received or to be received by the Hospital with respect to QAF V (the “QAF V
Payments”), and (II) with respect to QAF VI, the Excluded Assets shall include the “QAF VI
Seller Net Payments” which shall be, with respect to the Hospital, an amount equal to the product
of: (A) all payments received or to be received by the Hospital under the QAF Program in respect
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of QAF VI minus all payments already made, required to be made in the future or to be offset by
the government with respect to QAF VI, multiplied by (B) the Closing Date Percentage. The
“Closing Date Percentage” shall mean the percentage derived by dividing the total number of
days between July 1, 2019 and the Effective Time, by 915;
(c)
QAF payments due to the Hospital from the State of California attributable
to the QAF VI Program other than those specifically acquired by Purchaser pursuant to Section
1.7(q);
(d)
QAF payments due to the Hospital from the State of California or any of its
administrative entities or other entitles, including without limitations, Medi Cal managed care
plans, received on and after the Licensure Date and attributable to the QAF V Program or an earlier
QAF program, regardless of the state fiscal year for which the Supplemental Payments are made in
reference to and regardless of the state fiscal year for which the data was derived to calculate
eligibility for such payments;
(e) all Disproportionate Share Hospital Payments (“DSH”), trauma and any
other supplemental payments (together with QAF, Medicare and California Medicaid
supplemental payments, (the “Supplemental Payments”) received on or after the Licensure
DateEffective Time but calculated based on data from periods prior to the Licensure DateEffective
Time (whether received before or after the Effective Time and whether paid to Sellers or
Purchaser);
(c)

(d)
(f) all Sellers Plans (defined below) and the assets of all Sellers Plans and
any asset that would revert to the employer upon the termination of any Sellers Plan, including,
without limitation, any assets representing a surplus or overfunding of any Sellers Plan;
(e)
(g) all contracts that are not Assigned Contracts and all risk sharing
agreements with independent physician associations (“IPAs”);
(f)
(h) any Private Payor Agreement that is not a Transferred Private Payor
Agreement and any Managed Care Agreement that is not a Transferred Managed Care Agreement;
(g)
(i) all collective bargaining agreements or other arrangements with unions
representing Sellers’ employees;
(h)
(j) all leases that have not been designated as Assigned Leases, and all
Contracts that have not been designated as Assigned Contracts and all rents, deposits,
prepayments, and similar amounts relating thereto;
(i)
(k) the portions of Inventory, Prepaids, and other assets disposed of,
expended or canceled, as the case may be, by Sellers after the Signing Date and prior to the
Effective Time in the ordinary course of business;
(j)
(k)
and tax records;

(l) assets owned by vendors of services or goods to the Hospital;
(m) all of Sellers’ organizational or corporate record books, minute books
11
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(l)
(n) Except as set forth in Section 1.7(jk) or 1.7(s) hereof (i.e., rights under
warranties and physical condition claims), all claims, counterclaims and causes of action of Sellers
or Sellers’ bankruptcy estate (including parties acting for or on behalf of Sellers’ bankruptcy
estate, including, but not limited to, the official committee of unsecured creditors appointed in the
Bankruptcy Case), including, without limitation, (A) causes of action arising out of any claims and
causes of action under chapter 5 of the Bankruptcy Code (“Avoidance Claims”), (B) any claims,
counterclaims and causes of action under applicable non-bankruptcy law (including claims,
counterclaims and causes of action against any health plan or other third party payors related to
services provided prior to the Effective Time), and (C) any rights to challenge liens asserted
against property of the Sellers’ bankruptcy estate (including, but not limited to, liens attaching to
the Purchase Price paid to the Sellers), and the proceeds from any of the foregoing; provided,
however, that Purchaser shall acquire and be deemed to release and waive as of the Effective Time
avoidance claimsall Avoidance Claims against counterparties to Assigned Contracts and Assigned
Leases solely to the extent such avoidance claims arise from, or are in connection with, executory
contracts and unexpired leases assigned by the Sellers to Purchaser pursuant to Section 1.11
hereof;
(m)
(o) Except as set forth in Section 1.7(s), all insurance policies and contracts
and coverages obtained by Sellers or listing Sellers as insured party, a beneficiary or loss payee,
including prepaid insurance premiums, and all rights to insurance proceeds under any of the
foregoing, and all subrogation proceeds related to any insurance benefits arising from or relating to
(i) Assets prior to the Licensure Date and/or (ii) Excluded Assets whether prior to or after the
Licensure Date;
(n)
(p) all deposits made with any entity that provides utilities to the Hospital
(the “Utility Deposits”);
(o)
(q) all unclaimed property of any third party as of the Effective Time,
including, without limitation, property which is subject to applicable escheat laws;
(p)

(r) all bank accounts of Sellers, other than the Lockboxes as set forth in

Section 1.7(o);
(q)
(s) all writings and other items that are protected from discovery by the
attorney-client privilege, the attorney work product doctrine or any other cognizable privilege or
protection;
(r)
(t) the rights of Sellers to receive mail and other communications with
respect to Excluded Assets or Excluded Liabilities;
(s)

(u) all tax refunds and tax assets of Sellers;

(t)
(v) all documents, records, operating manuals and film pertaining to the
Hospital that the partiesParties agree that Sellers is required by law to retain;
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(u)
(w) all patient records and medical records which are not part of any
electronic medical record software transferred to Purchaser and are not required by law (including
Section 351 of the Bankruptcy Code) to be maintained by Purchaser as of the Effective Time;
(v)
Excluded Asset;

(x) any rights or documents relating to any Excluded Liability or other

(w)
(y) all deposits or other prepaid charges and expenses paid in connection
with or relating to any other Excluded Assets and/or Excluded Liabilities;
(x)
(z) any rights or remedies provided to Sellers under this Agreement and
each other document executed in connection with the Closing and the actions necessary to
complete the sale of the Hospital pursuant to this Agreement;
(y)
(aa) any rights or remedies, including deposits, against any individual or
entity arising pursuant to (including in connection with Sellers’ termination of) or relating to that
certain Asset Purchase Agreement dated January 8, 2019 between, inter alia, Sellers and Strategic
Global Management, Inc.;
(z)
(bb) any (i) personnel files for employees of Sellers who are not hired by
Purchaser; (ii) all documents, records, correspondence (including with respect to any employees),
work papers, patient records or other books and records that Sellers is required by Law to retain;
provided, however, that except as prohibited by Law and subject to ArticleARTICLE 5, Purchaser
shall have the right to make copies of any portions of such retained books and records that relate to
the business of the Hospital as conducted before the Closing or that relate to any of the Assets; (iii)
documents which Sellers is not permitted to transfer pursuant to any contractual obligation owed
to any third party; (iv) documents primarily related to any Excluded Assets; and (v) documents
necessary to prepare tax returns (Purchaser shall be entitled to a copy of such documents). With
respect to documents necessary to prepare cost reports, Purchaser shall receive the original
document and Sellers shall be entitled to retain or request a copy of such documents;
(aa) (cc) any and all rights and entitlements of Sellers in respect of that certain
Settlement Agreement, executed as of April 29, 2019, by and between, on the one hand, Premier,
Inc., Premier Services, LLC (“Premier GP”), Premier Healthcare Alliance, L.P. (“Premier LP”),
Premier Healthcare Solutions, Inc. (“PHSI”) and each of Premier, Inc.’s other subsidiaries
(collectively and including Premier GP, Premier LP and PHSI, “Premier”), and on the other hand,
Verity Health System of California, Inc., formerly known as Daughters of Charity Health System
(“VHS”), as approved by the Bankruptcy Court by order entered on May 29, 2019 [Docket No.
2461], including but not limited to the right to convert and exchange partnership interests arising
under that certain Amended and Restated Limited Partnership Agreement, effective as of October
1, 2013, as amended, by and among Premier LP, Premier GP and the limited partners of Premier
LP party thereto (including VHS); and
(bb)

(dd) any assets identified in Schedule 1.8(ddbb).

For the avoidance of doubt, Purchaser is not acquiring any asset owned by any affiliate of Sellers.
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1.9
Transferred Obligations. Purchaser is not assuming any liabilities of Sellers.
Instead, on and after the Closing Date, Purchaser shall be responsible for and agrees to discharge,
perform and satisfy fully, on and after the Effective Time, the following liabilities and obligations
(collectively, the “Transferred Obligations”):
(a)
the Assigned Contracts, after Sellers pay the Cure Costs from the proceeds
of the Purchase Price;
(b)
the Purchase Price;

the Assigned Leases, after Sellers pay the Cure Costs from the proceeds of

(c)
all liabilities and obligations arising out of or relating to any act, omission,
event or occurrence connected with the use, ownership or operation by Purchaser of the Hospital
or any of the Assets on or after the Effective Time;
(d)
all liabilities and obligations related to the Hired Employees arising on or
following the Effective Time (which for avoidance of doubt, does not include any duties,
obligations or liabilities arising from or related to employment-related documentation required to
be maintained by such Seller prior to the Effective Time, including but not limited to,
documentation of I-9 compliance for Sellers’ employees and any alternative work schedule
compliance duties, obligations or liabilities that relate to Sellers’ employees);
(e)
all unpaid real and personal property taxes, if any, that are attributable to the
Assets after the Effective Time, subject to the prorations provided in Section 1.6;
(f)
all liabilities and obligations relating to utilities being furnished to the
Assets, subject to the prorations provided in Section 1.6;
(g)
any documentary, sales and transfer tax liabilities of Sellers incurred as a
result of the consummation of the transaction contemplated by this Agreement;
(h)

all liabilities or obligations provided for in Section 5.3; and

(i)

any other obligations and liabilities identified in Schedule 1.9(i).

1.10 Excluded Liabilities. Purchaser shall have those duties, obligations and liabilities
set forth in this Agreement, the IMA, the Leaseback Agreement, the Transition Services
Agreement, the Bill of Sale, the Transfer Agreement and the Real Estate Assignment(s) and shall
be responsible for the Transferred Obligations. However, except as expressly set forth herein,
Purchaser is not assuming any liabilities of Sellers related to the Assets, Sellers’ employees or the
Hospitals, is purchasing the Assets free and toclear of the maximum extent permitted by
lawEncumbrances except the Permitted Exceptions (defined herein) and shall not be deemed a
successor to Sellers or their estates by reason of any theory of law or equity with respect to any
claims or liens against Sellers or the Assets (the “Excluded Liabilities”).
1.11 Designation of Assigned Contracts and Assigned Leases. Each Seller will assign to
Purchaser the Assigned Leases and such other contracts and leases as are subject to evaluation by
Purchaser for assumption or rejection (collectively “Evaluated Contracts”). At the later of (i)
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5:00 p.m. pacific time on the day that is seven (7) calendar days prior to the date of the auction for
the Assets and (ii) the date the Purchaser submits its bid for the Assets: (A) Purchaser shall notify
Seller in writing signed and dated by Purchaser of which Evaluated Contracts are to be assigned to
Purchaser (the “Assigned Contracts”) and (B) Purchaser shall notify Seller in writing signed and
dated by Purchaser of which Evaluated Contracts are to be rejected by Seller (the “Rejected
Contracts”); provided, that Purchaser shall have the right to designate any contracts on the
Assigned Contract list as a Rejected Contract on or prior to 5:00 p.m. pacific time on the day that is
thirty (30) days prior to Closing Date, provided further thatand Sellers shall have the absolute right
to remove any Evaluated Contract from the list of Assigned Contracts in order to preserve
avoidance claims; provided, however, that notwithstanding anything to the contrary, and to enable
Sellers to comply with the terms of the Bidding Procedures Order with respect to
UnitedHealthcare Insurance Company (“UnitedHealthcare”), Purchaser shall irrevocably
designate all UnitedHealthcare agreements as Assigned Contracts or Rejected Contracts by the
date that is two (2) calendars days after the Bankruptcy Court enters the Sale Order. The final list
of Assigned Contracts at Closing will appear on Schedule 1.7(d).
1.12

Accounts Receivable Reconciliation.

(a)
Sellers and Purchaser have mutually agreed that the target Accounts
Receivable amount that will be transferred from Sellers to Purchaser as of the Effective Time is the
A/R Target Amount. In connection with the Account Receivable reconciliation process, Purchaser
shall collect the Accounts Receivable during the one hundred thirty-five (135) day period
immediately following the Closing Date (collectively, the “Final A/R Collected”), and within the
thirty (30) day period thereafter, Purchaser shall provide Sellers, in good faith, a schedule which
provides an accounting of the Final A/R Collected (the “A/R Accounting Schedule”), together
with reasonably detailed schedules and data supporting such accounting.
(b)
After receipt of the A/R Accounting Schedule, Sellers shall have sixty (60)
days to review the A/R Accounting Schedule and the Final A/R Collected as proposed by
Purchaser, together with the work papers used in the preparation thereof, and have their
representatives and advisors review such A/R Accounting Schedule and proposed Final A/R
Collected. In connection with the review of the A/R Accounting Schedule and proposed Final A/R
Collected, Purchaser shall give, and shall cause its representatives and advisors to give, to Sellers
and their representatives and advisors reasonable access, upon reasonable prior notice, to the
books, records and other materials and the personnel of, and work papers prepared by or for,
Purchaser and its representatives and advisors, including to such historical financial information
relating to the Sellers and the Accounts Receivable as Sellers or their representatives or advisors
may request, in each case, in order to permit the timely and complete review of the A/R
Accounting Schedule and proposed Final A/R Collected in accordance with this Section 1.12(b)
and so long as such access does not unreasonably interfere with the operations of the Purchaser.
(c)
If Sellers disagree with the A/R Accounting Schedule and/or proposed Final
A/R Collected, they shall notify Purchaser in writing within sixty (60) days after the date on which
Purchaser delivers such A/R Accounting Schedule and proposed Final A/R Collected to Sellers,
which shall include the items as to which they disagree and their calculation of such disputed
amounts with reasonable supporting detail (the “Statement of Objections”). Purchaser and Sellers
shall reasonably cooperate to resolve any such disagreements. If Purchaser and Seller are unable
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to resolve all such disagreements on or before the date which is thirty (30) days following
notification by Sellers of any such disagreements, such disagreements shall be submitted to the
Bankruptcy Court for resolution. The A/R Accounting Schedule and Final A/R Collected shall
become final on the earlier of (i) failure by Sellers to deliver a Statement of Objections within the
time period required by this section; (ii) mutual written agreement by Sellers and Purchaser; or (iii)
a determination by the Bankruptcy Court.
(d)
Once the A/R Accounting Schedule and Final A/R Collected have become
final in accordance with Section 1.12(c), the following shall occur:
(i)
if the Final A/R Collected is more than the A/R Target Amount, then
such excess amount shall be paid by Purchaser to Sellers within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers, provided that, in no
event shall amounts of any governmental grants or awards directly or indirectly related to
COVID-19 be paid to Sellers under this Section 1.12(d)(i) (for the avoidance of doubt, any
amounts of any governmental grants or awards directly or indirectly related to COVID-19 must be
removed from the calculation of the Final A/R Collected to determine whether Purchaser owes to
Sellers any amount above the A/R Target Amount);
(ii)
if the Final A/R Collected is less than the A/R Target Amount, then
such deficit amount shall be paid by Sellers to Purchaser within ten (10) business days of
Purchaser’s delivery of the accounting of the Final A/R Collected to Sellers (and if not paid,
Purchaser shall have the right to offset such amounts against Seller’s QAF VI Seller Net
Payments); or
(iii) if the Final A/R Collected is equal to the A/R Target Amount, then
no adjusting payments in respect of the Accounts Receivable shall be required by either Purchaser
or Sellers.
(e)
During the one hundred thirty-five (135) day period immediately following
the Closing Date Purchaser shall (i) use good faith, commercially reasonable best efforts to collect
the Accounts Receivable (including at least the efforts used by Purchaser to collect its other
receivables) within the one hundred thirty-five (135) day period immediately following the
Closing Date; (ii) not take any action for the purpose of or which would be reasonably likely to
result in any of the Accounts Receivable not being collected in a timely manner and within the one
hundred thirty-five (135) day period immediately following the Closing Date; and (iii) provide
Sellers with weekly written updates on its collection of the Accounts Receivable.
1.13

1.12 Disclaimer of Warranties; Release.

(a)
THE ASSETS TRANSFERRED TO PURCHASER WILL BE SOLD BY
SELLERS AND PURCHASED BY PURCHASER IN THEIR PHYSICAL CONDITION AT
THE EFFECTIVE TIME, “AS IS, WHERE IS AND WITH ALL FAULTS AND
NONCOMPLIANCE WITH LAWS” WITH NO WARRANTIES, INCLUDING, WITHOUT
LIMITATION, THE WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
PARTICULAR PURPOSE, SUITABILITY, USAGE, WORKMANSHIP, QUALITY,
PHYSICAL CONDITION, OR VALUE, AND ANY AND ALL SUCH OTHER
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REPRESENTATIONS AND WARRANTIES ARE HEREBY EXPRESSLY DISCLAIMED,
AND WITH RESPECT TO THE LEASED REAL PROPERTY WITH NO WARRANTY OF
HABITABILITY OR FITNESS FOR HABITATION, INCLUDING, WITHOUT LIMITATION,
THE LAND, THE BUILDINGS AND THE IMPROVEMENTS. ALL OF THE PROPERTIES,
ASSETS, RIGHTS, LICENSES, PERMITS, PRIVILEGES, LIABILITIES, AND
OBLIGATIONS OF SELLERS INCLUDED IN THE ASSETS AND THE TRANSFERRED
OBLIGATIONS ARE BEING ACQUIRED OR RECEIVED “AS IS, WHERE IS” ON THE
CLOSING DATE AND IN THEIR PRESENT CONDITION, WITH ALL FAULTS. ALL OF
THE TANGIBLE ASSETS SHALL BE FURTHER SUBJECT TO NORMAL WEAR AND
TEAR AND NORMAL AND CUSTOMARY USE OF THE INVENTORY AND SUPPLIES IN
THE ORDINARY COURSE OF BUSINESS UP TO THE EFFECTIVE TIME.
(b)
Purchaser acknowledges that Purchaser has examined, reviewed and
inspected all matters which in Purchaser’s judgment bear upon the Purchase Price, the Assets, the
Sellers, the Hospital, the businesses of the Hospital and their value and suitability for Purchaser’s
purposes and, except for Sellers representations and warranties in ARTICLE 2, is relying solely on
Purchaser’s own examination, review and inspection of the Assets and Transferred Obligations.
Purchaser hereby releases Sellers and their affiliates from all responsibility and liability regarding
the condition, valuation, salability or utility of the businesses of the Hospital or the Assets, or their
suitability for any purpose whatsoever. Purchaser further acknowledges that the representations
and warranties of Sellers contained in ARTICLE 2 of this Agreement are the sole and exclusive
representations and warranties made by Sellers to Purchaser (including with respect to the
Hospital, the Assets and the Transferred Obligations) and shall expire, and be of no further force or
effect at the Closing.
ARTICLE 2
REPRESENTATIONS AND WARRANTIES OF SELLERS
Each Seller hereby represents, warrants and covenants to Purchaser, severally (and not
jointly) with respect to such Seller that the following matters are true and correct as of the Signing
Date, except as would not have a material adverse effectMaterial Adverse Effect (as defined
below) upon the Assets, taken as a whole (a “Material Adverse Effect”) and except as disclosed
in the disclosure schedule, as may be amended pursuant to the terms of this Agreement (the
“Disclosure Schedule”), provided that the representations and warranties set forth in Sections 2.1
(Authorization), 2.2 (Binding Agreement), 2.3 (Organization and Good Standing; No Violation),
2.7 (Compliance with Legal Requirements), 2.8 (Required Consents), 2.10 (Title) and 2.13 (Legal
Proceedings) (the “Sale Order Date Representations”) shall also be made as of immediately
prior to the entry of the Sale Order (the “Sale Order Date”):
The term “Material Adverse Effect” means any event, change or occurrence that,
individually or in the aggregate with other events, changes or occurrences, has had or would
reasonably be expected to have, a material adverse effect on the Sellers’ financial condition,
provided, that in determining whether a Material Adverse Effect has occurred, any degradation in
earnings and/or Receivables shall be excluded.
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2.1
Authorization. Such Seller has all necessary corporate power and authority to enter
into this Agreement and, subject to Bankruptcy Court approval, to carry out the transactions
contemplated hereby.
2.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Sellers and, assuming due and valid execution by Purchaser, this Agreement
constitutes a valid and binding obligation of Sellers enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect (including, without limitation
approval of the Bankruptcy Court) and (b) limitations on the enforcement of equitable remedies.
2.3

Organization and Good Standing; No Violation.

(a)
Each of SFMC and VHS is a non-profit corporation duly organized, validly
existing and in good standing under the laws of the State of California. Verity Holdings is a
limited liability company duly organized, validly existing and in good standing under the laws of
the State of California. Each Seller has all necessary power and authority to own, operate and
lease its properties and to carry on its businesses as now conducted.
(b)
Neither the execution and delivery by such Seller of this Agreement nor the
consummation of the transactions contemplated hereby by such Seller nor compliance with any of
the material provisions hereof by such Seller, will violate, conflict with or result in a breach of any
material provision of such Seller’s articles of incorporation or bylaws or any other organizational
documents of such Seller.
2.4
Contracts. Except as set forth in Schedule 2.4, upon entry of the Sale Order and
payment of the Cure Costs, to Sellers’ knowledge, Sellers are not in breach or default of the
Assigned Contracts or Assigned Leases. No provision of this Section 2.4 shall apply to any failure
to obtain consents to the assignment of the Assigned Contracts and/or Assigned Leases from third
parties in connection with the assignment of such Assigned Contracts and/or Assigned Leases to
Purchaser (the “Contract and Lease Consents”).
2.5
Brokers and Finders. Except as set forth on Schedule 2.5, neither such Seller nor
any affiliate thereof, nor any officer or director thereof, have engaged or incurred any liability to
any finder, broker or agent in connection with the transactions contemplated hereunder.
2.6
Non-Contravention. Neither the execution and delivery by Sellers of this
Agreement and each Ancillary Agreement nor performance of any of the material provisions
hereof by Sellers, will violate, conflict with or result in a breach of any material provisions of the
articles of incorporation or bylaws of Sellers.
2.7
Compliance with Legal Requirements. Except as set forth in Schedule 2.7, to the
knowledge of Sellers: each Seller, with respect to the operation of the Hospital, is in material
compliance with all applicable laws, statutes, ordinances, orders, rules, regulations, licenses,
certificates, judgments or decrees of all judicial or governmental authorities (federal, state, local,
foreign or otherwise) (collectively, “Legal Requirements”). Except as set forth in Schedule 2.7,
to the knowledge of Sellers, none of the Sellers, with respect to the operation of the Hospital, has
18
US_Active\114188900114483166\V-6

been charged in writing with or been given written notice of any material violation or any
obligation to take material remedial action under, any applicable Legal Requirements.
2.8
Required Consents. Except as set forth in Schedule 2.8, and other than in
connection with any Licenses, any provider agreements (including any such agreements with a
governmental authority) and the Attorney General, Sellers are not a party to or bound by, nor are
any of the Assets subject to, any mortgage, or any material lien, deed of trust, material lease, or
material contract or any material order, judgment or decree which, after giving effect to the Sale
Order (a) will require the consent of any third party to the execution of this Agreement or (b) will
require the consent of any third party to consummate the transactions contemplated by this
Agreement.
2.9

Environmental Matters

(a)
Sellers have provided Purchaser with the Phase I Environmental Site
Assessments in Seller’s electronic data room.
(b)
Except as disclosed in Schedule 2.9(b), to the knowledge of Sellers, the
operations of the Hospital are not in material violation of any applicable limitations, restrictions,
conditions, standards, prohibitions, requirements and obligations of Environmental Laws and
related orders of any court or any other governmental authority.
(c)
For the purposes of this Section, the term “Environmental Laws” shall
mean all state, federal or local laws, ordinances, codes or regulations relating to Hazardous
Substances or to the protection of the environment, including, without limitation, laws and
regulations relating to the storage, treatment and disposal of medical and biological waste. For
purposes of this Agreement, the term “Hazardous Substances” shall mean (i) any hazardous or
toxic waste, substance, or material defined as such in (or for the purposes of) any Environmental
Laws, (ii) asbestos-containing material, (iii) medical and biological waste, (iv) polychlorinated
biphenyls, (v) petroleum products, including gasoline, fuel oil, crude oil and other various
constituents of such products, and (vi) any other chemicals, materials or substances, exposure to
which is prohibited, limited or regulated by any Environmental Laws.
2.10 Title. Sellers have delivered at their own expense for all Owned Real Property (i)
preliminary title reports issued by Chicago Title Insurance Company (the “Title Commitments”)
and (ii) copies of or access to all material underlying title documents listed on the Title
Commitments (the “Underlying Title Documents” and collectively with the Title Commitments,
the “Title Documents”)..
2.11

Certain Other Representations with Respect to the Hospitals.

(a)
Except as set forth in Schedule 2.11, all Licenses which are material and
necessary to the operation of the Hospital by SFMC are valid and in good standing and SFMC is in
compliance with the terms and conditions of all such Licenses in all material respects, in each case
except where the failure to be valid and in good standing or in compliance would not have a
Material Adverse Effect on the Assets. Except as set forth in Schedule 2.11, as of the Closing Date,
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SFMC will have all material Licenses required under Legal Requirements to operate the Hospital
as presently operated by SFMC, except where the failure to have any such License would not have
a Material Adverse Effect on the Assets. To the knowledge of Sellers, no loss of any License is
pending or threatened.
(b)
SFMC is certified for participation in the Medicare, Medi-Cal and
TRICARE programs and any other federal or state health care reimbursement programs in which
SFMC participates, and has current and valid provider agreements with each such program, except
where the failure to be so certified or have such provider agreements would not have a Material
Adverse Effect.
(c)
SFMC has not been excluded from Medicare, Medi-Cal or any federal or
state health care reimbursement program, and, to the knowledge of Sellers, there is no pending or
threatened exclusion action by a governmental authority against SFMC.
2.12

Financial Statements.

(a)
Sellers have provided to Purchaser: (i) the unaudited balance sheets of the
Sellers as of June 30, 2018; (ii) unaudited income statements of the Sellers for the twelve-month
periods ended June 30, 2018; (iii) the audited consolidated income statements of Sellers for the
years ended 2016 and 2017; and (iv) the unaudited consolidated balance sheet of Sellers as of June
30, 2018 (collectively, the “Historical Financial Statements”).
(b)
the income statements contained in the Historical Financial Statements
present, fairly in all material respects the results of the operations of the Sellers as of and for the
periods covered therein and the balance sheets contained in the Historical Financial Statements (i)
are true, complete and correct in all material respects; (ii) present, fairly in all material respects the
financial condition of the Sellers as of the dates indicated thereon; and (iii) to the extent prepared
by an independent certified public accounting firm, have been prepared in accordance with
generally accepted accounting principles consistently applied throughout the periods covered,
except as disclosed therein.
2.13 Legal Proceedings. Except as set forth on Schedule 2.13, and except for any and all
cases and/or pleadings filed or to be filed in the Bankruptcy Court, which shall be available
through
Sellers’
claims
and
noticing
agent’s
website
at
http://www.kccllc.com/VERITYHEALTH/, to the knowledge of Sellers, there are no material
claims, proceedings or investigations pending or threatened with respect to the ownership of the
Assets or the operation of the HospitalsHospital or the HospitalsHospital by Sellers before any
governmental authority. Except as set forth on Schedule 2.13, and other than any action or
proceeding brought in the Bankruptcy Court, to the knowledge of Sellers, Sellers are not subject to
any government order with respect to the ownership or operation by SFMC of the Hospital and
SFMC is in substantial compliance with respect to any such government order.
2.14 Employee Benefits. Sellers have provided Purchaser with a list of (i) each pension,
profit sharing, bonus, deferred compensation, or other retirement plan or arrangement of Seller
with respect to the operation of the Hospital, whether oral or written, which constitutes an
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“employee pension benefit plan” as defined in Section 3(2) of ERISA, (ii) each medical, health,
disability, insurance or other plan or arrangement of Seller with respect to the operation of the
Hospital, whether oral or written, which constitutes an “employee welfare benefit plan” as defined
in Section 3(1) of ERISA, and (iii) each other employee benefit or perquisite provided by Seller
with respect to the operation of the Hospital, in which any employee of Seller participates in
his/her capacity as such (collectively, the “Seller Plans”).
2.15 Personnel. Sellers have provided Purchaser with a complete list (as of the date set
forth therein) of names, positions and current annual salaries or wage rates and scheduled bonus,
and the accrued paid time off pay of all employees of Sellers (including employees of the Hospital
and employees of VHS and Verity Holdings) immediately prior to [February 29March 31, 2020],
whether such employees are full time employees, part-time employees, on short-term or long-term
disability or on leave of absence pursuant to Sellers’s policies, the Family and Medical Leave Act
of 1993 or other similar Legal Requirements (the “Hospital Employees”) and indicating whether
the Hospital Employee is full- time or part-time. Sellers shall provide an updated list to Purchaser
no later than five (5) Business Days before the date scheduled for the Closing.
2.16 Insurance. Sellers have provided Purchaser with a list of all material insurance
maintained by Sellers with respect to the Assets, as of the Signing Date.
2.17 Accounts ReceivableReceivables. To the knowledge of Sellers, all Accounts
ReceivableReceivables included in the Assets at Closing result from the bona fide provision of
products or services in the ordinary course of business. All proceeds of Sellers’ Accounts
ReceivableReceivables are currently deposited, either electronically or manually, into those bank
accounts provided to Purchaser in Seller’s electronic data room.
2.18 Payor Contracts. To the knowledge of Sellers, and subject to Section 365 of the
Bankruptcy Code, Sellers have provided Purchaser with a complete list of all written contracts
with private third-party payors including insurance companies and HMOs. Sellers have provided
Purchaser with a true and correct copy of all material Payor Contracts.
2.19 Excluded Individuals. Except as set forth on Schedule 2.19, to the knowledge of
Sellers: neither Sellers, Hospital nor any director, officer or employee of Sellers or Hospital (a)
was, is or is proposed to be, suspended, excluded from participation in, or sanctioned under, any
federal or state health care program (including, without limitation, Medicare and Medicaid) (an
“Excluded Individual”); (b) has been convicted of any criminal offense related to the delivery of
any medical or health care services or supplies, or related to the neglect or abuse of patients; (c) has
failed to maintain its current License to provide the services required to be provided by it to or on
behalf of Sellers and Hospital; or (d) is unable to obtain or maintain liability insurance consistent
with commercially reasonable industry practices.
2.20 Seller Knowledge. References in this Agreement to “Sellers’ knowledge” or “the
knowledge of Sellers” means the actual knowledge of the Chief Executive Officer and Chief
Financial Officer of the applicable Seller, without independent research. No constructive or
imputed knowledge shall be attributed to any such individual by virtue of any position held,
relationship to any other Person or for any other reason.
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ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF PURCHASER
As an inducement to Sellers to enter into this Agreement and to consummate the
transactions contemplated by this Agreement, Purchaser hereby represents and warrants to Sellers
as to the following matters as of the Signing Date and as of the Closing Date:
3.1
Authorization. Purchaser has full power and authority to enter into this Agreement
and has full power and authority to perform its obligations hereunder and to carry out the
transactions contemplated hereby. No additional internal consents are required in order for
Purchaser to perform its obligations and agreements hereunder.
3.2
Binding Agreement. This Agreement has been duly and validly executed and
delivered by Purchaser and, assuming due and valid execution by Sellers, this Agreement
constitutes a valid and binding obligation of Purchaser enforceable in accordance with its terms
subject to (a) applicable bankruptcy, reorganization, insolvency, moratorium and other laws
affecting creditors’ rights generally from time to time in effect, and (b) limitations on the
enforcement of equitable remedies.
3.3
Organization and Good Standing. Purchaser is a corporation duly organized,
validly existing and in good standing under the laws of the State of California, is or will be duly
authorized to transact business in the State of California, and has full power and authority to own,
operate and lease its properties and to carry on its business as now conducted.
3.4
No Violation. Except as set forth in Schedule 3.4, neither the execution and
delivery by Purchaser of this Agreement nor the consummation of the transactions contemplated
hereby nor compliance with any of the material provisions hereof by Purchaser will (a) violate,
conflict with or result in a breach of any material provision of the Articles of Incorporation,
Bylaws or other organizational documents of Purchaser or any contract, lease or other instrument
by which Purchaser is bound; (b) require any approval or consent of, or filing with, any
governmental agency or authority, (c) violate any law, rule, regulation, or ordinance to which
Purchaser is or may be subject, or (d) violate any judgment, order or decree of any court or other
governmental agency or authority to which Purchaser is subject.
3.5
Brokers and Finders. Neither Purchaser nor any affiliate thereof nor any officer or
director thereof has engaged any finder or broker in connection with the transactions contemplated
hereunder.
3.6
Representations of Sellers. Purchaser acknowledges that it is purchasing the Assets
on an “AS IS, WHERE IS” basis (as more particularly described in Section 1.12), and that
Purchaser is not relying on any covenant, representation, warranty (expressed or implied, oral or
otherwise) made by or on behalf of a Sellers, or any other provision of this Agreement, in entering
into and performing under this Agreement. Purchaser further acknowledges that Sellers are not
making any covenants, representations or warranties herein relating to the Assets or the operation
of the Hospital on or after the Effective Time.
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3.7
Legal Proceedings. Except as described on Schedule 3.7, there are no claims,
proceedings or investigations pending or, to the best knowledge of Purchaser, threatened relating
to or affecting Purchaser or any affiliate of Purchaser before any court or governmental body
(whether judicial, executive or administrative) in which an adverse determination would adversely
affect Purchaser’s ability to consummate the transactions contemplated hereby. Neither Purchaser
nor any affiliate of Purchaser is subject to any judgment, order, decree or other governmental
restriction specifically (as distinct from generically) applicable to Purchaser or any affiliate of
Purchaser which would adversely affect Purchaser’s ability to consummate the transactions
contemplated hereby.3.8
3.8
No Knowledge of Sellers’ Breach. Neither Purchaser nor any of its affiliates has
knowledge of any breach of any covenant, representation or warranty by Sellers or of any
condition or circumstance that would give Purchaser a right to terminate this Agreement pursuant
to Section 9.1(c). If information comes to Purchaser’s attention on or before the Closing Date
(whether through Sellers or otherwise and whether before or after the Signing Date) which
indicates that Sellers have breached any of their covenants, representations, warranties or any
other provision or condition under this Agreement, then the effect shall be as if the covenants,
representations and warranties or any other provision or condition of this Agreement had been
modified in accordance with the actual state of facts existing prior to the Effective Time such that
there will be no breach under Sellers’ covenants, representations and warranties or any other
provision or condition of this Agreement in relation to such information; provided, further, that
Purchaser must immediately notify Sellers if any such breach comes to its attention on or before
the Closing Date, and Purchaser’s failure to so notify Sellers shall constitute a waiver by Purchaser
of Sellers’ breach, if any, of this Agreement or any ancillary agreements entered into pursuant to
this Agreement. Upon written request of Sellers, Purchaser shall promptly confirm and remake
this representation in writing.
3.9
Ability to Perform. Purchaser has the ability to obtain funds and at the Closing
shall have cash in amounts necessary to consummate the transactions contemplated by this
Agreement by means of cash, credit facilities or otherwise. Upon the earlier of ten (10) days after
satisfaction of Section 8.3 or five (5) days prior to the Closing Date, Purchaser shall have delivered
to Sellers true, correct and complete copies of (i) executed commitment letter(s) from one or more
banks or other lending institutions or sources (the “Debt Commitment Letter”), pursuant to
which, and subject to the terms and conditions thereof, the lender parties thereto have committed to
lend the amounts set forth therein to Purchaser for the purpose of funding the transactions
contemplated by this Agreement and (ii) any executed equity commitment letter(s) (the “Equity
Commitment Letter” and, together with the Debt Commitment Letter, the “Financing
Commitments”). The Financing Commitments provide sufficient funds to consummate the
transactions contemplated by this Agreement.
3.10 Investigation. Purchaser has been afforded reasonable access to, and has been
provided adequate time to review, the books, records, information, operations, facilities and
personnel of Sellers and the Hospital for purposes of conducting a due diligence investigation of
Sellers and the Hospital. Purchaser has conducted a reasonable due diligence investigation of
Sellers and the Hospital and has received satisfactory answers to all inquiries it has made
respecting Sellers and the Hospital and has received all information it considers necessary to make
an informed business evaluation of Sellers and the Hospital. In connection with its due diligence
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investigation of Sellers and the Hospital, Purchaser has not relied upon any books, records,
information, operations, facilities and personnel provided by Sellers, including in making its
determination to enter into this Agreement and/or consummate the transactions contemplated
hereby. Purchaser has completed all of its due diligence of Sellers and the Hospital and this
Agreement is not subject to any further due diligence of Sellers and the Hospital by Purchaser.
3.11 Purchaser Knowledge. References in this Agreement to “Purchaser’s knowledge”
or “the knowledge of Purchaser” means the actual knowledge of the Chief Executive Officer and
Chief Financial Officer of Purchaser, without independent research. No constructive or imputed
knowledge shall be attributed to any such individual by virtue of any position held, relationship to
any other Person or for any other reason.
ARTICLE 4
COVENANTS OF SELLERS
4.1

Access and Information; Inspections.

(a)
4.1.1 From the Signing Date through the Effective Time, (a) Sellers shall
afford to the officers and agents of Purchaser (which shall include accountants, attorneys, bankers
and other consultants and authorized agents of Purchaser) reasonable access during normal
business hours at Sellers’ corporate headquarters in Los Angeles, California to, and the right to
inspect, the books, accounts, records and all other relevant documents and information with
respect to the assets, liabilities and business of the Hospital and the plant and property of the
Hospital at the Hospital and (b) Sellers shall furnish Purchaser with such additional financial and
operating data and other information in Sellers’ possession as to the businesses and properties of
the Hospital as Purchaser or its representatives may from time to time reasonably request;
provided, however, that Sellers are not obligated to disclose information which is proprietary to
Sellers and would not be essential to the ongoing operation of the Hospital by Purchaser; provided,
further, that all disclosures of information shall be consistent with the confidentiality agreements
and any other non-disclosure agreements entered into (or to be entered into) among Purchaser, its
representatives and Sellers or their representatives. Purchaser’s right of access and inspection
shall be exercised in such a manner as not to interfere unreasonably with the operations of Sellers
or the Hospital.
(b)
4.1.2 Notwithstanding anything contained herein, Sellers shall not be
required to provide Purchaser or its representatives or agents access to or disclose information
where such access or disclosure would violate the rights of its patients, jeopardize the
attorney-client or similar privilege with respect to such information or contravene any law,
judgment, fiduciary duty or contract entered into prior to or on the date of this Agreement with
respect to such information.
4.2

Cooperation.

(a)
4.2.1 The partiesParties shall reasonably cooperate with each other and their
respective authorized representatives and attorneys in: (a) in all efforts to obtain all consents,
approvals, authorizations, clearances and licenses required to carry out the transactions
contemplated by this Agreement (including, without limitation, those of governmental and
24
US_Active\114188900114483166\V-6

regulatory authorities), (b) in the preparation of any document or other material which may be
required by any governmental agency as a predicate to or result of the transactions contemplated in
this Agreement, and (c) in Purchaser’s efforts to effectuate the assignment of Assigned Contracts
to Purchaser as of the Closing Date.
(b)
4.2.2 Except as may be otherwise requested by Sellers in order to comply
with applicable law or regulatory guidance, notwithstanding anything contained herein, other than
Bankruptcy Court orders and authorizations, it shall be Purchaser’s sole responsibility (including
payment of any fees, expenses, filing costs or other amounts) to obtain the Contract and Lease
Consents, as well as all governmental consents, approvals, assignments, authorizations, clearances
and licenses required to (x) carry out the transactions contemplated by this Agreement and/or (y)
transfer any of the Assets, including any Licenses, Transferred Managed Care Agreements and/or
Transferred Private Payor Agreements, not including the application required to be submitted to
the California Attorney General and the transfer of the Medicare Provider Agreement and the
Medi-Cal Provider AgreementsAgreement, which are dealt with in Sections 5.9.35.8(c) and 4.5
hereto respectively. Upon request, Sellers shall provide Seller-specific information that may be
needed for suchby Purchaser applicationsto obtain such Contract and Lease Consents and such
governmental consents, approvals, assignments, authorizations, clearances and licenses.
(c)
4.2.3 Notwithstanding any provision to the contrary contained in this
Agreement, Sellers shall not be obligated to obtain the approval or consent to the assignment, to
Purchaser, of any Assigned Contracts or Assigned Leases, from any party to any of the Assigned
Contracts or Assigned Leases even if any such contract or lease states that it is not assignable
without such party’s consent.
4.3
Sellers’ Efforts to Close. Sellers shall use their reasonable commercial efforts to
satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to their or
Purchaser’s obligations under this Agreement to the extent that Sellers’ action or inaction can
control or materially influence the satisfaction of such conditions; provided, however, that Sellers
shall not be required to pay or commit to pay any amount to (or incur any obligation in favor of)
any person (other than any filing or application fees to the extent Sellers are responsible therefor
under this Agreement).
4.4
Termination Cost Reports. Sellers shall file all Medicare, Medi-Cal and any other
termination cost reports required to be filed as a result of the consummation of (a) the transfer of
the Assets to Purchaser and (b) the transactions contemplated by this Agreement, provided that
Purchaser shall fund reasonable costs and expenses of preparation, filing and audit of such reports.
Purchaser shall permit Sellers access to all Hospital books and records to prepare such reports and
shall assist Sellers in the process of preparing, filing, and reviewing the termination cost reports.
All such termination cost reports shall be filed by Sellers in a manner that is consistent with current
laws, rules and regulations. Sellers shall be responsible for filing governmental cost reports for the
period [TBD]all periods through the day immediately preceding the Licensure Date. Purchaser
shall be responsible for their own cost report filings relating to the Hospital beginning on the
Licensure Date.
4.5
Medicare and Medi-Cal Enrollment. Sellers shall make commercially reasonable
efforts to expeditiously enter into settlement agreements with the Centers for Medicare and
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Medicaid Services (“CMS”), with respect to the Medicare Provider Agreement, and the California
Department of Health Care Services (“DHCS”), with respect to the Medi-Cal Provider Agreement
or, alternatively, obtain Bankruptcy Court rulings and Final Orders that the provider agreements
for Medicare Provider Agreement and/or the Medi-Cal Provider Agreement may be transferred
without the consent of CMS or DHCS, as applicable, free and clear of Encumbrances and
Excluded Liabilities and without successor liability, to enable such agreements to be assigned to
Purchaser. Between the Closing Date and the Licensure Date, Purchaser may bill and collect for
patient services under Seller’s health plan agreements, pursuant to the terms of the IMA and
Leaseback Agreement.
4.6
Transferred Private Payor Agreements. For purposes of this Section 4.6, the
following terms shall have the meanings set forth herein: (a) “Payor” means the non-debtor
counter-party to a Transferred Private Payor Agreement; (b) “Overpayment” means an
overpayment made by a Payor to SFMC on account of a Contracted Payment; (c) “Contracted
Payment” means the contractual reimbursement due from a Payor to SFMC under a Transferred
Private Payor Agreement for covered services rendered by Hospital under such agreement with a
date of service on or prior to the Effective Time. Purchaser agrees that, as a condition to the
assignment of any Transferred Private Payor Agreement on the Licensure Date, it shall honor any
defenses to the payment of, and shall permit recoupment against, an Account Receivable due from
Payor to Purchaser based on an Overpayment under such agreement, provided that, the
determination and allowance of any Overpayment shall remain subject to the terms and conditions
of the relevant Transferred Private Payor Agreement. Without limiting the scope of the foregoing
sentence, Purchaser acknowledges and agrees that (a) the Sale Order shall authorize a Payor to
continue to exercise its defenses to the payment to Purchaser of an Account Receivable based on
an Overpayment, and (b) Overpayments do not constitute Cure Costs under this Agreement. This
Section 4.6 shall satisfy the requirements under Sections 365(b) and (f) of the Bankruptcy Code.
Following the Licensure Date, pursuant to Section 365(k) of the Bankruptcy Code, the SFMC shall
be relieved and released from any obligation to any Payor on account of any Overpayment or
otherwise.
4.7
Hospital Operations. From the date of the Sale Order until the Closing, Sellers
shall, with respect to the operation of the Hospital, use commercially reasonable efforts (in each
case subject to actions relating to and impacts arising from the SARS-CoV-2 virus or mutations
therefrom or in connection with the disease COVID-19) to:
(a)
4.7.1 without regard to negative financial impacts or any Material Adverse
Effect, carry on Sellers’ operation of the Hospital consistent with past practice, but subject to the
Bankruptcy Cases and Sellers’ obligations and actions in connection therewith;
(b)
4.7.2 without regard to Material Adverse Effect, maintain in effect the
insurance coverages with respect to the Assets;
(c)
4.7.3 without regard to Material Adverse Effect, perform Sellers’ material
obligations under all Assigned Contracts with respect to the Assets in compliance with the
Bankruptcy Code;
(d)

4.7.4 with respect to material deficiencies, if any, cited by any
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governmental authority or accreditation body in the most recent surveys conducted by each,
develop and implement a plan of correction (without regard to Material Adverse Effect) that is
reasonably acceptable to such governmental authority or such accreditation body, but excluding
any deficiencies cited (i) by the Attorney General or (ii) with respect to seismic or OSHPD-related
requirements; provided, however, that Sellers may appeal any material deficiency citations under
applicable laws if a plan of correction is not accepted by the applicable governmental authority or
accreditation body which appeal shall satisfy Sellers obligations under this subsection;
(e)
4.7.5 following entry of the Sale Order, permit and allow reasonable access
by Purchaser and its representatives to make offers of post-Closing employment to any of Sellers’
personnel and to establish relationships with physicians, medical staff and others having business
relations with Sellers, provided, that any written materials shall be approved by Sellers prior to
being sent, and provided further that such actions by Purchaser do not unreasonably interfere with
Sellers’ operation of the Hospital;
(f)
4.7.6 timely file or cause to be filed all material reports, notices and tax
returns required to be filed and pay all required taxes as they come due, unless such failure would
not have a Material Adverse Effect; and
(g)
4.7.7 without regard to Material Adverse Effect, maintain all existing
material approvals, permits and environmental permits relating to the Hospital.
4.8
Interim Collections. Purchaser may bill and collect for patient services rendered by
Hospital between the Closing Date and the Licensure Date under Seller’s Private Payor
Agreements and Transferred Managed Care Agreements, pursuant to the terms of the IMA and
Leaseback Agreement.
4.9

Contract With Unions.

(a)
Promptly following the Signing Date, representatives of Sellers who are
parties to St. Francis related collective bargaining agreements and of the Purchaser, respectively,
shall meet and confer from time to time as reasonably requested by either Party to discuss strategic
business options including terms contained under all operative collective bargaining agreements.
The applicable Sellers and Purchaser shall each participate in all negotiations related to the
potential modification and assignment of specific Seller’s collective bargaining agreements to
Purchaser. The applicable Sellers shall use commercially reasonable efforts to initiate discussions
with Purchaser and unions and conduct discussions to renegotiate each collective bargaining
agreement currently in effect with each applicable union. The applicable Sellers will not
unreasonably withhold, condition or delay Bankruptcy Court approval of any successfully
renegotiated collective bargaining agreement. The Parties recognize that Seller’s failure to
conclude a successor collective bargaining agreement shall not be a breach of Sellers’ obligation
under this Agreement or otherwise excuse Purchaser’s obligations under this Agreement.
(b)
On or before the date that is thirty (30) days after the Sale Order Date, the
negotiations pursuant to Section 4.9(a) shall have resulted in each, such labor unions, agreeing to
either (i) either modification of the St. Francis related collective bargaining agreements under
terms that are to be substantially consistent with the Purchaser’s existing and most current
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collective bargaining agreements with each such respective labor union, and that settle all
liabilities under the existing Seller collective bargaining agreements that shall be assigned to
Purchaser, provided that there are shall be no cure obligations to the Sellers or (ii) enter into new
collective bargaining agreements that are substantially consistent with the Purchaser’s existing
collective bargaining agreements with each such respective labor union; provided, that if
Purchaser and each labor union have not entered into such agreements described in (i) or (ii)
above, or have entered into an agreement under (ii), then Sellers shall have the absolute right to file
or take any other action to reject and terminate any such collective bargaining agreement and, in
such event, the Bankruptcy Court shall have entered an order granting Sellers’ requested rejection
of such collective bargaining agreement prior to the Closing Date.
4.10 Consulting Services. Subject to compliance with applicable Legal Requirements
and after entry of the Sale Order if the Purchaser is the Prevailing Bidder:
(a)
Purchaser shall provide consulting services to the Hospital for the period
prior to the Closing Date;
(b)
the consulting services provided by Purchaser may include, but not be
limited to, reviewing and advising SFMC regarding accounting and financial records, contracting,
billing and collection activities, compliance with law, any of the plans or actions proposed in the
following sentence, and other functions;
(c)
Sellers shall consider and implement any mutually reasonably agreed upon
plans and actions proposed by Purchaser to (a) assist the Hospital in meeting any seismic
compliance deadlines, (b) stabilize and improve the operations of the Hospital or (c) develop and
implement turnaround plans for the long-term viability of the Hospital; and
(d)
Purchaser shall have reasonable access to the business office and records of
the Hospital, which shall include reasonable access to the Hospital’s chief executive officer, chief
financial officer, chief operations officer or other equivalent personnel of the Hospital reasonably
necessary for Purchaser to perform the aforementioned consulting services.
Notwithstanding the foregoing, VHS, SFMC and their boards of directors shall at all times retain
ultimate control and governance over the assets and operation of the Hospital. Neither VHS nor
SFMC shall delegate to Purchaser any of the powers, duties and responsibilities required to own or
operate the Hospital or those that are retained by VHS and/or SFMC under law (including all
certificates and licenses issued under authority of law for ownership or operation of the Hospital).
For the period of time during which such consulting services are provided, Hospital and VHS shall
have the non-exclusive, royalty-free, unlimited license to use any implemented Purchaser-owned
intellectual property. Purchaser shall not charge Sellers any consulting fee for providing the
services described in this Section 4.11.
4.11 Cure Costs. On or about the Closing Date, Sellers (from the proceeds of the
Purchase Price) shall pay an amount equal to the Cure Costs to each counter party to an Assigned
Contract and Assigned Lease so that each such Assigned Contract and Assigned Lease may be
assumed by Sellers and assigned to Purchaser in accordance with the provisions of Section 365 of
the Bankruptcy Code. For purposes of this Agreement, “Cure Costs”, means all amounts that
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must be paid and all obligations that otherwise must be satisfied, including pursuant to Sections
365(b)(1)(A) and (B) of the Bankruptcy Code in connection with the assumption and/or
assignment of the Assigned Contracts and Assigned Leases to Purchaser as provided herein.
ARTICLE 5
COVENANTS OF PURCHASER
5.1
Purchaser’s Efforts to Close. Purchaser shall use its reasonable commercial efforts
to satisfy all of the conditions precedent set forth in ARTICLE 7 and ARTICLE 8 to its or Sellers’
obligations under this Agreement to the extent that Purchaser’s action or inaction can control or
materially influence the satisfaction of such conditions.
5.2
Consents. Purchaser shall be entitled, but not obligated, to seek to obtain the
Contract and Lease Consents. Purchaser shall be entitled, but not obligated, to solicit and seek to
obtain estoppel certificates from any third party to any Leased Real Property. Purchaser’s failure
to obtain any or all of the Contract and Lease Consents or estoppel certificates as of the Closing
Date shall not be a condition precedent to either partyParty’s obligation to consummate the
Closing and perform all transactions contemplated by this Agreement.
5.3

Certain Employee Matters.

(a)
Purchaser agrees to make offers of employment, effective as of the
Effective Time, to substantially all persons (whether such persons are full time employees,
part-time employees, on short-term or long-term disability or on leave of absence, military leave or
workers compensation leave) who, immediately prior to the Effective Time are: (i) employees of
SFMC; or (ii) employed by another Seller or affiliate and are listed on Schedule 5.3 (collectively,
the “Hospital Employees”). For the avoidance of doubt, the Hospital Employees shall not include
any employees of Verity Health System of California, Inc.VHS or any other affiliate of Sellers
unless such individual is listed on Schedule 5.3. Any of the Hospital Employees who accept an
offer of employment with Purchaser as of or after the Effective Time shall be referred to in this
Agreement as the “Hired Employees.” All employees who are Hired Employees shall cease to be
employees of Sellers or its affiliates as of the Closing Date.
(b)
After the Closing Date, Purchaser’s human resources department will give
reasonable assistance to Sellers and their affiliates with respect to Sellers’ and Sellers’ affiliates’
post-Closing administration of Sellers’ and Sellers’ affiliates’ pre-Closing employee benefit plans
for the Hospital Employees. Within five (5) days after the Closing Date, Purchaser shall provide to
Sellers a list of all the Hospital Employees who were offered employment by Purchaser but refused
such employment along with a list of all Hired Employees (which such list Purchaser shall
periodically update).
(c)
With respect to any collective bargaining agreements or labor contract with
respect to any union employees, Purchaser shall comply with the applicable laws, or to the extent
applicable, Bankruptcy Court orders relating to collective bargaining agreements or labor
contracts.
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(d)
The provisions of this Section 5.3 are solely for the benefit of the parties to
this AgreementParties, and no employee or former employee or any other individual associated
therewith or any employee benefit plan or trustee thereof shall be regarded for any purpose as a
third party beneficiary of this Agreement, and nothing herein shall be construed as an amendment
to any employee benefit plan for any purpose.
5.4
Waiver of Bulk Sales Law Compliance. Purchaser hereby waives compliance by
Sellers with the requirements, if any, of Article 6 of the Uniform Commercial Code as in force in
any state in which the Assets are located and all other laws applicable to bulk sales and transfers.
5.5
Conduct Pending Closing. Prior to consummation of the transactions contemplated
hereby or the termination or expiration of this Agreement pursuant to its terms, unless Sellers shall
otherwise consent in writing, Purchaser shall not take any action or fail or omit to take any action
which would cause any of Purchaser’s representations and warranties set forth in ARTICLE 4 to
be inaccurate or untrue during the term of this Agreement and as of the Closing.
5.6
Resale Certificate. Purchaser agrees to furnish to Sellers any resale certificate or
certificates or other similar documents reasonably requested by Sellers to comply with or obtain an
exemption from pertinent excise, sales and use tax laws.
5.7
Cure Costs. On or about the Closing Date, Sellers (from the proceeds of the
Purchase Price) shall pay an amount equal to the Cure Costs to each counter party to an Assigned
Contract and Assigned Lease so that each such Assigned Contract and Assigned Lease may be
assumed by Sellers and assigned to Purchaser in accordance with the provisions of Section 365 of
the Bankruptcy Code. For purposes of this Agreement, “Cure Costs”, means all amounts that
must be paid and all obligations that otherwise must be satisfied, including pursuant to Sections
365(b)(1)(A) and (B) of the Bankruptcy Code in connection with the assumption and/or
assignment of the Assigned Contracts and Assigned Leases to Purchaser as provided herein.
5.7
5.8 Operating Covenant.
obligations under this Agreement.
5.8

Purchaser shall act in good faith in fulfilling its

5.9 Governmental Approvals.

(a)
5.9.1 Best Efforts. Purchaser (a) shall use its best efforts to secure, as
promptly as possible after the Signing Date, all consents, approvals (or exemptions therefrom),
authorizations, clearances and licenses required to be obtained from governmental and regulatory
authorities in order to carry out the transactions contemplated by this Agreement and to cause all of
its covenants and agreements to be performed, satisfied and fulfilled, and (b) will provide such
other information and communications to governmental and regulatory authorities as Sellers or
such authorities may reasonably request. Purchaser is responsible for all filings with and requests
to governmental authorities necessary to enable Purchaser to operate the Hospital at and after the
Licensure Date. Purchaser acknowledges that Sellers may independently contact governmental
and regulatory authorities as part of this process.
(b)
5.9.2 Change of Ownership Applications. Purchaser shall, promptly, but no
later than ten (10) business days after the entry of the Sale Order, or sooner if required by
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applicable governmental or regulatory authorities, file all applications, licensing packages and
other documents with all applicable governmental and regulatory authorities which are necessary
for the operation of a hospital and the consummation of the transactions hereunder, including the
hospital license change of ownership application with CDPH, the hospital pharmacy change of
ownership application with the BOP, and the Medicare and Medi-Cal change-of-ownership
applications.
(c)
5.9.3 Attorney General Application. Purchaser and Sellers shall, promptly,
but no later than twofive (25) business days after the date of the Sale Order, file with the California
Attorney General (the “Attorney General”), the application and report forms required for the
transactions contemplated hereby and any supplemental information that may be reasonably
requested in connection therewith pursuant to Title 11, Division 1, Chapter 15, Section 999.5 of
the California Code of Regulations (“Section 999.5”), which application and report forms and
supplemental information will comply in all material respects with the requirements of such
regulations and shall state that Purchaser agrees to accept and comply with thoseclose the
transactions contemplated by this Agreement so long as any conditions issuedimposed by the
Attorney General applicable to St. Francis, dated September 25, 2019 as amended by the order of
the Bankruptcy Court November 14, 2019 [Docket No. 3611], andare not materially more
burdensome than the conditions attached hereto as Exhibit 5.9.35.8(c) (the “Accepted
Conditions”). Purchaser shall pay all fees (including, without limitation, attorneys’ fees) required
of Purchaser or Sellers with respect to the preparation and submission of the application, hearings,
expert reports, Attorney General attorney review time, reports and other requirements of the
Attorney General under Section 999.5. Each of Purchaser and Sellers shall furnish to the other
such information and assistance as the other shall reasonably requires in connection with the
preparation and submission to, or agency proceedings by, the Attorney General, and each of
Purchaser and Sellers shall keep the other promptly apprised of any communications with, and
inquires or requests for information from, the Attorney General. Purchaser shall take such action
as may be required by the Attorney General in order to resolve with the minimum practicable delay
any objections the Attorney General may have to the transactions contemplated by this Agreement
under Section 999.5. For any late submission of the Attorney General application, at Seller’s
election, either the Purchase Price shall be increased by an amount equal to _______________One
Thousand Dollars ($_______1,000) per day or Sellers may terminate this Agreement.
(d)
5.9.4 HSR Filing. Purchaser and Sellers shall, promptly, but no later than
twofive (25) business days after the date of the Sale Order, file with the Federal Trade Commission
and the Department of Justice the notification and report forms required for the transactions
contemplated hereby and any supplemental information that may be reasonably requested in
connection therewith pursuant to the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended (the “HSR Act”), which notification and report forms and supplemental information will
comply in all material respects with the requirements of the HSR Act. Purchaser shall pay all
filing fees required of Purchaser or Sellers with respect to the notification, report and other
requirements of the HSR Act. Each of Purchaser and Sellers shall furnish to the other such
information and assistance as the other shall reasonably requires in connection with the
preparation and submission to, or agency proceedings by, any governmental authority under the
HSR Act, and each of Purchaser and Sellers shall keep the other promptly apprised of any
communications with, and inquires or requests for information from, such governmental
authorities. Purchaser shall take such action (including divestitures or hold separate arrangements)
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as may be required by any governmental authority in order to resolve with the minimum
practicable delay any objections such governmental authorities may have to the transactions
contemplated by this Agreement under the HSR Act. For any late submission of the application
under the HSR Act, at Seller’s election, either the Purchase Price shall be increased by an amount
equal to _______________One Thousand Dollars ($_______1,000) per day or Sellers may
terminate this Agreement.
ARTICLE 6
BANKRUPTCY COURT APPROVAL
6.1

Bankruptcy Court Approval.

(a)
Sellers and Purchaser acknowledge that this Agreement has been solicited
in conformity with the Bidding Procedures approved by the Bankruptcy Court on February ___26,
2020 [Docket No. __4165] (the “Bid Procedures Order”), and that the sale of the Assets and the
assignment of the Assigned Contracts and Assigned Leases remain subject to Bankruptcy Court
approval. Purchaser further acknowledges that this Agreement and the transactions contemplated
hereby are subject to Sellers’ right and ability to consider higher or better competing bids with
respect to the Assets subject to the terms of the Bid Procedures Order. Pursuant to the Bid
Procedures Order, Purchaser shall, if its bid is determined to be the second highest bid, serve as a
back-up bidder (the “Back-up Bidder”) and, subject to the provisions of the Bid Procedures Order
with respect to the retention of the Deposit, keep Purchaser’s bid to consummate the transactions
contemplated by this Agreement on the terms and conditions set forth in this Agreement (as the
same may be modified with the written consent of Purchaser in any auction under the Bid
Procedures Order) open and irrevocable until the earlier of (i) (a) 5:00 p.m. pacific time on the date
which is thirty (30) days after the entry by the Bankruptcy Court of the Sale Order; or (b) 5:00 p.m.
pacific time on May 31, 2020 (the “Outside Back-up Date”), or (ii) the date of closing of an
alternative transaction with the bidder who prevails at the auction (the “Prevailing Bidder”).
Following the entry of the Sale Order and prior to the Outside Back-up Date, if the Prevailing
Bidder breaches or fails to perform its obligations under the terms and conditions of its respective
transaction documents and Sellers terminate such agreement with the Prevailing Bidder, the
Back-up Bidder will be deemed to have the new prevailing bid, and the Bankruptcy Court order
approving the sale to the Prevailing Bidder shall provide that Sellers will be authorized, without
further order of the Bankruptcy Court, to consummate the transactions contemplated by this
Agreement on the terms and conditions set forth in this Agreement (as the same may be modified
with the written consent of Purchaser in the auction) with the Back-up Bidder.
(b)
Purchaser further acknowledges that this Agreement is subject to
termination, up to the time of entry of the Sale Order, except to the extent otherwise provided in the
Bid Procedures Order, in the event Sellers in the reasonable exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ Assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code.
(c)
Sellers shall, at any hearing to consider approval of this Agreement (the
“Sale Hearing”), exercise reasonable efforts to expeditiously obtain a “Sale Order” approving this
Agreement subject to the reasonable exercise of their fiduciary duties to consider and accept a
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higher and better offer for Sellers’ assets in accordance with the Bankruptcy Code and this
Agreement. For purposes of this Agreement, the term “Sale Order” shall mean an order of the
Bankruptcy Court in form and substance reasonably acceptable to Purchaser, authorizing the sale
of the Assets pursuant to Section 363(b) of the Bankruptcy Code (including the Sellers’
assumption and assignment to Purchaser of the Assigned Contracts and Assigned Leases pursuant
to Section 365 of the Bankruptcy Code) on the terms and conditions set forth herein, free and clear
of all LiensEncumbrances (other than Permitted LiensExceptions) and Excluded Liabilities,
including, for the avoidance of doubt, any successor liability, to the maximum extent permitted by
the Bankruptcy Code. For the avoidance of doubt, in the event the Sale Order is not in form and
substance reasonably acceptable to Purchaser, Purchaser may, at its sole election, terminate the
transaction proposed hereby.
(d)
Sellers agree, subject to the reasonable exercise of their fiduciary duties, to
expeditiously seek a Bankruptcy Court determination that Purchaser is a good faith purchaser
within the meaning of Section 363(m) of the Bankruptcy Code and in good faith to file such
declarations and other evidence as may be required to support a determination.
(e)
Sellers shall seek expeditiously an order from the Bankruptcy Court
retaining jurisdiction over all matters relating to claims against Sellers, whether or not arising in
connection with this Agreement, solely in the Bankruptcy Court.
6.2
Appeal of Sale Order. In the event an appeal is taken or a stay pending appeal is
requested from the Sale Order, Sellers shall immediately notify Purchaser of such appeal or stay
request and shall provide to Purchaser promptly a copy of the related notice of appeal or order of
stay. Sellers shall also provide Purchaser with written notice of any motion or application filed in
connection with any appeal from either of such orders. In the event of an appeal of the Sale Order,
Sellers shall be primarily responsible for drafting pleadings and attending hearings as necessary to
defend against the appeal.
6.3
Bidding Procedures. Sellers and Purchaser shall comply with the terms of the Bid
Procedures Order. Sellers shall sign this Agreement as and when permitted pursuant to the Bid
Procedures Order and the Sale Order.
(a) Any Competing Bidder (as defined in the Bid Procedures) must be a Qualified
Bidder (as defined in the Bid Procedures Order) under the conditions set forth in the Bid
Procedures without waiver thereof or extension of any timing or similar conditions. Purchaser is
irrevocably deemed to be a Qualified Bidder.
(b) The Sellers shall provide to Purchaser, immediately upon receipt/determination,
each of the following: (i) notice of the determination of which others have been determined to be
Qualified Bidders, (ii) notice of which bidders have been determined to not have submitted
Qualified Bids, and (iii) provide to Purchaser copies of all bids.
(c) The Sellers shall not provide any information about Purchaser’s bid to any
Competing Bidder until the start of the Auction.
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ARTICLE 7
CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS
Sellers’ obligation to sell the Assets and to close the transactions as contemplated by this
Agreement shall be subject to the satisfaction of each of the following conditions on or prior to the
Closing Date unless specifically waived in writing by Sellers in whole or in part at or prior to the
Closing:
7.1
Signing and Delivery of Instruments. Purchaser shall have executed and delivered
all documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
7.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
7.3
Governmental Submissions. Purchaser shall have submitted the hospital license
change of ownership application to CDPH and the hospital pharmacy change of ownership
application to the BOP.
7.4
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions no less
favorablewhich are not materially more burdensome than those forth in Exhibit 5.9.35.8(c).
7.5

Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale

Order.
7.6
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
ARTICLE 8
CONDITIONS PRECEDENT TO OBLIGATIONS OF PURCHASER
Purchaser’s obligation to purchase the Assets and to close the transactions contemplated by
this Agreement shall be subject to the satisfaction of each of the following conditions on or prior to
the Closing Date unless specifically waived in writing by Purchaser in whole or in part at or prior
to the Closing.
8.1
Signing and Delivery of Instruments. Sellers shall have executed and delivered all
documents, instruments and certificates required to be executed and delivered pursuant to the
provisions of this Agreement.
8.2
No Restraints. No temporary restraining order, preliminary or permanent
injunction or other order preventing the consummation of the transactions contemplated in this
Agreement shall have been issued by any court of competent jurisdiction or any other
governmental body and remain in effect on the Closing Date.
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8.3
Attorney General Approval. The Attorney General shall have approved the
transactions contemplated by this Agreement, or the Debtors shall have obtained a Bankruptcy
Court order or orders providing for the transfer of the Debtors’ assets on conditions no less
favorablewhich are not materially more burdensome than those forth in Exhibit 5.9.35.8(c). In the
event the Attorney General imposes conditions on the transactions contemplated by this
Agreement, or on Purchaser in connection therewith which are materially more burdensome than
the Purchaser Approved Conditions set forth on Exhibit 5.8(c) (the “Additional Conditions”),
Sellers shall file a motion with the Bankruptcy Court seeking the entry of an order
(“Supplemental Sale Order”) finding that the Additional Conditions are an “interest in property”
for purposes of 11 U.S.C. § 363(f), and that the Assets can be sold free and clear of the Additional
Conditions without the imposition of any other conditions, which would adversely affect the
Purchaser. For purposes of this Section 8.3, Additional Conditions which individually or
collectively impose a direct or indirect cost to Purchaser of Five Million Dollars ($5,000,000), or
more, shall be conclusively deemed to be “materially more burdensome.” If Sellers fail to obtain
such Supplemental Sale Order within sixty (60) days of the Attorney General’s imposition of
Additional Conditions, Purchaser (at its sole discretion) shall be entitled to terminate this
Agreement and receive the return of its Deposit or elect to extend such sixty (60) day period. Upon
the entry of such an order from the Bankruptcy Court, and so long as such order is not stayed,
Purchaser shall be required to consummate the transactions contemplated by this Agreement. If
Sellers do not obtain such an order, or such order does not relieve the Additional Conditions to the
satisfaction of Purchaser, Purchaser shall not be required to consummate the transactions
contemplated by this Agreement.
8.4
Bankruptcy Court Approval. The Bankruptcy Court shall have entered the Sale
Order and made a finding that Purchaser is a “good faith” purchaser, and such order shall not
subject to any stay.
8.5
HSR Act. The applicable waiting period under the HSR Act shall have expired or
been earlier terminated.
8.6
Medicare and Medi-Cal Provider Agreement. Following consultation with
Purchaser, Sellers shall have obtained agreements with CMS and DHCS or an order from the
Bankruptcy Court that has not been stayed with respect to the transfer of the Medicare Provider
Agreement and/or the Medi-Cal Provider Agreement, such that (a) all liabilities, obligations and
Encumbrances under the Medicare/Medi-Cal Agreements are fully satisfied, discharged, and
released with regard to any claims under the Medicare/Medi-Cal Agreements, whether known or
unknown, that CMS or DHCS has against the Sellers or Purchaser for liabilities and obligations
arising under the Medicare/Medi-Cal Agreements before the Effective Time, and (b) the
Medicare/Medi-Cal Agreements will be transferred to Purchaser as of the Effective Time free and
clear of such pre-Closing liabilities, obligations and Encumbrances; provided, however, that
Purchaser acknowledges and agrees that it may be treated by CMS and DHCS as the successor to
the quality history associated with the relevant Medicare/Medi-Cal Agreements assigned and, for
purposes of survey and certification issues associated with such quality history, Purchaser may be
treated as if it is the relevant Seller and no change of ownership occurred.
8.7
Collective Bargaining Agreements and Labor Contracts. Sellers shall have
satisfied, in all material respects, their obligations set forth in Section 4.9(b). For the avoidance of
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doubt, in the event that Purchaser and each labor union has not entered into an agreement described
in Section 4.9(b)(i) or (ii), then material satisfaction of Section 4.9(b) means that Seller has filed or
taken action to reject and terminate any such collective bargaining agreement and that the
Bankruptcy Court has entered an order granting Seller’s requested rejection of such collective
bargaining agreement prior to the Closing Date.
ARTICLE 9
TERMINATION
9.1

Termination. This Agreement may be terminated at any time prior to Closing:
(a)

by the mutual written consent of the partiesParties;

(b)
by Sellers if a material breach of this Agreement has been committed by
Purchaser and such breach has not been (i) waived in writing by Sellers or (ii) cured by Purchaser
to the reasonable satisfaction of Sellers within fifteen (15) business days after Sellers provide
Purchaser of a written notice which describes the nature of such breach and acceptable cure
actions; provided, however, Sellers shall not be permitted to terminate this Agreement pursuant to
this Section 9.1(b) if Sellers are also in material breach of this Agreement;
(c)
by Purchaser if Purchaser has complied with Section 3.8 and a material
breach of this Agreement has been committed by Sellers, which material breach has resulted, or
would more likely than not result, in a Material Adverse Effect on the Assets taken as a whole, and
such breach has not been (i) waived in writing by Purchaser or (ii) cured by Sellers to the
reasonable satisfaction of Purchaser within fifteen (15) business days after Purchaser provides
Sellers of a written notice which describes the nature of such breach and acceptable cure actions;
provided, however, Purchaser shall not be permitted to terminate this Agreement pursuant to this
Section 9.1(c) if Purchaser is also in material breach of this Agreement;
(d)
by Purchaser if satisfaction of any condition in ARTICLE 8 is or becomes
impossible and Purchaser has not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Purchaser to comply with its obligations under this Agreement or (ii) Sellers’ failure to
provide their closing deliveries on the Closing Date as a result of Purchaser not being ready,
willing and able to close the transaction on the Closing Date);
(e)
by Sellers if satisfaction of any such condition in ARTICLE 7 is or becomes
impossible and Sellers have not waived such condition in writing (provided that the failure to
satisfy the applicable condition or conditions has occurred by reason other than (i) through the
failure of Sellers to comply with their obligations under this Agreement or (ii) Purchaser’s failure
to provide its closing deliveries on the Closing Date as a result of Sellers not being ready, willing
and able to close the transaction on the Closing Date);
(f)
by either Purchaser or Sellers if the Bankruptcy Court enters an order
dismissing the Bankruptcy Case prior to the sale closing or fails to approve the sale of the Assets to
Purchaser;
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(g)
by Sellers in the event Sellers in the exercise of their fiduciary duties
determine that they have received a higher and better offer for Sellers’ assets and the Bankruptcy
Court has authorized the Sellers to accept and implement the terms of such offer in accordance
with the Bankruptcy Code;
(h)
by Purchaser in the event that its Back-Up Bidder status has expired in
accordance with the Bid Procedures Order and/or the terms of this Agreement; and
(i)
by either Purchaser or Sellers if the Closing has not occurred (other than
through the failure of any partyParty seeking to terminate this Agreement to comply fully with its
obligations under this Agreement) on or before [December 31September 1, 2020] (the
“Termination Date”); provided, that the Termination Date shall be extended in the event the
conditions set forth in Section 7.4 and Section 8.3 have not been satisfied (but the conditions to
Closing in Article 7 and Article 8 have otherwise been satisfied other than such conditions that are
to be satisfied by payments and deliveries to be made at the Closing) to the earlier of (A) ten (10)
business days after the satisfaction of the conditions set forth in Section 7.4 and Section 8.3 or (B)
December 31, 2020.
9.2
Termination Consequences. If this Agreement is terminated pursuant to Section
9.1: (a) all further obligations of the partiesParties under this Agreement shall terminate, other than
Purchaser’s right to receive a return on the Deposit in accordance with Section 1.2 and a break-up
fee in accordance with the Bidding Procedures, and provided that the provisions of ARTICLE 11,
shall survive, and (b) each partyParty shall pay the costs and expenses incurred by it in connection
with this Agreement; provided, however, that in the case of any termination based on Section
9.1(b) or Section 9.1(c), the consequences of such termination shall be determined in accordance
with ARTICLE 11 hereof. Each partyParty acknowledges that the agreements contained in this
Section 9.2 are an integral part of the transactions contemplated by this Agreement, that without
these agreements such partyParty would not have entered into this Agreement.
9.3
Additional Termination Consequences. In the event that Purchaser is not the
winning bidder as defined in the Bidding Procedures order, Purchaser shall be paid the Stalking
Horse Bidder Protections in accordance with the Bidding Procedures Order.
ARTICLE 10
POST-CLOSING MATTERS
10.1 Excluded Assets. Subject to Section 10.2 hereof, any Excluded Asset (or proceeds
thereof) (a) pursuant to the terms of this Agreement, (b) as otherwise determined by the
partiesParties’ mutual written agreement or (c) absent such agreement, as determined by
adjudication by the Bankruptcy Court, which comes into the possession, custody or control of
Purchaser (or its respective successors-in-interest, assigns or affiliates) shall, within fiveten (510)
business days following receipt, be transferred, assigned or conveyed by Purchaser (and its
respective successors-in-interest, assigns and affiliates) to Sellers without imposing any charge to
Sellers for Purchaser’s transfer, storage, handling or holding of same on and after the Effective
Time. Purchaser (and its respective successors-in-interest, assigns and affiliates) shall have
neither the right to offset amounts payable to Sellers under this Section 10.1 against, nor the right
to contest its obligation to transfer, assign and convey to Sellers because of, outstanding claims,
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liabilities or obligations asserted by Purchaser against Sellers. If Purchaser does not remit any
monies included in the Excluded Assets (or proceeds thereof) to Sellers in accordance with the first
sentence of this Section 10.1, such withheld funds shall bear interest at the Prime Rate in effect on
the calendar day upon which such payment was required to be made to Sellers (the “Excluded
Asset Due Date”) plus five percent (5%) (or the maximum rate allowed by law, whichever is less),
such interest accruing on each calendar day after the Excluded Asset Due Date until payment of
the Excluded Assets and all interest thereon is made to Sellers.
10.2

Preservation and Access to Records After the Closing.

(a)
From the Licensure Date until seven (7) years after the Licensure Date or
such longer period as required by law (the “Document Retention Period”), Purchaser shall keep
and preserve all medical records, patient records, medical staff records and other books and
records which are among the Assets as of the Effective Time, but excluding any records which are
among the Excluded Assets. Purchaser will afford to the representatives of Sellers, any of their
affiliates, the Official Committee of the Unsecured Creditors of the Sellers, Sellers’ estate
representative or any liquidating trustee of the Sellers’ bankruptcy estate (“Seller Parties”),
including their counsel and accountants, full and complete access to, and copies (including,
without limitation, color laser copies) of, such records with respect to time periods prior to the
Licensure Date (including, without limitation, access to records of patients treated at the Hospital
prior to the Licensure Date) during normal business hours after the Licensure Date, to the extent
reasonably needed by any Seller Party for any lawful purpose. Purchaser acknowledges that, as a
result of entering into this Agreement and operating the Hospital, it will gain access to patient
records and other information which are subject to rules and regulations concerning
confidentiality. Purchaser shall abide by any such rules and regulations relating to the confidential
information it acquires. Purchaser shall maintain the patient and medical staff records at the
Hospital in accordance with applicable law and the requirements of relevant insurance carriers.
After the expiration of the Document Retention Period, if Purchaser intends to destroy or
otherwise dispose of any of the documents described in this Section 10.2(a), Purchaser shall
provide written notice to Sellers of Purchaser’s intention no later than forty-five (45) calendar days
prior to the date of such intended destruction or disposal. Any of the Seller Parties shall have the
right, at its sole cost, to take possession of such documents during such forty-five (45) calendar day
period. If any of the Seller Parties doesdo not take possession of such documents during such
forty-five (45) calendar day period, Purchaser shall be free to destroy or otherwise dispose of such
documentation upon the expiration of such forty-five (45) calendar day period.
(b)
Provided that Purchaser shall not incur any out of pocket costs, Purchaser
shall give full cooperation to the Seller Parties and their insurance carriers in connection with the
administration of Sellers’ estate, including, without limitation, in connection with all claims,
actions, causes of action or audits relating to the Excluded Assets, Excluded Liabilities or
pre-Closing operation of the Sellers or the Hospital that any Seller Party may elect to pursue,
dispute or defend, in respect of events occurring prior to the Licensure Date with respect to the
operation of the Hospital. Such cooperation shall include, without limitation, making the Hired
Employees available for interviews, depositions, hearings and trials and other assistance in
connection with the administration of Sellers’ estate and such cooperation shall also include
making all of its employees available to assist in the securing and giving of evidence and in
obtaining the presence and cooperation of witnesses (all of which shall be done without payment
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of any fees or expenses to Purchaser or to such employees). In addition, Sellers and Sellers’
affiliates shall be entitled to remove from the Hospital originals of any such records, but only for
purposes of pending litigation involving the persons to whom such records refer, as certified in
writing prior to removal by counsel retained by Sellers or any of Sellers’ affiliates in connection
with such litigation. Any records so removed from the Hospital shall be promptly returned to
Purchaser following Sellers’ or its applicable affiliate’s use of such records.
(c)
In connection with (i) the transition of the Hospital pursuant to the
transaction contemplated by this Agreement, (ii) Sellers’ rights to the Excluded Assets, (iii) in
connection with any claim, audit, or proceeding, including, without limitation, any tax claim,
audit, or proceeding and (iv) the Sellers’ obligations under the Excluded Liabilities, Purchaser
shall after the Effective Time give Sellers access during normal business hours to Purchaser’s
books, personnel, accounts and records and all other relevant documents and information with
respect to the assets, liabilities and business of the Hospital as representatives of Sellers and
Sellers’ affiliates may from time to time reasonably request, all in such manner as not to
unreasonably interfere with the operations of the Hospital.
(d)
Purchaser and its representatives shall be given access by Sellers during
normal business hours to the extent reasonably needed by Purchaser for business purposes to all
documents, records, correspondence, work papers and other documents retained by Sellers
pertaining to any of the Assets prior to the Effective Time (excluding confidential employee
information, privileged materials and patient records), all in such manner as to not interfere
unreasonably with Sellers. Such documents and other materials shall be, at Sellers’ option, either
(i) copied by Sellers for Purchaser at Purchaser’s expense, or (ii) removed by Purchaser from the
premises, copied by Purchaser and promptly returned to Sellers.
(e)
Purchaser shall comply with, and be solely responsible for, all obligations
under the Standards for Privacy of Individually Identifiable Health Information (45 CFR Parts 160
and 164) promulgated pursuant to the Health Insurance Portability and Accountability Act of 1996
and any and all corresponding California state law requirements with respect to the operation of
the Hospital on and after the Licensure Date.
(f)
Purchaser shall cooperate with Sellers, on a timely basis and as reasonably
requested by Sellers, in connection with the provision of all data of the Hospital and other
information required by Sellers for reporting purposes, including without limitation QAF or DSH
reporting.
(g)
To the maximum extent permitted by law, if any Person requests or
demands, by subpoena or otherwise, any documents relating to the Excluded Liabilities or
Excluded Assets, including without limitation, documents relating to the operations of any of the
Hospital or any of the Hospital’s committees prior to the Licensure Date, prior to any disclosure of
such documents, Purchaser shall notify Sellers and shall provide Sellers with the opportunity to
object to, and otherwise coordinate with respect to, such request or demand.
10.3 Provision of Benefits of Certain Contracts. Notwithstanding anything contained
herein to the contrary, this Agreement shall not constitute an agreement to assign any Assigned
Contract or Assigned Lease, if, notwithstanding the provisions of Sections 363 and 365 of the
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Bankruptcy Code, an attempted assignment thereof, without the consent of the third party thereto,
would constitute a breach thereof or in any way negatively affect the rights of Sellers or Purchaser,
as the assignee of such Assigned Contract or Assigned Lease, as the case may be, thereunder. If,
notwithstanding the provisions of Sections 363 and 365 of the Bankruptcy Code, such consent or
approval is required but not obtained, Sellers will cooperate with Purchaser in any reasonable
arrangement designed to both (a) provide Purchaser with the benefits of or under any such
Assigned Contract or Assigned Lease, and (b) cause Purchaser to bear all costs and obligations of
or under any such Assigned Contract or Assigned Lease. Further, notwithstanding anything
contained in this Agreement to the contrary, this Agreement shall not constitute an agreement to
assign any Account Receivable the assignment of which is either prohibited by law or by the terms
of any contract with a payor without the consent of such payor.
10.4 General Cooperation and Turnover Obligations. The partiesParties shall cooperate
to ensure that any and all payments that constitute “Excluded Assets” shall be paid to and received
by Sellers, with any payments that constitute “Assets” transferred to Purchaser pursuant to Section
1.7 or that otherwise arise from services rendered by Purchaser on or after the Licensure Date be
paid to and received by Purchaser. In this regard, the partiesfor a period of two (2) years after the
Effective Date (“Turnover Period”), the Parties shall, within fiveten (510) business days of
receipt, copy and send to the other partyParty copies (either in hard copy or via electronic file) of
all remittance advices for all deposits to all Lockboxes or other bank accounts for the Receivables,
from whatever payor or source of funds, that are received for services rendered on and after the
Effective Time. In the event that payments that constitute a transferred Asset are deposited to a
bank account of Sellers which is not automatically swept or transferred to Purchaser, then Sellers,
within fiveten (510) days of notice of the receipt of such payments shall turnover and pay
Purchaser said funds. In the event that a deposit representing payment of any Excluded Assets is
received by Purchaser, then Purchaser, within fiveten (510) days of notice of the receipt of funds
representing any Excluded Assets, shall turnover and pay Sellers such funds. Each partyParty
shall have the right, once a yearwithin three (3) months after the expiration of the Turnover Period,
to audit by an independent and competent auditor, at the requesting partyParty’s sole expense, of
the bank records and remittance advices of the other partyParty. Thereafter, upon the findings of
the auditor that there has either been an overpayment or and underpayment of funds due, the
partyParty owning funds shall, within fiveten (510) business days, make a payment of such funds
to whom they are owed.
10.5 Closing of Financials. Provided that Purchaser shall not incur any out of pocket
costs, Purchaser shall cause the individual acting as the chief financial officer of the Hospital after
the Effective Time (the “Post-Effective Time CFO”) to cooperate with Sellers’ representatives in
order to complete the standardized closing of Sellers’ financial records through the Licensure Date
including, without limitation, the closing of general ledger account reconciliations (collectively,
the “Closing of Financials”). Purchaser shall cause the Post-Effective Time CFO to use their
good faith efforts to cooperate with Sellers’ representatives in order to complete the Closing of
Financials by no later than the date which is thirtysixty (3060) calendar days after the Closing
Date. The Post-Effective Time CFO and other appropriate personnel shall be reasonably available
to Sellers for a period of no less than one hundred eighty (180) calendar days after the Closing Date
to assist Sellers in the completion of Sellers’ post-Closing audit, such assistance not to interfere
unreasonably with such Post-Effective Time CFO’s other duties.
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10.6 Medical Staff. To ensure continuity of care in the community, Purchaser agrees
that the Hospital’s medical staff members in good standing as of the Licensure Date shall maintain
medical staff privileges at the Hospital as of the Licensure Date. On and after the Licensure Date,
the medical staff will be subject to the Hospital’s Medical Staff Bylaws then currently in effect,
provided that such Bylaws are in compliance with all applicable laws and regulations and contain
customary obligations.
10.7 Shared Intangible Assets. In the event and to the extent that certain intangible
Assets transferred by Sellers have been used to operate businesses of Verity or Verity Holdings or
their affiliates (“Shared Intangible Assets”) and such Shared Intangible Assets continue to be
used by Verity or Verity Holdings or their affiliates to operate such businesses after Closing,
Verity and Verity Holdings retain the rights to continue to use such Assets notwithstanding their
sale to Purchaser. Purchaser shall reasonably cooperate with Verity and Verity Holdings and their
affiliates to give effect to such rights and shall provide Verity and Verity Holdings and their
affiliates such documentation, records and information and reasonable access to such systems as
necessary for Verity and Verity Holdings and their affiliates to continue to operate such
businesses; all in such manner as not to reasonably interfere with the operations of the Hospitals;
provided, however, Purchaser shall not be required to incur any out-of-pocket costs in association
therewith unless reimbursed by Verity and Verity Holdings and their affiliates.
ARTICLE 11
DEFAULT, TAXES AND COST REPORTS
11.1 Purchaser Default. If Purchaser commits any material default under thisthe
Agreement is terminated pursuant to Section 9.1(b), Sellers shall be entitled to retain the Deposit,
and Sellers may, in addition thereto, pursue any rights or remedies that Sellers may have under this
Agreement or applicable law, including the right to sue for damages or specific performance.
11.2 Sellers Default. If Sellers commit any material default under thisthe Agreement is
terminated pursuant to Section 9.1(c), Purchaser shall have the right to demand and receive a
refund of the Deposit, and Purchaser may, in addition thereto, pursue any rights or remedies that
Purchaser may have under applicable law, including the right to sue for damages or specific
performance.
11.3

Tax Matters; Allocation of Purchase Price.

(a)
After the Licensure Date, the partiesParties shall cooperate fully with each
other and shall make available to each other, as reasonably requested, all information, records or
documents relating to tax liabilities or potential tax liabilities attributable to Sellers with respect to
the operation of the Hospital for all periods prior to the Licensure Date and shall preserve all such
information, records and documents at least until the expiration of any applicable statute of
limitations or extensions thereof. The partiesParties shall also make available to each other to the
extent reasonably required, and at the reasonable cost of the requesting partyParty (for
out-of-pocket costs and expenses only), personnel responsible for preparing or maintaining
information, records and documents in connection with tax matters and as Sellers reasonably may
request in connection with the completion of any post-Closing audits of the Hospital.
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(b)
Solely for purposes of tax reporting, Schedule 11.3 sets forth the allocation
of the Purchase Price (including any liabilities that are considered to be an increase to the Purchase
Price for United States federal income Taxtax purposes) among the Assets in accordance with
Section 1060 of the Code and the Treasury Regulations promulgated thereunder (the “Allocation
Schedule”). The Allocation Schedule shall be final and binding upon Sellers and Purchaser with
respect to matters relating to required tax reporting by each such partyParty. The partiesParties
shall refrain from taking any position that is inconsistent with the Allocation Schedule with respect
to tax reporting.
11.4

Cost Report Matters.

(a)
Consistent with Section 4.4, Sellers shall, at Purchaser’s expense, prepare
and timely file all cost reports relating to the periods ending prior to the Licensure Date or required
as a result of the consummation of the transactions described in this Agreement, including, without
limitation, those relating to Medicare, Medicaid, and other third party payors which settle on a cost
report basis (the “Seller Cost Reports”).
(b)
Upon reasonable notice and during normal business office hours, Purchaser
will cooperate reasonably with Sellers in regard to Sellers’ preparation and filing of the Seller Cost
Reports. Such cooperation shall include, at no cost to Sellers, obtaining access to files at the
Hospital and Purchaser’s provision to Sellers of data and statistics, and the coordination with
Sellers pursuant to reasonable notice of Medicare and Medicaid exit conferences or meetings.
Sellers shall have no obligations after the Licensure Date with respect to Seller Cost Reports
except for preparation and filing thereof.
ARTICLE 12
MISCELLANEOUS PROVISIONS
12.1 Further Assurances and Cooperation. Each partyParty shall execute, acknowledge
and deliver to the other partyParty any and all other assignments, consents, approvals,
conveyances, assurances, documents and instruments reasonably requested by such partyParty at
any time and shall take any and all other actions reasonably requested by such partyParty at any
time for the purpose of consummating the transactions hereunder and fulfilling such partyParty’s
obligations hereunder. After consummation of the transactions contemplated in this Agreement,
the partiesParties agree to cooperate with each other and take such further actions as may be
necessary or appropriate to effectuate, carry out and comply with all of the terms of this
Agreement, the documents referred to in this Agreement and the transactions contemplated
hereby.
12.2 Successors and Assigns. All of the terms and provisions of this Agreement shall be
binding upon and shall inure to the benefit of and be enforceable by the respective successors and
assigns of the partiesParties hereto; provided, however, that no partyParty hereto may assign any
of its rights or delegate any of its duties under this Agreement without the prior written consent of
the other partiesParties which consent shall not be unreasonably withheld or delayed, except that
Purchaser may, without the prior written consent of Sellers, assign all or any portion of its rights
under this Agreement to one or more of its affiliates prior to the Closing Date so long as such
affiliate was described and was part of the Attorney General application under Section 5.8(c) and
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provided that any such assignment shall not relieve Purchaser of or reduce Purchaser’s obligations
under this Agreement.
12.3 Governing Law; Venue. This Agreement shall be construed, performed, and
enforced in accordance with, and governed by, the laws of the State of California (without giving
effect to the principles of conflicts of laws thereof), except to the extent that the laws of such State
are superseded by the Bankruptcy Code or other applicable federal law. For so long as Sellers are
subject to the jurisdiction of the Bankruptcy Court, the partiesParties irrevocably elect, as the sole
judicial forum for the adjudication of any matters arising under or in connection with the
Agreement, and consent to the exclusive jurisdiction of, the Bankruptcy Court. The partiesParties
hereby consent to the jurisdiction of such court and waive their right to challenge any proceeding
involving or relating to this Agreement on the basis of lack of jurisdiction over the Person or forum
non conveniens.
12.4 Amendments. This Agreement may not be amended other than by written
instrument signed by the parties heretoParties.
12.5 Exhibits, Schedules and Disclosure Schedule. The Disclosure Schedule and all
exhibits and schedules referred to in this Agreement shall be attached hereto and are incorporated
by reference herein. From the Signing Date until the Closing, the partiesParties agree that Sellers
may update the Disclosure Schedule as necessary upon written notice to Purchaser, and the
applicable representation and warranty shall thereafter be deemed amended for all purposes by
such updated Disclosure Schedule. Notwithstanding the foregoing, should any exhibit or schedule
not be completed and attached hereto as of the Signing Date, Sellers and Purchaser shall promptly
negotiate in good faith any such exhibit or schedule, which exhibit or schedule must be acceptable
to each of Sellers and Purchaser in their reasonable discretion prior to being attached hereto. Any
matter disclosed in this Agreement or in the Disclosure Schedule with reference to any Section of
this Agreement shall be deemed a disclosure in respect of all sections to which such disclosure
may apply. The headings, if any, of the individual sections of the Disclosure Schedule are provided
for convenience only and are not intended to affect the construction or interpretation of this
Agreement. The Disclosure Schedule is arranged in sections and paragraphs corresponding to the
numbered and lettered sections and paragraphs of this Agreement merely for convenience, and the
disclosure of an item in one section of the Disclosure Schedule as an exception to a particular
obligation, representation or warranty shall be deemed adequately disclosed as an exception with
respect to all other obligations, representations or warranties, notwithstanding the presence or
absence of an appropriate section of the Disclosure Schedule with respect to such other obligation,
representations or warranties or an appropriate cross reference thereto.
12.6 Notices. Any notice, demand, letter or other communication required, permitted, or
desired to be given hereunder shall be deemed effectively given when either personally delivered,
or when received by telegraphic or other electronic means (including facsimile) or overnight
courier, or five (5) calendar days after being deposited in the United States mail, with postage
prepaid thereon, certified or registered mail, return receipt requested, addressed as follows:
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If to Sellers:

Verity Health System of California, Inc.
601 South Figueroa St., Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With a copies to:
Dentons US LLP
(which copies shall 601 South Figueroa St., Suite 2500
not constitute notice) Los Angeles, CA 90017-5704
Attention: Tania Moyron, Esq.
Telephone: 213-243-6101
If to Purchaser:

Prime Healthcare Services, Inc.
3480 East Guasti Road, 2nd Floor
Ontario, California 91761
Attention: General Counsel
Telephone:
Facsimile: 909-235-4316

With a copy to:
McDermott Will & Emery LLP
(which copies shall 2049 Century Park East, Suite 3200
not constitute notice) Los Angeles, California 90067
Attention: Jeffrey Reisner, Esq.
Telephone:
Facsimile: 310-277-4730
or at such other address as one partyParty may designate by notice hereunder to the other
partiesParties.
12.7 Headings. The section and other headings contained in this Agreement and in the
Disclosure Schedule, exhibits and schedules to this Agreement are included for the purpose of
convenient reference only and shall not restrict, amplify, modify or otherwise affect in any way the
meaning or interpretation of this Agreement or the Disclosure Schedule, exhibits and schedules
hereto.
12.8 Publicity. Prior to the Closing Date, Sellers and Purchaser shall consult with each
other as to the form and substance of any press release or other public disclosure materially related
to this Agreement or any other transaction contemplated hereby and each shall have the right to
review and comment on the other’s press releases at least forty-eight (48) hours prior to issuance;
provided, however, that nothing in this Section 12.8 shall be deemed to prohibit either Sellers or
Purchaser from making any disclosure that its counsel deems necessary or advisable in order to
satisfy either partyParty’s disclosure obligations imposed by law subject to reasonable prior notice
to the other partyParty thereof.
12.9 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all parties heretoParties.
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12.10 Gender and Number; Construction; Affiliates. All references to the neuter gender
shall include the feminine or masculine gender and vice versa, where applicable, and all references
to the singular shall include the plural and vice versa, where applicable. Unless otherwise
expressly provided, the word “including” followed by a listing does not limit the preceding words
or terms and shall mean “including, without limitation.” Any reference in this Agreement to an
“affiliate” shall mean any Person directly or indirectly controlling, controlled by or under common
control with a second Person. The term “control” (including the terms “controlled by” and “under
common control with”) means the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise. A “Person” shall mean any natural person, partnership,
corporation, limited liability company, association, trust or other legal entity.
12.11 Third Party Beneficiary. None of the provisions contained in this Agreement are
intended by the partiesParties, nor shall they be deemed, to confer any benefit on any person not a
party to this Agreement, except for the partiesParties’ successors and permitted assigns, and except
for any liquidating trustee or plan administrator for Sellers’ estate.
12.12 Expenses and Attorneys’ Fees. Except as otherwise provided in this Agreement,
each partyParty shall bear and pay its own costs and expenses relating to the preparation of this
Agreement and to the transactions contemplated by, or the performance of or compliance with any
condition or covenant set forth in, this Agreement, including without limitation, the disbursements
and fees of their respective attorneys, accountants, advisors, agents and other representatives,
incidental to the preparation and carrying out of this Agreement, whether or not the transactions
contemplated hereby are consummated. The partiesParties expressly agree that all sales, transfer,
documentary transfer and similar taxes, fees, surcharges and the like in connection with the sale of
the Assets shall be borne by Purchaser. If any action is brought by any partyParty to enforce any
provision of this Agreement, the prevailing partyParty shall be entitled to recover its court costs
and reasonable attorneys’ fees.
12.13 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same Agreement, binding on all of the partiesParties hereto. The partiesParties agree that
facsimile copies of signatures shall be deemed originals for all purposes hereof and that a
partyParty may produce such copies, without the need to produce original signatures, to prove the
existence of this Agreement in any proceeding brought hereunder.
12.14 Entire Agreement. This Agreement, the Disclosure Schedule, the exhibits and
schedules, and the documents referred to in this Agreement contain the entire understanding
between the partiesParties with respect to the transactions contemplated hereby and supersede all
prior or contemporaneous agreements, understandings, representations and statements, oral or
written, between the partiesParties on the subject matter hereof (the “Superseded Agreements”),
which Superseded Agreements shall be of no further force or effect.
12.15 No Waiver. Any term, covenant or condition of this Agreement may be waived at
any time by the partyParty which is entitled to the benefit thereof but only by a written notice
signed by the partyParty expressly waiving such term or condition. The subsequent acceptance of
performance hereunder by a partyParty shall not be deemed to be a waiver of any preceding breach
45
US_Active\114188900114483166\V-6

by any other partyParty of any term, covenant or condition of this Agreement, other than the
failure of such other partyParty to perform the particular duties so accepted, regardless of the
accepting partyParty’s knowledge of such preceding breach at the time of acceptance of such
performance. The waiver of any term, covenant or condition shall not be construed as a waiver of
any other term, covenant or condition of this Agreement.
12.16 Severability. If any term, provision, condition or covenant of this Agreement or the
application thereof to any partyParty or circumstance shall be held to be invalid or unenforceable
to any extent in any jurisdiction, then the remainder of this Agreement and the application of such
term, provision, condition or covenant in any other jurisdiction or to persons or circumstances
other than those as to whom or which it is held to be invalid or unenforceable, shall not be affected
thereby, and each term, provision, condition and covenant of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.
12.17 Time is of the Essence. Time is of the essence for all dates and time periods set
forth in this Agreement and each performance called for in this Agreement.
12.18 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.18. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[REMAINDER OF PAGE IS BLANK]
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IN WITNESS WHEREOF, this Agreement has been entered into as of the day and year
first above written.
PURCHASER:
[Insert Name]
Prime Healthcare Services, Inc.
Signature:
Print Name:
Title:
Date:
SELLERS:
Verity Health System of California, Inc.
Signature:
Print Name:
Title:
Date:
Verity Holdings, LLC
Signature:
Print Name:
Title:
Date:
St. Francis Medical Center
Signature:
Print Name:
Title:
Date:
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Exhibit 1.3(a) to APA
Form of Leaseback Agreement
See attached.
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SALE LEASEBACK AGREEMENT
[Note: This agreement is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital
Newco and Manager. This structure is not required.]
This Sale Leaseback Agreement (the “Leaseback Agreement”) is made and entered into
as of [__________] , 2020 (the “Signing Date”), by and among St. Francis Medical Center, a
California nonprofit public benefit corporation (the “Corporation”) on the one hand, and
____________________________ (“Parent Company”) and ___________________ (“Hospital
Newco,” and collectively with Parent Company, the “Parent Company Parties”) on the other
hand. The Corporation, Parent Company, and Hospital Newco may be referred to herein
individually as a “Party,” and collectively as the “partiesParties.”
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company and the Corporation have entered into that certain Asset Purchase
Agreement, dated of even date herewith (the “APA”), which provides for the sale of the assets of
the Corporation and related assets (collectively, the “Assets”). Capitalized terms not defined in
this Leaseback Agreement shall have the meanings given to such terms in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”).
E.
Parent Company designated its affiliate, Hospital Newco, as the owner of the
Corporation’s Assets purchased by Parent Company under the APA (the “Designation”), and its
affiliate _________________________ (the “Manager”) as the operator of the Hospital.
F.
Pursuant to Section 1.3 of the APA, the Corporation, Parent Company, and the
Manager, are entering into that certain Interim Management Agreement (“IMA”) of even date
herewith, and commencing at the Effective Time (as defined in the APA), to enable the Manager to
manage the day-to-day operations of the Hospital following the Closing (as defined in the APA)
until the Manager is issued the Licenses (as defined in the APA) necessary to operate the Hospital
(for the avoidance of doubt, that date will occur when the Manager is issued both a license to
operate the Hospital as an acute care hospital by the California Department of Public Health, and a
permit to operate a hospital-based pharmacy by the California Board of Pharmacy (collectively,
the “New Licenses”)).
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A.
Pursuant to the APA, at the Effective Time, Parent Company will purchase the
Corporation’s Assets, except for the Excluded Assets (as set forth in the APA). Also pursuant to
the APA, that portion of the Assets constituting drugs, dangerous devices, pharmacy systems, or
other pharmacy assets (the “Pharmacy Assets”), the Medicare/Medi-Cal Agreements, the
Lockboxes, the Transferred Managed Care Agreements and the Transferred Private Payor
Agreements (collectively, the “Licensure Date Assets”) shall transfer to Parent Company (or its
affiliate) as of the Licensure Date (as defined in the APA).
B.
Immediately following the Closing, and until the Manager obtains the New
Licenses, the Parent Company Parties desire to lease back or license to the Corporation all of the
then-acquired Corporation’s Assets used in the operation of the Hospital, and the Corporation
desires to so lease or license such Corporation’s Assets from the Parent Company Parties on the
terms and conditions set forth herein.
The Corporation’s Assets shall exclude the
PharmacyLicensure Date Assets, which the Corporation shall own until the New Licenses are
issued.
AGREEMENT
NOW, THEREFORE, in consideration of the covenants and conditions contained herein,
and for other good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the partiesParties hereby agree as follows:
1.
Definitions. Any capitalized term appearing herein that is not defined shall have
the same definition ascribed to it under the IMA or the APA (as designated when such term first
appears herein).
2.

Description of The Leased or Licensed Assets.

2.1
Leased or Licensed Assets. The Parent Company Parties hereby lease or
license to the Corporation, and the Corporation leases or licenses from the Parent Company
Parties, all of the Corporation’s Assets used in the operation of the Hospital, except for the
PharmacyLicensure Date Assets, which the Corporation shall continue to own until the Licensure
Date (as defined in the APA) (collectively, the “Leased or Licensed Assets”). Specifically, the
Leased or Licensed Assets shall include: (a) the Hospital Premises (which shall be leased); (b)
tangible personal property, including, but not limited to, fixtures, furnishings, hard copy medical
and financial records and equipment (including, but not limited to, hardware to operate and run the
electronic health record systems, hospital operating systems, laboratory information systems, and
financial reporting systems) (which shall be leased); and (c) intangible intellectual property saved
or embodied in the electronic health record systems, hospital operating systems, laboratory
information systems, and financial reporting systems (which shall be licensed for use by the
Corporation).
2.2

Management of Pharmacy and Use of Pharmacy Assets.

(a)
The Corporation shall at all times during the term of this Leaseback
Agreement be the owner of the Pharmacy Assets. The partiesParties acknowledge, however, that
under the IMA, the Manager will be managing the Corporation’s pharmacy during the
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Management Period (as defined in the IMA), and the Corporation therefore grants the Manager
(i) access to and authority to use the drugs, dangerous drug delivery devices, or other tangible
pharmacy assets, and (ii) a license to use the intangible intellectual property saved or embodied in
the pharmacy systems, in each case to the extent necessary for the Manager to fulfill its
obligations under the IMA.
(b)
Pursuant to the IMA, the Corporation shall be responsible for
purchasing drugs and dangerous devices identified by the Manager as necessary for the
operations of the Hospital, and the Manager shall reimburse the Corporation for all costs and
expenses incurred for such purchases.
3.
Term; Termination. This Leaseback Agreement shall have a term coextensive with
the Management Period (as defined in the IMA) and shall automatically terminate upon the
termination of the IMA.
4.

Payments by the Parent Company Parties.

4.1
Utilities. The Parent Company Parties shall pay all utilities and services
supplied to the Hospital during the term hereof, including but not limited to water, gas, air
conditioning, heat, light, power, telephone service, and waste removal services.
4.2
Taxes. The Parent Company Parties shall pay all taxes, assessments, and
levies of any kind or nature whatsoever, including real property taxes, personal property taxes,
income taxes, employment taxes, and sales or use taxes, that are taxed, assessed, levied, invoiced
or imposed upon or against the Leased or Licensed Assets, the Hospital, and/or the Corporation,
after the Effective Time.
4.3
Insurance. The Parent Company Parties shall pay for all insurance
coverages, including premiums, deductibles, stop-loss, and any other insurance covering the
Leased or Licensed Assets, the PharmacyLicensure Date Assets, the Hospital, and the Corporation
during the term hereof. The Parent Company Parties covenant and agree that the Leased or
Licensed Assets, the PharmacyLicensure Date Assets, the Hospital, and the Corporation are
covered as of the date hereof and will be covered at all times by general liability, fire, theft,
business interruption, cyber, professional liability, directors and officers insurance, employment
practices liability, terrorism, workers’ compensation & employers’ liability, directors and officers,
fiduciary, crime, punitive damages excess liability, physical damage, property liability,
automobile, storage tank, helipad and non-owned aviation, sexual misconduct and molestation,
medical provider professional liability, and provider capitation stop loss (managed care excess
loss) insurance. All such insurance shall name the Parent Company Parties and the Corporation as
insureds as their respective interests may appear.
4.4
Repairs and Maintenance: Alterations. TheDuring the term of this
Leaseback Agreement, the Parent Company Parties shall pay all costs of repairing (including
replacement of) and maintaining the Leased or Licensed Assets and Hospital and every part
thereof in good and sanitary order, condition and repair during the term hereof, reasonable wear
and tear excepted, including, without limitation, all costs of all repairs, replacements and
maintenance required by any applicable governmental law, statute, ordinance, rule or regulation,
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including the California Office of Statewide Health Planning and Development (“OSHPD”). The
Corporation shall not make any alterations or changes to the Leased or Licensed Assets without
prior written approval of the Parent Company Parties, which may be given or withheld in the
Parent Company Parties’ sole discretion.
4.5
Payment. Nothing in this Section 4 shall in any way limit, reduce, or
otherwise affect Parent Company’s payment obligations under the IMA or the APA.
5.
Use. The Leased or Licensed Assets shall be used for the operation of the Hospital,
subject to the terms of the APA and the IMA.
6.

Risk of Loss.

6.1
The Corporation assumes no risks or liability for damage to or injury
occurring to the Leased or Licensed Assets or Hospital during the term of this Leaseback
Agreement by any means whatsoever, including fire, storm, earthquake, vandalism, strike,
accident or any other casualty (collectively, “Casualty”), and the Parent Company Parties shall
have all right, title, and interest in and to the proceeds of any insurance it obtained and paid for
covering such Casualty.
6.2
If, during the term of this Leaseback Agreement, action is initiated to take
the Hospital Premises or any portion thereof by eminent domain or condemnation proceedings,
exercise of state authority under an executive order or by deed in lieu thereof (collectively,
“Condemnation”), the Parent Company Parties, and not the Corporation, shall have all right, title,
and interest in and to the award from the Condemnation.
6.3
In the event of a Casualty or Condemnation, neither the Parent Company
Parties nor the Corporation may terminate this Leaseback Agreement.
7.
Continued Access. Following termination of this Leaseback Agreement, and until
the entry of final decrees closing the Bankruptcy Cases, the Patient Care Ombudsman, appointed
by the United States Trustee pursuant to Bankruptcy Code § 333 and approved by the Bankruptcy
Court [see Docket No. 430], shall have continuing access to the Leased or Licensed Assets and
related personnel during normal business hours and upon at least one (1) business day’s prior
written notice to the Parent Company Parties, for the purpose of winding down the Corporation’s
affairs, in connection with any litigation or adversary proceedings, and to effectuate the chapter 11
plan as approved by the Bankruptcy Court.
8.

Miscellaneous.

8.1
Further Assurances. Each of the partiesParties hereto agrees to execute and
deliver any and all further agreements, documents or instruments necessary to effectuate this
Leaseback Agreement and the transactions referred to herein or contemplated hereby or
reasonably requested by the other Party to perfect or evidence their rights hereunder.
8.2
Notices and Demands. All notices and demands, requests, consents,
approvals, and other similar communications under this Leaseback Agreement shall be in writing
and shall be sent by personal delivery or by either (a) United States certified or registered mail,
6
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8.5
Entire Agreement; Amendment; Waiver. This Leaseback Agreement, the
IMA, and those provisions of the APA expressly identified in this Leaseback Agreement contain
the entire agreement among the partiesParties with respect to the subject matter hereof and
supersede all prior agreements, arrangements, and understandings relating to the subject matter
hereof and thereof. There are no written or oral agreements, understandings, representations, or
warranties among the partiesParties other than those set forth in this Leaseback Agreement, the
IMA, and those provisions of the APA expressly identified in this Leaseback Agreement. Nothing
in this Leaseback Agreement modifies or shall be construed as modifying any orders entered by
the Bankruptcy Court. This Leaseback Agreement may not be modified or amended except in
writing signed by the parties heretoParties. No waiver of any term, provision or condition of this
Leaseback Agreement in any one or more instances, shall be deemed to be or be construed as a
further or continuing waiver of any such term, provision or condition of this Leaseback
Agreement. No failure to act shall be construed as a waiver of any term, provision, condition or
rights granted hereunder.
8.6
Assignment. Neither this Leaseback Agreement nor the rights, duties or
obligations arising hereunder shall be assignable or delegable by the Corporation or the Parent
Company Parties without the prior written consent of the other partiesParties, which may be
granted, denied or conditioned in such Party’s absolute discretion except that the Parent Company
Parties may assign this Leaseback Agreement in connection with any permitted assignment under
the IMA. Subject to the foregoing, this Leaseback Agreement shall be binding upon, and inure to
the benefit of, the respective successors and assigns of the parties heretoParties.
8.7
Joint Venture; No Third Party Beneficiaries. Nothing contained herein
shall be construed as forming a joint venture or partnership among the parties heretoParties with
respect to the subject matter hereof. The parties heretoParties do not intend that any third party
shall have any rights under this Leaseback Agreement.
8.8
Captions. The section headings contained herein are for convenience only
and shall not be considered or referred to in resolving questions of interpretation.
8.9
Governing Law. This Leaseback Agreement shall be governed by and
construed in accordance with the laws of the State of California without regard to its conflicts of
laws principles or decisions, except to the extent that the laws of such State are superseded by the
Bankruptcy Code or other applicable federal law.
8.10 Jurisdiction. The partiesParties agree that the Bankruptcy Court shall have
exclusive personal and subject matter jurisdiction over any action or proceeding with respect to
any claim arising out of or related to this Leaseback Agreement, and any of the documents or
transactions contained in or contemplated by this Leaseback Agreement; provided, however, that
the partiesParties agree that the United States District Court for the Central District of California
(together with the Bankruptcy Court, the “Chosen Courts”) shall have exclusive jurisdiction over
such claim if (i) the Bankruptcy Cases are closed and if the Bankruptcy Cases are not reopened to
adjudicate such claim after request by the Party bringing such claim or (ii) the Bankruptcy Court
determines that it does not have jurisdiction over such claim. Solely in connection with claims
arising under this Leaseback Agreement, or any of the documents or transactions contemplated
hereby, the partiesParties (a) irrevocably submit to the exclusive jurisdiction of the Chosen Courts,
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(b) waive any objection to laying venue in any such action or proceeding in the Chosen Courts, (c)
waive any objection that the Chosen Courts are an inconvenient forum or do not have jurisdiction
over any Party hereto, and (d) agree that service of process upon such Party in any such action or
proceeding shall be effective if notice is given in accordance with Section 8.2 hereof
8.11 Conditions to Effectiveness. The partiesParties acknowledge that this
Leaseback Agreement is subject to and contingent upon the occurrence of the Closing under the
APA. This Leaseback Agreement shall not be effective, nor shall any Party have any obligations
hereunder, unless and until the Closing under the APA has occurred.
8.12 Cooperation on Regulatory Compliance Matters. The Parent Company
Parties understand and acknowledges that the Corporation intends to comply with applicable
federal and state laws, regulations, and guidance, as well as the requirements or recommendations
of any accrediting agencies. In the event the terms of this Leaseback Agreement need to be
amended or supplemented based on guidance from or at the request or direction of a regulator
made during the term of this Leaseback Agreement, the Parent Company Parties shall cooperate
with such amendment and/or supplement to ensure the Corporation’s ability to comply with such
guidance, request, recommendation or directive.
8.13 Transition Services Agreement. Pursuant to Section 1.4.81.4(f) and Section
1.5.91.5(d) of the APA, the Sellers and Parent Company will enter into a Transition Services
Agreement to facilitate the winding down of the Sellers’ businesses, the completion of the
Bankruptcy Cases, and the dissolution of the Sellers. The parties heretoParties shall cooperate
with each other to enable the Corporation and Parent Company to carry out their obligations under,
and give effect to the terms of, the Transition Services Agreement.
8.14 Fair Meaning. This Leaseback Agreement shall be construed according to
its fair meaning and as if prepared by all parties heretoParties.
8.15 Counterparts. This Leaseback Agreement may be executed by one or more
of the parties heretoParties on any number of separate counterparts (including by telecopy), and all
of said counterparts taken together shall be deemed to constitute one and the same instrument.
This Leaseback Agreement may be delivered by facsimile or electronic transmission, including by
e-mail as a PDF, and facsimile or PDF copies of executed signature pages, which shall be binding
as originals.
8.16 WAIVER OF JURY TRIAL.
TO THE FULLEST EXTENT
PERMITTED BY APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS
AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES,
AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL
BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY
ARISING OUT OF OR RELATING TO THIS AGREEMENT, OR THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
9
US_Active\114188900114483166\V-6

OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER,
(C) EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY
HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER
THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 8.16.
THIS IS AN AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL
UNDER CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE
SIGNATURE LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND
AUTHORIZING ANY AND ALL PARTIES TO FILE THIS WAIVER WITH ANY
COURT AS THE WAIVER REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature Page Follows.]
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IN WITNESS WHEREOF, the partiesParties agree to the foregoing terms of agreement
through the execution below by their respective, duly authorized representatives as of the Signing
Date.

Parent Company Parties:

Corporation:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

By:
Name:
Title:
By:
Name:
Title:
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Exhibit 1.3(b) to APA
Form of Interim Management Agreement
See attached.
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INTERIM MANAGEMENT AGREEMENT
[Note: This IMA is drafted for 3 Purchaser parties: Purchaser/Parent Company, Hospital Newco
and Manager. This IMA is drafted assuming Purchaser is buying hospital’s accounts receivable.
This structure is not required.]
This Interim Management Agreement (the “Agreement”) is made and entered into as of
[_____________], 2020 (the “Signing Date”), by and among St. Francis Medical Center, a
California nonprofit public benefit corporation (the “Corporation”) on the one hand, and
___________________________ (“Parent Company”) and ________________________ (the
“Manager,” and collectively with the Corporation and Parent Company, the “partiesParties” and
each individually a “Party”)) on the other hand.
RECITALS
A.
On August 31, 2018, the Corporation and certain of its affiliates each filed a
voluntary petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of
the United State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Parent Company, as purchaser, and the Corporation and certain of its affiliates
(collectively, the “Sellers” as defined in the APA), as seller, entered into that certain Asset
Purchase Agreement, dated of even date herewith (the “APA”), which provides for the sale of
certain assets of the Sellers (collectively, the “Assets”). All terms not otherwise defined herein
shall have the meaning ascribed to them in the APA.
D.
The Corporation operates St. Francis Medical Center as a 384-bed general acute
care hospital (the “Hospital”), with its primary location at 3630 East Hospital Newco Highway,
Lynwood, California 90262, and such other locations where the Hospital’s services are provided
(collectively, the “Hospital Premises”)
E.
Pursuant to the APA, Parent Company agreed to purchase the Assets, which
include certain assets of the Corporation (the “Corporation’s Assets”).
F.
Parent Company designated its affiliate, __________________ (“Hospital
Newco”) as the owner of the Corporation’s Assets, and the Manager as the operator of the
Hospital.
G.
Parent Company and the Manager have requested this Agreement to afford the
Manager additional time to obtain its general acute care hospital license from the California
Department of Public Health (“CDPH”), and its hospital pharmacy permit from the California
Board of Pharmacy (together, the “New Licenses,” and the date on which the New Licenses are
issued is the “Licensure Date”).
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H.
Pursuant to the APA, that portion of the Assets constituting drugs, dangerous
devices, pharmacy systems, or other pharmacy assets (the “Pharmacy Assets”), the
Medicare/Medi-Cal Agreements, the Lockboxes, the Transferred Managed Care Agreements and
the Transferred Private Payor Agreements (collectively, the “Licensure Date Assets”) shall
transfer to Hospital Newco as of the Licensure Date.
I.
The Corporation shall maintain a possessory interest in the Hospital and the
Hospital Premises, and Parent Company and Hospital Newco on the one hand as lessor, and the
Corporation, on the other hand as lessee, are entering into that certain Sale Leaseback Agreement
of even date herewith, pursuant to which certain of the Corporation’s Assets will be leased back to
the Corporation (the “Leaseback Agreement”).
J.
Until Hospital Newco obtains the New Licenses, the Manager desires to assume the
management of the Hospital, including its pharmacy, on behalf of the Corporation, and the
Corporation desires to avail itself of such management services, upon the terms and conditions set
forth in this Agreement.
TERMS OF AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the partiesParties hereby agree as follows:
1.

Term.

1.1
The term of this Agreement (the “Management Period”) shall commence as of the
Effective Time (as defined in the APA) and shall continue until the earlier of the Licensure Date or
[June 30, 2021]. The partiesParties acknowledge that, during the Management Period, the
Corporation shall remain the licensee of the Hospital, and in that capacity, and during such period,
shall retain statutory and regulatory authority and responsibility for the Hospital and for oversight
of the Manager.
2.

Acknowledgements and Covenants.

2.1
As of the Effective Time, Parent Company shall have acquired all of the
Corporation’s Assets as set forth in the APA (other than the PharmacyLicensure Date Assets) as
set forth in the APA, which shall be leased back to the Corporation pursuant to the terms of the
Leaseback Agreement during the term of this Agreement.
2.2
Pursuant to Section 1.3 of the APA, contemporaneously with the date the New
Licenses are issued and the termination of the Leaseback Agreement, ownership of the
PharmacyLicensure Date Assets shall be transferred to Hospital Newco. Parent Company and the
Manager acknowledge that this Agreement and the foregoing subsequent transfer of the
PharmacyLicensure Date Assets are made at the request of Parent Company and the Manager, to
provide more time for the Manager to obtain its New Licenses. As such, Parent Company
acknowledges, covenants, and agrees that the total Purchase Price (as defined in the APA) shall be
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paid to the Sellers under the APA as if the PharmacyLicensure Date Assets were transferred as of
the Effective Time.
2.3
As of the Effective Time, the Corporation shall have ended the employment or
engagement of all employees and contractors and, to the extent they received offers of
employment or engagement from the Manager (or its affiliates) and accepted such offers, shall
have been transferred to the Manager (or its affiliate) as employees or contractors of the Manager
(collectively, the “Hired Employees”).
2.4
During the Management Period, the Corporation will (a) assign an individual to
oversee the operation of the Hospital and serve as the president of the Corporation, as required by
the Centers for Medicare & Medicaid Services, CDPH, and applicable California laws and
regulations (the “Responsible Officer”), and (b) maintain proper oversight by a board of directors.
3.

Appointment of Manager.

3.1
During the Management Period, the Corporation hereby appoints the Manager as
the sole and exclusive provider of the Services (defined below) and hereby grants to the Manager
the exclusive right to manage the Hospital under the Corporation’s Licenses (as defined in the
APA) as a general acute care hospital, including without limitation, the right to undertake those
certain management responsibilities and permitted activities described in Section 4 below. The
Manager hereby accepts such appointment for all purposes with respect to the Corporation’s
rights, duties, and responsibilities under the Licenses for the Hospital, to the fullest extent
permitted by law, and agrees, to the fullest extent permitted by law, to provide management
services to the Hospital on behalf of the Corporation (the “Services”).
3.2
The Manager’s Services hereunder shall include management and operation of the
Hospital’s pharmacy on behalf of the Hospital, even though the Pharmacy Assets will not be
transferred to Hospital Newco pursuant to the APA until the Licensure Date.
3.3
Upon the Licensure Date, the Manager’s Services provided to the Hospital under
the Corporation’s Licenses shall terminate and, thereafter, Hospital Newco (and its affiliates) will
be operating the Hospital as the licensee holding its own New Licenses.
3.4
During the Management Period, the Manager shall submit claims for services
rendered by the Hospital to various governmental and non-governmental entities, patients, and
other third parties pursuant to the Corporation’s provider agreements, payor contracts, and NPI
numbers as set forth in Schedule 3.4, attached hereto (collectively, the “Corporation’s Billing
Credentials”). Because all billing and collecting shall be under the Corporation’s Billing
Credentials, payments shall be made in the Corporation’s name and deposited in the Corporation’s
bank accounts. The partiesParties acknowledge and agree that during the Management Period, the
Corporation’s bank accounts and lockboxes shall remain under the Corporation’s name and in the
Corporation’s control. Except as set forth inConsistent with Section 4.5(b), the Manager may
transfer revenuethe Manager Compensation to its accounts. To the extent the Manager is unable to
make such transfers to its own accounts, upon request by the Manager, the Corporation will, at the
Manager’s cost, forward to the Manager any payment or reimbursement received during the
Management Period.
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3.5
To the extent the Corporation’s lenders continue to have liens, security interests,
charges, mortgages, or any other encumbrances whatsoever (collectively, “Encumbrances”) on the
Corporation’s bank accounts or lockboxes as of the Effective Time, the Corporation, Parent
Company, and the Manager shall work cooperatively to facilitate termination and release of such
Encumbrances.
3.6
The Corporation shall retain and, upon the Licensure Date, the Manager shall
assume, any contracts necessary for the Corporation to continue to be the holder of the Licenses
and to bill for Hospital services during the Management Period, in accordance with the APA. Such
contracts shall be as set forth in Schedule 3.6, attached hereto (the “Retained Contracts”). Parent
Company hereby designates each Retained Contract as an Assigned Contract under Section 1.11
of the APA.
4.

Management Responsibility.

4.1
During the Management Period, the Manager shall, subject to all applicable legal
and regulatory requirements and the Corporation’s ultimate oversight and control, have
responsibility for the management of the Hospital, and agrees to assume and discharge all
responsibilities, duties, liabilities, payments, and obligations in connection with properly
maintaining the Hospital in full compliance with all regulations and standards required of a general
acute care hospital facility so licensed. In furtherance thereof, the Manager’s Services shall
include, but not be limited to, the following duties, which duties shall be performed at the
Manager’s sole cost and expense:
(a)
Managing the operations of the Hospital as a general acute care hospital in
compliance with all applicable laws, regulations, provider agreements, payor contracts, CDPH
requirements for maintenance of the Licenses in good standing, ConditionsMedicare conditions of
Participation and Paymentparticipation and requirements for payment with respect to
governmental programs, and the requirements for maintenance of the Hospital’s accreditations;
(b)
Employing and managing the Hired Employees and any other non-clinical
and clinical personnel (i) deemed necessary by the Corporation for the operation of the Hospital as
a general acute care hospital, or (ii) required by law and so as to meet the applicable regulatory
requirements, pursuant to all applicable labor laws and regulations, and consistent with orders of
the Bankruptcy Court;
(c)
Ensuring that the Corporation is able to pay itself out of the Hospital
Revenues for the costs and expenses set forth in Sections 4.5(b);
(d)
Maintaining and repairing, as needed, the Hospital Premises so as to ensure
material compliance with all applicable local, state, and federal law, and construction timelines
imposed by the California Office of Statewide Health Planning and Development (OSHPD);.
(e)
Providing security services reasonably necessary to prevent unlawful entry
or damage to the Hospital Premises;
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(f)
Affording the Responsible Officer or his or her designee access, during
normal business hours, to the Hospital Premises, the books and records at the Hospital Premises or
in Manager’s possession, the Hired Employees and any other personnel of Manager or otherwise
who are providing services associated with the operation of the Hospital, and such other access and
assistance as reasonably requested by the Responsible Officer;
(g)
Upon at least one (1) day’s prior written notice to the Manager, providing
access, during normal business hours, to the Hospital Premises to lessors of equipment at the
Hospital Premises, if any, who have been authorized by order of the Bankruptcy Court to remove
their equipment from the Hospital Premises, provided that the Manager shall have full power and
authority to require that the removal of such equipment by such lessors does not damage the
Hospital Premises;
(h)
Providing access, during normal business hours, to the Hospital, the
Hospital Premises, the Hospital’s books and records, electronic health records, financial
information systems, operating systems, laboratory systems, the Hired Employees and any other
personnel of Manager or otherwise who are providing services associated with the operation of the
Hospital, to the Corporation, the Corporation’s directors, officers and representatives, and the
Corporation’s successors in interest, including, but not limited to, any plan administrator,
liquidating trustee or similar representatives appointed or approved by the Bankruptcy Court, as
well as the Patient Care Ombudsman appointed in the Bankruptcy Cases under Section 333 of the
Bankruptcy Code (the “PCO”) [see Docket No. 430], for the purpose of winding down the
Corporation’s affairs, pursuing litigation and adversary proceedings, and to effectuate a plan of
liquidation, as approved by the Bankruptcy Court (the “Plan”), provided, however, that such
access does not unreasonably disrupt the Hospital’s operations;
(i)
Maintaining, all licenses, permits consents, approvals, accreditations, and
certifications currently held by the Corporation in good standing, in active status, and in
compliance with all applicable local, state, and federal laws, including the timely payment of all
applicable fees to support or renew these approvals;
(j)
Maintaining and obtaining all insurance coverages, from and after the
Effective Time, for the Hospital that a prudent hospital operator or owner would maintain,
including directors and officers insurance with no less coverage than was maintained for directors
and officers just prior to the Effective Time;
(k)
Maintaining and obtaining those insurance coverages required under the
Leaseback Agreement, for its own account, with the Corporation included as a named insured, and
paying all amounts required under the Leaseback Agreement in a timely manner, including rent,
utilities, taxes, and insurance premiums;
(l)
Opening and forwarding all mail relating to the financial or business affairs
of the Corporation to the notice address below;
(m)
Periodically reporting to the Corporation (or its designee), either in person
or telephonically, the condition of the Hospital and the Hospital Premises;
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(n)
Coordinating with the governing board and the organized medical staff
(each, as established by the Corporation and the Sellers) on the appropriateness and quality of
medical care and all medical staff issues requiring governing board oversight;
(o)
Paying all costs and expenses in connection with and incidental to
ownership of the Corporation’s Assets and management and operation of the Hospital hereunder,
including but not limited to, all the Hospital operating costs, employee-related costs, and taxes,
whether or not identified, described, or referenced in this Agreement;
(p)
Cooperating with the Corporation in facilitating termination and release of
any Encumbrances on the Corporation’s bank accounts and lockboxes; and
(q)
Performing such other duties and activities as are reasonably necessary for
the Manager to fulfill its responsibilities under this Agreement and the APA.
4.2
Permitted Manager Activities. During the Management Period, the Manager
may do any of the following, in consultation with the Corporation and subject to the requirements
of applicable local, state, and federal law, which activities may be performed by the Manager at the
Manager’s sole cost and expense:
(a)
Make alterations, improvements, and repairs to the interior or exterior of the
Hospital Premises, including structural alterations, improvements, and repairs;
(b)
Remove and dispose of furniture, fixtures, equipment (other than
equipment owned by equipment lessors), and supplies at the Hospital Premises;
(c)
Hospital Premises;

Move into and install furniture, fixtures, equipment, and supplies at the

(d)
Prepare the Hospital for a name change, except that no such name change
may take effect, and no signage reflecting such change shall be installed, during the Management
Period; and
(e)
Perform, or permit to be performed, any other activities at the Hospital
Premises that are not inconsistent with operating the Hospital under the Licenses, and receiving
and retaining for the Manager’s own account all revenues and proceeds of any such activities, to
the extent they comprise the Manager Compensation.
4.3

Prohibited Manager Activities.

(a)
Notwithstanding anything to the contrary in this Agreement, the Manager
shall have no authority to take and shall not take any action with respect to any Excluded Assets or
Excluded Liabilities (as such terms are defined in the APA) of the Corporation.
(b)
The Manager’s authority to manage and operate the Hospital is limited to
those actions that Manager is expressly required or permitted to do hereunder.
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(c)
The Manager shall not (i) take any action that interferes with the
Corporation’s transfer of funds to pay itself out of the Hospital Revenues as set forth in
SectionsSection 4.5(b); or (ii) remove, withdraw, or authorize removal or withdrawal of funds
from the Corporation’s bank accounts or lockboxes to the extent that the Corporation would be
unable to fully pay itself as set forth in Section 4.5(b).
4.4

APA Provisions; Transition Services Agreement.

(a)
Nothing herein shall modify the prorations of expenses and utilities set forth
in the APA, including specifically as set forth in Section 1.6 of the APA.
(b)
None of the information accessed, learned or obtained by Parent Company
or the Manager or any of their affiliates in the course of performing their duties hereunder may
serve as the basis for payment of less than the full Purchase Price or to otherwise assert a claim
against the Sellers.
(c)
Nothing herein shall modify the transfer of the Assets from the Sellers to
Parent Company as contemplated in the APA, including specifically as set forth in Section 1.7 of
the APA.
(d)
Nothing herein shall modify the APA in respect of the exclusion from
purchase by Parent Company of the Excluded Assets, including specifically as set forth in Section
1.8 of the APA.
(e)
Pursuant to Section 1.4.81.4(f) and Section 1.5.91.5(d) of the APA, the
Sellers and Parent Company will be entering into a Transition Services Agreement to facilitate the
winding down of the Sellers’ businesses, the completion of the Bankruptcy Cases, and the
dissolution of the Sellers. The parties heretoParties shall cooperate with each other to enable the
Corporation and Parent Company to carry out their obligations under, and give effect to the terms
of, the Transition Services Agreement.
4.5

Manager Compensation; Distribution of Revenue.

(a)
As used in this Agreement, the term “Hospital Revenues” shall mean all
revenues and reimbursement received by the Corporation after the Effective Time, including, but
not limited to, cash, accounts, notes, or other accounts receivable, disproportionate share
payments, quality assurance fee payments, Seller Cost Report (as defined in the APA) settlements,
and capitation premiums, whether payable by Medicare, Medi-Cal or any other commercial or
governmental payor, or any health maintenance organization or any other managed care program
or any private pay patients, but only to the extent they are not Excluded Assets (as defined in the
APA).
(b)
As full and complete payment for the Manager’s Services, the Manager
shall be entitled to receive an amount equal to the Hospital Revenues less the following amounts
that will be paid to the Corporation by Manager (the “Manager Compensation”):
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(i)
All costs and expenses incurred by the Corporation for the
Corporation’s purchase of drugs and dangerous devices that the Manager determines are necessary
for the operation of the Hospital;
(ii)
All salaries, stipends, costs and expenses associated with the
employment or engagement of the board of directors of the Corporation and its parent
organization, VHS, the Responsible Officer and any other retained employees or contractors of the
Corporation primarily or exclusively providing services necessary for the operation of the Hospital
and compliance with applicable laws, if any; and
(iii) All other costs and expenses associated with keeping the
Corporation in good standing, maintaining its Licenses and maintaining the Retained Contracts,
including, but not limited to, filings with the secretary of state, filing tax returns, board of directors
expenses, directors and officers insurance, employment practices liability insurance,
compensation, benefits, and such other costs and expenses incurred by a hospital corporation in the
normal course of business.
(c)
Corporation shall instruct the financial institutions that service its bank
accounts or lockboxes to, immediately following the Effective Time and during the Management
Period, sweep all Hospital Revenues from the Corporation’s bank accounts or lockboxes on a daily
basis into an account designated in writing by Manager, and Corporation shall not revise such
written instructions without obtaining the prior written consent of Manager.
(d)
(c) Under no circumstance mayshall the Manager seek payment for the
Manager’s Services from the liquidating trustee, the Corporation, any of the Corporation’s
officers, directors, agents, contractors, personnel, affiliates or subsidiaries, Verity Health System
of California, Inc. (“VHS”), or any of VHS’ officers, directors, agents, contractors, personnel,
affiliates or subsidiaries.
(e)
The Corporation shall issue invoices to the Manager on a weekly basis for
the items described in Section 4.5(b) (i), (ii) and (iii), with reasonable supporting detail therefor.
The Manager shall pay such invoices within ten (10) business days of receipt of such invoices. If
the Manager does not remit payment in respect of such invoices in accordance with the
immediately preceding sentence, the unpaid amount of such invoices shall bear interest at the
Prime Rate in effect on the calendar day upon which such payment was required to be made to the
Corporation (the “Invoice Payment Due Date”) plus five percent (5%) (or the maximum rate
allowed by law, whichever is less), such interest accruing on each calendar day after the Invoice
Payment Due Date until payment of such invoices and all interest thereon is made to the
Corporation.
4.6

Liabilities and Losses.

(a)
Parent Company shall be responsible for all the Hospital liabilities and
losses incurred or accrued during the Management Period.
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(b)
Nothing hereunder shall, or is intended to, modify or supersede Parent
Company’s responsibility for the Transferred Obligations (as defined in the APA) or the
Corporation’s responsibility for the Excluded Liabilities (as defined in the APA).
(c)
Specifically, with respect to any and all quality assurance fee (“QAF”)
liabilities owed by the Corporation, Parent Company shall pay all QAF fees that become due and
owing or are overdue during the Management Period, even though such fees may have been
calculated based on data prior to the Effective Time.
(d)
If Parent Company (or its affiliate) has designated any health plan
capitation agreements to be assigned to Hospital Newco, then Parent Company hereby assumes all
liabilities and responsibilities related to managing the members covered by such health plan
capitation agreements, including arranging for services from and payment under all related risk
pool arrangements, all related arrangements with independent physician associations (IPAs), all
downstream provider agreements, and all out-of-network provider arrangements or services,
without regard to whether the member services were rendered prior to or after the Effective Time.
4.7
The Corporation’s Ultimate Control. Notwithstanding anything to the contrary
in this Section 4 or in this Agreement more generally, the Corporation, as holder of the Licenses,
shall remain ultimately responsible for the operation of the Hospital, and may, at any time and
from time-to-time during the Management Period, take any action (at Parent Company’s or the
Manager’s sole cost and expense) necessary to ensure the Corporation’s compliance with
applicable laws and regulations, even if such action requires the Corporation to intervene in the
Manager’s performance of the Manager’s duties or permitted activities pursuant to this Section 4.
5.

Continued Responsibility of the Corporation.

5.1
During the Management Period, the Corporation shall maintain (at Parent
Company’s or the Manager’s sole cost and expense), and shall not take or voluntarily permit any
actions which may adversely affect, the Corporation’s corporate existence and its full rights as the
licensee under the Licenses. In addition, during the Management Period, the Corporation and its
officers shall reasonably cooperate with the Manager (at Parent Company’s or the Manager’s sole
cost and expense) in the Manager’s provision of the Services.
5.2
Notwithstanding the statutory and regulatory authority and responsibility of the
Corporation for the continued management of the Hospital during the Management Period, the
partiesParties recognize and acknowledge that under this Agreement, the Manager shall, subject to
the ultimate oversight by and approval of the Corporation, be responsible for the day-to-day
operation and maintenance of the Hospital as a general acute care hospital. In the event that any
violation or alleged violation of or non-compliance with any statute or regulation applicable to the
operation or maintenance of the Hospital as a general acute care hospital certified by the Medicare
and Medi-Cal programs occurs during the Management Period, then without regard to legal or
statutory fault on the part of the Manager or of the Corporation, the Manager shall immediately
notify the Corporation of such violation or alleged violation or non-compliance and take
reasonable efforts to avoid or minimize any related adverse consequences. Parent Company and
the Manager shall be responsible for the costs of any penalty, fine or remediation identified during
the Management Period arising out of or relating to any act, omission, event or occurrence
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connected with the operation of the Hospital after the Effective Time, including, without
limitation, the cost of engaging third party consultants or experts to help address or resolve the
violation, alleged violation or non-compliance, and shall indemnify and hold the Corporation
harmless for the same in accordance with Section 9.2. The Corporation retains the right to join the
Manager in contesting said violations upon providing the Manager with notice of its intent to do
so.
5.3
The Corporation shall be responsible for purchasing drugs and dangerous devices
that the Manager determines are necessary for the operation of the Hospital at the Manager’s sole
cost and expense, as set forth in Section 4.5(b)(i).
5.4
The Corporation agrees to execute and deliver to the Manager such documents as
the Manager may reasonably request to maintain the hospital license active and in good standing
with CDPH and the other Licenses necessary or appropriate to maintain the Hospital as a general
acute care hospital and to facilitate the Manager’s obtaining of the New Licenses.
6.
The Parties’ Cooperation with Regulatory Agencies. The Manager shall use its best
efforts to obtain the New Licenses as expeditiously as possible. The Manager shall provide
updates to the Corporation weekly, and as requested by the Corporation, on the status of the
Manager’s efforts to obtain the New Licenses. TheTo the extent not already submitted prior to the
Effective Time, the Manager shall provide a copy of all such initial and supplementary or amended
license applications for the New Licenses to Corporation at least two (2) business days prior to
submission. The Manager and the Corporation shall cooperate with each other in the event the
Corporation requests revisions to a license application for a New License. The Corporation shall,
at Parent Company’s or the Manager’s cost, reasonably cooperate with the Manager’s efforts to
obtain the New Licenses, and may communicate and coordinate with licensing agencies as
necessary in connection with obtaining the New Licenses. Notwithstanding the foregoing,
obtaining all governmental consents, approvals, assignments, authorizations, and clearances
necessary to obtain the New Licenses shall be solely Parent Company’s and the Manager’s (and
not the Corporation’s) responsibility, including payment of any fees, expenses, filing costs or other
amounts related thereto.
7.

Risk of Loss.

7.1
The Corporation assumes no risks or liability for damage to or injury occurring to
the Hospital Premises, Assets or the Hospital during the term of this Agreement by any means
whatsoever, including fire, storm, earthquake, vandalism, strike, cyberattack, accident or any other
casualty (collectively, “Casualty”), and Parent Company shall have all right, title, and interest in
and to the proceeds of any insurance it obtained and paid for covering such Casualty.
7.2
If, during the term of this Agreement, action is initiated to take the Hospital
Premises or any portion thereof by eminent domain proceedings or by deed in lieu thereof
(collectively, “Condemnation”), Parent Company, and not the Corporation, shall have all right,
title, and interest in and to the award from the Condemnation.
7.3
In the event of a Casualty or Condemnation, neither Parent Company nor the
Corporation may terminate this Agreement.
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8.
Continued Access. Following the expiration or termination of this Agreement and until
the entry of final decrees closing the Bankruptcy Cases, if expressly authorized or directed by the
Bankruptcy Court, and only to the extent so authorized or directed, the PCO shall have continuing
access to the Corporation’s Assets and related personnel during normal business hours and upon at
least one (1) business day’s prior written notice to Parent Company or the Manager, for the
purpose of winding down the Corporation’s affairs, in connection with any litigation or adversary
proceedings, and to effectuate the Plan.
9.

Exculpation; Indemnification.

9.1
The Corporation and the Corporation’s affiliates, members, officers, directors,
employees, attorneys, accountants, consultants, agents, representatives, successors and assigns,
including the liquidating trustee and responsible officer (collectively the “Corporation
Indemnified Parties”) shall have no liability in contract, tort or otherwise unless and until a
Chosen Court finds in a final, non-appealable judgment that any Damages result solely from a
Corporation Indemnified partyParty’s gross negligence or willful misconduct.
9.2
Parent Company and the Manager shall promptly and fully keep and hold the
Corporation Indemnified Parties forever harmless from, and shall indemnify and defend the
Corporation Indemnified Parties from and against, without regard to materiality, any and all
obligations, judgments, fines, civil money penalties, sanctions, awards, liabilities, losses,
penalties, claims, costs, demands, damages, expenses, liens, and encumbrances, including
investigation costs, time spent in depositions and reasonable attorneys’ fees and expenses
(collectively, “Damages”), whether civil or criminal, direct, indirect or consequential and no
matter how arising, in any way related to, connected with, arising or resulting from, or under this
Agreement, the APA, the Hired Employees (as defined in the APA), the Manager’s performance
of the Services, or the operation or management of the Hospital or the Corporation’s Assets, in
each instance after the Effective Time. Notwithstanding the foregoing, the partiesParties
understand that except as otherwise specifically provided for in the APA, Parent Company and the
Manager are not, by virtue of this Agreement or any term or provision herein, assuming any claim,
liability, expense, debt or other obligation of the Corporation that both relates to the operation or
management of the Hospital or the Corporation’s Assets prior to the Effective Time and
constitutes an Excluded Liability under the APA.
10.
HIPAA Compliance. The Manager agrees to take such steps as are necessary to ensure
compliance with the Health Insurance Portability and Accountability Act of 1996 (HIPAA), the
California Confidentiality of Medical Information Act, and other applicable federal and state
privacy laws and regulations (collectively, the “Privacy Laws”) with respect to the Hospital and
its operations, and the Corporation agrees not to take or voluntarily permit any actions which
violate Privacy Laws with respect to the Hospital or its operations. Toward this end, Parent
Company, the Manager, and the Corporation agree to execute and deliver that certain Business
Associate Agreement, attached hereto as Exhibit A and incorporated by reference herein, upon
execution of this Agreement.
11.
Further Assurances. Each of the partiesParties hereto agree to execute and deliver any
and all further agreements, documents or instruments necessary to effectuate this Agreement and
the transactions referred to herein or contemplated hereby or reasonably requested by any other
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partyParty hereto to perfect or evidence their rights hereunder.
12.
Relationship of Parties. In performing their duties and permitted activities under this
Agreement, Parent Company, the Manager, and the Corporation shall, at all times be acting and
performing as independent contractors. Parent Company, the Manager, and the Corporation are
not partners or joint venturers with each other and nothing herein shall be construed as making
them partners or joint venturers or imposing upon any of them any liability as partners or joint
venturers.
13.
Notices and Demands. All notices and demands, requests, consents, approvals, and other
similar communications under this Agreement shall be in writing and shall be sent by personal
delivery or by either (a) United States certified or registered mail, return receipt requested, postage
prepaid, or (b) Federal Express or similar generally recognized overnight carrier regularly
providing proof of delivery, addressed as follows:
If to the Corporation:

St. Francis Medical Center
c/o Verity Health System of California, Inc.
601 South Figueroa Street, Suite 4050
Los Angeles, CA 90017-5704
Attention: Chief Executive Officer

With copies to:
(which copy shall not
constitute notice)

Tania Moyron, Esq.
Dentons US LLP
601 South Figueroa St., Suite 2500
Los Angeles, CA 90017-5704
and
Hope Levy-Biehl, Esq.
Davis Wright Tremaine LLP
865 S Figueroa St,
Los Angeles, CA 90017

If to Parent Company
and/or
the Manager:

With copies to:
(which copies shall not
constitute notice)
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Any notice so given by mail shall be deemed to have been given as of the date of delivery (whether
accepted or refused) established by U.S. Post Office return receipt or the overnight carrier’s proof
of delivery, as the case may be, whether accepted or refused. Any such notice not so given shall be
deemed given upon receipt of the same by the partyParty to whom the same is to be given. Any
partyParty hereto may designate a different address for itself by notice to the other partyParty in
accordance with this Section 13.
14.
Expenses. Except for Parent Company’s and the Manager’s obligations to be responsible
for certain costs, fees, and expenses as set forth elsewhere in this Agreement, each partyParty to
this Agreement shall pay its own expenses in connection with the preparation of this Agreement
and the consummation of the transactions contemplated hereby, including the fees of any
attorneys, accountants, financial advisors, investment bankers or other professionals engaged by
such partyParty.
15.
Entire Agreement. This Agreement, the Leaseback Agreement, and those provisions of
the APA expressly identified in this Agreement, contain the entire agreement among the
partiesParties with respect to the subject matter hereof and supersede all prior agreements,
arrangements, and understandings relating to the subject matter hereof and thereof. There are no
written or oral agreements, understandings, representations, or warranties among the partiesParties
other than those set forth in this Agreement, the Leaseback Agreement, and those provisions of the
APA expressly identified in this Agreement. Nothing in this Agreement modifies or shall be
construed as modifying any orders entered by the Bankruptcy Court.
16.
Amendment. This Agreement may not be modified, amended, altered or supplemented
except by a written agreement executed by all the parties heretoParties.
17.
Waiver. Waiver by any partyParty of any breach or failure to comply with any provision
of this Agreement by any other partyParty shall not be construed as or constitute, a continuing
waiver of such provision, or a waiver of any other breach of, or failure to comply with, any other
provision of this Agreement. No waiver of any such breach or failure or of any term or condition
of this Agreement shall be effective unless in a written notice signed by the waiving partyParty und
delivered, in the manner required for notices generally, to each affected partyParty.
18.
Severability. In case any provision of this Agreement shall be found by a court of
competent jurisdiction to be invalid, illegal or unenforceable, such provision shall be construed
and enforced as if it had been narrowly drawn so as not to be invalid, illegal or unenforceable, and
the validity, legality and enforceability of the remaining provisions of this Agreement shall not in
any way be affected or impaired thereby.
19.
Successors and Assigns. This Agreement shall be binding upon, and shall inure to the
benefit of, the parties heretoParties and their respective permitted successors and assigns. The
Corporation shall not be permitted to assign its rights or its obligations under this Agreement
without the prior consent of Parent Company and the Manager. The partiesParties further
acknowledge and agree that the Manager may subcontract for any of the goods or services required
to be provided by the Manager pursuant to this Agreement, and the Manger may assign any of its
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rights hereunder and/or delegate any of its obligations hereunder, so long as in each case the
Manager remains responsible for such subcontracted goods or services and for any of such
Manager obligations hereunder.
20.
Attorneys’ Fees. In the event of any litigation or arbitration between the parties
heretoParties arising out of this Agreement, the prevailing partyParty therein shall be allowed to
recover from the other partyParty all court costs and reasonable attorneys’ fees which shall be
fixed by the court or arbitrator.
21.
Headings. The descriptive headings of sections and subsections of this Agreement are
inserted for convenience only and do not constitute a part of this Agreement and shall not affect in
any way the meaning or interpretation of this Agreement.
22.
Governing Law. This Agreement shall be governed by and construed in accordance with
the laws of the State of California without regard to its conflicts of laws principles or decisions,
except to the extent that the laws of such State are superseded by the Bankruptcy Code or other
applicable federal law.
23.
Jurisdiction. The partiesParties agree that the Bankruptcy Court shall have exclusive
personal and subject matter jurisdiction over any action or proceeding with respect to any claim
arising out of or related to this Agreement, and any of the documents or transactions contained in
or contemplated by this Agreement; provided, however, that the partiesParties agree that the
United States District Court for the Central District of California (together with the Bankruptcy
Court, the “Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the
Bankruptcy Cases are closed and if the Bankruptcy Cases are not reopened to adjudicate such
claim after request by the partyParty bringing such claim or (ii) the Bankruptcy Court determines
that it does not have jurisdiction over such claim. Solely in connection with claims arising under
this Agreement, or any of the documents or transactions contemplated hereby, the partiesParties
(a) irrevocably submit to the exclusive jurisdiction of the Chosen Courts, (b) waive any objection
to laying venue in any such action or proceeding in the Chosen Courts, (c) waive any objection that
the Chosen Courts are an inconvenient forum or do not have jurisdiction over any partyParty
hereto, and (d) agree that service of process upon such partyParty in any such action or proceeding
shall be effective if notice is given in accordance with Section 13 hereof.
24.
Commencement. The partiesParties acknowledge that commencement of the Manager’s
Services under this Agreement is subject to and contingent upon the occurrence of the Closing (as
defined in the APA). The Management Period shall not commence, and the partiesParties’
obligations during the Management Period shall not commence, unless and until the Closing has
occurred.
25.
Cooperation on Regulatory Compliance Matters. Parent Company and the Manager
understand and acknowledge that the Corporation intends to comply with applicable federal and
state laws, regulations, and guidance. In the event the terms of this Agreement need to be amended
or supplemented based on guidance from or at the request or direction of a regulator made during
the term of this Agreement, Parent Company and the Manager shall cooperate with such
amendment and/or supplement to ensure the Corporation’s ability to comply with such guidance,
request or directive.
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26.
Counterparts. This Agreement may be executed by one or more of the parties
heretoParties on any number of separate counterparts (including by telecopy), and all of said
counterparts taken together shall be deemed to constitute one and the same instrument. It may be
delivered by facsimile or electronic transmission, including by e-mail as a PDF, and facsimile or
PDF copies of executed signature pages, which shall be binding as originals.
27.
WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 27. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
[Signature page follows.]
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IN WITNESS WHEREOF, the partiesParties agree to the foregoing terms of agreement
through the execution below by their respective, duly authorized representatives as of the Signing
Date.

MANAGER:

CORPORATION:

NAME

ST. FRANCIS MEDICAL CENTER,
a California non-profit public benefit
corporation

By:
Name:
Title:

By:
Name:
Title:

PARENT COMPANY:
NAME
By:
Name:
Title:
HOSPITAL NEWCO:
NAME
By:
Name:
Title:
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Exhibit A to IMA
Business Associate Agreement
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Schedule 3.4 to IMA
Corporation’s Billing Credentials
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Schedule 3.6 to IMA
Retained Contracts
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Exhibit 1.4.11.4(a) to APA
Form of Bill of Sale
See attached.
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Exhibit 1.4.21.4(b) to APA
Form of Real Estate Assignment Agreements
See attached.
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Exhibit 1.4.31.4(c) to APA
Form of Quitclaim Deed
See attached.
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Exhibit 1.4.41.4(d) to APA
Form of Transfer Agreement
See attached.
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Exhibit 1.4.61.4(f) to APA
Form of Transition Services Agreements
See attached.
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TRANSITION SERVICES AGREEMENT
This Transition Services Agreement (the “Agreement”), is made and entered into as of
[_________], 2020 (the “Signing Date”), by and among Verity Health System of California, Inc.,
a California nonprofit public benefit corporation (“Verity”), Verity Holdings, LLC, a California
limited liability company (“Verity Holdings”), St. Francis Medical Center, a California nonprofit
public benefit corporation (“St. Francis” and together with Verity and Verity Holdings,
collectively the “Sellers” and each individually a “Seller”) and _________________
___________________ (“Purchaser”). The Sellers, the Liquidating Trust, and Purchaser may
each be referred to herein as a “partyParty” and collectively as the “partiesParties.”
This Agreement is being entered into in connection with the Asset APA, dated of even date
herewith among Sellers and Purchaser (the “APA”). Capitalized terms used in this Agreement but
not defined herein shall have the meanings given to them in the APA. The partiesParties have
agreed to provide or cause one or more of their respective direct or indirect subsidiaries or
affiliates to provide certain services as set forth below. The partyParty providing services
hereunder (together with those of its direct and indirect subsidiaries and affiliates providing
services hereunder) is referred to herein as the “Service Provider” and the partyParty receiving
services hereunder (together with those of its direct and indirect subsidiaries and affiliates
receiving services hereunder) is referred to herein as the “Service Recipient”. The partiesParties
agree that this Agreement will be amended to include the Liquidating Trust (as defined below)
after its creation, pursuant to the effective date set forth in the plan of liquidation (the “Plan”) to be
confirmed by the Bankruptcy Court.
RECITALS
A.
On August 31, 2018, the Sellers and certain of their affiliates each filed a voluntary
petition for relief (collectively, the “Bankruptcy Cases”) under chapter 11 of title 11 of the United
State Code (the “Bankruptcy Code”).
B.
The Bankruptcy Cases are jointly administered under Lead Case No. 18-20151 and
are currently pending in the Bankruptcy Court for the Central District of California in Los Angeles
(the “Bankruptcy Court”).
C.
Purchaser and the Sellers entered into the APA, which provides for the sale of the
assets of the Sellers (collectively, the “Assets”).
D.
Sellers will file a motion with the Bankruptcy Court to approve the APA and upon
approval, the Bankruptcy Court will enter a sale order (the “Sale Order”).
E.
Sellers and certain of their affiliates will file a chapter 11 Plan, pursuant to which a
liquidating trust (the “Liquidating Trust”) will be created on the effective date of the Plan after
confirmation thereof.
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F.
The primary purpose of the Liquidating Trust is to, among other things, liquidate
and distribute assets, which includes assets of the Sellers not sold to Purchaser pursuant to the
APA.
G.
Following the Closing Date, the Sellers and the Liquidating Trust need access to
certain assets, systems, facilities, equipment, and personnel of Purchaser in connection with the
Sellers’ wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution
of the Sellers, and Purchaser agrees to provide such access and services in connection therewith.
AGREEMENT
NOW, THEREFORE, in consideration of the promises and the mutual covenants
contained herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the partiesParties hereby agree as follows:
ARTICLE I
SERVICES
Section 1.1

Services to be Provided.

(a)
Services to be Provided by the Sellers and/or the Liquidating Trust. Subject to the
terms and conditions of this Agreement, the Sellers and/or the Liquidating Trust, as the Service
Provider, shall provide or cause to be provided to Purchaser, as the Service Recipient, those
services in support of the business of Purchaser on such terms (including payment) as may be
mutually agreed upon in writing from time to time by the Sellers and/or the Liquidating Trust and
Purchaser (the “Seller Services”).
(b)
Services to be Provided by Purchaser. Subject to the terms and conditions of this
Agreement, Purchaser, as the Service Provider, shall provide or cause to be provided to the Sellers
and the Liquidating Trust, as the Service Recipient, those services and personnel in support of the
business of the Sellers and/or the wind-down and liquidation of the Sellers set forth on Schedule A
attached hereto (the “Purchaser Services”).
Section 1.2

Access to and Use of Assets, Systems, Facilities, and Equipment.

(a)
Access. Beginning on the Effective Time and continuing through the termination
or expiration of this Agreement in accordance with its terms, Purchaser hereby grants to the Sellers
and the Liquidating Trust, reasonable access to and the right to use the hospital assets, systems,
facilities, and equipment to the extent reasonably required in connection with the Sellers’
wind-down of the Businesses, the completion of the Bankruptcy Cases, and the dissolution of the
Sellers. If any third party to any lease, license or other agreement requires Sellers to sign any
documents in order for Sellers to be assigned, sublicensed or subleased, or to otherwise participate
in, in any leases, licensesgranted access to, and the right to use, any hospital asset, system, facility
or equipment under such lease, license or other agreements, as contemplated hereinagreement,
Sellers agree to execute and deliver any such documents; provided, that such documents, leases,
licenses or other agreements do not require the Sellers to pay any money, or take any action, not
required by the Sale Order; and provided, further, that if Sellers do not sign such requisite
documents, leases, licenses or other agreements, then Purchaser has no obligation to provide
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Sellers with access and the right to use the associated hospital assets, systems, facilities and
equipment provided by such third party; and provided, further, that Purchaser agrees to indemnify,
defend and hold harmless each of the Sellers in connection with any obligations under any such
documents, leases, licenses or other agreements other than those obligations of the Sellers
thereunder which are required by the Sale Order.
(b)
Office Space. In order to enable the provision of the Seller Services, Purchaser
hereby grants to Sellers’ and their affiliates’ employees and any third-party service providers or
subcontractors the right to use and occupy the portion of St. Francis Medical Center identified on
Schedule B attached hereto (the “Premises”) at no cost for use exclusively as office space pursuant
to the terms and conditions hereof, and until the termination of this Agreement pursuant to Article
IV herein. Sellers shall keep the Premises neat, clean and sanitary and dispose of all garbage.
Sellers may terminate its right to occupy the Premises at any time upon five (5) days prior written
notice to Purchaser. Upon termination of Sellers’ right to occupy the Premises, Sellers shall vacate
the Premises in broom-clean condition. Purchaser shall make the Premises available to Sellers 24
hours a day, 7 days a week. Purchaser may access the Premises for purposes of making repairs or
improvement or other reasonable purposes upon (except in the case of an emergency) reasonable
prior written notice to Sellers; however, Purchaser shall at all times use its commercially
reasonable efforts to prevent interference with or interruption of the Sellers’ business activities on
the Premises. The Sellers use of the Premises shall additionally be subject to the following terms
and conditions:
(i)
Purchaser shall have the right, on reasonable advance notice (which shall
not be less than three (3) business days) to Sellers, to relocate the space covered by the preceding
license to similar space in the same area as the original designated Premises, provided the
replacement space is reasonably suitable for the same uses as contemplated herein. In the event of
any such relocation, references herein to the Premises shall constitute references to such relocated
space.
(ii)
Sellers shall not make any material alterations, decorations, additions, or
improvements in or to the Premises or the Purchaser’s other property without the prior written
consent of Purchaser, which may be given or withheld in Purchaser’s sole discretion; provided,
that Sellers may change the locks to the Premises.
(iii) Sellers shall not do, or permit their representatives to do, anything that
would: (a) unreasonably obstruct or materially interfere with the lawful operation of the Premises
or other portions of the Purchaser’s property by Purchaser and other tenants of the Purchaser’s
property; or (b) use the Premises for any illegal or unlawful purpose, including without limitation
any violations of applicable laws or regulations relating to or regulating hazardous substances.
(iv) The license, occupancy and access rights granted to Sellers under this
Agreement shall be effective notwithstanding any ground lease, mortgage, deed of trust, or any
other hypothecation or security placed at any time upon the Premises or any of Purchaser’s
property of which the Premises is a part, and notwithstanding any change in ownership (including
any sale and/or leaseback involving any property of which the Premises is a part) .
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Section 1.3 Subcontracting. The Service Provider may, in its sole discretion and without any
written notice to the Service Recipient engage one or more parties (including third parties or
affiliates of the Service Provider) to provide the Services, whether in whole or in part or
subcomponent. Without limiting the preceding, Purchaser will not be required to use the Sellers
existing IT and similar systems, but shall have the right to replace IT and other systems, used to
provide any of the Purchaser Services provided that the new or replacement systems provide
equivalent functionality. Sellers and Purchaser agree to fully cooperate with each other, at
Purchaser’s sole cost and expense, in connection with any data or other transition steps required in
connection moving any of the functions covered by the Purchaser Services to a new vendor or
system.
Section 1.4 Cooperation; Access. Each partyParty shall, at reasonable times under the
circumstances, make available to any other partyParty properly authorized personnel for the
purpose of consultation and decisions in connection with the Services.
Section 1.5

Certain Qualifications.

(a)
Provided AS-IS. By accepting the use to the Premises and other access rights
provided herein, Sellers conclusively shall be deemed, subject to the representations, warranties
and obligations expressly set forth in this Agreement, to have (i) accepted the Premises and access
to other property of Purchaser “AS IS” and without express or implied warranty; and (ii) is fully
aware of and has approved the Premises in its condition existing as of such date.
(b)
Limited Representation. Except for the representations, warranties and obligations
expressly set forth in this Agreement, Purchaser makes no representations and warranties of any
kind, implied or expressed, with respect to the Purchaser Services, including, without limitation,
no warranties of merchantability or fitness for a particular purpose, which are specifically
disclaimed.
(c)
Privacy and Confidentiality Protections. All access provided to Sellers, to the
Premises or otherwise as provided herein, shall be permitted only in a manner which protects
patient privacy and the confidentiality of patient information under applicable Privacy Laws.
(d)
Limitation on Liability. In no event shall any partyParty have any liability under
any provision of this Agreement for any punitive, incidental, consequential, special or indirect
damages, whether based on statute, contract, tort or otherwise, and whether or not arising from any
other partyParty’s sole, joint, or concurrent negligence, strict liability, criminal liability or other
fault.
ARTICLE II
LICENSE GRANT
Section 2.1 License Grant. Beginning on the Effective Time and continuing through the later
of the termination or expiration of this Agreement in accordance with its term or the dissolution of
the Sellers and their Businesses, the wind-down of the Liquidating Trust and the completion of the
Bankruptcy Cases, Purchaser grants to the Sellers and the Liquidating Trust a royalty free, license
to use the name “St. Francis Medical Center,” including any trademarks, service marks, trademark
and service mark registrations and registration applications, trade names, trade name registrations,
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logos, domain names, trade dress, copyrights, copyright registrations, website content, know-how,
trade secrets, related to the use of the preceding name, and the corporate or company names of the
Sellers and the name of the Hospital, together with all rights to sue and recover damages for
infringement, dilution, misappropriation or other violation or conflict associated with any of the
foregoing, in all respects solely as reasonably needed in connection with the wind-down of the
Businesses, the completion of the Bankruptcy Cases, and the dissolution of the Sellers. Sellers and
the Liquidating Trust shall not assign, transfer or hypothecate any of the rights subject to, and
pursuant to, the preceding license and shall not use any such license rights in any manner which
could adversely affect Purchaser’s intellectual property rights with respect to the items which are
the subject of such license.
ARTICLE III
PAYMENT
Section 3.1 Service Fees. The fee, rate or amount to be charged to the Service Recipient for the
Services (the “Service Fees”) shall be as set forth on Schedule A hereto for the Purchaser Services
and as agreed upon in writing from time to time by Sellers and/or the Liquidating Trust and
Purchaser for the Purchaser Services. The Service Provider shall issue invoices on a monthly basis
to the Service Recipient for the Services, with a statement of such Services and reasonable
supporting detail therefor. The Service Recipient shall pay the undisputed portion of such invoices
within thirty (30) days of receipt of such invoices. Any dispute relating to the Services shall be
resolved in accordance with the dispute resolution procedures set forth in this Agreement.
ARTICLE IV
TERM AND TERMINATION
Section 4.1 Term. Unless a Service is earlier terminated by the Service Recipient in
accordance with Section 4.2(b), the Service Provider shall provide each Service to the Service
Recipient for the period beginning at the Effective Time (as defined under the APA) and
continuing through and including the applicable dates set forth in: (i) Schedule A (with respect to
the Purchaser Services); and (ii) any written agreement between Sellers and/or the Liquidating
Trust and Purchaser (with respect to the Seller Services) (the “Applicable Term”); provided, that
in the event a particular Service provided by Purchaser hereunder is required by one or more
Sellers to allow such Seller(s) to comply with applicable laws, rules or regulations, the Applicable
Term shall be extended for so long as such Service is required to allow such Seller(s) to comply
with such laws, rules and regulations; provided, however, that notwithstanding any other term
herein any partyParty may, in any case, terminate this Agreement by written notice to any other
partyParty at any time on and after the end of the 18th calendar month following the Licensure Date
(as defined in the APA). In addition, upon termination or expiration of this Agreement, the
partiesParties may mutually agree in writing to a tail period for any portion of the Services, and the
terms of this Agreement shall continue to apply to such ongoing Services until performed in full.
Section 4.2

Termination.

(a)
Termination for Material Breach. This Agreement may be terminated by the
Sellers and/or the Liquidating Trust on the one hand, or Purchaser on the other hand, upon written
notice to any other partyParty in the event that any other partyParty materially breaches any
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provision of this Agreement and fails to remedy such breach within thirty (30) days of its receipt of
such written notice, except to the extent such remedy is prevented or not permitted by the
Bankruptcy Court; and provided, further, however, that this Agreement may only be terminated
under this Section 4.2(a) following approval of such termination by the Bankruptcy Court.
(b)
Early Termination. The Service Recipient may terminate any particular Service
early by providing not less than thirty (30) days prior written notice to the Service Provider of its
intent to terminate early such particular Service. Any such partial termination notice delivered
shall specify in detail (i) the Service or Services to be terminated and (ii) the effective date(s) of
such termination (subject to the foregoing sentence). If any such termination of a Service prior to
the expiration of its Applicable Term requires any out-of-pocket fee, cost or expense of a similar
nature payable to a third party (a “Termination Fee”), the Service Provider shall have no
obligation to terminate such Service prior to the expiration of its Applicable Term unless the
Service Recipient approves in advance such Termination Fee in writing (a “Termination Fee
Approval”). If the Termination Fee Approval is granted, the Termination Fee shall be billed to
and payable by the Service Recipient.
(c)
Continued Access. Notwithstanding the termination of any particular Services
hereunder, Service Recipient shall continue to have the right, upon reasonable advance notice and
consistent with the other provisions herein, to reasonable access data and Service Provider,
personnel relating to such Services for reasonable purposes (including compliance with applicable
law).
Section 4.3 Effect of Termination. The termination of this Agreement pursuant to Section 4.2
shall not relieve any partyParty from liability for any willful and material breach of this Agreement
prior to such termination. Further, the provisions of Article II, Article III, this Section 4.3, Article
V and Article VI shall survive any termination of this Agreement pursuant to Section 4.2.
ARTICLE V
COORDINATION AND OTHER COVENANTS
Section 5.1 Coordination. The partiesParties hereby appoint as of the Effective Time the
following representatives responsible for coordinating and managing the provision and receipt of
the Services, which representatives shall have authority to act on the applicable partyParty’s behalf
with respect to matters relating to this Agreement:
Sellers’ Representative:
Address:
Telephone:
Facsimile:
Email:
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Liquidating Trust Representative:
Address:
Telephone:
Facsimile:
Email:
Purchaser’s Representative:
Address:
Telephone:
Facsimile:
Email:

In the event that the Sellers, the Liquidating Trust or Purchaser elect, in their sole discretion, to
change their respective representative appointed for purposes of this Section 5.1, the Sellers, the
Liquidating Trust or Purchaser (as the case may be) shall deliver written notice thereof to the other
promptly following the effective date of appointment of the name and contact information of such
new representative. The representatives shall work in good faith to address and attempt to resolve
any dispute arising out of or relating to this Agreement or the breach, termination or validity
thereof, whether sounding in contract or tort and whether arising during or after termination of this
Agreement, including any pricing and other Service related matters.
Section 5.2 General Cooperation and Turnover Obligations. The partiesParties shall cooperate
to ensure that any and all payments that constitute Excluded Assets (as defined in the APA), shall
be paid to and received by Sellers. Sellers’ accounts receivable shall continue to be deposited in
Sellers’ existing bank accounts. In this regard, the parties, with any payments that constitute
Assets (as defined in the APA) transferred to Purchaser transferred to Purchaser pursuant to
Section 1.7 of the APA or that otherwise arise from services rendered by Purchaser on or after the
Licensure Date be paid to and received by Purchaser. In this regard, for a period of two (2) years
after the Effective Time (“Turnover Period”), the Parties shall, within fiveten (510) business
days, copy and send to any other partyParty copies (either in hard copy or via electronic file) of all
remittance advices for all deposits to all Lockboxes or other bank accounts for the Receivables (as
defined in the APA), from whatever payor or source of funds, that are received on and after the
Effective Time. In the event that Purchaser’s account receivableAssets are deposited to a bank
account of Sellers which is not automatically swept or transferred to Purchaser, then Sellers,
within fiveten (510) business days of notice of the receipt of Purchaser’s account receivablesuch
Assets, shall turnover and pay Purchaser said funds. In the event that a deposit representing
payment of any Excluded Assets is received by Purchaser, then Purchaser, within five (5) business
days of notice of the receipt of funds representing any Excluded Assets, shall turnover and pay
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Sellers such funds. Each partyParty, moreover, shall have the right, once a yearwithin three (3)
months after the expiration of the Turnover Period, to audit by an independent and competent
auditor, at the requesting partyParty’s sole expense, of the bank records and remittance advices of
any other partyParty. Thereafter, upon the findings of the auditor that there has either been an
overpayment or an underpayment of funds due, the partyParty owing funds shall, within five (5)
business days, make a payment of such funds to the partyParty to whom they are owed. Purchaser
shall as soon as practicable, set up its own bank accounts and direct payors to make deposits of
Purchaser’s accounts receivable to said accounts, and Sellers shall maintain their bank accounts.
Section 5.3 HIPAA Compliance. The partiesParties agrees to take such steps as are necessary
to ensure compliance with the Health Insurance Portability and Accountability Act of 1996
(“HIPAA”), the California Confidentiality of Medical Information Act, and other applicable
federal and state privacy laws and regulations (collectively, the “Privacy Laws”) with respect to
the Hospital and its operations, and the performance by the partiesParties of the services and
obligations provide herein.
Section 5.4

Confidentiality.

(a)
During the term of this Agreement and thereafter, the parties heretoParties shall,
and shall instruct their respective Representatives (as defined below) to, maintain in confidence
and not disclose any other partyParty’s financial, technical, sales, marketing, development,
personnel, and other information, records, or data, including, without limitation, customer lists,
supplier lists, trade secrets, designs, product formulations, product specifications or any other
proprietary or confidential information, however recorded or preserved, whether written or oral
(any such information, “Confidential Information”). Each partyParty hereto shall use the same
degree of care, but no less than reasonable care, to protect any other partyParty’s Confidential
Information as it uses to protect its own Confidential Information of like nature. Unless otherwise
authorized in any other agreement between the partiesParties, any partyParty receiving any
Confidential Information of any other partyParty (the “Receiving Party”) may use Confidential
Information only for the purposes of fulfilling its obligations under this Agreement (the
“Permitted Purpose”). Any Receiving Party may disclose such Confidential Information only to
its directors/managing members, managers, officers, employees, consultants, financial advisors,
prospective or existing lenders, counsel, accountants and other agents of such Receiving Party
(and, in addition, Sellers may disclose such Confidential Information to the creditors committee in
the Bankruptcy Cases and its consultants, financial advisors, counsel, accountants and other
agents, the Liquidating Trust and its trustee, consultants, financial advisors, counsel, accountants
and other agents and any advisory board members and their consultants, financial advisors,
counsel, accountants and other agents) (“Representatives”) who have a need to know such
information for the Permitted Purpose and who have been advised of the terms of this Section 5.5
and the Receiving Party shall be liable for any breach of these confidentiality provisions by such
persons; provided, however, that any Receiving Party may disclose such Confidential Information
to the extent such Confidential Information is required to be disclosed by a governmental agency
or court order (“Governmental Order”), in which case the Receiving Party shall promptly notify,
to the extent possible, the disclosing partyParty (the “Disclosing Party”), and take reasonable
steps to assist in contesting such Governmental Order or in protecting the Disclosing Party’s rights
prior to disclosure, and in which case the Receiving Party shall only disclose such Confidential
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Information that it is advised by its counsel in writing that it is legally bound to disclose under such
Governmental Order.
(b)
Notwithstanding the foregoing, “Confidential Information” shall not include any
information that the Receiving Party can demonstrate: (i) was publicly known at the time of
disclosure to it, or has become publicly known through no act of the Receiving Party or its
Representatives in breach of this Section 5.5; (ii) was rightfully received from a third party without
a duty of confidentiality; or (iii) was developed by it independently without any reliance on the
Confidential Information.
(c)
Upon demand by the Disclosing Party at any time, or upon expiration or
termination of this Agreement with respect to any Service, the Receiving Party agrees promptly to
return or destroy, at the Receiving Party’s option, all Confidential Information. If such
Confidential Information is destroyed, an authorized officer of the Receiving Party shall certify to
such destruction in writing.
ARTICLE VI
MISCELLANEOUS
Section 6.1

Relationship of the Parties.

(a)
The partiesParties and their respective representatives shall be deemed independent
contractors for all purposes under this Agreement.
(b)
This Agreement shall not be deemed or construed to create the relationship of
employer or employee, partnership or any type of joint venture relationship among the
partiesParties.
(c)
The partiesParties acknowledge and agree that the partiesParties are not providing
legal, accounting or tax advice under this Agreement. The partiesParties further acknowledge and
agree that no fiduciary or other similar relationship is being created among the partiesParties
relating to the Services or otherwise under this Agreement.
(d)
Except as expressly set forth herein, neither the Sellers, the Liquidating Trust, nor
any of their respective representatives or affiliates, on the one hand, nor Purchaser or any of its
representatives or affiliates, on the other hand, shall have the authority to contract for or assume
obligations of any nature in the name of any other partyParty, as the case may be, without the
other’s prior written consent.
Section 6.2 No Set-off. Neither the Sellers, the Liquidating Trust, nor any of their respective
representatives or affiliates, on the one hand, nor Purchaser nor any of its representatives or
affiliates, on the other hand, shall have any set-off or other similar rights pursuant to this
Agreement.
Section 6.3 Notices. All notices, requests, claims, demands or other communications
hereunder shall be deemed to have been duly given and made if in writing and (a) at the time
personally delivered if served by personal delivery upon the partyParty for whom it is intended, (b)
at the time received if delivered by registered or certified mail (postage prepaid, return receipt
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requested) or by a national courier service (delivery of which is confirmed), or (c) upon
confirmation if sent by facsimile; in each case to the partyParty at the address set forth in Section
5.1, or such other address as may be designated in writing hereafter, in the same manner, by such
partyParty.
Section 6.4 Amendment, Modification and Waiver. Any provision of this Agreement may be
amended, modified or waived if, and only if, such amendment, modification or waiver is in writing
and signed, in the case of an amendment, by the partiesParties, or in the case of a waiver, by the
partyParty against whom the waiver is to be effective. No failure or delay by any partyParty in
exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any
single or partial exercise thereof preclude any other or further exercise thereof or the exercise of
any other right, power or privilege.
Section 6.5 Assignment. Neither this Agreement nor any of the rights, interests or obligations
under it may be directly or indirectly assigned, delegated, hypothecated, sublicensed, subleased or
transferred by any of the partiesParties, in whole or in part, to any other person without the prior
written consent of the non-assigning partyParty, and any attempted or purported assignment in
violation of this Section 6.5 will be null and void; provided, that Sellers may assign their rights
hereunder to the Liquidating Trust. Subject to the preceding sentence, this Agreement will be
binding upon, inure to the benefit of, and be enforceable by the partiesParties and their respective
successors and permitted assigns. Notwithstanding the preceding, however, Purchaser may assign
its rights or obligations hereunder to its any of its affiliates and may subcontract with third parties
to provide any of the Purchaser Services as provided elsewhere in this Agreement, provided that
any such assignment or subcontracting shall not relieve Purchaser of or reduce Purchaser’s
obligations under this Agreement.
Section 6.6 Entire Agreement. This Agreement constitutes the entire agreement among the
partiesParties with respect to the subject matter hereof and supersedes all prior agreements and
understandings, oral or written, with respect to such matters.
Section 6.7 Third Party Beneficiaries. Nothing expressed or implied in this Agreement is
intended to confer any rights, benefits, remedies, obligations or liabilities upon any person other
than the partiesParties and their respective successors and permitted assigns.
Section 6.8 Expenses. In the event of litigation arising from or relating to this Agreement, the
non-prevailing partyParty as determined by a court of competent jurisdiction in a final
non-appealable order shall be liable and pay to the prevailing partyParty the reasonable attorney’s
fees and expenses incurred in connection with such litigation.
Section 6.9 Governing Law. This Agreement shall be construed, performed, and enforced in
accordance with, and governed by, the laws of the State of California (without giving effect to the
principles of conflicts of laws thereof), except to the extent that the laws of such State are
superseded by the Bankruptcy Code or other applicable federal law.
Section 6.10 WAIVER OF JURY TRIAL. TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO
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INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH
PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT
SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT,
OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY
CERTIFIES AND ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR
ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR
OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF
LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C)
EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D) EACH PARTY HAS
BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS,
THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 6.10. THIS IS AN
AFFIRMATIVE WAIVER OF THE PARTIES’ RIGHTS TO A JURY TRIAL UNDER
CALIFORNIA LAW, Cal. C. Civ. Pro. Sec 631. BY SIGNING BELOW ON THE SIGNATURE
LINES, EACH PARTY IS EXPLICITLY WAIVING JURY TRIAL AND AUTHORIZING ANY
AND ALL PARTIES TO FILE THIS WAIVER WITH ANY COURT AS THE WAIVER
REQUIRED UNDER Cal. C. Civ. Proc. Sec. 631(f)(2).
Section 6.11 Jurisdiction; Mediation. The partiesParties agree that the Bankruptcy Court shall
have exclusive personal and subject matter jurisdiction over any action or proceeding with respect
to any claim arising out of or related to this Agreement, and any of the documents or transactions
contained in or contemplated by this Agreement; provided, however, that the partiesParties agree
that the United States District Court for the Central District of California (together with the
Bankruptcy Court, the “Chosen Courts”) shall have exclusive jurisdiction over such claim if (i) the
Bankruptcy Cases are closed and if the Bankruptcy Cases are not reopened to adjudicate such
claim after request by the partyParty bringing such claim or (ii) the Bankruptcy Court determines
that it does not have jurisdiction over such claim. Solely in connection with claims arising under
this Agreement, or any of the documents or transactions contemplated hereby, the partiesParties
(a) irrevocably submit to the exclusive jurisdiction of the Chosen Courts, (b) waive any objection
to laying venue in any such action or proceeding in the Chosen Courts, (c) waive any objection that
the Chosen Courts are an inconvenient forum or do not have jurisdiction over any partyParty
hereto, and (d) agree that service of process upon such partyParty in any such action or proceeding
shall be effective if notice is given in accordance with Section 6.3 hereof.
Section 6.12 Mediation. If a dispute arises out of or relates to this contract, or the breach thereof,
and if the dispute cannot be settled through negotiation, the partiesParties agree first to try in good
faith to settle the dispute by mediation administered by the American Arbitration Association
under its Commercial Mediation Procedures before resorting to litigation in accordance with the
terms of this Agreement. Any such mediation shall take place in Los Angeles, California and be
subject to the governing law as set forth in this Agreement.
Section 6.13 Counterparts. This Agreement may be executed in one or more counterparts, each
of which will be deemed to constitute an original, but all of which shall constitute one and the same
agreement, and may be delivered by facsimile or other electronic means intended to preserve the
original graphic or pictorial appearance of a document.
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Section 6.14 Ownership of Intellectual Property. Subject to the provisions of the APA, each of
the partiesParties shall retain all right, title and interest in and to their respective intellectual
property and data and other proprietary and other assets.
Section 6.15 Service Standards. Service Provider shall use commercially reasonable efforts to
provide the Services to be provided by it in accordance with all applicable laws, rules and
regulations and in a professional, competent, workman-like and timely manner.
Section 6.16 Severability. The provisions of this Agreement shall be deemed severable and the
invalidity or unenforceability of any provision shall not affect the validity or enforceability of the
other provisions hereof. If any provision of this Agreement, or the application thereof to any
circumstance, is found by a court or other governmental authority of competent jurisdiction to be
invalid or unenforceable, the remainder of this Agreement and the application of such provision to
other circumstances shall not be affected by such invalidity or unenforceability, nor shall such
invalidity or unenforceability affect the validity or enforceability of such provision, or the
application thereof, in any other jurisdiction. If any provision of this Agreement is so broad as to
be unenforceable, the provision shall be interpreted to be only so broad as would be enforceable.
Section 6.17 Force Majeure. No partyParty shall be liable for nonperformance or late
performance of any of its obligations under this Agreement to the extent and for such periods of
time as such nonperformance, or late performance is due to reasons outside such partyParty’s
control (including any arising from the SARS-CoV-2 virus or mutations therefrom or in
connection with the disease COVID-19), including acts of God, war (declared or undeclared),
riots, revolutions, fire, floods, explosions, sabotage, nuclear incidents, lightning, weather,
earthquakes, storms, sinkholes, epidemics, failure of utilities, (or similar nonperformance or late
performance of suppliers or subcontractors). In the event of any such nonperformance or late
performance, the Service Provider shall use commercially reasonable efforts to restore or resume
the Services within a reasonable period of time.
Section 6.18 Fair Meaning. This Agreement shall be construed according to its fair meaning and
as if prepared by all parties heretoParties.
IN WITNESS WHEREOF, the parties heretoParties have executed this Agreement as of the
Signing Date.
NAME
By:
Name:
Title:
NAME
By:
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VERITY HEALTH SYSTEM OF
CALIFORNIA, INC.
By:
Name:
Title:
VERITY HOLDINGS, LLC

Name:

By:

Title:

Name:

NAME

Title:

By:

ST. FRANCIS MEDICAL CENTER

Name:

By:

Title:

Name:
Title:
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Schedule A
to TSA
Services to be Provided by Purchaser to Sellers
I.

Phase One: [from closing date to 6-9 months thereafter]
A.
Description of Services: Purchaser will assist in activities related to the Debtors’ efforts in
support of its winding down activities, including accounting for monthly transactions, assisting in
materials management and purchasing, facilitating voucher and payment of accounts payable and
financial reporting. Purchaser will assist Debtors’ in additional winding down activities, including
facilitating the Debtors’ efforts in claims reconciliation, contracts rejections/assumptions,
preparing W2s and 1099s, and preparing tax returns.
B.

Accounting - TBD

C.

Accounts Payable / Supply Chain - TBD

D.

Human Resources / Payroll - TBD

E.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades as
needed to perform services for all applications. List of applications: - TBD
II. Phase Two: [from end of Phase I to two years thereafter]
A.
data.

Description of Services: Purchaser will continue to archive and provide access to select

B.

Accounting / Finance - TBD

C.

Human Resources / Payroll - TBD

D.
Information Technology: Provide application and infrastructure support; maintain
licensing; maintain user access and perform required application and operating system upgrades as
needed to perform services for all applications. List of applications: - TBD
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Schedule B
to TSA
Office Space for Use by Sellers

US_Active\114188900114483166\V-6

Exhibit 5.9.35.8(c) to APA
Accepted Conditions (Attorney General)

See attached.
[Please provide comments and changes, if any.]
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Conditions to the Sale of St. Francis Medical Center1 and Approval of the Asset Purchase
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC,
St. Francis Medical Center and [Prime Healthcare Services, Inc. (“Purchaser]”)
These Conditions shall be legally binding on Verity Health System of California, Inc., a California
nonprofit public benefit corporation, Verity Holdings, LLC, a California limited liability
company, St. Francis Medical Center, a California nonprofit public benefit corporation, and St.
Francis Medical Center Foundation, a nonprofit public benefit corporation and [Purchaser], a
_____________Delaware corporation, any other subsidiary, parent, general partner, limited
partner, member, affiliate, successor, successor in interest, assignee, or person or entity serving in
a similar capacity of any of the above-listed entities including, but not limited to, any entity
succeeding thereto as a result of consolidation, affiliation, merger, or acquisition of all or
substantially all of the real property or operating assets of St. Francis Medical Center, or the real
property on which St. Francis Medical Center is located, any and all current and future owners,
lessees, licensees, or operators of St. Francis Medical Center, and any and all current and future
lessees and owners of the real property on which St. Francis Medical Center is located.
The transaction conditionally approved by the Attorney General consists of _____________.
All the entities listed in Condition I, and any other parties referenced in the above agreements shall
fulfill the terms of these agreements or documents and shall notify and obtain the Attorney
General’s approval in writing of any proposed modification or rescission of any of the terms of
these agreements or documents. Such notifications shall be provided at least sixty days prior to
their effective date in order to allow the Attorney General to consider whether they affect the
factors set forth in Corporations Code section 5917 and obtain the Attorney General’s approval.
For ten years from the closing date of the Asset Purchase Agreement, Verity Health System of
California, Inc., Verity Holdings, LLC, [Purchaser], and all future owners, managers, lessees,
licensees, or operators of St. Francis Medical Center shall be required to provide written notice to
the Attorney General sixty days prior to entering into any agreement or transaction to do any of the
following:
Sell, transfer, lease, exchange, option, convey, manage, or otherwise dispose of St. Francis
Medical Center;
Transfer control, responsibility, management, or governance of St. Francis Medical Center. The
substitution, merger or addition of a new member or members of the governing body of
[Purchaser] that transfers the control of, responsibility for or governance of St. Francis Medical
Center, shall be deemed a transfer for purposes of this Condition. The substitution or addition of
one or more members of the governing body of [Purchaser], or any arrangement, written or oral,
that would transfer voting control of the members of the governing body of [Purchaser] shall also
be deemed a transfer for purposes of this Condition.

1 Throughout

this document, the term “St. Francis Medical Center” shall mean the general acute care hospital located
at 3630 East Imperial Highway, Lynwood, CA 90262, and any other clinics, laboratories, units, services, or beds
included on the license issued to St. Francis Medical Center by the California Department of Public Health, effective
January 1, 2019, unless otherwise indicated.
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For ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical Center
shall be operated and maintained as a licensed general acute care hospital (as defined in California
Health and Safety Code Section 1250) and shall maintain and provide 24-hour emergency and
trauma medical services at no less than current2 licensure and designation with the same types
and/or levels of services, including the following:
46 emergency treatment stations at a minimum;
Designation as a Level II Trauma Center;
Designation as a 5150 Receiving Facility, as defined by the Welfare and Institutions
Code, section 5150, for behavioral health patients under involuntary evaluation;
Psychiatric evaluation team;
Designation as an Emergency Department Approved for Pediatrics (EDAP);
Designation as a Paramedic Base Station; and
Certification as a Primary Stroke Center.
[Purchaser] must give one-year advance written notice to the Los Angeles County Emergency
Medical Services Agency and the California Department of Public Health if St. Francis Medical
Center seeks to reduce trauma or trauma-related care services or stop operating the Level II
Trauma Center after ten years from the closing date of the Asset Purchase Agreement.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
shall maintain Center on-call coverage contracts and/or comparable coverage arrangements with
physicians at fair market value that are necessary to retain its qualification as a Level II trauma
center. Trauma II designation requires 24 hour immediate coverage by general surgeons, as well
as coverage by the specialties of orthopedic surgery, neurosurgery, anesthesiology, emergency
medicine, radiology and critical care. Requirements for on-call and promptly available specialties
include the followingThe following on-call coverage contracts and/or comparable coverage
arrangements are required to retain St. Francis Medical Center’s status as a Level II trauma center:
Neurology;
Obstetrics/gynecology;
Ophthalmology;
Oral or maxillofacial or head and neck;
Orthopedic
Plastic surgery;
Reimplantation/microsurgery capability (this surgical service may be provided through
a written transfer agreement); and
Urology.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the following services at current licensure, types, and/or levels of services:
Cardiac services, including three cardiac catheterization labs and the designation as a
STEMI Receiving Center;

2

The term “current” or “currently” throughout this document means as of January 1, 2019.
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Critical care services, including a minimum of 36 intensive care unit beds or 24
intensive care beds and 12 definitive observation beds;
Neonatal intensive care services, including a minimum of 29 neonatal intensive care
beds, and at minimum, maintaining a Level II NICU;
Women’s health services, including women’s imaging services;
Cancer services, including radiation oncology;
Pediatric services, including a designated area with at least five general acute care beds
for pediatric services;
Orthopedic and rehabilitation services;
Wound care services;
Behavioral health services, including a minimum of 40 distinct part inpatient acute
psychiatric beds; and
Perinatal services, including a minimum of 50 perinatal beds.
[Purchaser] shall not place all or any portion of its above-listed licensed-bed capacity or services in
voluntary suspension or surrender its license for any of these beds or services.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the same types and/or levels of women’s healthcare services currently
provided at the location below or a location within three miles of St. Francis Medical Center:
Family Life Center at St. Francis Medical Center, located at 3630 E Imperial Highway,
Lynwood, California.
For at least five years from the closing date of the Asset Purchase Agreement, [Purchaser] shall
either: (1) operate clinics (listed below) with the same number of physicians and mid-level
provider full-time equivalents in the same or similar alignment structures, or (2) sell the clinics
(listed below) with the same number of physician and mid-level provider full-time equivalents and
require the purchaser(s) to maintain such services for 5 years from the closing date of the Asset
Purchase Agreement and to participate in the Medi-Cal and Medicare programs as required in the
conditions herein, or (3) ensure that a third party is operating the clinics (listed below) with the
same number of physician and mid-level provider full-time equivalents and require the third party
to maintain such services for 5 years from the closing date of the Asset Purchase Agreement and to
participate in the Medi-Cal and Medicare programs as required in the conditions herein. For any of
these options, each clinic can be moved to a different location within a three-mile radius of each
clinic’s current location, and St. Francis Medical Center can utilize an alternative structure in
providing such services. The following clinics areclinic is subject to this condition:
Pediatric services at Children’s Counseling Center, 4390 Tweedy Ave, South Gate,
California;
The multi specialty services, including wound care at Wound Care Center, 3628 E.
Imperial Highway, Suite 103, Lynwood, California; and
Orthopedic services at 3628 E. Imperial Highway, Suite 300, Lynwood, California.
For ten years from the closing date of the Asset Purchase Agreement, [Purchaser] shall:
Be certified to participate in the Medi-Cal program at St. Francis Medical Center;
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Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal Managed
Care Plans to provide the same types and levels of emergency and non-emergency services at St.
Francis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-Cal and Medi-Cal
Managed Care) as required in these Conditions, on the same terms and conditions as other
similarly situated hospitals offering substantially the same services, without any loss, interruption
of service or diminution in quality, or gap in contracted hospital coverage, unless the contract is
terminated for cause or not extended or renewed by the Medi-Cal Managed Care Plan:
Local Initiative: L.A. Care Health Plan or its successor; and
Commercial Plan: Health Net Community Solutions, Inc. or its successor.
If [Purchaser] questions whether it is being reimbursed on the same terms and conditions as other
similarly situated hospitals offering substantially the same services, it shall notify the Attorney
General’s Office with at least 120 days’ notice prior to taking any action that would effectuate any
loss, interruption of service or diminution in quality, or gap in contracted hospital coverage or prior
to giving any required notice of taking such action.
Be certified to participate in the Medicare program by maintaining a Medicare Provider Number to
provide the same types and levels of emergency and non-emergency services at St. Francis
Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare Managed
Care), on the same terms and conditions as other similarly situated hospitals, as required in these
Conditions.
For six fiscal years from the closing date of the Asset Purchase Agreement, [Purchaser] shall
provide an annual amount of Charity Care (as defined below) at St. Francis Medical Center equal
to or greater than $12,793,4358,000,000 (the Minimum Charity Care Amount). For purposes
hereof, the term “charity care” shall mean the amount of charity care costs (not charges) incurred
by [Purchaser] in connection with the operation and provision of services at St. Francis Medical
Center. The definition and methodology for calculating “charity care” and the methodology for
calculating “costs” shall be the same as that used by Office of Statewide Health Planning
Development (OSHPD) for annual hospital reporting purposes.3
[Purchaser] shall use and maintain a charity care policy that is no less favorable than Verity Health
System of California, Inc.’s current charity care policy (Verity’s Financial Assistance Policy No.
06.03.04 effective December 5, 2017 and revised and reviewed June 20, 2018) and in compliance
with California and Federal law at St. Francis Medical Center. Within 90 days from the closing of
the Asset Purchase Agreement, [Purchaser] will amend the Financial Assistance Policy to include
as follows:
A copy of the Financial Assistance Policy and the plain language summary of the Financial
Assistance Policy must be posted at St. Francis Medical Center in a prominent location in
the emergency room, admissions area, and any other location in the hospital where there is

3

OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, “the determination of
what is classified as . . . charity care can be made by establishing whether or not the patient has the ability to pay. The
patient’s accounts receivable must be written off as bad debt if the patient has the ability but is unwilling to pay off the
account.”
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a high volume of patient traffic, including waiting rooms, billing offices, and hospital
outpatient service settings.
A copy of the Financial Assistance Policy, the Application for Financial Assistance, and the
plain language summary of the Financial Assistance Policy must be posted in a prominent
place on St. Francis Medical Center’s website.
If requested by a patient, a copy of the Financial Assistance Policy, Application for Financial
Assistance, and the plain language summary must be sent by mail at no cost to the patient.
As necessary, and at least on an annual basis, [Purchaser] will place an advertisement
regarding the availability of financial assistance at St. Francis Medical Center in a
newspaper of general circulation in the communities served by the hospital, or issue a Press
Release to widely publicize the availability of the Financial Assistance Policy to the
communities served by the hospital.
[Purchaser] will work with affiliated organizations, physicians, community clinics, other
health care providers, houses of worship, and other community based organizations to
notify members of the community (especially those who are most likely to require financial
assistance) about the availability of financial assistance at St. Francis Medical Center.
By December 1, 2019, all staff that interacts with patients and their families concerning
payment of services shall be given training to make patients and their families aware of and
informed of [Purchaser]’s Financial Assistance Policy at St. Francis Medical Center.
Any planning of, and any subsequent changes to, the charity care and collection policies, and
charity care services provided at St. Francis Medical Center shall be decided after consultation
with the Local Governing Board of Directors.
[Purchaser]’s obligation under this Condition shall be prorated on a daily basis if the closing date
of the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any, in
the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in the
Los Angeles-Long Beach-Anaheim Average Base Period: 1982-84=100 (CPI-LA, as published by
the U.S. Bureau of Labor Statistics).
If the actual amount of charity care provided at St. Francis Medical Center for any fiscal year is
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced
Consumer Price Index) required for such fiscal year, [Purchaser] shall pay an amount equal to the
deficiency to one or more tax-exempt entities that provide direct healthcare services to residents in
the St. Francis Medical Center’s service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such
payment(s) shall be made within six months following the end of such fiscal year.
For six fiscal years from the closing date of the Asset Purchase Agreement [Purchaser] shall
provide an annual amount of Community Benefit Services at St. Francis Medical Center equal to
or greater than $1,139,301 (the “Minimum Community Benefit Services Amount”) exclusive of
any funds from grants. For six fiscal years, the following community benefit programs and
services shall continue to be offered at its current or equivalent location:
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Southern California Crossroads Program;
Health Benefit Resource Center;
Welcome Baby Program;
Healthy Community Initiatives;
American Career College access for onsite training;
Paramedic Training and Education; and
Patient Transportation support.
The planning of, and any subsequent changes to, the community benefit services provided at St.
Francis Medical Center shall be decided after consultation with the Local Governing Board of
Directors.
[Purchaser]’s obligation under this Condition shall be prorated on a daily basis if the effective date
of the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Community Benefit
Services Amount shall be increased (but not decreased) by an amount equal to the Annual Percent
increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for All Urban
Consumers in the Los Angeles-Long Beach-Anaheim Average Base Period: 198284=100
(CPI-LA, as published by the U.S. Bureau of Labor Statistics).
If the actual amount of community benefit services provided at St. Francis Medical Center for any
fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted pursuant to
the above-referenced Consumer Price Index) required for such fiscal year, [Purchaser] shall pay an
amount equal to the deficiency to one or more tax-exempt entities that provide community benefit
services for residents in St. Francis Medical Center’s service area (31 ZIP codes), as defined on as
described on page 54 in the Healthcare Impact
Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such payment(s) shall be
made within six months following the end of such fiscal year.
For at least ten years from the closing date of the Asset Purchase Agreement unless otherwise
indicated, [Purchaser] shall maintain its contracts and any amendments and exhibits thereto with
the City and/or County of Los Angeles for services, including the following:
Participation in the Hospital Preparedness Program between the Hospital and Los
Angeles County;
Department of Mental Health Legal Entity Contract between the Hospital and Los
Angeles County;
Paramedic Base Hospital Services between the Hospital and Los Angeles County;
Radiation Therapy Services between the Hospital and Los Angeles County;
Designation Agreement between the County of Los Angeles Department of Mental
Health (LAC-DMH) and the Hospital and approved as a 72-hour Evaluation and
Intensive Treatment facility;
Affiliation Agreement for physicians in post graduate training;
Trauma Center Service Agreement between the Hospital and Los Angeles County; and
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Paramedic Training Institute Students between the Hospital and Los Angeles County.
For at least ten years from the closing date of the Asset Purchase Agreement, [Purchaser] shall
provide to the Los Angeles County Department of Health Services and Los Angeles County of
Department of Mental Health information and documents related to staffing assessments, clinical
guidelines, services provided, and technology needs for St. Francis Medical Center. The goal is to
ensure that [Purchaser]’s decisions or changes in these areas will not be motivated by a desire to
move away from serving the Medi-Cal population. Such information and documents will also be
provided to the Local Governing Board.
For ten years from the closing date of the Asset Purchase Agreement, [Purchaser] shall have at St.
Francis Medical Center a Local Governing Board of Directors. [Purchaser] shall consult with the
Local Governing Board of Directors prior to making changes to medical services, community
benefit programs, making capital expenditures, including making changes to the charity care and
collection policies, and making changes to charity care services provided at St. Francis Medical
Center. The members of the Local Governing Board shall include physicians from St. Francis
Medical Center’s medical staff, St. Francis Medical Center’s Chief of Staff, one member
designated by the Los Angeles County Board of Supervisors, and community representatives from
St. Francis Medical Center’s primary service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019 attached hereto as
Exhibit 1, including at least one member from a local healthcare advocacy group. Such
consultation shall occur at least sixty days prior to the effective date of such changes or actions
unless done so on an emergency basis. The Local Governing Board’s approval is required of all
reports submitted to the Attorney General regarding compliance with these Conditions.
[Purchaser] shall commit to reserve or expend capital for St. Francis Medical Center, St. Vincent
Medical Center, and Seton Medical Center for capital improvements to the hospitalshospital over
the five-year period from the closing of the Asset Purchase Agreement of, the amount of capital
that remains unexpended from the $180 million commitment required of BlueMountainBlue
Mountain Capital Management, LLC as part of the Attorney General Conditions approved on
December 3, 2015 but this amount can be no less than $5.8 million among the three hospitalsSt.
Francis Medical Center, Seton Medical Center and St. Vincent Medical Center. Purchaser
understands that such condition has previously been satisfied but will still commit to expend
approximately $35 million on St. Francis Medical Center over the five-year period from the
closing of the Asset Purchase Agreement.
[Purchaser] shall commit the necessary investments required to maintain OSHPD seismic
compliance requirements at the Hospital through 2030 under the Alfred E. Alquist Hospital
Facilities Seismic Safety Act of 1983, as amended by the California Hospital Facilities Seismic
Safety Act, (Health & Safety. Code, § 129675-130070).
[Purchaser] shall maintain privileges for current medical staff who are in good standing as of the
closing date of the Asset Purchase Agreement. Further, the closing of the Asset Purchase
Agreement shall not change the medical staff officers, committee chairs, or independence of the
medical staff, and such persons shall remain in good standing for the remainder of their tenure at
St. Francis Medical Center.
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There shall be no discrimination against lesbian, gay, bisexual, or transgender individuals at St.
Francis Medical Center, and no restriction or limitation on providing or making reproductive
health services available at St. Francis Medical Center, its medical office buildings, or at any of its
facilities. Both of these prohibitions shall be set forth in [Purchaser]’s written policies, adhered to,
and strictly enforced.
Within 15 days of the closing of date of the Asset Purchase Agreement, St. Francis Medical Center
Foundation shall transfer all charitable assets including, but not limited to, all temporary and
permanently restricted funds to the California Community Foundation.
The funds from St. Francis Medical Center Foundation, if not previously
restricted to support a specific charitable organization, will be deposited
into the California Community Foundation’s St. Francis Medical Center
Fund, and used to support nonprofit tax exempt charitable organizations,
clinics and facilities in providing healthcare services to residents of St.
Francis Medical Center’s service area (31 ZIP codes), as described on page
54 in the Healthcare Impact Report authored by JD Healthcare dated
August 16, 2019. (Exhibit 1.) The donated funds shall be maintained and
used for the purposes specified herein for a period of at least five years.
If there are funds from St. Francis Medical Center Foundation previously
restricted to support a specific charitable organization, such funds shall be
deposited into a fund or funds at California Community Foundation
restricted to continuing support for such charitable organization or
organizations. Such funds are protected against obsolescence. If the
purposes of any restricted fund become unnecessary, incapable of
fulfillment, or inconsistent with the charitable needs of the community
served by California Community Foundation, the California Community
Foundation’s Board of Directors shall have the ability to modify any
restriction or condition on the use such fund.
For eleven fiscal years from the closing date of the Asset Purchase Agreement [Purchaser] shall
submit to the Attorney General, no later than four months after the conclusion of each fiscal year, a
report describing in detail compliance with each Condition set forth herein. The Chairman of the
Board of Directors of [Purchaser] shall certify that the report is true, accurate, and complete and
provide documentation of the review and approval of the report by the Local Governing Board.
At the request of the Attorney General, all parties listed in Condition I, Verity Health System of
California, Inc., Verity Holdings, LLC, [Purchaser], and any other parties referenced in the
agreements listed in Condition II shall provide such information as is reasonably necessary for the
Attorney General to monitor compliance with these Conditions and the terms of the transaction as
set forth herein. The Attorney General shall, at the request of a partyParty and to the extent
provided by law, keep confidential any information so produced to the extent that such information
is a trade secret or is privileged under state or federal law, or if the private interest in maintaining
confidentiality clearly outweighs the public interest in disclosure.
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Once the Asset Purchase Agreement is closed, and so long as such actions are consistent with the
Asset Purchase Agreement, all parties listed in Condition I, and any other parties referenced in the
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the
applicability and compliance with each and every Condition and to have waived any right to seek
judicial relief with respect to each and every Condition.
The Attorney General reserves the right to enforce each and every Condition set forth herein to the
fullest extent provided by law. In addition to any legal remedies the Attorney General may have,
the Attorney General shall be entitled to specific performance, injunctive relief, and such other
equitable remedies as a court may deem appropriate for breach of any of these Conditions.
Pursuant to Government Code section 12598, the Attorney General’s office shall also be entitled to
recover its attorney fees and costs incurred in remedying each and every violation.
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DISCLOSURE SCHEDULES
To
ASSET PURCHASE AGREEMENT
By and Among
ST. FRANCIS MEDICAL CENTER, VERITY HOLDINGS, LLC,
and VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
(as “Sellers”)
and

(as “Purchaser”)

Dated [
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, 2020]

Schedule 1.1(a)(i) – Base Price Adjustment
Annualized Normalized earnings before interest, depreciation, amortization (EBITDA) shall mean
the actual reported EBITDA including restructuring charges and any COVID-related payments or
expenses that were realized in the period normalized by adjusting the revenues and expenses to
remove the effect of one-time items and allocating revenue and expense items over the period to
which they apply, consistent with the normalization done in a “quality of earnings” analysis.
Specifically, the EBITDA will be normalized by subtracting QAF revenues and adding back QAF
expenses reflected in the Monthly Operating Reports and adding the one-month average net
benefit of a the complete QAF Cycle VI net benefit. COVID reimbursement related to specific
patient accounts will be reflected in the period billed. COVID grants and other forms of funding,
not related to specific patient accounts, will be applied to the designated period as specified in the
funding to compensate for COVID related costs incurred and reflected in the periodic income
statement.
Prior period annualized Normalized shall mean the atactual reported EBITDA including
restructuring charges and any COVID-related payments or expenses that were realized in the
period normalized by adjusting the revenues and expenses to remove the effect of one-time items
and allocating revenue and expense items over the period to which they apply, consistent with the
normalization done in a “quality of earnings” analysis. Specifically, the EBITDA will be
normalized by subtracting QAF revenues and adding back QAF expenses reflected in the Monthly
Operating Reports and adding the one-month average net benefit of a the complete QAF Cycle VI
net benefit. COVID reimbursement related to specific patient accounts will be reflected in the
period billed. COVID grants and other forms of funding, not related to specific patient accounts,
will be applied to the designated period as specified in the funding to compensate for COVID
related costs incurred and reflected in the periodic income statement.
A sample calculation for the period ended February 2020 is attached hereto including the
normalizing adjustment for QAF VI, corporate overhead, restructuring charges and any COVID
related payments or expenses that were realized in a period but should be allocated to other
periods.
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Schedule 1.7(I) - Permitted Exceptions
None.
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9

Schedule 1.8(bb) - Other Excluded Assets
None.
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Schedule 1.9(i) - Other Obligations
None.
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Schedule 2.4 – Seller’s Knowledge of Breach or Default
None.
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Schedule 2.5 - Brokers and Finders (Sellers)
Cain Brothers, a division of KeyBanc Capital Markets.
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Schedule 2.7 - Compliance (Sellers)
See Confidential Side Disclosure Letter, dated of even date herewith.
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Schedule 2.8 - Required Consents (Sellers)
None, other than those consents required under §365 of the Bankruptcy Code.
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Schedule 2.9(b) - Environmental Matters (Sellers)
Underground storage tank non-compliance notice issued by Los Angeles Department of Water and
Power (LADWP) in September 2016 to Saint Francis Medical Center. Seller removed tank per
closure permit issued to Saint Francis Medical Center by LADWP. There was no soil
contamination or clean up necessary.
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Schedule 2.11 - Missing Material Licenses (Sellers)
SFMC timely submitted the laboratory license for renewal and has received confirmation that
CDPH Laboratory Field Services has received the renewal, is processing it, and the hospital may
continue testing without penalty.
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Schedule 2.13 - Non-Bankruptcy Court Legal Proceedings (Sellers)
See attached folder “Schedule 2.13 - Non-Bankruptcy Court Legal Proceedings”
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Schedule 2.19 - List of Excluded Individuals (Sellers)
None.
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Schedule 3.4 - No Violation (Purchaser)
None.
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Schedule 3.7 - Legal Proceedings (Purchaser)
None.
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Schedule 5.3 - Hospital Employees
See attached folder “Schedule 5.3 Hospital Employees”
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1
2
3
4
5
6
7

SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com
TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com
NICHOLAS A. KOFFROTH (Bar No. 287854)
nicholas.koffroth@dentons.com
DENTONS US LLP
601 South Figueroa Street, Suite 2500
Los Angeles, California 90017-5704
Tel: (213) 623-9300 / Fax: (213) 623-9924
Attorneys for the Chapter 11 Debtors and
Debtors In Possession

8

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

In re

Lead Case No. 2:18-bk-20151-ER

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC., et al.,

Jointly Administered With:
Case No. 2:18-bk-20162-ER
Case No. 2:18-bk-20163-ER
Case No. 2:18-bk-20164-ER
Case No. 2:18-bk-20165-ER
Case No. 2:18-bk-20167-ER
Case No. 2:18-bk-20168-ER
Case No. 2:18-bk-20169-ER
Case No. 2:18-bk-20171-ER
Case No. 2:18-bk-20172-ER
Case No. 2:18-bk-20173-ER
Case No. 2:18-bk-20175-ER
Case No. 2:18-bk-20176-ER
Case No. 2:18-bk-20178-ER
Case No. 2:18-bk-20179-ER
Case No. 2:18-bk-20180-ER
Case No. 2:18-bk-20181-ER

Debtors and Debtors In Possession.
 Affects All Debtors
 Affects Verity Health System of
California, Inc.
 Affects O’Connor Hospital
 Affects Saint Louise Regional Hospital
 Affects St. Francis Medical Center
 Affects St. Vincent Medical Center
 Affects Seton Medical Center
 Affects O’Connor Hospital Foundation
 Affects Saint Louise Regional Hospital
Foundation
 Affects St. Francis Medical Center of
Lynwood Foundation
 Affects St. Vincent Foundation
 Affects St. Vincent Dialysis Center, Inc.
 Affects Seton Medical Center Foundation
 Affects Verity Business Services
 Affects Verity Medical Foundation
 Affects Verity Holdings, LLC
 Affects De Paul Ventures, LLC
 Affects De Paul Ventures - San Jose
Dialysis, LLC
Debtors and Debtors In
Possession.

26

D

Hon. Judge Ernest M. Robles

ORDER (A) AUTHORIZING THE SALE
OF CERTAIN OF THE DEBTORS’
ASSETS TO [BIDDER]PRIME HEALTHCARE
SERVICES, INC. PURSUANT TO THE APA
ATTACHED HERETO FREE AND CLEAR OF
LIENS, CLAIMS, ENCUMBRANCES, AND
OTHER INTERESTS; (B) APPROVING THE
ASSUMPTION AND ASSIGNMENT OF
CERTAIN ASSIGNED CONTRACTS
RELATED
THERETO; AND (C) GRANTING
RELATED RELIEF
Hearing:
Date:
April 9, 2020
Time:
10:00 a.m.
Location: Courtroom 1568
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This matter came before the Court on the Debtors’ Notice of Motion and Motion for the
Entry of (I) an Order (1) Approving Form of Asset Purchase Agreement; (2) Approving Auction
and Sale Format and Bidding Procedures; (3) Approving Process for Discretionary Selection of
Stalking Horse Bidder and Bid Protections; (4) Approving Form of Notice to be Provided to
Interested Parties; (5) Scheduling a Court Hearing to Consider Approval of the Sale to the
Highest and Best Bidder; and (6) Approving Procedures Related to the Assumption of Certain
Executory Contracts and Unexpired Leases; and (II) An Order Authorizing the Sale of Property
Free and Clear of All Claims Liens and Encumbrances [Docket No. 4069] (the “Motion”), filed
by Verity Health System of California, Inc. (“VHS”), and the above-referenced affiliated debtors
and debtors in possession in the above-captioned chapter 11 bankruptcy cases (the “Debtors”), for
the entry of an order, pursuant to §§ 105(a), 363, and 365 of title 11 of the United States Code
(the “Bankruptcy Code”), Rules 2002, 6004, 6006, 9007, and 9014, and LBR 6004-1.1 This Sale
Order relates to the sale of the assets used in the operation of the general acute care hospital
known as “St. Francis Medical Center,” which are owned, as applicable, by St. Francis Medical
Center, a California nonprofit public benefit corporation (“SFMC”), VHS, and Verity Holdings
LLC, a California limited liability company (“Holdings”).
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At the previous hearing on the Motion on February 26, 2020 (the “Bidding Procedures
Hearing”), the Court granted the Motion [Docket No. 4165] (the “Bidding Procedures Order”).
Any objections that were filed and overruled at the Bidding Procedures Hearing are not listed
herein.

21
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The Court, having reviewed the Memorandum [Docket No. _____], the Declarations of
Richard Adcock [Docket Nos. 8 and _____] and James Moloney [Docket No. _____] in support
thereof, the Notice To Counterparties To Executory Contracts And Unexpired Leases Of The
Debtors That May Be Assumed And Assigned [Docket No. 4267] (the “Cure Notice”), the Notice
of Sale Procedures, Auction Date, and Sale Hearing [Docket No. 4167] (the “Auction Notice”),

26
1

27
28

Unless specified otherwise, all chapter and section references are to the Bankruptcy Code, 11
U.S.C. §§ 101-1532, all “Rule” references are to the Federal Rules of Bankruptcy Procedure,
and all “LBR” references are to the Local Bankruptcy Rules for the United States Bankruptcy
Court for the Central District of California.
- 3-
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the objections filed by various counterparties to certain executory contracts and unexpired leases
[Docket Nos. _____] (the “Cure Objections”), [Sale Objections, if any], and any withdrawals
thereof, the statements, arguments and representations of the parties made at the Sale Hearing;
and the entire record of these cases; and the Court, having determined that the relief sought in the
Motion is in the best interests of the Debtors, their estates, their creditors, and that the legal and
factual bases set forth in the Motion and presented at the Sale Hearing establish just cause for the
relief granted herein and for the reasons set forth in the Court’s tentative ruling [Docket No.
_____]; and all objections to the Motion, if any, having been withdrawn, continued or overruled;
and after due deliberation and sufficient good cause appearing therefor:

10

THE COURT HEREBY FINDS AND CONCLUDES THAT:2

11
12
13
14
15

A.

Motion pursuant to 28 U.S.C. §§ 157 and 1334. This matter relates to the administration of the
Debtors’ bankruptcy estates and is accordingly a core proceeding pursuant to 28 U.S.C. § 157(b)
(2) (A), (M), (N) and (O). Venue of these cases is proper in this District and in this Court
pursuant to 28 U.S.C. §§ 1408 and 1409.

16
17
18
19

B.

22
23
24

Statutory Predicates. The statutory predicates for the relief requested in the Motion

are (i) §§ 105(a), 363(b), (f), (k), (l) and (m), and 365, (ii) Rules 2002(a)(2), 2002(c)(1) and (d),
6004 (a), (b), (c), (e), (f) and (h), 6006(a), (c) and (d), 9006, 9007, 9013 and 9014, and (iii) LBR
6004-1 and 9013-1.

20
21

Jurisdiction and Venue. This Court has jurisdiction to hear and determine the

C.

Notice. As evidenced by the affidavits of service previously filed with the Court,

the Debtors have provided proper, timely, adequate and sufficient notice with respect to the
following: (i) the Motion and the relief sought therein, including the entry of this Sale Order and
the transfer and sale of the assets (the “Purchased Assets”), as set forth in the Asset Purchase
Agreement, dated [_____]April 3, 2020, a copy of which is attached as Exhibit “A” to Docket No.

25
26
27
28

2

The findings and conclusions set forth herein constitute the Court’s findings of fact and
conclusions of law pursuant to Rule 7052, made applicable to this proceeding pursuant to Rule
9014. To the extent that any of the following findings of fact constitute conclusions of law,
they are adopted as such. To the extent that any of the following conclusions of law constitute
findings of fact, they are adopted as such.
- 4-
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_____ (the “APA”); (ii) the Sale Hearing; (iii) the Auction Notice; and (iv) the assumption and
assignment of the executory contracts and unexpired leases and proposed cure amounts owing
under such executory contracts and unexpired leases (the “Cure Amounts”); and no further notice
of the Motion, the relief requested therein or the Sale Hearing is required. The Debtors have also
complied with all obligations to provide notice of the Auction, the Sale Hearing, the proposed sale
and otherwise, as required by the Bidding Procedures Order. A reasonable opportunity to object
and to be heard regarding the relief provided herein has been afforded to parties-in-interest.
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D.

Title in the Purchased Assets. The Purchased Assets constitute property of the

Debtors’ estates and title thereto is vested in the Debtors’ estates within the meaning of section
541(a) of the Bankruptcy Code. The Debtors are the sole and lawful owner of the Purchased
Assets.
E.

Arm’s Length Transaction. The APA and other documents and instruments (the

“Transaction Documents”) related to and connected with this transaction (the “Transaction”) and
the consummation thereof were negotiated and entered into by the Debtors and [Bidder]Prime
Healthcare Services, Inc. (“[Bidder]Prime”), as Purchaser under the APA without collusion, in
good faith and through an arm’s length bargaining process. Neither [Bidder]Prime nor any of its
affiliates or representatives is an “insider” of the Debtors, as that term is defined in § 101(31).
None of the Debtors, [Bidder]Prime, or their respective representatives engaged in any conduct
that would cause or permit the APA, any of the other Transaction Documents or the Transaction
to be avoided under § 363(n), or have acted in any improper or collusive manner. The terms and
conditions of the APA and the other Transaction Documents, including, without limitation, the
consideration provided in respect thereof, are fair and reasonable, and are not avoidable and shall
not be avoided, and no damages may be assessed against [Bidder]Prime or any other party, as set
forth in § 363(n). The consideration provided by [Bidder]Prime is fair, adequate and constitutes
reasonably equivalent value and fair consideration under the Bankruptcy Code and any other
applicable laws of the United States or any of its jurisdictions or subdivisions, including the State
of California.
- 5US_Active\114214804\V-1
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EF.

Good Faith Purchaser. [Bidder]Prime has proceeded in good faith and without

collusion in all respects in connection with the sale process, in that: (i) [Bidder]Prime, in
proposing and proceeding with the Transaction in accordance with the APA, recognized that the
Debtors were free to deal with other interested parties; (ii) [Bidder]Prime agreed to provisions in
the APA that would enable the Debtors to accept a higher and better offer; (iii) [Bidder]Prime
complied with all of the provisions in the Bidding Procedures Order applicable to [Bidder]Prime;
(iv) all payments to be made by [Bidder]Prime and other agreements entered into or to be entered
into between [Bidder]Prime and the Debtors in connection with the Transaction have been
disclosed; (v) the negotiation and execution of the APA and related Transaction Documents were
conducted in good faith and constituted an arm’s length transaction; (vi) [Bidder]Prime did not
induce or cause the chapter 11 filings by the Debtors; and (vii) the APA was not entered into, and
the Transaction being consummated pursuant to and in accordance with the APA is not being
consummated, for the purpose of hindering, delaying or defrauding creditors of the Debtors.
[Bidder]Prime is therefore entitled to all of the benefits and protections provided to a good-faith
purchaser under § 363(m) of the Bankruptcy Code and any other applicable bankruptcy or
non-bankruptcy law with respect to the sale and assignment of the Purchased Assets and Assumed
Contracts that Prime is acquiring pursuant to the APA and the other terms thereof. Accordingly,
the reversal or modification on appeal of the authorization provided herein to consummate the
Transaction shall not affect the validity of the Transaction, any terms or conditions of the
Transaction or [Bidder]Prime’s status as a “good faith” purchaser.
FG.

Justification for Relief. Good and sufficient reasons for approval of the APA and

the other Transaction Documents and the Transaction have been articulated to this Court in the
Motion and at the Sale Hearing, and the relief requested in the Motion and set forth in this Sale
Order is in the best interests of the Debtors, their estates, and their creditors. The Debtors have
demonstrated through the Motion and other evidence submitted at the Sale Hearing both (i) good,
sufficient and sound business purpose and justification and (ii) compelling circumstances for the
transfer and sale of the Purchased Assets as provided in the APA outside the ordinary course of
business, and (iii) such transfer and sale pursuant to the terms of the APA and this Order is an
- 6US_Active\114214804\V-1
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appropriate exercise of the Debtors’ business judgment and in the best interests of the Debtors,
their estates, and their creditors.
GH.

Free and Clear. In accordance with §§ 363(b) and 363(f), the consummation of the

Transaction pursuant to the Transaction Documents shall be a legal, valid, and effective transfer
and sale of the Purchased Assets and shall vest in [Bidder]Prime, through the consummation of
the Transaction, all of the Debtors’ right, title, and interest in and to the Purchased Assets, free
and clear of all liens, claims, interests, rights of setoff, recoupment, netting and deductions, rights
of first offer, first refusal and any other similar contractual property, legal or equitable rights, and
any successor or successor-in-interest liability theories (collectively, the “Encumbrances”). The
Debtors have demonstrated that one or more of the standards set forth in § 363(f)(1)-(5) have been
satisfied. Those holders of Encumbrances who did not object, or who withdrew their objections,
to the sale or the Motion are deemed to have consented pursuant to § 363(f)(2). Those holders of
Encumbrances who did object fall within one or more of the other subsections of § 363(f). All
holders of the Encumbrances in the Purchased Assets are adequately protected by having their
respective Encumbrances attach to the Debtors’ interests in the proceeds of the sale of the
Purchased Assets under the APA (subject to any Challenge within the meaning of that certain
Final Order (I) Authorizing Postpetition Financing, (II) Authorizing Use of Cash Collateral, (III)
Granting Liens and Providing Superpriority Administrative Expense Status, (IV) Granting
Adequate Protection, (V) Modifying Automatic Stay, and (VI) Granting Related Relief [Docket
No. 409] (the “Final DIP Order”) that has been, or may be, timely filed), and any related
documents or instruments delivered in connection therewith, whenever and wherever received
(the “Sale Proceeds”) to the extent and manner herein provided. The outcome of any such
Challenge does not affect the findings in this paragraph.
HI.

Prompt Consummation. The Debtors have demonstrated good and sufficient cause

to waive the stay requirement under Rules 6004(h) and 6006(d). Time is of the essence in
consummating the Transaction, and it is in the best interests of the Debtors and their estates to
consummate the Transaction within the timeline set forth in the Motion and the APA. The Court

28
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finds that there is no just reason for delay in the implementation of this Order, and expressly
directs entry of judgment as set forth in this Order.
IJ.

Assumption of Executory Contracts and Unexpired Leases. The Debtors have

demonstrated that it is an exercise of their sound business judgment to assume and assign to
[Bidder]Prime the “Assigned Contracts” (as that term is defined in the APA), subject to the
[Bidder]Prime’s right to designate any Assigned Contracts as “Rejected Contracts” (as that term
is defined in the APA) pursuant to the APA, in connection with the consummation of the
Transaction, and the assumption and assignment of the Assigned Contracts is in the best interests
of the Debtors and their estates.
JK.

Cure/Adequate Assurance. In connection with the Closing, and pursuant to the

APA, unless otherwise ordered, any and all defaults existing on or prior to the Closing under any
of the Assigned Contracts will have been cured, within the meaning of § 365(b)(1)(A), by
payment of the amounts (the “Cure Amounts”) and in the manner set forth below, unless
otherwise agreed by [Bidder]Prime and the counterparty (each a “Counterparty”) or as ordered by
the Court. [Bidder]Prime has provided or will provide adequate assurance of future performance
of and under the Assigned Contracts within the meaning of § 365(b)(1)(C) and § 365(f)(2)(B),
and shall have no further obligation to provide assurance of performance to any Counterparty to
an Assigned Contract. Pursuant to § 365(f), the Assigned Contracts to be assumed by the Debtors
(i.e., SFMC, VHS, and Holdings), and assigned to [Bidder]Prime under the APA shall be
assigned and transferred to, and remain in full force and effect for the benefit of, [Bidder]Prime,
notwithstanding any provision in such Assigned Contracts prohibiting their assignment or
transfer. The Debtors have demonstrated that no other parties to any of the Assigned Contracts
has incurred any actual pecuniary loss resulting from a default on or prior to the Closing under
any of the Assigned Contracts within the meaning of § 365(b)(1)(B).
KL.

Rejection of Executory Contracts and Unexpired Leases. The Debtors will have

demonstrated that it is a reasonable and appropriate exercise of their sound business judgment for
SFMC to reject all of its executory contracts and unexpired leases, excluding (i) Assigned
Contracts, (ii) any prepetition multiparty contract affecting more than one Debtor in addition to
- 8US_Active\114214804\V-1
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SFMC, (iii) any prepetition contract that is the subject of a Rule 9019 settlement motion prior to
Closing, and (vi) any collective bargaining agreement (a “CBA”), pension plan or health and
welfare plan providing collectively bargained benefits to which SFMC is a party or sponsor. The
Debtors shall file an appropriate motion to reject the contracts, covered by this paragraph K, prior
to Closing and shall request therein that the rejection be effective as of the Closing or as otherwise
appropriate.
LM.

Highest and Best Offer. The Debtors solicited offers and noticed the Auction in

accordance with the provisions of the Bidding Procedures Order. The Auction was duly noticed,
the sale process was conducted in a non-collusive manner and the Debtors afforded a full, fair and
reasonable opportunity for any person or entity to make a higher and better offer to purchase the
Purchased Assets. Other than [Bidder]Prime’s Bid, the Debtors received [number] Qualified Bids
by the Bid Deadline (as such terms are defined by the Bidding Procedures Order). The Debtors
properly consulted with the Consultation Parties in selecting the [Bidder]Prime’s Bid as the
highest and best bid (as such terms are defined in the Bidding Procedures Order), as set forth in
the Auction Notice. The transfer and sale of the Purchased Assets to [Bidder]Prime on the terms
set forth in the APA constitutes the highest and best offer for the Purchased Assets and will
provide a greater recovery for the Debtors’ estates than would be provided by any other available
alternative. The Debtors’ determination, in consultation with the Consultation Parties (as defined
in the Bidding Procedure Order), that the APA constitutes the highest or best offer for the
Purchased Assets constitutes a valid and sound exercise of the Debtors’ business judgment.
MN.

No De Facto or Sub Rosa Plan of Reorganization. The sale of the Purchased

Assets does not constitute a de facto or sub rosa plan of reorganization or liquidation because it
does not propose to (i) impair or restructure existing debt of, or equity or membership interests in,
the Debtors, (ii) impair or circumvent voting rights with respect to any plan proposed by the
Debtors, (iii) circumvent chapter 11 safeguards, including those set forth in §§ 1125 and 1129, or
(iv) classify claims or equity or membership interests.
NO.

Legal and Factual Bases. The legal and factual bases set forth in the Motion and at

the Sale Hearing establish just cause for the relief granted herein.
- 9US_Active\114214804\V-1
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NOW THEREFORE, IT IS HEREBY ORDERED THAT:
1.

The relief requested in the Motion is GRANTED and APPROVED in all respects

to the extent provided herein.
2.

All objections with regard to the relief sought in the Motion that have not been

withdrawn, waived, settled, or provided for herein or in the Bidding Procedures Order, including
any reservation of rights included in such objections, are overruled on the merits with prejudice.
To the extent of any inconsistency between this Sale Order and the Bidding Procedures Order, the
terms of this Sale Order shall prevail.
3

Notice of the Sale Motion, and the assumption and assignment of the Assumed

Contracts (including proposed Cure Amounts related thereto), the Auction, the Sale Hearing and
the Sale was fair and equitable under the circumstances and complied in all respects with the
Bidding Procedures, section 102(1), 363, and 365 of the Bankruptcy Code, and Bankruptcy Rules
2002, 6004, 6006, 9006, and 9007.
4

3. Pursuant to §§ 105(a), 363(b), 363(f), and 365, the Transaction, including the

transfer and sale of the Purchased Assets to [Bidder]Prime on the terms set forth in the APA, is
approved in all respects, and the Debtors are authorized and directed to consummate the
Transaction in accordance with the APA, including, without limitation, by executing all of the
Transaction Documents (and any ancillary documents or instruments that may be reasonably
necessary or desirable to implement the APA or the Transaction) and taking all actions necessary
and appropriate to effectuate and consummate the Transaction (including the transfer and sale of
the Purchased Assets) in consideration of the Purchase Price (as defined in § 1.1 of the APA)
upon the terms set forth in the APA, including, without limitation, assuming and assigning to
[Bidder]Prime the Assigned Contracts. The Debtors and [Bidder]Prime shall have the right to
make any mutually agreeable, non-material changes to the APA, which shall be in writing signed
by both parties, without further order of the Court provided, that after reasonable notice, the
Official Committee of Unsecured Creditors (the “Committee”) and the Prepetition Secured
Creditors (as defined in the Final DIP Order) do not object to such changes. Any timely objection

28
- 10 US_Active\114214804\V-1

1
2

by the aforementioned parties to any agreed non-material changes to the APA may be resolved by
the Court on shortened notice.
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valid, enforceable and effective transfer and sale of the Purchased Assets to [Bidder]Prime free
and clear of all Encumbrances as further set forth in the APA and this Sale Order; and (ii) the
APA, and the other Transaction Documents, and the Transaction, shall be enforceable against and
binding upon, and not subject to rejection or avoidance by, the Debtors, any successor thereto
including a trustee or estate representative appointed in the Bankruptcy Cases, the Debtors’
estates, all holders of any Claim(s) (as defined in the Bankruptcy Code) against the Debtors,
whether known or unknown, any holders of Encumbrances on all or any portion of the Purchased
Assets, all Counterparties to the Assigned Contracts and all other persons and entities.
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4. As of the Closing, (i) the Transaction set forth in the APA shall effect a legal,

6

5. Encumbrances in and to Purchased Assets shall attach (subject to any Challenge

within the meaning of the Final DIP Order that has been, or may be, timely filed) to the Sale
Proceeds of such Purchased Assets with each such Encumbrance having the same force, extent,
effect, validity and priority as such Encumbrance had on the Purchased Assets giving rise to the
Sale Proceeds immediately prior to the Closing. For the avoidance of doubt, the foregoing force,
extent, effect, validity and priority of such Encumbrances shall: (i) reflect the security interests,
liens (including any Prepetition Replacement Liens arising for diminution of value, if any) and
rights, powers and authorities that have been granted to the Prepetition Secured Creditors, as
applicable, pursuant to the Financing Orders,3 to the extent that (i) the rights granted to the
Prepetition Secured Creditors with respect to §§ 506(c) and 552(b) by the Final DIP Order are not
limited or modified as a result of the appeal from the Final DIP Order filed by the Committee on
3

The “Financing Orders” refer, collectively, to (i) the Final DIP Order; (ii) the Final Order (A)
Authorizing Continued Use of Cash Collateral, (B) Granting Adequate Protection, (C)
Modifying the Automatic Stay, and (D) Granting Related Relief [Docket No. 3022]; (iii) the
Final Order Approving Stipulation Between the Prepetition Secured Creditors and the Debtors
to (A) Amend Cash Collateral Order, Authorize Continued Use of Cash Collateral, Grant
Adequate Protection, (D) Modify Automatic Stay, and (E) Grant Related Relief [Docket No.
3883]; and (iv) the Final Order Approving Stipulation to (A) Amend the First Amended
Supplemental Cash Collateral Order, Authorize Continued Use of Cash Collateral, Grant
Adequate Protection, (D) Modify Automatic Stay, and (E) Grant Related Relief [Docket No.
4028].
- 11 -
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November 29, 2019; and/or (ii) any replacement liens or security interest granted to the
Prepetition Secured Creditors by the Financing Orders are not invalidated as a result of any
Challenge within the meaning of the Final DIP Order that has been, or may be, timely filed. In
addition, the Intercreditor Agreement (as defined in the Final DIP Order) shall apply with respect
to the rights of the parties thereto in and to the Sale Proceeds and the Escrow Deposit Account, to
the extent of and in accordance with its terms with all parties reserving all rights thereunder. The
outcome of any such Challenge does not affect the Transaction in any respect. .
7

6. The Accounts Receivable shall be transferred from Debtors to Prime free and

clear of all Encumbrances as further set forth in the APA and this Sale Order, subject only to the
A/R Accounting set forth in the APA. Subject to the fulfillment of the terms and conditions of the
APA, this Sale Order shall, as of the Closing, be considered and constitute for all purposes a full
and complete general assignment, conveyance, and transfer of the Purchased Assets and/or a bill
of sale transferring all of the Debtors’ rights, title and interest in and to the Purchased Assets to
[Bidder]Prime free and clear of the Encumbrances. Consistent with, but not in limitation of the
foregoing, each and every federal, state, and local governmental agency or department, except as
stated herein, is hereby authorized and directed to accept all documents and instruments necessary
and appropriate to consummate the transactions contemplated by the APA and approved in this
Sale Order. A certified copy of this Order may be filed with the appropriate clerk and/or recorded
with the appropriate recorder to cancel any Encumbrances of record.
8

7. Any person or entity that is currently, or on the Closing Date may be, in

possession of some or all of the Purchased Assets is hereby directed to surrender possession of
such Purchased Assets either to (a) the Debtors before the Closing or (b) to [Bidder]Prime or its
designee upon the Closing, and to cooperate with the Debtors and [Bidder]Prime in the Debtors’
and [Bidder]Prime’s fulfillment of their obligations hereunder and pursuant to the APA.
9

8. The transfer of the Purchased Assets pursuant to the Transaction Documents

shall be a legal, valid, and effective transfer and shall, in accordance with §§ 105(a) and 363(f),
and upon consummation of the Transaction, including, without limitation, payment of the
Purchase Price to the Debtors, vest [Bidder]Prime with all right, title, and interest in the
- 12 US_Active\114214804\V-1
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Purchased Assets, free and clear of all Encumbrances.

Upon closing of the Transaction,

[Bidder]Prime shall take title to and possession of the Purchased Assets as set forth in the APA.
The transfer of the Purchased Assets from the Debtors to [Bidder]Prime constitutes a transfer in
good faith and for reasonable equivalent value and fair consideration under the Bankruptcy Code
and the laws of the State of California.
10

9. Following the Closing, no holder of any Encumbrance against the Debtors or

upon the Purchased Assets shall interfere with [Bidder]Prime’s respective rights in, title to or use
and enjoyment of the Purchased Assets. All persons and entities are hereby forever prohibited and
enjoined from taking any action that would adversely affect or interfere with the ability of the
Debtors to sell and transfer the Purchased Assets to [Bidder]Prime, including the assumption and
assignment of the Assigned Contracts.
11

Prime is a good faith purchaser of the Purchased Assets and is hereby granted and

entitled to all of the protections provided to a good faith purchaser under section 363(m) of the
Bankruptcy Code. Pursuant to section 363(m) of the Bankruptcy Code, if any or all of the
provisions of this Sale Order are hereafter reversed, modified, or vacated by a subsequent order of
the Bankruptcy Court or any other court (including modification of the terms of the APA), such
reversal, modification, or vacatur shall not affect the validity and enforceability of the
Transaction, any sale, transfer, or assignment under the APA or obligation or right granted
pursuant to the terms of this Sale Order, and, notwithstanding any reversal, modification, or
vacatur, the original provisions of this Sale Order and the APA, as the case may be, shall apply
with respect to the Transaction.
12

The Sale approved by this Sale Order is not subject to avoidance or any recovery

or damages pursuant to section 363(n) or any other section of the Bankruptcy Code or otherwise.
13

10. [Bidder]Prime shall not be deemed, as a result of any action taken in

connection with, or as a result of the Transaction (including the transfer and sale of the Purchased
Assets), to the maximum extent permitted by permitted by law by reason of any theory of law or
equity with respect to any claims or liens against Sellers or the Assets, to: (i) be a successor,
continuation or alter ego (or other such similarly situated party) to or of the Debtors or their
- 13 US_Active\114214804\V-1
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14

11. This Sale Order (i) shall be effective as a determination that, on Closing, all

Encumbrances existing against the Purchased Assets before the Closing have been
unconditionally released, discharged and terminated, and that the transfers and conveyances
described herein have been effected, and (ii) shall be binding upon and shall govern the acts of all
persons and entities. If, following a reasonable written request made by the Debtors, any person
or entity that has filed financing statements or other documents or agreements evidencing any
Encumbrances against the Purchased Assets shall not have delivered to the Debtors for use at or
in connection with Closing, in proper form for filing and executed by the appropriate parties,
termination statements, instruments of satisfaction, releases of all Encumbrances which the person
or entity has with respect to the Purchased Assets, then [Bidder]Prime and/or the Debtors are
hereby authorized to execute and file such statements, instruments, releases and other documents
on behalf of the person or entity with respect to such Purchased Assets. For the avoidance of
doubt, such statements, instruments, releases and other documents shall not impair Encumbrances
that attach (subject to any Challenge within the meaning of the Final DIP Order that has been, or
may be, timely filed, which shall not affect the enforceability of this Sale Order as to Prime) to the
Sale Proceeds or the terms of this Order, including, but not limited to paragraphs 57 and 1316
hereof.
15

12. In accordance with the APA, concurrently with the Closing, [Bidder]Prime

shall pay that portion of the Purchase Price due at Closing, by wire transfer of immediately
available funds, to Debtors’ Escrow Deposit Accounts (defined below), subject to the adjustments
set forth in the APA. Any direct expenses of the Sale shall be disclosed by Debtors to the
Prepetition Secured Creditors and the Committee in advance of the Closing.

28
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16

13. The terms and conditions of the Financing Orders shall apply with respect to

the Sale Proceeds and Escrow Deposit Accounts (defined herein), except as expressly modified
hereby. Without limiting the foregoing, the Debtors shall comply with paragraph 4 of the Final
DIP Order in the following manner:
a.

the Debtors shall direct [Bidder]Prime, pursuant to the terms of the APA,

to remit to Chicago Title Insurance Company as closing escrow agent (the “Closing Escrow
Agent”) all Sale Proceeds for the separate account of each selling Debtor. Upon closing, the
Closing Escrow Agent shall remit the Sale Proceeds to the separate accounts for each selling
Debtor (each such account hereafter referred to as “Escrow Deposit Account”).
b.

in giving direction to [Bidder]Prime pursuant to sub-paragraph (a), above,

the Debtors shall exercise their reasonable business judgment, in good faith, and allocate the Sale
Proceeds among the Escrow Deposit Accounts on the basis of the value of each Debtor’s
Purchased Assets as of the Closing (which allocation, for the avoidance of doubt, shall be subject
to the reservations of rights in paragraph 4 of the Final DIP Order the Bidding Procedures Order;
provided further that nothing in this paragraph shall waive or limit any rights the Committee or
the Prepetition Secured Creditors may have in connection with the confirmation of a proposed
chapter 11 plan for any of the Debtors’ cases (including the right to seek to reallocate estate
values and the Sale Proceeds);
c.

no funds held in any Escrow Deposit Account shall be (i) commingled with

any other funds of the applicable Debtor or any of the other Debtors or (ii) used by the Debtors for
any purpose, except as provided in this Order or the Financing Orders without further order of this
Court, after reasonable notice under the circumstances to the Prepetition Secured Creditors and
the Committee; and
d.

establishment of an Escrow Deposit Account shall not require execution by

the Debtors of a be a deposit account control agreement in favor of the Prepetition Secured
Creditors to establish their rights over the Escrow Deposit Account balances as collateral or
proceeds of collateral, and subject to, the Financing Orders with respect to the Sale Proceeds and
Escrow Deposit Account, including, without limitation, following the occurrence of an Event of
- 15 US_Active\114214804\V-1
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e.

for the avoidance of doubt, the rights of the Debtors, the Committee, and

the Prepetition Secured Creditors as to the Sale Proceeds and any funds held in a Deposit Escrow
shall be, except as set forth herein, as contemplated by Paragraph 4 of the Final DIP Order, and
nothing in this Order shall be construed as altering, amending, waiving, or affecting in any way
such rights.
17

14. Concurrently with the Closing or as soon thereafter as is possible, and in

accordance with the APA, the Debtors shall pay out of the Sale Proceeds to the Counterparties to
the Assigned Contracts the Cure Amounts either as (i) set forth in the Cure Notice, (ii) otherwise
agreed to by the Debtors, [Bidder]Prime, and the applicable Counterparties thereto, or (iii)
ordered by this Court after a hearing on any objection to the Cure Amount set forth in the Cure
Notice. [Bidder]Prime has the right under the APA to remove any contracts from the list of
Assigned Contracts up tountil the later of (i) thirty (30) days prior to Closing or (ii) three business
days following the entry of an order resolving any Assumption Dispute (as defined below).
18

15. Any executory contracts and/or unexpired leases that, which give rise to Cure

Costs and are designated as Assigned Contracts and are not timely removed from the Assigned
Contracts list by [Bidder]Prime under the APA shall be deemed Assigned Contracts at the
Closing, subject to the provisions of the APA and this Sale Order. The Court shall resolve any
and all disputes which may arise between the Debtors, [Bidder]Prime, and any applicable
Counterparty concerning (i) whether a particular Assigned Contract is an executory contract or
unexpired lease or (ii) whether a Counterparty to an Assigned Contract is entitled to an allowed
claim against the Debtors which exceeds the Cure Amount set forth in the Cure Notice (an
“Assumption Dispute”).
- 16 US_Active\114214804\V-1
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19

All of the Assigned Contracts, to the extent they are executory contracts or

unexpired leases and are not subsequently and timely removed by Prime under the APA, or
deemed a rejected contract within the meaning of § 1.11 of the APA, shall be part of the Assigned
Contracts that will be assumed by the Debtors and assigned to Prime at the Closing, subject to the
provisions of the APA. All Assigned Contracts shall be assumed by the Debtors and assigned to
Prime at the Closing, with Prime to be obligated to pay all Cure Costs owing to such Assigned
Contract Counter-Parties concurrently with the Closing, as set forth in the APA, or as otherwise
agreed to by the Debtors, Prime and the applicable counter-parties thereto, or ordered by the Court
(the “Additional Cure Costs”), so long as such amount as ordered by the Court is no greater than
the amount agreed upon by Prime; and in the event the Additional Cure Costs is greater than the
amount agreed upon by Prime, and Prime is not willing to pay the Additional Cure Costs, the
Debtors shall not be required to pay the Additional Cure Cost(s) and the Assigned Contract(s)
shall be deemed a rejected contract within the meaning of § 1.11 of the APA and this Sale Order,
and funds in an amount equal to the Cure Amount for such Rejected Contract shall be returned to
Prime within seven (7) business days of such contract being deemed a rejected contract pursuant
to the APA; provided, and for the avoidance of doubt, no collective bargaining agreement,
pension plan or health and welfare plan providing collectively bargained benefits to which a
Hospital is a party or sponsor constitutes an Assigned Contract for which Prime or the Debtors
may be obligated to pay any cure amount.
20

16. In the event the Court determines that a Counterparty has an allowed cure

claim against the Debtors which exceeds the Cure Amount set forth in the Cure NoticeCost
agreed to between the Debtors and Prime (the “Excess Cure Amount”) with respect to an
Assigned Contract, the difference will be paid by [Bidder]Prime as an increase to Cure Pool and
the Purchase Price and shall not be the responsibility of the Debtors as more specifically set forth
below; provided, however, that an Assigned Contract subject to an Assumption Dispute shall be
deemed a “Rejected Contract” within the meaning of § 1.11(a) of the APA if the Assumption
Dispute is not resolved by the later of (i) three days following entry of ana final and
non-appealable order, or (ii) removal of the Assigned Contract from the list of Assigned Contracts
- 17 US_Active\114214804\V-1
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on or before thirty (30) days prior to Closing, unless the Debtor, [Bidder]Prime, and the
applicable Counterparty agree otherwise. To the extent an Assumption Dispute relates solely to
the Cure Amount, the Debtors may, with [Bidder]Prime’s consent, assume and assign the
applicable executory contract or unexpired lease at Closing and prior to the resolution of the
Assumption Dispute by the Bankruptcy Court, provided, that the Bankruptcy Court has estimated
the maximum cure payment, pursuant to § 502(c) and [Bidder]Prime includes such amount in the
Cure Pool to be held by the Debtors in the Sale Proceeds Account for the relevant Debtor(s). The
Debtors shall pay and hereby are authorized to pay disputed Cure Amounts from the relevant
Sales Proceeds Account(s) upon entry of a final and non-appealable order by this Court to the
extent [Bidder]Prime remitted to Sellers the amount required by this paragraph of the Order.
21

17. [Bidder]Prime shall have the right to designate any contracts on the Assigned

Contract list as a Rejected Contract onuntil the later of (i) three business days following entry of a
final and non-appealable order resolving any Assumption Dispute or prior to(ii) 5:00 p.m. (Pacific
Time) on the day that is thirty (30) days prior to Closing Date, provided further that the Debtors
shall have the absolute right to remove any Evaluated Contract from the list of Assigned
Contracts in order to preserve avoidance claims.
22

18. Upon the Closing or as otherwise provided herein or under the APA, the Debtors

are authorized and directed to assume, assign and/or transfer each of the Assigned Contracts to
[Bidder]Prime. At the Closing, [Bidder]Prime shall pay out of the Sale Proceeds, which shall include
the “Cure Pool” (as defined in the APA), the Cure Amounts identified pursuant to paragraph 1417
above. Notwithstanding anything in this Order to the contrary, and with the exception of Cure
Amounts subject to Assumption Disputes on the Closing Date (which shall be paid upon resolution of
such Assumption Dispute), the Debtors shall pay to the Counterparties of Assigned Contracts the
applicable Cure Amount (including, any Excess Cure Amount) from the Cure Pool upon the Closing
or as soon thereafter as is reasonably practicable. The Debtors’ payment of such Cure Amounts are
deemed the necessary and sufficient amounts to “cure” all “defaults” with respect to all such Assigned
Contracts under § 365(b). The foregoing payment shall (i) effect a cure of all defaults existing under
all such Assigned Contracts, and (ii) compensate all such Counterparties for any actual pecuniary loss
- 18 US_Active\114214804\V-1
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resulting from any such default. The Debtors shall then have assumed and assigned to [Bidder]Prime,
effective as of the Closing, subject to the provisions of the APA and this Sale Order, all of the
Assigned Contracts, and, pursuant to § 365(f), the assignment by the Debtors of all such Assigned
Contracts to [Bidder]Prime shall not be a default thereunder. After the payment of the Cure Amounts,
neither the Debtors nor [Bidder]Prime shall have any further liabilities to any Counterparties, other
than [Bidder]Prime’s obligations under the Assigned Contracts that accrue and become due and
payable after the Closing Date and are attributable solely to post-Closing events or activities. In
addition, adequate assurance of future performance has been demonstrated by or on behalf of
[Bidder]Prime with respect to all of the Assigned Contracts within the meaning of §§ 365(b)(1)(c),
365(b)(3) (to the extent applicable) and 365(f)(2)(B). For the avoidance of doubt, [Bidder]Prime shall
not be liable for the payment of any liabilities or obligations, including but not limited to the obligation
to provide assurance of future performance, arising from or related to (a) any Rejected Contracts, (b)
any prepetition multiparty contract affecting more than one Debtor in addition to SFMC, or (c) any
CBA, pension plan, or health and welfare plan providing for collectively bargained for benefits to
which SFMC is a party or a sponsor, unless expressly assumed and assigned with [Bidder]Prime’s
consent or as otherwise set forth in this Sale Order.
23

19. The Debtors intend, and are hereby authorized, to (A) reject, pursuant to § 365(a),

all executory contracts to which SFMC is a party, excluding (i) Assigned Contracts, and (ii) any
prepetition multiparty contract affecting more than one Debtor in addition to SFMC, and, (B)
reject and terminate, to the extent separately authorized by this Court, pursuant to §§ 1113, 1114,
and any other applicable provision of the Bankruptcy Code, any CBA, pension plan or health and
welfare plan providing collectively bargained benefits to which SFMC is a party or sponsor.
24

20. All of the Counterparties are forever barred, estopped, and permanently enjoined

from (i) raising or asserting against the Debtors or [Bidder]Prime, or any of their property, any
assignment fee, acceleration, default, breach, or claim of pecuniary loss, or condition to assignment,
arising under or related to the Assigned Contracts, existing as of the Closing, or arising by reason of the
consummation of the Transaction contemplated by the APA, including, without limitation, the
Transaction and the assumption and assignment of the Assigned Contracts, including any asserted
- 19 US_Active\114214804\V-1
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breach relating to or arising out of the change-in-control provisions in such Assigned Contracts, or any
purported written or oral modification to the Assigned Contracts and (ii) asserting against
[Bidder]Prime any claim, counterclaim, breach, or condition asserted or assertable against the Debtors
existing as of the Closing or arising by reason of the transfer of the Purchased Assets.
25

21. Any provisions in any Assigned Contracts that prohibit or condition the assignment

of such Assigned Contract or allow the counterparty to such Assigned Contract to terminate, recapture,
impose any penalty, condition on renewal or extension or modify any term or condition upon the
assignment of such Assigned Contract constitute unenforceable anti-assignment provisions that are
void and of no force and effect with respect to the Debtors’ assumption and assignment of such
Assigned Contract to [Bidder]Prime in accordance with the APA, pursuant to § 363(f).
26

22. The terms and provisions of this Sale Order, as well as the rights granted under the

Transaction Documents, shall continue in full force and effect and are binding upon any successor,
reorganized Debtors, or chapter 7 or chapter 11 trustee applicable to the Debtors, notwithstanding entry
of any suchorder of conversion, or dismissal or order entry. Nothing contained in any chapter 11 plan
confirmed in the Debtors’ cases or in any order confirming such a plan, nor any order dismissing the
cases or converting the cases to a case under chapter 7, shall conflict with or derogate from the
provisions of the APA, any documents or instruments executed in connection therewith, or the terms of
this Sale Order, provided however, that in the event of a conflict between this Sale Order and an
express or implied provision of the APA, this Sale Order shall govern. The provisions of this Sale
Order and any actions taken pursuant hereto shall survive any conversion or dismissal of the cases and
the entry of any other order that may be entered in the cases, including any order (i) confirming any
plan of reorganization; (ii) converting the cases from chapter 11 to chapter 7; (iii) appointing a trustee
or examiner in the cases; or (iv) dismissing the cases.
27

23. The Transaction contemplated by the APA and other Transaction Documents are

undertaken without collusion and in “good faith,” as that term is defined in § 363(m) of the Bankruptcy
Code. [Bidder]Prime is a good faith purchaser within the meaning of § 363(m) and, as such, is
entitled to the full protections of § 363(m). Accordingly, the reversal or modification on appeal of the
authorization provided herein by this Sale Order to consummate the Transaction shall not affect the
- 20 US_Active\114214804\V-1
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validity of the sale of the Purchased Assets to [Bidder]Prime or the terms thereof. The APA and the
Transactions contemplated thereby cannot be avoided under § 363(n).
28

24. The failure to specifically include any particular provision of the APA or the other

Transaction Documents in this Sale Order shall not diminish or impair the effectiveness of such
provisions, it being the intent of the Bankruptcy Court that the Transaction, the APA and the other
Transaction Documents be authorized and approved in their entirety. Likewise, all of the provisions of
this Sale Order are non-severable and mutually dependent.
29

25. This Order constitutes a final and appealable order within the meaning of 28 U.S.C.

§ 158(a). Notwithstanding Rules 6004(h), 6006(d), 7062, or 9014, if applicable, or any other LBR or
otherwise, this Sale Order shall not be stayed for 14-days after the entry hereof, but shall be effective
and enforceable immediately upon entry pursuant to Rule 6004(h) and 6006(d). Time is of the essence
in approving the Transaction (including the transfer and the sale of the Purchased Assets).
30

26. The automatic stay in effect pursuant to § 362 is hereby lifted with respect to the

Debtors to the extent necessary, without further order of this Court, to (i) allow [Bidder]Prime to
deliver any notice provided for in the APA and Transaction Documents and (ii) allow [Bidder]Prime
to take any and all actions permitted under the APA and Transaction Documents in accordance with
the terms and conditions thereof.
31

27. Unless otherwise provided in this Sale Order, to the extent any inconsistency exists

between the provisions of the APA and this Sale Order, the provisions contained in this Sale Order
shall govern.
32

28. This Court shall retain exclusive jurisdiction to interpret, construe, and enforce the

provisions of the APA and this Sale Order in all respects, and further, including, without limitation, to
(i) hear and determine all disputes between the Debtors and/or [Bidder]Prime, as the case may be, and
any other non-Debtor party to, among other things, the Assigned Contracts concerning, among other
things, assignment thereof by the Debtors to [Bidder]Prime and any dispute between [Bidder]Prime
and the Debtors as to their respective obligations with respect to any asset, liability, or claim arising
hereunder; (ii) compel delivery of the Purchased Assets to [Bidder]Prime free and clear of
Encumbrances; (iii) compel the delivery of the Purchase Price or performance of other obligations
- 21 US_Active\114214804\V-1
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owed to the Debtors; (iv) interpret, implement, and enforce the provisions of this Sale Order; and (v)
protect [Bidder]Prime against (A) claims made related to any of the Excluded Liabilities (as defined in
the APA), (B) any claims of successor or vicarious liability (or similar claims or theories) related to the
Purchased Assets or the Assigned Contracts, or (C) any Encumbrances asserted on or against
[Bidder]Prime or the Purchased Assets.
33

29. Following the date of entry of this Sale Order, the Debtors and [Bidder]Prime are

authorized to make changes to the APA and/or execute supplemental agreements implementing the
transactions contemplated by the APA without the need for any further order of the Court provided that
all such changes have been approved in writing by the Debtors, [Bidder]Prime, the Committee, and
Prepetition Secured Creditors. Any other proposed changes to the APA or this Sale Order shall require
a further order of the Court, after reasonable notice under the circumstances and a hearing.
34

30. Notwithstanding any other provision of this Sale Order or any other Order of this

Court, no sale, transfer or assignment of any rights and interests of a regulated entity in any federal
license or authorization issued by the FCC shall take place prior to the issuance of FCC regulatory
approval for such sale, transfer or assignment pursuant to the Communications Act of 1934, as
amended, and the rules and regulations promulgated thereunder. The FCC’s rights and powers to take
any action pursuant to its regulatory authority, including, but not limited to, imposing any regulatory
conditions on such sales, transfers and assignments and setting any regulatory fines or forfeitures, are
fully preserved, and nothing herein shall proscribe or constrain the FCC’s exercise of such power or
authority to the extent not inconsistent with the applicable provisions of the Bankruptcy Code.
35

31. Debtors shall make commercially reasonable efforts to enter into settlement

agreements with the Centers for Medicare and Medicaid Services (“CMS”), with respect to the
Medicare Provider Agreement, and the California Department of Health Care Services (“DHCS”),
with respect to the Medi-Cal Provider Agreement or, alternatively, obtain Bankruptcy Court rulings
and pursue possible appeals that the provider agreements for Medicare Provider Agreement and/or the
Medi-Cal Provider Agreement may be transferred without the consent of CMS or DHCS, as
applicable, and without successor liability, and free and clear of all Encumbrances, to enable such
agreements to be assigned to [Bidder]Prime. Between the Closing Date and the Licensure Date,
- 22 US_Active\114214804\V-1
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[Bidder]Prime may bill and collect for patient services under Debtors’ health plan agreements,
pursuant to the terms of the IMA and Leaseback Agreement (as those terms are defined in the APA).
36

For the avoidance of doubt, no pension plans are being assumed pursuant to the APA

or this Sale Order.
37

32. Nothing in this Sale Order constitutes a finding or determination on any Cure

Objection. All Cure Objections are preserved until resolved either by agreement between the Debtors
and the Counterparty or further order of the Court.
38

33. The California Attorney General, the Debtors, the Consultation Parties (as defined

in the BidBidding Procedures Order) and PurchaserPrime, reserve all rights, arguments and defenses
concerning the California Attorney General’s authority, if any, to review the sale under California
Corporations Code §§ 5914-5924 and California Code of Regulations on Nonprofit Hospital
Transactions—Title 11, Chapter 15, § 999.5, and any conditions issued thereto. Notwithstanding any
provision to the contrary in the APA or the Sale Order, nothing in the APA or this Sale Order shall
limit or be construed as a waiver of the Attorney General’s statutory or regulatory authority or other
rights or defenses, or a waiver of the Debtors’ statutory or other rights or defenses.
39

The conditions precedent to the Closing are as set forth in Articles 7 and 8 of the APA.

40

34. The Committee and the Prepetition Secured Creditors rights, and their ability to

participate and be heard at hearings concerning the Sale, are hereby reserved. To the extent that the
Prepetition Secured Creditors or the Committee desire to file pleadings related to such hearings, their
respective times for filing an objection or response shall be the same as granted to the Debtors pursuant
to the notice in each such instance.
IT IS SO ORDERED.

23

###
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Title 11, California Code of Regulations, § 999.5(d)(2)(E)
Joint Venture Transactions

The proposed transaction is not a joint venture.

Title 11, California Code of Regulations, § 999.5(d)(3)

INUREMENT AND SELF-DEALING

#10

Title 11, California Code of Regulations, § 999.5(d)(3)(A)

Copies of any documents or writings of any kind that relate or refer to any personal
financial benefit that a proposed affiliation between applicant and the transferee would
confer on any officer, director, employee, doctor, medical group or other entity affiliated
with applicant or any family member of any such person as identified in Corporations
Code section 5227(b)(2)
To the Applicant’s knowledge, and other than in the context of routine discussions about possible
ongoing employment, contracting or engagement following closing of the transaction, there are no
special agreements with any officer, director, employee, doctor, medical group or other entity
affiliated with Applicant or any family member of any such person, as identified in Corporations
Code § 5227(b)(2) (collectively the “VHS-Connected Persons”) that will confer any personal
financial benefit to the VHS-Connected Persons as a result of the transaction. Pursuant to the APA,
Prime is obligated to make offers of employment to substantially all Hospital Employees (as
defined in the APA), which includes employees of the Applicant and the Applicant’s affiliates that
employ individuals at the Hospital and other employees as scheduled in the APA. Prime is not
contemplating any special agreement or arrangements that will confer any personal financial
benefit as a result of the transaction.
Certain of the Applicant’s employees are included in the key employee incentive plan or the key
employee retention plan (collectively, the “Retention Program”). The Retention Program is
described in Notice Of Motion And Debtors’ Motion For Entry Of Order Authorizing And
Approving (I) Key Employee Incentive Plan, And (II) Key Employee Retention Plan [Docket No.
631] filed with the Bankruptcy Court on October 23, 2018. The Retention Program was approved
by the Bankruptcy Court [Docket Nos. 0876, 0893]. It was subsequently amended by Debtors’
Notice of Motion and Motion for Entry of An Order Amending Key Employee Incentive Plan and
Key Employee Retention Plan [Docket No. 4086], which was approved by Bankruptcy Court
order on March 18, 2020 [Docket No. 4290].
Under the APA, Prime may, at its election, take assignment of agreements currently held by
Applicant, including agreements with physicians (“Assigned Contracts”). The final list of Assigned
Contracts is included with the APA on Schedule 1.7(d).
St. Francis Medical Center has entered in to a professional and administrative services agreement
with the professional corporation of Board member A.S. Moosa, MD. It has also entered in to two
separate agreements with the professional corporation of Board member Harding G. Young to
serve as a medical director for the hospital’s skilled nursing facility and its bioethics program.
These agreements each contain confidentiality provisions so have not been included with this
submission.
To the Applicant’s knowledge, no VHS-Connected Person is a holder of any secured debt
(“Bonds”). The Bonds are held by various companies and mutual funds of which VHS-Connected
Persons may be shareholders. VHS does not keep records of which, if any, VHS-Connected
Persons may be Bond holders; however, this financial benefit is identical to that which would be

received by any Bond holder and not in any way dependent upon or related to the proposed
transaction between Applicant and Prime.
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Title 11, California Code of Regulations, § 999.5(d)(3)(B)

The identity of each and every officer, trustee or director of applicant (or any family member
of such persons as identified in Corporations Code section 5227(b)(2)) or any affiliate of
applicant who or which has any personal financial interest in any company, firm,
partnership, or business entity (other than salary and directors/trustees’ fees) currently
doing business with applicant, any affiliate of applicant, or the transferee or any affiliate of
the transferee
Other than as descried further below, officers and directors of VHS were asked to disclose any
personal financial interests of the kind described in this Section 999.5(d)(3)(B) and no such
interests were disclosed:
Peter Chadwick is a Managing Director at Berkeley Research Group (“BRG”), a
financial advisor to the Applicant. In light of his role with BRG, and the
relationship between BRG and the Applicant, Mr. Chadwick has also been serving
as interim Chief Financial Officer for VHS.
There is no overlap in individuals who are officers or directors of VHS or the Applicant, on the
one hand, and individuals who are officers or directors of Prime or its affiliates, on the other hand.

#12

Title 11, California Code of Regulations, § 999.5(d)(3)(C)

A statement describing how the board of directors of the nonprofit corporations involved
in the transaction are complying with the provisions of Health and Safety Code sections
1260 and 1260.1
No member of the VHS Board participated in the negotiation of the terms and conditions of the
sale of substantially all of the assets of the Applicant to Prime pursuant to the APA (the
“Transaction”). Pursuant to the VHS System Authority Matrix (previously reviewed and
approved by the Attorney General as part of the BlueMountain transaction and as subsequently
updated and approved on April 4, 2017 and again in its review of the SGM transaction), the sale
of all or substantially all of the assets of the Applicant is subject to a recommendation of
Applicant’s board of directors, the VHS Chief Operating Officer, and the VHS Chief Executive
Officer/President. The VHS System Authority Matrix is attached to this Section 999.5(d)(3)(C)
as Exhibit 1. The ultimate approval of any such sale rests solely with the VHS Board.
In September of 2018, the board of directors of St. Francis Medical Center recommended that the
hospital be sold to a buyer that would continue the operations of the Applicant as general acute
care hospitals with the determination of the ultimate buyer to be designated and approved by the
VHS Board.
As discussed in greater detail elsewhere in this submission, including in response to Section
999.5(d)(1)(A), St. Francis Medical Center was initially to be sold to SGM in 2019, along with
St. Vincent Medical Center and Seton Medical Center. When this sale failed, VHS renewed its
efforts to sell St. Francis Medical Center as a going concern, as furthered detailed in response to
Section 999.5(d)(1)(C). These efforts ultimately culminated in the VHS Board approving the sale
of all or substantially all of the assets of the Applicant to Prime in accordance with the Bidding
Procedures approved by the Bankruptcy Court. In reaching this decision, the VHS Board, in the
exercise of its business judgment, relied on the information, analyses, and advice of Dentons US
LLP, Berkeley Research Group, and Cain Brothers.
VHS Chief Executive Officer Richard Adcock is a member of the St. Francis Medical Center
corporate board. He is not a member of the VHS Board. In September 2018, Mr. Adcock
participated in the discussions and votes to recommend the sale of St. Francis Medical Center to
the purchaser offering the best terms and conditions as determined and approved by the VHS
Board. These recommendations were made without regard or reference to any specific purchaser.
Following this vote, as VHS Chief Executive Officer, Mr. Adcock was involved in the
negotiation of the different asset purchase agreements under consideration.
Mr. Adcock is not a member of the VHS Board and any communications he had about the
possible Transaction with Prime with the VHS Board were factual in nature. No member of the
VHS Board substantially relied on any opinions regarding the advisability of, fairness of, or
value of the Transaction from Mr. Adcock or other members of management, as none were
presented to the VHS Board. All information relied upon by the VHS Board in the selection of
Prime as the stalking horse bidder initially, and the winning bidder/purchaser subsequently, was

independently confirmed or supplied by Dentons US LLP, Berkeley Research Group, and/or
Cain Brothers.

Title 11, California Code of Regulations,§ 999.5(d)(3)(C)
Exhibit 1

SYSTEM AUTHORITY MATRIX
VERITY HEALTH SYSTEM OF CALIFORNIA, INC. AND ITS AFFILIATES
Approved: April 4, 2017

Attached is a matrix which lists a number of important actions that might be taken by an entity affiliated with Verity
Healthy System of California, Inc. and the corresponding approvals it must obtain before proceeding with such action. This matrix is
intended not only to inform each entity of the need to obtain approval or give notification before acting, but also to clearly set forth
the rights that are reserved to or held by certain governing entities within the organization.
The attached matrix is not intended to be an exclusive listing of the various powers reserved to System and its affiliated
entities; additional powers may exist by operation of law or by virtue of policies currently existing or which may in the future be
added or developed by Verity. Moreover, nothing in the attached matrix is intended to limit the right or ability of any corporation or
entity, including Verity and Manager, to initiate certain corporate or operational actions on behalf of any of its subsidiaries or their
subsidiaries. Certain decisions and authorities set forth in the attached matrix may require consultation with and recommendations
by the Manager, as part of the rights Manager may possess under the Management Agreement.
Many of the terms that appear in the attached tables have meanings that are specific in the matrix. These terms are
defined below:
1. Affiliate means a corporation or other legal entity of which Verity is the sole voting shareholder, owner, or corporate
member. For the avoidance of doubt, all of the hospitals and Verity Medical Foundation are Affiliates.
2. Affiliate Board means the board of directors, board of trustees, or other governing body charged with managing the activities
and affairs of an Affiliate.
3. Affiliate CEO means the Chief Executive Officer of each of the Affiliates.
4. Consult means that the appropriate party was informed of the matter/policy/proposal, and was given an opportunity to
provide feedback.
i

5. Management Agreement means that certain Health System Management Agreement dated as of December 14, 2015, as
amended, and entered into in connection with the closing of that certain System Restructuring and Support Agreement,
dated July 17, 2015, made by and among Daughters of Charity Ministry Services Corporation, Daughters of Charity Health
System (now known as Verity), Manager, and certain funds managed by BlueMountain Capital Management, LLC.
6. Manager means Integrity Healthcare, LLC, a Delaware limited liability company, the manager of Verity Healthcare System of
California, Inc. pursuant to the Management Agreement.
7. System-Wide Governance Policies means any matters/policies concerning or relating to provisions or requirements of the
Verity Article of Incorporation, Bylaws, or the System Authority Matrix. All other policies are defined as System-Wide
Administrative policies.
8. Verity means Verity Health System of California, Inc., a California nonprofit corporation (formerly known as Daughters of
Charity Health System) that is the "parent corporation" of those hospital, healthcare, and other entities that make up the
Verity Healthcare System.
9. Verity Board means the Board of Directors of Verity Health System of California, Inc.
10. Verity CEO means the individual duly elected and acting as the Chief Executive Officer of Verity Health System of California,
Inc. For as long as the Management Agreement is in effect, the Verity CEO shall be an employee of Manager and shall report
to the Manager.
11. Verity COO/President means the individual duly elected and acting as the Chief Operating Officer and President of Verity
Health System of California, Inc. For as long as the Management Agreement is in effect, the Verity COO/President shall be an
employee of Manager and shall report to the Manager.
12. Verity Healthcare System means, collectively Verity, the Affiliates, and all direct and indirect subsidiaries of Verity and the
Affiliates, and all other entities affiliated with Verity.
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REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

CEO

Verity
CEO/President

Verity Board

Recommend

Approve

I. Mission, Values, Expectation
Adopt, approve, assure compliance
with, change and interpret
statements of mission, role, or
purpose of Verity and Affiliates

Adopt, approve, assure compliance
with, change or interpret statements
of Verity’s core values and
expectations

Approve

II. Governing Documents and
Formation of Entities
Adopt, approve, amend, restate
Articles and Bylaws of Verity

Approve

Adopt, approve, amend, restate
Articles and Bylaws of the Affiliates

Recommend

Approve

Adopt, approve, amend, restate
Articles and Bylaws or other
organizational documents of
subsidiaries of Affiliates

Recommend

Approve

Approve the formation of new legal
entities by Verity

Recommend

Approve

Approve

Recommend
1

Recommend

Recommend

Approve

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY
Approve the formation of new legal
entities by the Affiliates

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

Verity Board

Recommend

Recommend

Recommend

Approve

Recommend

Recommend

Approve

Recommend

Recommend

Approve

CEO
Recommend

III. Merger, Consolidation,
Dissolution, Divestiture
Approve the merger, dissolution,
consolidation, divestiture,
dissolution, closure, change in
corporate membership or corporate
reorganization or sale of all or
substantially all of the assets of
Verity

Approve the merger, dissolution,
consolidation, divestiture,
dissolution, closure, change in
corporate membership or corporate
reorganization or sale of all or
substantially all of the assets of any
of the Affiliates or their subsidiaries

Recommend

IV. Appointments/Removals
Appoint or remove members of the
Board of Directors of Verity

Appoint and
Remove
2

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

CEO

Verity
CEO/President

Appoint or remove Chair of System
Board

Verity Board

Appoint and
Remove

Appoint or remove board members
of Affiliates
a. Verity Directors

Consult

Consult

Consult

Consult

b. At-large Directors

Appoint and
Remove
Appoint and
Remove

Appoint or remove Affiliate Board
Chairs

Appoint and
Remove

Appoint or remove Verity CEO

Appoint and
Remove

Appoint or Remove CEO of Affiliate

1. Appoint with
recommendatio
n from Verity
CEO
2. Ability to
Remove

Consult on
appointment and
removal

1. Appoint with
concurrence
approval from
the Affiliate
Board
2. Ability to
remove

Appoint or Remove CFO, Chief
Operating Officer, Director of Clinical
and Medical Affairs of Verity

Appoint and
Remove

3

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY
Appoint or Remove CFO and other
corporate and executive officers of
Affiliate

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

Verity Board

Recommend

Recommend

Appoint and
Remove

CEO
Appoint and
Remove with
concurrence of
Verity CFO and
consultation of
Affiliate Board

Consult on
appointment and
removal

Appoint or Remove System General
Counsel

V. Evaluation of Officers
Evaluate performance of Verity
Board Chair

Evaluate performance of Affiliate
Board Chairs

Evaluate/Approve

Consult

Consult

Consult

Evaluate/Approve

Establish performance objectives
and evaluate performance of Verity
CEO with input from the Manager
during any time that the
Management Agreement is in effect

Consult

Consult

Evaluate/Approve

Establish compensation for Verity
CEO, if the position is held by an

Consult

Consult

Approve
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REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

Consult

Consult

Approve, acting with
Affiliate Board Chair

Consult

Consult

Approve

Recommend

Recommend

Establish, evaluate,
and approve

Recommend

Recommend

Approve

CEO

Verity Board

employee of Verity Health System
Evaluate performance of Affiliate
CEOs and other executive officers of
Affiliates
Establish annual performance
objectives and determine
compensation of Affiliate
Presidents/CEOs and other
executive officers of Affiliates

Consult

Establish compensation and benefit
program philosophy and approach
to be implemented by management,
including guidelines and target
ranges for employees of Verity and
the Affiliates
VI. Debt, Strategic & Financial Plans
and Capital and Operating
Budgets
Establish overall debt limit and
centralized debt management
program covering Verity, the
Affiliates, and all subsidiaries of the
Affiliates
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REQUIRED RECOMMENDATION OR APPROVAL
Affiliate Board

Verity COO

Verity
CEO/President

Verity Board

Recommend

Recommend

Recommend

Approve

Approve incurrence of debt under
Master Trust Indenture

Recommend

Recommend

Approve

Establish criteria for financial and
strategic plans for Verity

Recommend

Recommend

Approve

Establish criteria for financial and
strategic plans for the Affiliates

Recommend

Recommend

Approve

Approve strategic plan for Verity
Health System

Recommend

Recommend

Approve

Recommend

Recommend

Approve

Recommend

Recommend

Approve

DECISIONS/AUTHORITY
Approve incurrence or guarantee of
debt by Affiliates in excess of limits
permitted by this Matrix

Approve Affiliate strategic plans

Affiliate
CEO
Recommend

Recommend

Recommend

VII. System-Wide Policies
Approve and amend Governance
System-wide policies and
procedures

6

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

Recommend

Approve

Recommend

Recommend

Approve

Recommend

Recommend

Approve

CEO

Approve and amend Administrative
System-wide policies and
procedures.

Verity Board

VIII. Audit
Approve/Remove external auditor
for System
Establish internal audit program for
System and Affiliates
IX. Capital Expenditures, Lease
Obligations as Lessee,
Construction Contracts,
Physician Contracts (including
Physician Services Agreements
and Recruitment Agreements),
Non-Recurring Contracts1, and
Incurrence of Debt by Affiliates
and their Subsidiaries
Budgeted amounts (including
budget substitutions):
Approve
Up to $500,000

Recommend

Approve

$500,000 to $1,000,000
1

Non-Recurring Contracts do not include Routine Contracts for Supplies and Services.
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REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

CEO

$1,000,000 to $3,000,000

Recommend

Recommend

Recommend

Approve

over $3,000,000

Recommend

Recommend

Recommend

Recommend

Approve

Approve

$100,000 up to $500,000

Recommend

Recommend

Approve

$500,000 up to $2,500,000

Recommend

Recommend

Recommend

Approve

Over $2,500,000

Recommend

Recommend

Recommend

Recommend

Recommend

Recommend

Recommend

Approve

Recommend

Recommend

Recommend

Recommend

Verity Board

Approve

Unbudgeted amounts:
up to $100,000

X.

Approve

Leases as Lessor Conveying
Property in the Normal Course
of Business

Leases
1. Annual amount exceeds
$500,000 or aggregate lease
amount under the exceeds
$2,500,000
2. Annual amount exceeds
$1,000,000, or aggregate
lease amount exceeds
$5,000,000, or term of 5
years or more
XI. Routine Contracts for Supplies
and Services
Contract new/renewal for two years
8

Approve

REQUIRED RECOMMENDATION OR APPROVAL
Affiliate Board

Verity COO

Verity
CEO/President

Recommend

Recommend

Recommend

Approve

Cumulative value up to $2,000,000

Recommend

Approve

Recommend

Approve

Cumulative value above $2,000,000

Recommend

Recommend

Recommend

Approve

DECISIONS/AUTHORITY

Affiliate
CEO

Verity Board

or less and:
Cumulative value up to
$1,000,000

Approve

Cumulative value above
$1,000,000

Contract new/renewal for more
than two years and/or:

XII. Sale of Property or Capital
Assets in the Normal Course of
Business
Fair Market Value of less than
$50,000

Approve

Fair Market Value between $50,000
and $250,000

Recommend

Approve

Fair Market Value between
$250,000 and $3,000,000

Recommend

Recommend

Recommend

Approve

Fair Market Value of $3,000,000 and
above

Recommend

Recommend

Recommend

Recommend

9

Approve

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY

Affiliate

Affiliate Board

Verity COO

Verity
CEO/President

Recommend

Recommend

Approve

Recommend

Recommend

CEO

Verity Board

XIII. New Bank Accounts and
Investment Accounts
Affiliate and its subsidiaries

Recommend

System and its non-hospital
Affiliates and Verity Medical
Foundation

Approve

XIV. Settlement of Claims
Sexual harassment and sexual abuse
claims settlement approval
Up to $250,000

Recommend

Recommend

Recommend

Approve

Over $250,000

Recommend

Recommend

Recommend

Recommend

Other claims against or initiated by
Verity Health System or its Affiliates
i.

Claims up to and
including $ 1,000,000 may
be by the System General
Counsel (or designee
member of the Office of
the General Counsel), with
input sought from the
Verity (or relevant Affiliate)
CEO
10

Approve

REQUIRED RECOMMENDATION OR APPROVAL
DECISIONS/AUTHORITY
ii.

Affiliate

Affiliate Board

CEO

Claims over $1,000,000

Verity COO

Verity
CEO/President

Verity Board

Approve (with input
from the General
Counsel)

iii. Claims over $3,000,000

Approve
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Title 11, California Code of Regulations, § 999.5(d)(4)

CHARITABLE USE OF ASSETS

#13

Title 11, California Code of Regulations, § 999.5(d)(4)(A)

Applicant’s articles of incorporation and all amendments thereto and current bylaws, any
charitable trust restrictions, and any other information necessary to define the charitable
trust purpose of the Applicant’ assets
1. Attached to this Section 999.5(d)(4)(A) as Exhibit 1 are copies of non-Applicant Verity
Health System of California, Inc.’s Articles of Incorporation and Bylaws.
2. Attached to this Section 999.5(d)(4)(A) as Exhibit 2 are copies of St. Francis Medical
Center’s Articles of Incorporation and Bylaws.
St. Francis Medical Center Foundation is not part of the contemplated Transaction.

Title 11, California Code of Regulations,§ 999.5(d)(4)(A)
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AMENDED AND RESTATED
BYLAWS OF
VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
ARTICLE I
NAME
The name of this Corporation shall be as set forth in its Articles of Incorporation.
ARTICLE II
DEFINITIONS
Section 2.1
Definitions. These Bylaws contain the terms “Affiliate” and “Health
System.” These terms are also used in the bylaws of the entities comprising the Health System.
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give
full effect to the intent of Article XI of these Bylaws.
A.
Affiliate. The term “Affiliate” shall mean, individually, each organization
that is controlled, directly or indirectly, by this Corporation or by another organization
controlled by this Corporation. As used in this definition, “control” shall mean (a) the
status of sole corporate member of an organization; or (b) the authority to appoint, elect
or approve at least a majority of the governing body of an organization.
B.
Effective Date. The “Effective Date” shall mean the date of adoption of
these Bylaws.
C.
Health System. “Health System” shall mean, collectively, this
Corporation and its Affiliates.
D.
Subsidiary. “Subsidiary” shall mean an Affiliate that is under the direct
control of another Affiliate.
E.
System Authority Matrix. “System Authority Matrix” shall mean the
document as in effect from time to time which sets forth the respective responsibilities
and authorities for Health System operations and decision making.
F.
Other Capitalized Terms. Capitalized terms used in these Bylaws and not
otherwise defined herein are used herein with the meanings given them in the California
Nonprofit Corporation Law.

ARTICLE III
PURPOSES
Section 3.1
Purposes. The purposes of this Corporation are set out in its Articles of
Incorporation as in effect from time to time.
ARTICLE IV
OFFICES AND SEAL
Section 4.1
Offices. The principal office for the transaction of the business of this
Corporation shall be in the County of San Mateo, State of California. This Corporation may also
have an office or offices within or without the State of California, as the Board of Directors may
from time to time establish.
Section 4.2
of this Corporation.

Seal. This Corporation may have a common seal inscribed with the name
ARTICLE V
BOARD OF DIRECTORS

Section 5.1
Powers. Subject to the provisions of this Corporation’s Articles of
Incorporation, these Bylaws, the System Authority Matrix, and the laws of the State of
California, the activities and affairs of this Corporation shall be managed and conducted and all
corporate powers shall be exercised by or under the direction of this Corporation’s Board of
Directors. To facilitate the management and conduct of this Corporation’s activities and affairs,
the Board of Directors shall establish corporate policies for, and formulate the basic rules and
regulations governing the operation and management of, this Corporation. The Board of
Directors may delegate the management and conduct of this Corporation’s activities and affairs
to any person or persons, management company, or committee however composed, provided that
no delegation of authority by the Board of Directors to the President and Chief Executive Officer
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from
exercising the authority required to meet its governance responsibility for the management and
conduct of this Corporation’s activities and affairs; and provided further that any delegation of
powers of the Board may be made only to a committee of the Board consisting only of directors
and shall be subject to the further limitations on Board committees set forth in Section 8.1 of
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation.
Section 5.2
Specific Authority of the Board of Directors. Without limiting the
generality of the foregoing, the Board of Directors has the power and authority to take or
approve the following actions, subject to the System Authority Matrix:
A.

Approve or change the mission, role and/or purpose of this Corporation;

B.
Amend, restate, or repeal the Bylaws and Articles of Incorporation of this
Corporation;
2

C.
Approve the merger, consolidation, reorganization, or dissolution of this
Corporation and the disposition of the assets of this Corporation upon dissolution;
D.

Fix the number and elect and remove the Directors of this Corporation;

E.
Approve any amendment of the approval rights of the Corporation set
forth in the System Authority Matrix;
F.
Establish the overall debt limit governing the incurrence of debt and
guaranties by this Corporation and its Affiliates and approve the incurrence of debt and
guaranties of this Corporation or any of its Affiliates other than in accordance with such
policies as in effect from time to time;
G.

Approve the capital and operating budgets of this Corporation;

H.
Establish the criteria for and approve the financial and strategic plans of
the Corporation;
I.
Approve the sale, transfer, substantial change in use of the assets of the
Corporation to the extent required by the System Authority Matrix; and
J.
Approve the formation by this Corporation of any new corporation or
other legal entity, or its participation (excluding investment in publicly-traded securities)
in any corporation or other entity as a shareholder, member, partner or joint venturer.
K.
Approve the selection of the external audit firm for the Corporation and its
Affiliates; and
L.
Establish and appoint, and prescribe the duties and authorities of the audit,
finance, and any other committee for the Health System that would substitute or
supersede such committees of the governing bodies of the Affiliates to the extent allowed
by applicable law.
Section 5.3
Specific Authority of the Corporation as Sole Corporate Member of
Affiliates. The Board of Directors has the power and authority, in the name and on behalf of this
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the
System Authority Matrix:
A.
Approve the formation, merger, dissolution, consolidation, divestiture,
closure, change in corporate membership or control and reorganization of each direct
Affiliate of this Corporation;
B.
Appoint and remove the chief executive officer and chairperson of the
board of each of the Affiliates;
C.
Approve the incurrence of debt and guaranties of any of its Affiliates other
than in accordance with such policies as in effect from time to time;
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D.
Approve the sale, transfer, substantial change in use of the assets of any
Affiliate to the extent required by the System Authority Matrix;
E.
Approve any other action of this Corporation or any Affiliate controlled
by this Corporation that has been established by resolution of the Board of Directors as
requiring its approval, including but not limited to any approvals of authority necessary to
ensure compliance with any credit agreement, master indenture or loan agreement to
which this Corporation or any Affiliate controlled by this Corporation is a party.
Section 5.4
Board of Directors on the Effective Date. The Board of Directors on the
Effective Date shall be those persons elected or appointed as specified in Section 2.1(a) of the
System Restructuring and Support Agreement by and among Daughters of Charity Ministry
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital
Management, LLC (“BMCM”) dated July 17, 2015.
Section 5.5

Number and Qualification.

A.
Generally. The Board of Directors shall consist of no less than five (5)
members, as follows:
(1)
BMCM shall have the right to appoint not more than twenty
percent (20%) of the number of Directors constituting the Board of Directors at
any time (each a “BM Director Appointee”) during the period of time that its
affiliate, Integrity Healthcare, LLC (the “Manager”), is providing management
services to the Corporation pursuant to a management services agreement; and
(2)
the remainder shall be persons nominated by the Nominating
Committee as provided in Section 5.4 of these Bylaws and elected by the Board
of Directors (the “At-Large Directors”).
B.

Qualifications.

(1)
At-Large Directors recommended by the Nominating Committee
shall be selected in a manner that meets any applicable requirements for the
Corporation to maintain its tax-exempt status. Collectively, the At-Large
Directors shall have the experience and expertise appropriate to fulfillment of
their fiduciary duties as independent directors of a California nonprofit public
benefit corporation. In the ordinary course, this means they will have experience
in complex business operations and have had involvement in non-profit taxexempt organizations. They will have exercised judgment in challenging business
settings, and will have experience in working with teams in reaching goals. The
At-Large Directors shall have demonstrated a willingness to commit support for
the mission of the Corporation and training and experience in matters relevant to
service as a member of the Board of Directors through:
(1)
participation in community affairs or in the work of other
charitable organizations;
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(2)
ability and willingness to contribute to the achievement of
the purposes of the Corporation;
(3)
awareness of the objectives of the Corporation as they
relate to the health needs of the Corporation’s service area; and
(4)
such other criteria as may be recommended to the
Nominating Committee by the Board of Directors.
(2)
At-Large Directors shall not, either directly or indirectly,
personally or through a family member, have any financial relationship with
BMCM, or its owned or managed affiliates, and may not serve as an officer,
director, contractor or employee of BMCM, any managed fund, or entity in which
BMCM has an equity stake or option to purchase, except for public companies
wherein BMCM has an interest of less than 10%.
C.
Restriction on Interested Directors. Not more than forty-nine percent
(49%) of the persons serving on the Board of Directors at any time may be interested
persons. An interested person is (i) any person currently being compensated by this
Corporation for services rendered to it within the previous twelve (12) months, whether
as a full-time or part-time employee, independent contractor or otherwise, but excluding
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister,
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law,
mother-in-law or father-in-law of any such person. However, any violation of the
provisions of this Section shall not affect the validity or enforceability of any transaction
entered into by this Corporation.
Section 5.6
Nomination and Election of At-Large Directors. Candidates for At-Large
Directors may be recommended by any member of the Board of Directors to the Nominating
Committee, constituted in accordance with Section 8.7 of these Bylaws. Except as otherwise
provided in this Section 5.6, and acting by the unanimous consent or vote of all of its members,
the Nominating Committee shall nominate At-Large Director candidates to the Board of
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual
meeting or at any other time designated by the Board of Directors. Notwithstanding the
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating
Committee does not vote unanimously for one of two initially considered candidates, then the
affirmative vote needed to formally nominate a candidate to the Board of Directors may be by
simple majority of the members of the Nominating Committee. The Nominating Committee
shall notify the Board of Directors in writing of nominees at least ten (10) business days in
advance of any regular or special meeting of the Board of Directors at which Directors are to be
elected. At the next regular or special meeting of the Board of Directors, the Board of Directors
shall either elect or reject as an At-Large Director any nominees provided by the Nominating
Committee. If any Director positions remain unfilled, the nomination procedure shall be
repeated and new names nominated in accordance with the procedures set forth in this Section,
until all Director positions are filled.
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Section 5.7
Term. Each appointed Director shall hold office for a term of one (1) year
or such other period as the Board of Directors may set and until his or her successor is elected or
appointed and qualified. Appointed Directors may be reappointed in accordance with Section
5.5(A) of these Bylaws.
Section 5.8
Removal and Filling of Vacancies. Any or all Directors may be removed
from office, with or without cause, by the Board of Directors, except that the removal of a BM
Director Appointee also requires the agreement of BMCM. The Board of Directors may declare
vacant the office of a Director who has been removed, who has been declared of unsound mind
by a final order of court or convicted of a felony, or who has been found, by a final order or
judgment of any court, to be in breach of any duty owed to the Corporation under California law.
In the event a Director shall be so removed or his or her office is declared vacant, a new Director
to fill the unexpired term or terms of the Director who was removed or whose office was
declared vacant may be appointed by the Board of Directors from nominees selected by the
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At
all times the Board of Directors shall have not more than twenty percent (20%) of its members
appointed by BMCM.
Section 5.9
Resignation. Any Director may resign at any time by delivering her or his
resignation in writing to the Chairperson of the Board of Directors, or the Secretary or to the
Board of Directors of the Corporation at its principal office; provided that, except upon notice by
the Attorney General, no Director may resign if the Corporation would then be left without a
duly elected Director or Directors in charge of its affairs. Such resignation shall be effective
upon receipt unless specified to be effective at some other time.
Section 5.10 Compensation and Expenses. Directors may receive such reasonable
compensation (within the meaning of Internal Revenue Code Section 4958), if any, for serving as
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined
by the Board of Directors. Directors may receive compensation from the Corporation for
services rendered to it, subject to the restriction on interested Directors as set forth in Section
5.5(C).
Section 5.11 Self-Dealing Transactions. This Corporation shall not enter into selfdealing transactions. Except as provided in Section 5.11(A), for the purpose of this section, a
self-dealing transaction means a transaction to which this corporation is a party and in which one
or more of the members of its Board of Directors or officers has a material financial interest and
which does not meet the requirements of Sections 5.11(B) or 5.11(C). Such a member of the
Board of Directors is an “interested director” for the purpose of this section.
A.
following:

Exceptions. The provisions of this section do not apply to any of the

(1)
An action of the Board of Directors fixing the compensation of a
member of the Board of Directors as an officer of this corporation.
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(2)
A transaction which is part of a public or charitable program of this
corporation if it (i) is approved or authorized by this corporation in good faith and
without unjustified favoritism and (ii) results in a benefit to one or more members
of the Board of Directors or their families because they are in the class of persons
intended to be benefited by the public or charitable program.
(3)
A transaction, of which the interested director or directors have no
actual knowledge, and which does not exceed the lesser of one percent of the
gross receipts of this corporation for the preceding fiscal year or one hundred
thousand dollars ($100,000).
B.
Prior Board of Directors Approval. This Corporation may enter into a
self-dealing transaction if all of the following facts are established:
(1)

This Corporation entered into the transaction for its own benefit;

(2)
The transaction was fair and reasonable as to this Corporation at
the time this Corporation entered into the transaction;
(3)
Prior to consummating the transaction or any part thereof the
Board of Directors authorized or approved the transaction in good faith by a vote
of a majority of the members of the Board of Directors then in office without
counting the vote of the interested director or directors, and with knowledge of the
material facts concerning the transaction and the director’s interest in the
transaction. Interested directors may be counted in determining the presence of a
quorum at a meeting of the Board of Directors which authorizes, approves or
ratifies the contract or transaction. Except as provided in Paragraph 5.11(C)(1),
action by a committee of the Board of Directors shall not satisfy this paragraph;
and
(4)
Prior to authorizing or approving the transaction the Board of
Directors considered and in good faith determined after reasonable investigation
under the circumstances that this corporation could not have obtained a more
advantageous arrangement with reasonable effort under the circumstances or (ii)
this corporation in fact could not have obtained a more advantageous arrangement
with reasonable effort under the circumstances.
C.
Subsequent Board of Directors Approval. This corporation may enter into
a self-dealing transaction if all of the following facts are established:
(1)
A committee or person authorized by the Board of Directors
approved the transaction in a manner consistent with the standards set forth in
Section 5.11(B);
(2)
It was not reasonably practicable to obtain approval of the Board of
Directors prior to entering into the transaction; and
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(3)
The Board of Directors, after determining in good faith that the
conditions of subparagraphs (1) and (2) of this Section were satisfied, ratified the
transaction at its next meeting by a vote of the majority of the members of the
Board of Directors then in office without counting the vote of the interested
director or directors. Interested directors may be counted in determining the
presence of a quorum at a meeting of the Board of Directors which authorizes,
approves or ratifies the contract or transaction.
ARTICLE VI
MEETINGS OF THE BOARD OF DIRECTORS
Section 6.1
Place of Meeting. All meetings of the Board of Directors shall be held at
the principal office of this Corporation or at such other place as may be designated for that
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such
place as may be set by resolution of the Board.
Section 6.2
Meetings by Telephone or Electronic Communication. Directors may
participate in any meeting of the Board of Directors, regular or special, through the use of
conference telephone, electronic video screen communication, or electronic transmission by and
to the Corporation. Participation in a meeting through conference telephone or electronic video
screen communication constitutes presence in person at that meeting so long as all members
participating are able to hear one another. Participation in a meeting through electronic
transmission other than telephone conference or electronic video transmission constitutes
presence at that meeting so long as both of the following apply: (A) each member participating in
the meeting can communicate with all of the other members concurrently; (B) each member is
provided the means of participating in all matters before the Board of Directors, including,
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be
taken by the Corporation.
Section 6.3
Annual Meetings. The Board of Directors shall hold an annual meeting
for the purpose of organizing the Board, the election of officers, and the transaction of such other
business as may come before the meeting. The annual meeting shall be held at such time as the
Board may fix by resolution from time to time. No notice of the annual meeting of the Board of
Directors need be given.
Section 6.4
Regular Meetings. Regular meetings of the Board of Directors shall be
held at such time as the Board may fix by resolution from time to time. No notice of any regular
meeting of the Board of Directors need be given.
Section 6.5
Special Meetings. Special meetings of the Board of Directors for any
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or
more Directors of this Corporation.
Section 6.6
Notice of Special Meetings. Notice of the time and place of special
meetings shall be communicated personally or by telephone to each Director or sent to each
Director by mail or other form of written communication, addressed to him or her at his or her
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address as it is shown on the records of this Corporation. Such notice, if mailed, shall be mailed
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally,
telephonically or telegraphically or by e-mail, shall be received at least forty-eight (48) hours
prior to the time of the meeting.
Section 6.7
Waiver of Notice. Notice of a meeting need not be given to any Director
who signs a waiver of notice or a written consent to hold the meeting or an approval of the
minutes thereof, whether before or after the meeting, or who attends the meeting without
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents
and approvals shall be filed with the corporate records or made a part of the minutes of the
meeting.
Section 6.8
Quorum. At all meetings of the Board of Directors, a majority of the then
serving Directors, but not less than two (2), whichever is greater, shall be necessary and
sufficient to constitute a quorum for the transaction of business, except that a majority of the
Directors present, whether or not a quorum, may adjourn any Directors’ meeting to another time
and place. The act of a majority of the Directors present at any time at which there is a quorum
shall be the act of the Board of Directors, unless a greater number is required by law.
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at
which a quorum is initially present may continue to transact business notwithstanding the
withdrawal of Directors, so long as any action taken is approved by at least a majority of the
required quorum for such meeting.
Section 6.9
Action Without Meeting. Any action required or permitted to be taken by
the Board of Directors under any provision of law, the Articles of Incorporation or these Bylaws
may be taken without a meeting if all of the Directors individually or collectively consent in
writing to such action. Such written consent or consents shall be filed with the minutes of the
proceedings of the Board. Such action by written consent shall have the same force and effect as
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this
Corporation relating to an action taken by the Board without a meeting shall state that the action
was taken by written consent of the Board of Directors without a meeting and that the Bylaws of
the Corporation authorize its Directors to so act.
Section 6.10

Prohibition Against Voting by Proxy. Directors may not vote by proxy.
ARTICLE VII
CORPORATE OFFICERS

Section 7.1

Officers.

A.
The officers of this Corporation shall include a Chief Executive Officer
and President (“CEO”), Chairperson of the Board, Vice Chairperson of the Board, Chief
Financial Officer (“CFO”), and a Secretary, all of whom shall be selected in accordance
with the provisions of this Article VII. Any number of such offices may be held by the
same person, but neither the Chairperson of the Board nor the President/CEO may serve
concurrently as the Secretary or CFO of this Corporation. In the event that the Board
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creates the offices of “Chief Operating Officer”, and/or “Chief Operating Officer and
President” the duties of “President” as distinct from the duties of the “Chief Executive
Officer” shall be determined by the Chief Executive Officer and ratified by the Board.
B.
Except as otherwise set forth in these Bylaws, the officers of this
Corporation shall be chosen annually by the Board of Directors and shall hold office until
his or her resignation or removal by the Board of Directors or, in the case of the
President/CEO and Chief Financial Officer, by the Manager (during any time that the
Management Agreement is in effect), other disqualification to serve, or until his or her
successor shall be elected and qualified. Notwithstanding any provision to the contrary in
these Bylaws, as long as the Management Agreement remains in effect and has not
terminated or expired, the Manager (as defined in the Management Agreement) will be
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set
forth under the terms and conditions of the Management Agreement, and will have the
right to terminate or remove the Chief Executive Officer and President and Chief
Financial Officer, without the approval of the Board of Directors. In the event the
Manager terminates the President/CEO or Chief Financial Officer, the Manager shall be
required to provide a replacement of such officer to be approved by the Board of
Directors. The Board of Directors shall have the right to require Manager to replace the
President/CEO or Chief Financial Officer if the Board of Directors determines, in its sole
judgment, that the President/CEO or Chief Financial Officer is unacceptable.
C.
The Board of Directors may appoint such other officers from among the
members of the Board of Directors, such as one or more assistant secretaries or
treasurers, as the business of this Corporation may require, each of whom shall hold
office for such period, have such authority and perform such duties as are provided in
these Bylaws or as the Board of Directors from time to time may authorize.
Section 7.2
Removal of Officers. Subject to any consultation or approval
requirements under the System Authority Matrix, any officer may be removed, with or without
cause, by a majority of Directors then in office, at any regular or special meeting of the Board,
except that if an employment agreement is in effect for any officer, its terms shall govern the
removal of the officer. Should a vacancy occur in any office as a result of death, resignation,
removal, disqualification or any other cause, the Board of Directors may delegate the powers and
duties of such office, except as otherwise provided in these Bylaws, to any officer or to any
Director until such time as a successor for such office has been elected or appointed. Any officer
shall be automatically removed as such an officer upon his or her removal as a Director in
accordance with the provisions of Section 5.6 of these Bylaws.
Section 7.3
Chairperson of the Board. The Chairperson of the Board shall be elected
from among the Directors and shall have the powers and duties usually associated with such
office. The Chairperson of the Board shall preside over meetings of the Board of Directors,
supervise activities of the Board, and serve as an ex-officio voting member of all Board
committees.
Section 7.4
Vice Chairperson of the Board. The Vice Chairperson of the Board shall
be elected from among the Directors and, in the absence or disability of the Chairperson of the
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Board, shall perform all duties of the Chairperson of the Board and, when so acting, shall have
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the
Board.
Section 7.5
Secretary. The Secretary shall be elected from among the Directors and
shall keep or cause to be kept at the principal office or at such other place as the Board of
Directors may determine, a book of minutes of all meetings of the Directors, whether annual,
regular or special, with the time and place of the meeting, the notice given, the names of those
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized.
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and
shall have such other powers and perform such other duties as may be prescribed by the Board of
Directors or these Bylaws.
Section 7.6
Treasurer. The Treasurer shall be elected from among the Directors and
shall have the powers and duties usually associated with such office, subject to limitation or
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept
and maintained adequate and correct accounts of the properties and business transactions of this
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses.
The books of account shall at all times be open to inspection by any Director. The Treasurer
shall submit or cause to be submitted to the Board of Directors annual statements of receipts and
expenditures.
Section 7.7
President and Chief Executive Officer. The President and the Chief
Executive Officer shall be the chief executive officer of this Corporation, shall serve as a
member of the Corporation’s executive team, and shall be an employee of the Corporation,
except that during any period that the Management Agreement is in effect he or she shall be an
employee of the manager thereunder. Subject to the powers of the Manager (during any time
that the Management Agreement is in effect), the President/CEO shall be appointed by and
subject to the removal of the Board of Directors. He or she shall report to and be accountable to
the Manager (during any time that the Management Agreement is in effect), and report to, be
accountable to and subject at all times to the ultimate supervision and authority of the
Corporation’s Board of Directors, shall have general supervision, direction and control of the
business and non-Director officers of this Corporation and shall be held responsible for the
proper functioning and management of this Corporation. The President and Chief Executive
Officer shall possess the degree of education and experience appropriate to the proper discharge
of these responsibilities and, if a management or employment agreement may be in effect, meet
all of the requirements set forth in the management or employment agreement. The Board of
Directors shall initiate and conduct periodic performance reviews of the President and Chief
Executive Officer. Subject to the direction of the Manager (during any time that the
Management Agreement is in effect) and the ultimate supervision and control of this
Corporation’s Board of Directors, the President and Chief Executive Officer shall organize the
administrative functions of this Corporation, delegate duties and establish formal means of
accountability on the part of his or her subordinate officers. The President and Chief Executive
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the
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Board of Directors. He or she shall have the general powers and duties of management usually
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation
Law and shall have other powers and duties as may be prescribed by this Corporation’s Board of
Directors, these Bylaws, and the System Authority Matrix.
These powers and duties shall include, but not be limited to, the following:
A.
to support and assist this Corporation in furtherance of its charitable
purposes, consistent with the established philosophy and mission of the Health System;
B.
to direct and implement the goals, policies and programs established for
the Health System;
C.
to promote a high standard of quality of care provided by the Health
System through setting goals and objectives for quality improvement;
D.
to act as the representative of this Corporation to the public as well as to
governmental and voluntary organizations;
E.
executives;

to make policy proposals to the Board of Directors and the Corporation’s

F.
to assume responsibility for strategic planning, financial planning,
physical facilities, site development and program planning to meet the health needs of the
community;
G.
to report to the Board of Directors and the Corporation’s executives on the
performance of this Corporation as well as on appropriate federal, state and local
developments that affect health care therein;
H.
to attend all meetings of the Board of Directors and committees thereof,
except as otherwise determined by the Board of Directors;
I.
to serve on such Advisory Board committees as determined by the Board
of Directors;
J.

to assure proper day-to-day administration of this Corporation;

K.
to prepare an annual budget and periodically report to the Board of
Directors and to the Corporation’s executives on this Corporation’s financial affairs and
condition;
L.
in consultation with the Board of Directors, to appoint each Vice President
of the Corporation, to set the terms and conditions of employment of the Vice Presidents
and to evaluate their performance periodically, to assure the proper selection,
employment, control and discharge of employees of the Corporation and the executives
and officers of the Affiliates and Subsidiaries, and the development and maintenance of
this Corporation’s written personnel policies and practices;
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M.
to assure proper maintenance and to keep the physical properties of this
Corporation in a good state of repair; and
N.
to assure proper business management of this Corporation so that funds
are collected and expended in keeping with sound business practice and with charity.
Section 7.8
Chief Financial Officer. The Chief Financial Officer shall, in coordination
with the Treasurer, and according to the direction of the Board of Directors and the
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct
books and records of accounts of the properties and business transactions of the corporation,
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and
fund balance. The books of account shall at all reasonable times be open to inspection by any
Director. The Chief Financial Officer shall deposit all monies and other valuables in the name
and to the credit of the Corporation with such depositaries as may be designated by the Board of
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board
of Directors, shall render to the President and Chief Executive Officer, or the Directors whenever
they request it, an account of all transactions as Chief Financial Officer and of the financial
condition of the Corporation, and shall have other powers and perform such other duties as may
be prescribed by the Board of Directors or the Bylaws. Subject to the powers of the Manager
(during any time that the Management Agreement is in effect), the Chief Financial Officer shall
be appointed by and shall be subject to removal by the Board of Directors of the Corporation
with the concurrence of the President and Chief Executive Officer of the Corporation. He or she
shall report to and be accountable to the Board of Directors of this Corporation, the President and
Chief Executive Officer, and the Manager (during any time that the Management Agreement is
in effect).
Section 7.9
Reporting Relationship of Certain Corporate Officers to the Board of
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer
and Vice President and General Counsel shall report to and be accountable to the Board of
Directors and the President and Chief Executive Officer and each of them shall be entitled to
confidential access to the Chairperson and other members of the Board of Directors as necessary
or advisable to carry out such person’s duties in such position.
Section 7.10 Resignation. Any officer may resign at any time by giving written notice
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at
any later time specified in that notice; and, unless otherwise specified in that notice, the
acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under
any contract to which the officer is a party.
Section 7.11 Vacancies. A vacancy in any office because of death, resignation,
removal, disqualification or any other cause shall be filled in the manner prescribed in these
Bylaws for regular appointments to that office.
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ARTICLE VIII
COMMITTEES
Section 8.1

Generally.

A.
The Board of Directors may by resolution establish (1) Committees of the
Board which shall have legal authority to act for this Corporation and, as determined by
the Board of Directors, the Health System, and (2) Advisory Committees. Committees
may be either standing or special. Members of all committees shall serve at the pleasure
of the Board. Any Committee of the Board which shall have legal authority to act for this
Corporation, to the extent provided in a resolution of the Board, shall have all authority
of the Board, except with respect to:
(1)
The approval of any action for which the California Nonprofit
Public Benefit Corporation Law or these Bylaws also require approval of a
majority of this Corporation’s Board of Directors;
(2)
The filling of vacancies on the Board of Directors or on any
committee that has the authority of the Board;
(3)
The amendment or repeal of any resolution of the Board of
Directors that by its express terms is not so amendable or repealable;
(4)

The appointment of other committees or members thereof;

(5)
The approval of any self-dealing transaction, except as provided in
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law;
(6)
Any decision with respect to the retention or termination of the
Chief Executive Officer, approval or amendment of any operating or capital
budget, approval of the annual audit, amendment of these Bylaws, any
unbudgeted capital expenditure, or any decision with respect to the acquisition,
divestiture, sale or other disposition of Corporation’s assets, or the creation of any
new Corporation liabilities, or the exercise of any reserved power held by the
Corporation with respect to any of the Affiliates.
B.
The Board of Directors shall have the power to prescribe the manner in
which proceedings of any committee shall be conducted. In the absence of any such
prescription, such committee shall have the power to prescribe the manner in which its
proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall
otherwise provide, the regular and special meetings and other actions of any committee
shall be governed by the provisions of Article VII of these Bylaws. Each committee shall
keep minutes of its proceedings and shall report the same to the Board from time to time,
as the Board of Directors may require. The Board of Directors shall review the charter of
each committee governed by a charter at least once every two years.
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Section 8.2
Committees of the Board. Only Directors may be appointed as voting
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or
more Directors, with at least one (1) member of each Committee being a BM Director
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the
Board of Directors. The Board may designate one or more Directors as alternate members of
any such committee, who may replace any absent member at any meeting of the committee.
Section 8.3
Advisory Committees. Advisory Committees may consist of two or more
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only,
and may include non-voting members and alternate members. The Chairperson and members of
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of
Directors. Advisory Committees shall have no legal authority to act for this Corporation.
Section 8.4

Executive Committee.

A.
There may be an Executive Committee which, if established, shall consist
of such members of the Board of Directors as the Board may designate, and shall include
at least one BM Director Appointee. The Chairperson of the Executive Committee shall
be the person then serving as Chairperson of the Board. The Executive Committee shall
have authority to act for this Corporation, subject to the provisions of Section 8.1(A) of
these Bylaws, as to those matters which may arise and cannot be handled in the ordinary
course of regular or special meetings of the Board of Directors.
B.
The establishment of an Executive Committee and the delegation of
authority to it shall not operate to relieve the Board of Directors or any individual
Director of any responsibility imposed on it or him or her by law, by the Articles of
Incorporation of this Corporation or these Bylaws.
C.
The Executive Committee shall meet at such times as it deems necessary,
provided that reasonable notice of all meetings of the Executive Committee shall be
given to its members and no act of the Executive Committee shall be valid unless
approved by the vote of a majority, or by the unanimous written consent, of its members.
Section 8.5
Audit Committee. In a fiscal year in which the Corporation’s gross
revenue is $2,000,000 or more, the Corporation shall appoint an audit committee (the “Audit
Committee”), shall hire an independent auditor, and shall have such auditor prepare an audited
financial statement. Such $2,000,000 threshold excludes grants received from and contracts and
services with government entities for which the governmental entity requires an accounting of
funds received.
A.
Members. The Audit Committee may include non-Board members, but it
may not include any members of the staff, the President/CEO, or the CFO. If the
Corporation has a Finance Committee, it shall be separate from the Audit Committee.
The Audit Committee may include members of the Finance Committee, but such
overlapping members shall constitute less than half of the Audit Committee and the
chairperson of the Audit Committee may not be a member of the Finance Committee.
Any person who has any material financial interest in any entity doing business with the
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Corporation may not serve on the Audit Committee. Each member of the Audit
Committee shall serve as such until such member’s successor shall be appointed by the
Board of Directors. In the event that any member of the Audit Committee shall resign or
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the
Board. The Audit Committee shall be an Advisory Committee and shall operate in
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in
effect from time to time. The Audit Committee shall consist of not fewer than three
members, all of whom shall be or shall be capable of becoming familiar with basic
financial statements and accounting principles, and all of whom shall be deemed by the
Board of Directors to be free of any relationship that would interfere with independent
judgment. The Audit Committee shall meet at least quarterly, and shall meet at least
annually with the outside auditor or auditors of the Corporation in the absence of all
members who are employees of the Corporation or any Affiliate controlled by the
Corporation.
B.
Duties of the Audit Committee. Subject to the supervision of the Board,
the Audit Committee shall exercise the following powers, responsibilities, and duties:
(1)
To make recommendations to the Board regarding the
appointment, retention, and termination of the independent auditor for the
corporation and the Affiliates;
(2)

To negotiate the auditor’s compensation;

(3)
To confer with the auditor to satisfy its members that the financial
affairs of the corporation and the Affiliates are in order;
(4)

To review the audit and decide whether to accept it; and

(5)
To assure that any non-audit services performed by the auditor
conform to the applicable independent standards and to approve such nonaudit
services.
C.
Compensation. Members of the Audit Committee shall receive
compensation, if any, in an amount no greater than compensation received by members
of other committees for services on the Board of Directors. An Audit Committee member
may be reimbursed for reasonable expenses incurred in attending such meetings.
D.
Control by the Board. The Audit Committee shall be subject at all times
to the control of the Board, which shall have the power to revise or alter any action taken
by the Audit Committee; provided, however, that no rights of third parties shall be
affected thereby.
Section 8.6
Financial Statements Must Be Made Available. If the Corporation
prepares an audited financial statement (either in accordance with Section 8.5 above or
otherwise), such audited financial statement shall be made available for inspection by the
California Attorney General and by all members of the public no later than nine months after the
close of the relevant fiscal year in the same manner as the corporation’s Internal Revenue
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Service Form 990. Each annual financial statement shall be made available to the public for
three years.
Section 8.7
Nominating Committee. The Nominating Committee shall be a standing
advisory committee and shall be composed of five (5) Directors appointed by the Chairperson,
including one BM Director Appointee. The Nominating Committee shall have the authority and
responsibility to:
A.
Recruit, screen, and evaluate candidates for Directors of this Corporation
and other entities in which the Corporation has the right or power to appoint directors or
managers and shall solicit recommendations and input from all Directors, BlueMountain
Capital Management, LLC, and Manager for nominees to the Board of Directors;
B.
Nominate Director nominees to the Board of Directors, and of other
entities for which this Corporation has the right to appoint directors or managers; and
C.
Directors.

Perform such other functions as may be assigned to it by the Board of

Section 8.8
Executive Compensation Review and Approval. During any period that
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the
Board, or any authorized Committee of the Board, shall review and approve the compensation,
including benefits, of the President/CEO and the CFO to ensure that each such officer’s
compensation is just and reasonable. Such review and approval shall occur when the officer is
initially hired, whenever the officer’s term of employment is renewed or extended, and when the
officer’s compensation is modified, unless such modification applies to substantially all
employees.
Section 8.9
Term of Office. The Chairperson and each member of a standing
committee shall serve until the next election of Directors and until his or her successor is
appointed or until such committee is sooner terminated or until he or she is removed, resigns or
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of
a special committee shall serve for the life of the committee unless they are sooner removed,
resign or cease to qualify as members of such committee.
Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired
portion of the term in the same manner as provided in the case of original appointments.
Section 8.11 Quorum. At all committee meetings, a majority of committee members
then serving, but not less than three (3), whichever is greater, shall be necessary and sufficient to
constitute a quorum for the transaction of business, except that a majority of committee members
present, whether or not a quorum, may adjourn any committee meeting to another time and
place. The act of a majority of the committee members present at a meeting at which there is a
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section,
the committee members present at a meeting at which a quorum is initially present may continue
to transact business, notwithstanding the withdrawal of committee members, so long as any
action taken is approved by at least a majority of the required quorum for such meeting.
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ARTICLE IX
GENERAL PROVISIONS
Section 9.1
Voting Interests. The Corporation may vote any and all shares held by it
in any other corporation and may exercise any and all membership rights held by it in any other
corporation. Such action shall be undertaken or evidenced on behalf of this Corporation by such
officer, agent or proxy as the Board of Directors may appoint or, in default of any such
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such
case, such person may likewise appoint a proxy to vote shares.
Section 9.2
Checks, Drafts, Etc. All checks, drafts or other orders for payment of
money, notes or other evidences of indebtedness issued in the name of or payable to this
Corporation and any and all securities owned or held by this Corporation requiring signature for
transfer shall be signed or endorsed by such person or persons and in such manner as from time
to time shall be determined by the Board of Directors.
Section 9.3
Execution of Contracts. Except as otherwise provided in these Bylaws,
the Board of Directors may authorize any officer or officers, agent or agents to enter into any
contract or execute any instrument in the name of and on behalf of this Corporation and such
authority may be general or confined to specific instances. Unless so authorized by the Board of
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to
render it liable for any purpose or in any amount.
Section 9.4
Inspection of Corporate Records. The accounting books and records of
this Corporation and the minutes of proceedings of this Corporation’s Board of Directors and
Committees shall be open to inspection upon the written request of any Director at any
reasonable time and for any purpose reasonably related to the interests of the Director. Such
inspection may be made in person or by an agent or attorney.
Section 9.5
Annual Report. The Board of Directors shall cause an annual report to be
sent to each Director of this Corporation no later than one hundred twenty (120) days after the
close of this Corporation’s fiscal or calendar year. Such annual report shall be prepared in
conformity with requirements of the California Nonprofit Public Benefit Corporation Law.
Section 9.6
Dissolution. The property and assets of this Corporation are irrevocably
dedicated to charitable, educational and scientific purposes. Upon the winding up and
dissolution of this Corporation, its assets remaining, after payment or adequate provision for
payment of all debts and obligations of this Corporation, shall be distributed in accordance with
the dissolution provisions set forth in this Corporation’s Articles of Incorporation.
Section 9.7
Fiscal Year. The fiscal year of this Corporation shall begin on the first
day of July each year and end on June 30th of the following year.
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Section 9.8
Review of Bylaws. At least once every two (2) years, the Board of
Directors shall review these Bylaws and recommend changes.
ARTICLE X
INDEMNIFICATION AND INSURANCE
Section 10.1 Indemnification. To the full extent permitted by law and in the manner
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability
and hold harmless any person who was or is a party to or is threatened to be a party to or is
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a
Director, officer, employee or agent of this Corporation when serving in an official capacity on
behalf of this Corporation, or is or was serving at the request of this Corporation as a member,
director, officer, employee or agent of another corporation, domestic or foreign, nonprofit or forprofit, partnership, joint venture, trust or other enterprise. The foregoing rights of
indemnification shall not be deemed to be exclusive of any other rights to which such person
may be entitled under applicable law, and shall continue as to a person who has ceased to be a
Director, officer, employee, or agent of this Corporation and shall inure to the benefit of the
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such
action, suit or proceeding survives the death of such person.
Section 10.2 Payment of Expenses. This Corporation may pay expenses, including
attorneys’ fees, incurred in defending any action, suit or proceeding referred to in this Article in
advance of the final disposition of such action, suit or proceeding as authorized by the Board of
Directors in the specific case and as permitted by law.
Section 10.3 Insurance. This Corporation may purchase and maintain insurance on
behalf of any person who is or was a Director, officer, employee or agent of this Corporation
when serving in an official capacity on behalf of this Corporation, or is or was serving at the
request of this Corporation as a member, director, officer, employee or agent of another
corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, trust or other
enterprise, against any claim or liability asserted against such person and incurred in any such
capacity, or arising out of such person’s status as such, whether or not this Corporation would be
required or would have the power to indemnify such person against such liability under this
Article or otherwise.
ARTICLE XI
MAINTAINING A UNIFIED HEALTH SYSTEM
Section 11.1 Generally. In order to establish the relationships among organizations in
the Health System which are necessary to maintain a unified system, this Corporation shall
require that the governing document or documents of any entity of which this Corporation is the
sole corporate member or controlling organization contain the following:
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A.
Provisions which reserve to this Corporation the powers over such entity,
as may be required by applicable Health System policies;
B.
Provisions which reserve to such entity powers over organizations it
controls, as may be required by applicable Health System policies; and
C.
Provisions which require such entity to require that the governing
document or documents of organizations it controls contain a provision which reserves to
this Corporation, the powers set forth in these Bylaws, the governing document or
documents of such entity or applicable Health System policies (including the System
Authority Matrix). The term “governing document or documents,” is used in this Article
as a generic form to describe the organizational documents by which an entity is legally
formed in a particular state and includes, but is not limited to, articles of incorporation,
bylaws, governing resolutions, articles of partnership, joint venture agreements, and any
other document which creates or governs the organization or entity.
Section 11.2 Exercise of Reserved Powers. All action by this Corporation as the
corporate member or controlling entity of an Affiliate shall be by this Corporation’s Board of
Directors.
ARTICLE XII
GENDER AND NUMBER
Words used herein regardless of the number and gender specifically used, shall be
deemed and construed to include any other number, singular or plural, and any other gender,
masculine, feminine or neuter, as the context requires.
ARTICLE XIII
AMENDMENTS
These Bylaws or any part thereof may be amended or repealed or new Bylaws may be
adopted by the affirmative vote of a majority of the Directors then in office.
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AMENDED AND RESTATED
BYLAWS OF
ST. FRANCIS MEDICAL CENTER
ARTICLE I
NAME
The name of this Corporation shall be as set forth in its Articles of Incorporation.
ARTICLE II
DEFINITIONS
Section 1.
Definitions. These Bylaws contain the terms “Affiliate” and “Health
System.” These terms are also used in the bylaws of other entities comprising the Health System.
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give
full effect to the intent of Article XIII of these Bylaws.
(a)
Affiliate. The term “Affiliate” shall mean, individually, each organization
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California
nonprofit public benefit corporation (“Verity”), or by another organization controlled by Verity.
As used in this definition, “control” shall mean (a) the status of sole corporate member of an
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing
body of an organization.

Center.

(b)

Corporate Member. The term “Corporate Member” shall mean Verity.

(c)

Corporation. The term “Corporation” shall mean St. Francis Medical

(d)
Health System. The term “Health System” shall mean, collectively,
Verity, this Corporation and the Affiliates of Verity.
(e)
Subsidiary. “Subsidiary” shall mean an Affiliate that is under the direct
control of another Affiliate.
(f)
System Authority Matrix. The term “System Authority Matrix” shall mean
the document as in effect from time to time which sets forth the respective responsibilities and
authorities for Health System operations and decision making.

Section 2.
Other Capitalized Terms. Capitalized terms used in these Bylaws and not
otherwise defined herein are used herein with the meanings given them in the California
Nonprofit Corporation Law.
ARTICLE III
PURPOSES
Section 1.
Purposes. The purposes of this Corporation are set out in its Articles of
Incorporation as in effect from time to time.
ARTICLE IV
OFFICES AND SEAL
Section 1.
Principal Office. The principal office of this Corporation shall be in the
County of Los Angeles, State of California.
Section 2.
of this Corporation.

Seal. This Corporation may have a common seal inscribed with the name
ARTICLE V
CORPORATE MEMBERSHIP

Section 1.
Corporate Membership. The sole member of this Corporation is Verity,
acting through its Board of Directors or otherwise as provided in Article XIII, Section 2 of these
Bylaws or the California Nonprofit Corporation Law.
Section 2.
Rights and Powers of the Corporate Member. As the sole member of this
Corporation under the California Nonprofit Corporation Law, the Corporate Member has all
corresponding statutory rights and powers of membership. In addition, the Corporate Member
has the power (which are termed the “Reserved Powers” of the Corporate Member) to take or
approve the following actions:
(a)

Approve or change the mission, role and purpose of this Corporation;

(b)

Amend the Bylaws and Articles of Incorporation of this Corporation;

(c)
Authorize the Board of Directors to amend the bylaws, articles of
incorporation or other organizational documents of any Affiliate;
(d)
Approve the formation, merger, dissolution, consolidation, divestiture,
closure, change in corporate membership or control and reorganization of each direct Affiliate of
this Corporation;
(e)

Fix the number and appoint and remove the Directors of this Corporation;
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(f)
Appoint and remove the Chairperson of the Board and the President and
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this
Corporation;
(g)
Approve the merger, consolidation, reorganization or dissolution of this
Corporation and the disposition of the assets of this Corporation upon dissolution;
(h)
Approve the acquisition, sale, lease, mortgage, transfer or other alienation
of real or personal property of this Corporation other than in accordance with the System
Authority Matrix;
(i)
Approve the capital and operating budgets of this Corporation or of any
Affiliate controlled by this Corporation;
(j)
Approve the incurrence of debt or guaranties of this Corporation other
than in accordance with the System Authority Matrix;
(k)
Establish policy concerning quality of care and services for the
Corporation and to approve any such policies of this Corporation that are inconsistent with the
System Authority Matrix;
(l)
Establish policy and procedures concerning finance and resources for the
Corporation and to approve any such policies or procedures that are inconsistent with such
policies or procedures;
(m)
Establish criteria for the long-range financial and strategic plans of the
Corporation and to approve any such plans;
(n)
Establish an internal auditing program and approve any material element
of the internal auditing program for this Corporation that is inconsistent with the internal auditing
program established by the Corporate Member;
(o)
Approve capital expenditures by this Corporation or for any Affiliate
controlled by this Corporation other than in accordance with the System Authority Matrix;
(p)
Approve the transfer of funds, by gift or loan, between this Corporation
and one or more other Affiliates of Verity and this Corporation or to any other person or entity
other than in accordance with System Authority Matrix; and
(q)
Approve any other action by this Corporation or for any Affiliate
controlled by this Corporation that has been established by resolution of the Corporate Member
as requiring its approval, including, but not limited to, any approvals of authority necessary to
ensure compliance with any credit agreement, master indenture or loan agreement to which this
Corporation or any Affiliate controlled by this Corporation is a party.
Section 3.

Voting By Proxy. The Corporate Member may not vote by proxy.
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Section 4.
Appointment of Officer or Director or Others to Act on Behalf of
Corporate Member. Subject to applicable law and the articles of incorporation and bylaws of the
Corporate Member, the Corporate Member’s board of directors may, by resolution, appoint one
of more officers or directors of the Corporate Member or one or more other persons to act on its
behalf, in its capacity as Corporate Member of this Corporation.
Section 5.
Annual Meeting. A meeting of the Corporate Member shall be held
annually for the purpose of appointing Directors and to transact such other business as may be
brought before such meeting. The annual meeting of the Corporate Member shall be held at such
time and place as the board of directors of the Corporate Member determine from time to time.
Section 6.
Action by Written Consent. Any action required or permitted to be taken
at a meeting (whether annual, regular or special) by the Corporate Member under any provision
of law, the Articles of Incorporation or these Bylaws may be taken without a meeting if the
Corporate Member consents to such action in writing. Each such written consent shall be filed
with the minutes of the proceedings of the Corporation. Such action by written consent shall
have the same force and effect as a vote of the Corporate Member. Any certificate or other
document filed on behalf of this Corporation relating to an action taken by the Corporate
Member without a meeting shall state that the action was taken by written consent of the
Corporate Member without a meeting and that the Bylaws of the Corporation authorize the
Corporate Member to so act.
ARTICLE VI
BOARD OF DIRECTORS
Section 1.
Powers. Subject to the provisions of this Corporation’s Articles of
Incorporation, these Bylaws, the Reserved Powers of the Corporate Member, the System
Authority Matrix and the laws of the State of California, the activities and affairs of this
Corporation shall be managed and conducted and all corporate powers shall be exercised by or
under the direction of this Corporation’s Board of Directors. To facilitate the management and
conduct of this Corporation’s activities and affairs, the Board of Directors shall establish
corporate policies for, and formulate the basic rules and regulations governing the operation and
management of, this Corporation and generally oversee and be responsible for the quality of care
and the planning of services rendered by this Corporation. The Board of Directors may delegate
the management and conduct of this Corporation’s activities and affairs to any person or persons,
management company, or committee however composed, provided that no delegation of
authority by the Board of Directors to the Chief Executive Officer (as defined in Article VIII,
Section 4 below), or anyone else, shall preclude the Board of Directors from exercising the
authority required to meet its governance responsibility for the management and conduct of this
Corporation’s activities and affairs; and provided, further, that any delegation of powers of the
Board may be made only to a committee of the Board consisting only of Directors and shall be
subject to the further limitations on Board committees set forth in Article IX, Section 1 of these
Bylaws. The Board of Directors shall retain the right to rescind any such delegation.
Section 2.
Reserved Powers of Verity as the Corporate Member; Final Action.
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become
final, binding action of the Corporation when such action has been approved or ratified by final
action of the Corporate Member acting in accordance with these Bylaws and the bylaws of the
Corporate Member.
Section 3.

Number and Qualification.

(a)
The Board of Directors shall consist of not less than five (5) nor more than
seventeen (17) members, including:
(i)
The President and Chief Executive Officer of the Corporate
Member shall serve as a member of the Board, ex officio.
(ii)
The Board of Directors may include at least one (1) person who is
a member in good standing of the Board of Directors of Verity, provided that no more than fifty
percent (50%) of the Directors shall be members who are in good standing of the Board of
Directors of Verity.
County; and

(iii)

At least one-third of the members shall be residents of Los Angeles

(iv)
No more than twenty (20) percent of the members of the Board of
Directors shall have, either directly or indirectly, personally or through a family member, any
financial relationship with BlueMountain Capital Management, LLC or any of its owned or
managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, director,
contractor or employee of BlueMountain Capital Management, LLC or any of its owned or
managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for
public companies wherein BlueMountain Capital Management, LLC has an interest of less than
10%.
(b)
Restriction on Interested Directors. Not more than forty-nine percent
(49%) of the persons serving on the Board of Directors at any time may be interested persons
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law.
An interested person is (i) any person currently being compensated by this Corporation for
services rendered to it within the previous twelve (12) months, whether as a full-time or parttime employee, independent contractor or otherwise, but excluding any reasonable compensation
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-inlaw, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such
person. However, any violation of the provision of this Section shall not affect the validity or
enforceability of any transaction entered into by this Corporation.
Section 4.
Appointment by Corporate Member. The Directors shall be appointed by
Verity at each annual meeting of the Corporate Member.

5
55491017_3

Section 5.
Term. Each Director (other than the President and Chief Executive Officer
of the Corporate Member) shall hold office for a term of one (1) year or such other period set by
the Corporate Member or until a successor is appointed and qualified or until such person sooner
dies, resigns, is removed or becomes disqualified.
Section 6.
Removal and Filling of Vacancies. The Board of Directors may declare
vacant the office of a Director who has been declared of unsound mind by a final order of court
or convicted of a felony or who has missed more than half of the meetings of the Board of
Directors during any twelve-month period other than by reason of illness, or who has been
found, by a final order or judgment of any court, to be in breach of any duty owed to the
Corporation under Sections 5230-5239 of the California Nonprofit Public Benefit Corporation
Law. In the event that such office is declared vacant, a new Director to fill the unexpired portion
of the term of the Director whose office was declared vacant shall be appointed by the Corporate
Member.
Section 7.
Resignation. Any Director may resign at any time by delivering his or her
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary
or to the Board of Directors of the Corporation at its principal office; provided that, except upon
notice to the Attorney General, no Director may resign if the Corporation would then be left
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be
effective upon receipt unless specified to be effective at some other time.
Section 8.
Fees and Compensation. Directors may receive such reasonable
compensation (within the meaning of Internal Revenue Code Section 4958), if any, for serving as
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined
by the Corporate Member. Directors may receive compensation from the Corporation for
services rendered to it, subject to the restriction on Interested Directors as set forth in Section
3(b) above of this Article VI.
Section 9.
Self-Dealing Transactions. This Corporation shall not enter into selfdealing transactions. Except as provided in Section 9(a) of this Article VI, for the purpose of this
Section, a self-dealing transaction means a transaction to which this Corporation is a party and in
which one or more of the members of its Board of Directors or officers has a material financial
interest and which does not meet the requirements of Sections 9(b) or 9(c) of this Article VI.
Such a member of the Board of Directors is an “Interested Director” for the purpose of this
Section.
following:

(a)

Exceptions. The provisions of this section do not apply to any of the

(i)
An action of the Board of Directors fixing the compensation of a
member of the Board of Directors as an officer of this Corporation.
(ii)
A transaction which is part of a public or charitable program of this
Corporation if it (i) is approved or authorized by this Corporation in good faith and without
unjustified favoritism and (ii) results in a benefit to one or more members of the Board of
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Directors or their families because they are in the class of persons intended to be benefited by the
public or charitable program.
(iii)
A transaction, of which the Interested Director or Directors have
no actual knowledge, and which does not exceed the lesser of one percent of the gross receipts of
this Corporation for the preceding fiscal year or one hundred thousand dollars ($100,000).
(b)
Prior Board of Directors Approval. This Corporation may enter into a
self-dealing transaction if all of the following facts are established:
(i)

This Corporation entered into the transaction for its own benefit;

(ii)
The transaction was fair and reasonable as to this Corporation at
the time this Corporation entered into the transaction;
(iii)
Prior to consummating the transaction or any part thereof the
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of
the members of the Board of Directors then in office without counting the vote of the Interested
Director or Directors, and with knowledge of the material facts concerning the transaction and
the Director’s interest in the transaction. Interested Directors may be counted in determining the
presence of a quorum at a meeting of the Board of Directors which authorizes, approves or
ratifies the contract or transaction. Except as provided in Section 9(c)(i) of this Article VI, action
by a committee of the Board of Directors shall not satisfy this paragraph; and
(iv)
Prior to authorizing or approving the transaction the Board of
Directors considered and in good faith determined after reasonable investigation under the
circumstances that this Corporation could not have obtained a more advantageous arrangement
with reasonable effort under the circumstances or (ii) this Corporation in fact could not have
obtained a more advantageous arrangement with reasonable effort under the circumstances.
(c)
Subsequent Board of Directors Approval. This Corporation may enter
into a self-dealing transaction if all of the following facts are established:
(i)
A committee or person authorized by the Board of Directors
approved the transaction in a manner consistent with the standards set forth in Section 9(b) of
this Article VI;
(ii)
It was not reasonably practicable to obtain approval of the Board
of Directors prior to entering into the transaction; and
The Board of Directors, after determining in good faith that the
(iii)
conditions of subparagraphs (i) and (ii) of this subsection (c) were satisfied, ratified the
transaction at its next meeting by a vote of the majority of the members of the Board of Directors
then in office without counting the vote of the Interested Director or Directors. Interested
Directors may be counted in determining the presence of a quorum at a meeting of the Board of
Directors which authorizes, approves or ratifies the contract or transaction.
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ARTICLE VII
MEETINGS OF THE BOARD OF DIRECTORS
Section 1.
Place of Meeting. All meetings of the Board of Directors shall be held at
the principal office of this Corporation or at such other place as may be designated for that
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such
place as may be set by resolution of the Board.
Section 2.
Annual Meeting. As soon as reasonably practicable, but no later than
sixty (60) days after the annual meeting of the Corporate Member, the Board of Directors shall
hold an annual meeting for the purpose of organizing the Board, electing officers other than the
Chairperson of the Board, and the transaction of such other business as may come before the
meeting. The date of the annual meeting shall be fixed by resolution. No notice of the annual
meeting of the Board of Directors need be given.
Section 3.
Regular Meetings. Regular meetings of the Board of Directors shall be
held at such time as the Corporate Member may fix by resolution from time to time. No notice
of regular meetings of the Board of Directors need be given.
Section 4.
Special Meetings. Special meetings of the Board of Directors for any
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or
more Directors of this Corporation, or by the Corporate Member.
Section 5.
Notice of Special Meetings. Notice of the time and place of special
meetings shall be communicated personally or by telephone to each Director or sent to each
Director by mail or other form of written communication (including e-mail), addressed to such
Director at his or her address as it is shown on the records of this Corporation. Such notice, if
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting, or if
delivered personally, telephonically or telegraphically or by e-mail, shall be received at least
forty-eight (48) hours prior to the time of the meeting.
Section 6.
Waiver of Notice. Notice of a meeting need not be given to any Director
who signs a waiver of notice or a written consent to hold the meeting or an approval of the
minutes thereof, whether before or after the meeting, or who attends the meeting without
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents
and approvals shall be filed with the corporate records or made a part of the minutes of the
meeting.
Section 7.
Quorum. At all meetings of the Board of Directors, a majority of the then
serving Directors, but not less than two (2), whichever is greater, shall be necessary and
sufficient to constitute a quorum for the transaction of business, except that a majority of the
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time
and place. The act of a majority of the Directors present at any meeting at which there is a
quorum shall be the act of the Board of Directors, unless a greater number is required by law.
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at
which a quorum is initially present may continue to transact business notwithstanding the
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withdrawal of Directors, so long as any action taken is approved by at least a majority of the
required quorum for such meeting.
Section 8.
Action Without Meeting. Any action required or permitted to be taken by
the Board of Directors may be taken without a meeting if all of the Directors individually or
collectively shall consent in writing to such action. Such written consent or consents shall be
filed with the minutes of the proceedings of the Board. Such action by written consent shall have
the same force and effect as the unanimous vote of such Directors. Any certificate or other
document filed on behalf of this Corporation relating to an action taken by the Board without a
meeting shall state that the action was taken by written consent of the Board of Directors without
a meeting and that the Bylaws of the Corporation authorize its Directors to so act.
Section 9.
Telephonic Meeting. Directors may participate in a meeting of the Board
through the use of conference telephone or similar communication equipment, as long as all
Directors participating in such meeting can hear one another. Participation in this manner shall
constitute presence in person at such meeting.
Section 10.

Prohibition Against Voting by Proxy. Directors may not vote by proxy.

Section 11.
Board Observer. The President and Chief Executive Officer of the
Corporate Member shall appoint one of Verity’s Corporate Officers to be an official Board
Observer of the Board of Directors. The Board Observer shall have the right to be heard at any
meetings of the Board of Directors, but in no event shall the Board Observer (i) be deemed to be
a member of the Board; or (ii) have the right to vote on any matter under consideration by the
Board.
ARTICLE VIII
CORPORATE OFFICERS
Section 1.

Officers.

(a)
The officers of this Corporation shall include a Chairperson of the Board,
a Vice Chairperson of the Board, a President and Chief Executive Officer (“CEO”), a Chief
Financial Officer (“CFO”), and a Secretary all of whom shall be selected in accordance with the
provisions of this Article VIII. Neither the Chairperson of the Board nor the President/CEO may
serve concurrently as the Secretary or CFO of this Corporation.
(b)
Each officer shall hold office until his or her resignation or removal, other
disqualification to serve or until his or her successor shall be elected and qualified.
(c)
The Board of Directors may appoint such additional officers from among
the members of the Board of Directors (including, for example, one (1) or more assistant
Secretaries), as the business of this Corporation may require, each of whom shall serve for such
period, have such authority and perform such duties as the Board of Directors from time to time
may authorize.
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Section 2.
Removal of Officers. Any officer, other than the Chairperson of the Board,
the President and CEO and the CFO, may be removed, with or without cause, by a majority of
Directors then in office, at any regular or special meeting of the Board. The Chairperson of the
Board may be removed, with or without cause, only by the Corporate Member, and the
President/CEO may be removed, with or without cause, only by the Corporate Member after
consultation with the Board of Directors of this Corporation and the President/CEO of the
Corporate Member. The CFO may be removed, with or without cause, only by the
President/CEO of this Corporation with the concurrence of the Chief Financial Officer of the
Corporate Member after consultation with the Board of Directors of this Corporation. If a
vacancy occurs in any office as a result of death, resignation, removal, disqualification or any
other cause, the Board of Directors may delegate the powers and duties of such office, except as
otherwise provided in these Bylaws, to any officer or to any Director until such time as a
successor for such office has been appointed. Any officer who is also a Director shall be
automatically removed as such an officer upon his or her removal as a Director in accordance
with the provisions of Article VI, Section 6 of these Bylaws.
Section 3.
Chairperson of the Board. The Chairperson of the Board shall be
appointed by the Corporate Member in connection with the appointment of the Directors. The
Chairperson of the Board shall have the powers and duties usually associated with such office.
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise
activities of the Board, and serve as an ex officio voting member of all Board committees.
Section 4.
President and Chief Executive Officer. The President/CEO shall be the
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a
member of the Verity executive team. The President/CEO shall be appointed by the Corporate
Member after consultation with this Corporation’s Board of Directors and the President/CEO of
the Corporate Member. He or she shall serve such term as may be determined by the Board of
Directors. He or she shall report to and be accountable to this Corporation’s Board of Directors
and to the President/CEO of the Corporate Member and shall have general supervision, direction
and control of the business, employees and independent contractors of this Corporation and shall
be held responsible for the proper functioning and management of this Corporation. The
President/CEO shall possess the degree of education and experience appropriate to the proper
discharge of these responsibilities and, if a management or employment agreement may be in
effect, meet all of the requirements set forth in the management or employment agreement. The
President/CEO may sign, with the Secretary or any other officer of this Corporation as
authorized by this Corporation’s Board of Directors, any instrument which this Corporation’s
Board of Directors has authorized to be executed. The Chairperson of the Board of this
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic
performance reviews of the President/CEO of this Corporation, taking into account the advice
and comments of this Corporation’s Board of Directors. Subject to the control of this
Corporation’s Board of Directors and the direction of the Corporate Member, the President/CEO
shall organize the administrative functions of this Corporation, delegate duties and establish
formal means of accountability on the part of his or her subordinate officers. The President/CEO
shall have the general powers and duties of management usually vested in the chief executive
officer under the California Nonprofit Public Benefit Corporation Law and shall have other
powers and duties as may be prescribed by this Corporation’s Board of Directors, these Bylaws,
and the policies of the Corporate Member.
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Section 5.
Vice Chairperson of the Board. The Vice Chairperson of the Board shall
be elected from among the Directors and, in the absence or disability of the Chairperson of the
Board, shall perform all duties of the Chairperson of the Board and, when so acting, shall have
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall
select one of its members, other than the Secretary or CFO, to act as Chairperson of the Board.
Section 6.
Secretary. The Secretary shall be appointed initially by the Corporate
Member and thereafter shall be elected from among the Directors and shall keep or cause to be
kept at the principal office or at such other place as the Board of Directors may determine, a
book of minutes of all meetings of the Directors, whether annual, regular or special, with the
time and place of the meeting, the notice given, the names of those present at the meeting, the
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or
cause to be given notice of all meetings of the Board of Directors required by these Bylaws or by
law. The Secretary shall have such other powers and perform such other duties as may be
prescribed by the Board of Directors or these Bylaws.
Section 7.
Chief Financial Officer. The CFO shall and according to the direction of
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and
maintained, adequate and correct books and records of accounts of the properties and business
transactions of this Corporation, including accounts of its assets, liabilities, receipts,
disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables
in the name and to the credit of this Corporation with such depositaries as may be designated by
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief
Financial Officer of the Corporate Member, whenever they request it, an account of all
transactions and of the financial condition of this Corporation, and shall have other powers and
perform such other duties as may be prescribed by the Board of Directors or these Bylaws.
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate
Member after consultation with the Board of Directors of this Corporation. He or she shall serve
such term as may be determined by the Board of Directors. He or she shall report to and be
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the
Corporate Member.
Section 8.
Reporting Relationship of Certain Corporate Officers to the Board of
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer
and Vice President and General Counsel of the Corporate Member shall report to and be
accountable to the Corporate Member’s board of directors and the President/CEO and each of
them shall be entitled to confidential access to this Corporation’s Chairperson and other
members of this Corporation’s Board of Directors as necessary or advisable to carry out such
person’s duties in such position.
Section 9.
Resignation. Any officer may resign at any time by giving written notice
to this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at
any later time specified in that notice; and, unless otherwise specified in that notice, the
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acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under
any contract to which the officer is a party.
Section 10.
Vacancies. A vacancy in any office because of death, resignation,
removal, disqualification or any other cause shall be filled in the manner prescribed in these
Bylaws for regular appointments to that office.
ARTICLE IX
COMMITTEES
Section 1.

Generally.

(a)
The Board of Directors may by resolution establish (1) Committees of the
Board which shall have legal authority to act for this Corporation, subject to the authority of any
Health System-wide committees appointed by Verity, and (2) Advisory Committees. Committees
may be either standing or special. Members of all committees shall serve at the pleasure of the
Board. Any Committee of the Board which shall have legal authority to act for this Corporation,
to the extent provided in a resolution of the Board adopted by a majority of the Directors then in
office, shall have all authority of the Board, except with respect to:
(i)

The approval of any action for which the California Nonprofit
Public Benefit Corporation Law or these Bylaws also require
approval of the Corporate Member, or a majority of this
Corporation’s Board of Directors;

(ii)

The filling of vacancies on the Board of Directors or on any
committee that has the authority of the Board;

(iii)

The amendment or repeal of any resolution of the Board of
Directors that by its express terms is not so amendable or
repealable;

(iv)

The appointment of other Committees of the Board or members
thereof; or

(v)

The approval of any self-dealing transaction, except as provided in
Section 5233(d)(3) of the California Nonprofit Public Benefit
Corporation Law.

(b)
The Board of Directors shall have the power to prescribe the manner in
which proceedings of any committee shall be conducted. In the absence of any such prescription,
such committee shall have the power to prescribe the manner in which its proceedings shall be
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the
regular and special meetings and other actions of any committee shall be governed by the
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings
and shall report the same to the Board from time to time, as the Board of Directors may require.
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The Board of Directors shall review the charter of each committee governed by a charter at least
once every two years.
Section 2.
Committees of the Board. Only Directors may be appointed as members of
Committees of the Board. Each Committee of the Board shall consist of two or more Directors.
The Chairperson and members of Committees of the Board shall be appointed by the Board of
Directors by resolution adopted by a majority of the Directors then in office. The Board may
designate one or more Directors as alternate members of any such committee, who may replace
any absent member at any meeting of the committee.
Section 3.
Advisory Committees. Advisory Committees may consist of two or more
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only,
and may include non-voting members and alternate members. The Chairperson and members of
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of
Directors. Advisory Committees shall have no legal authority to act for this Corporation.
Section 4.

Executive Committee.

(a)
There may be an Executive Committee which, if established, shall consist
of some such members of the Board of Directors as the Board may designate. The Chairperson
of the Executive Committee shall be the person then serving as Chairperson of the Board. The
Executive Committee shall have authority to act for this Corporation, subject to the provisions of
Section 1 of this Article.
(b)
The establishment of an Executive Committee and the delegation of
authority to it shall not operate to relieve the Board of Directors or any individual Director of any
responsibility imposed on it or him or her by law, by the Articles of Incorporation of this
Corporation or these Bylaws.
(c)
The Executive Committee shall meet at such times as it deems necessary,
provided that reasonable notice of all meetings of the Executive Committee shall be given to its
members and no act of the Executive Committee shall be valid unless approved by the vote of a
majority, or by the unanimous written consent, of its members.
Section 5.
Finance Committee. The Finance Committee shall be an Advisory
Committee and shall operate in accordance with a charter adopted by the Board of Directors as in
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or
shall be capable of becoming familiar with basic financial statements and accounting principles,
and all of whom shall be deemed by the Board of Directors to be free of any relationship that
would interfere with independent judgment. The members of the Committee shall include the
President and Chief Executive Officer of the Corporation, the Chief Financial Officer of the
Corporation, the Chief Financial Officer of the Corporate Member, and at least one other person
who is not an officer of the Corporation. The Committee shall have general surveillance over the
finances of the Corporation, shall approve the annual budget of and any financial statements
prepared by the Corporation, and shall make regular reports and recommendations to the Board
of Directors. If there is no separate Audit Committee, the Finance Committee shall be
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responsible for performing the functions of the Audit Committee as set forth in these Bylaws.
For the avoidance of doubt, the Board retains the ultimate authority to approve the annual budget
and any financial statements prepared by the Corporation.
Section 6.
Audit Committee. The Audit Committee shall be an Advisory Committee
and shall operate in accordance with a charter adopted by the Board of Directors as in effect
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall
be capable of becoming familiar with basic financial statements and accounting principles, and
all of whom shall be deemed by the Board of Directors to be free of any relationship that would
interfere with independent judgment. None of the members may be employees of the
Corporation. Members of the Audit Committee shall not receive any compensation from the
Corporation in excess of the compensation, if any, received by Directors for service on the Board
and shall not have a material financial interest in any entity doing business with the Corporation.
The Committee shall meet quarterly and shall meet at least annually with the outside auditor or
auditors of the Corporation. The Committee shall have general surveillance over the auditing of
the financial records of the Corporation, shall approve the financial statements prepared by the
Corporation, and shall make regular reports and recommendations to the Board of Directors, all
subject to the authority of the audit committee of Verity or any Health System-wide audit
committee that may be established by Verity from time-to-time.1 At the sole discretion of the
Corporate Member, the Audit Committee of this Corporation may be dissolved and all of its
responsibilities shall be assumed by the Corporate Member’s audit committee.
Section 7.
Quality and Patient Safety Committee. The Quality and Patient Safety
Committee shall be an Advisory Committee and shall operate in accordance with a charter
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety
Committee shall consist of not fewer than three members, all of whom shall be or shall be
capable of becoming familiar with basic issues and requirements affecting the quality
performance of acute-care hospitals. The Committee’s composition shall be as follows: (1) at
least one member of the Committee shall be a Director in good standing of this Corporation; (2)
at least one shall be the Chief of Staff or other senior physician practicing in a facility affiliated
with the Corporation, appointed by the Board of Directors; (3) the President and Chief Executive
Officer of the Corporation shall be a voting ex officio member; and (4) the Vice President of
Quality of the Corporate Member shall be each a voting ex officio member. The Quality and
Patient Safety Committee shall meet a minimum of six times a year, shall present regular reports
to the Board of Directors and shall oversee the establishment and implementation of an ongoing
quality assurance program in accordance with its charter, including, for example and without
limitation: review of reports from the administration and the medical staff of the Corporation
addressing quality performance, assessment of the impact of the Committee's oversight on
quality performance, review of information regarding patient experience, evaluation of the
adequacy of resources allocated to quality improvement, and monitoring of participation in
national quality improvement efforts.
Section 8.
Term of Office. The Chairperson and each member of a standing
committee shall serve until the next election of Directors and until his or her successor is
appointed or until such committee is sooner terminated or until he or she is removed, resigns or
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otherwise ceases to qualify as a member of the committee. The Chairperson and each member of
a special committee shall serve for the life of the committee unless they are sooner removed,
resign or cease to qualify as members of such committee.
Section 9.
Vacancies. Vacancies on any committee may be filled for the unexpired
portion of the term in the same manner as provided in the case of original appointments.
Section 10.
Quorum. At all committee meetings, a majority of committee members
then serving, but not less than two (2), whichever is greater, shall be necessary and sufficient to
constitute a quorum for the transaction of business, except that a majority of committee members
present, whether or not a quorum, may adjourn any committee meeting to another time and
place. The act of a majority of the committee members present at a meeting at which there is a
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section,
the committee members present at a meeting at which a quorum is initially present may continue
to transact business, notwithstanding the withdrawal of committee members, so long as any
action taken is approved by at least a majority of the required quorum for such meeting.
ARTICLE X
MEDICAL STAFF
Section 1.

Organization, Appointments and Hearings.

(a)
The Corporation shall maintain an organized medical staff that is
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority
and responsibility for the oversight and delivery of health care rendered by all licensed
independent practitioners and other practitioners granted practice privileges at health facilities
licensed in the name of this Corporation. The Board of Directors shall organize the physicians,
dentists, podiatrists and such other categories as may be permitted by law and granted practice
privileges at health facilities licensed in the name of this Corporation into one or more staffs
(“Medical Staff’) under Medical Staff bylaws approved by the Board of Directors. The Board of
Directors shall also make provision for credentialing and privileging through the medical staff
process of such categories of licensed independent practitioners and other practitioners as the
Board of Directors may authorize under Medical Staff bylaws approved by the Board of
Directors (the “Allied Health Professional Staff’). The Board of Directors shall consider
recommendations of the Medical Staff and appoint to the Medical Staff and the Allied Health
Professional Staff such practitioners as meet the qualifications for membership and privileges set
forth in the Medical Staff bylaws. Only members of the Medical Staff may admit patients. Each
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate
authority and responsibility for the care of his or her patients, subject to the limits of his or her
licensure and privileges, as delineated by the Board of Directors, and subject to such limits as are
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff.
(b)
All applications for appointment to the Medical Staff and the Allied
Health Professional Staff shall be in writing and addressed to the Medical Staff secretary. They
shall contain full information concerning the applicant’s education, licensure, practice, previous
hospital experience and any history with regard to licensure and hospital privileges.
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(c)
All appointments to the Medical Staff and the Allied Health Professional
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon
re-application. When an appointment is denied or not renewed, or when privileges have been or
are proposed to be denied, reduced, suspended or terminated, the affected practitioner shall be
afforded a fair hearing and review conducted in accordance with the hearing and appeal
provisions of the Medical Staff bylaws.
(d)
Liaison among the Board, Administration, the Medical Staff and the
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors
from time to time.
Section 2.

Medical Care and Evaluation.

(a)
The Medical Staff shall be responsible to the Board of Directors for
providing appropriate professional care to patients and for overseeing the quality of care,
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff,
evaluating the competency of practitioners, delineating the privileges of members of the Medical
Staff and the Allied Health Professional Staff, and providing leadership in performance
improvement activities of the Corporation.
(b)
The Board of Directors, in the exercise of its responsibility to establish,
maintain and support an ongoing performance improvement program, shall delegate to the
Medical Staff initial authority for assuring appropriate professional care by members of the
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a
continuing review, analysis, and appraisal of the quality of care provided by members of the
Medical Staff and the Allied Health Professional Staff and an appropriate response to findings.
Such performance improvement activities shall be regularly reported, together with their results
and recommended responses, to the Board of Directors.
(c)
The Medical Staff and the Allied Health Professional Staff shall maintain
adequate and accurate medical records for all patients.
concerning:

(d)

Section 3.

The Medical Staff shall make recommendations to the Board of Directors
(i)

Appointments, re-appointments and alterations to Medical Staff
and Allied Health Professional Staff status;

(ii)

Granting, revocation and alteration of privileges;

(iii)

Corrective and disciplinary actions;

(iv)

All matters relating to professional competency; and

(v)

Such specific matters as may be referred to it by the Board of
Directors.

Medical Staff Bylaws.
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(a)
There shall be Bylaws, Rules and Regulations for the Medical Staff setting
forth its organization and government. Proposed Medical Staff bylaws, rules and regulations
shall be recommended and approved by the Medical Staff and shall become effective only upon
their approval by the Board of Directors, which approval shall not be unreasonably withheld.
(b)

The Medical Staff Bylaws shall include procedures for:
(i)

written, well-defined criteria for appointment, precluding the
possibility of discrimination according to color, national origin,
race, creed, sex or age;

(ii)

appointment, reappointment, delineation of privileges, curtailment
and revocation of privileges;

(iii)

an appeals mechanism for review of decisions to deny, curtail or
revoke privileges;

(iv)

a performance improvement program by which patient care is
regularly evaluated and verification of this evaluation and of
responsive actions taken is provided to the Board of Directors;

(v)

attestation by signature of each practitioner that he or she will
abide by the Medical Staff Bylaws, Rules and Regulations and the
policies of the Corporation and Health System;

(vi)

communication between the Board of Directors and the Medical
Staff through the Executive Committee of the Medical Staff;

(vii)

requiring that only a licensed practitioner with clinical privileges
shall be directly responsible for a patient’s diagnosis and treatment
within the area of such practitioner’s privileges; each patient’s
general medical condition shall be the responsibility of a physician
member of the Medical Staff; each patient admitted shall receive a
baseline history and physical examination by a physician or other
licensee who has the requisite privileges; a physician member of
the Medical Staff shall be responsible for the care of any medical
problems that may be present at the time of admission or that may
arise during hospitalization;

(viii)

the selection and appointment of officers of the Medical Staff and
of Medical Staff department chairpersons, all of whom shall be
subject to approval of the Board of Directors;

(ix)

restricting membership in the Medical Staff to physicians, dentists,
podiatrists and, when authorized, clinical psychologists, and
membership in the Allied Health Professional Staff to licensed
independent practitioners in categories approved for privileges
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who are competent in their respective fields, worthy in character
and in professional ethics; and
(x)

(c)

maintaining self-government by the Medical, Staff with respect to
the professional work performed at the Corporation and periodic
meetings of the Medical Staff to review and analyze clinical
experience at regular intervals, with patient medical records as the
basis for such review and analysis.

The Medical Staff Bylaws shall provide that:
(i)

there shall be no discrimination with respect to Medical Staff
privileges or the provision of professional services against a
licensed physician on the basis of whether that physician holds an
M.D. or a D.O. degree; and

(ii)

whenever staffing requirements for a service mandate that the
physician responsible for the service be certified or eligible for
certification by an appropriate American Medical board, such
position may be filled by an osteopathic physician who is certified
or eligible for certification by the equivalent appropriate American
osteopathic board.

Section 4.
Medico-Administrative Personnel.
Except as specified in written
requirements for such positions, physicians and specified professional personnel engaged by this
Corporation either full time or part time as employees or independent contractors in any medicoadministrative positions, shall not be required to maintain membership on the Medical Staff
Members of the Medical Staff in medico-administrative positions may be terminated from their
contractual relationship with this Corporation according to corporate policy or according to the
terms of their contracts.
ARTICLE XI
GENERAL PROVISIONS
Section 1.
Voting Interests. Subject to the limitations of Article VI, Section 2 of
these Bylaws (Reserved Powers of the Corporate Member), the Corporation may vote any and all
shares or other voting securities held by it in any other corporation or other entity and may
exercise any and all membership rights held by it in any other corporation. Such action shall be
undertaken or evidenced on behalf of this Corporation by such officer, agent or proxy as the
Board of Directors may appoint or, in the absence of any such appointment, by the Chairperson
of the Board or by an officer who is also a Director and, in such case, such person may likewise
appoint a proxy to vote such securities.
Section 2.
Checks, Drafts, Etc. All checks, drafts or other orders for payment of
money, notes or other evidences of indebtedness issued in the name of or payable to this
Corporation and any and all securities owned or held by this Corporation requiring signature for
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transfer shall be signed or endorsed by such person or persons and in such manner as from time
to time shall be determined by the Board of Directors.
Section 3.
Execution of Contracts. Except as otherwise provided in these Bylaws,
and subject to the System Authority Matrix, the Board of Directors may authorize any officer or
officers, agent or agents to enter into any contract or execute any instrument in the name of and
on behalf of this Corporation and such authority may be general or confined to specific instances.
Unless so authorized by the Board of Directors, no officer, agent or employee shall have any
power or authority to bind this Corporation by any contract or engagement or to pledge its credit
or to render it liable for any purpose or in any amount.
Section 4.
Inspection of Corporate Records. The accounting books and records of
this Corporation, the minutes of proceedings of this Corporation’s Board of Directors and
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as
member of this Corporation shall be open to inspection upon the written request by the Corporate
Member or any Director at any reasonable time and for any purpose reasonably related to the
interests of the Corporate Member, or the Director, as applicable. Such inspection may be made
in person or by an agent or attorney.
Section 5.
Annual Report. The Board of Directors shall cause an annual report to be
sent to each Director of this Corporation and to the Corporate Member, no later than one hundred
twenty (120) days after the close of this Corporation’s fiscal or calendar year. Such annual report
shall be prepared in conformity with requirements of the California Nonprofit Corporation Law.
Section 6.
Fiscal Year. The fiscal year of this Corporation shall begin on the first day
of July each year and end on June 30th of the following year.
Section 7.
Review of Bylaws. At least once every two (2) years, the Board of
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and
recommend revisions to the Corporate Member as necessary to assure their compliance with all
relevant requirements for licensure and accreditation of the health care facilities of the
Corporation by state agencies and The Joint Commission, respectively.
Section 8.
Financial Statements Must Be Made Available. If the Corporation
prepares an audited financial statement, such audited financial statement shall be made available
for inspection by the California Attorney General and by all members of the public no later than
nine months after the close of the relevant fiscal year in the same manner as the Corporation’s
Internal Revenue Service Form 990. Each annual financial statement shall be made available to
the public for three years.
Section 9.
Executive Compensation Review and Approval. The Board, or any
authorized Committee of the Board, shall review and approve the compensation, including
benefits, of the President and CEO and the CFO to ensure that each such officer’s compensation
is just and reasonable. Such review and approval shall occur when the officer is initially hired,
whenever the officer’s term of employment is renewed or extended, and when the officer’s
compensation is modified, unless such modification applies to substantially all employees.
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ARTICLE XII
INDEMNIFICATION AND INSURANCE
Section 1.
Indemnification. To the full extent permitted by law and in the manner
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability
and hold harmless any person who was or is a party to or is threatened to be a party to or is
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a
Director, officer, employee or other agent of this Corporation when serving in an official
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a
member, director, officer, employee or other agent of another corporation, domestic or foreign,
nonprofit or for-profit, partnership, joint venture, trust or other enterprise. The foregoing rights
of indemnification shall not be deemed to be exclusive of any other rights to which such person
may be entitled under applicable law, and shall continue as to a person who has ceased to be a
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of
the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent
such action, suit or proceeding survives the death of such person.
Section 2.
Payment of Expenses. This Corporation may pay expenses, including
attorney’s fees, incurred in defending any action, suit or proceeding referred to in this Article in
advance of the final disposition of such action, suit or proceeding as authorized by the Board of
Directors in the specific case and as permitted by law.
Section 3.
Insurance. This Corporation may purchase and maintain insurance on
behalf of any person who is or was a Director, officer, employee or other agent of this
Corporation when serving in an official capacity on behalf of this Corporation, or is or was
serving at the request of this Corporation as a member, director, officer, employee or other agent
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture,
trust or other enterprise, against any claim or liability asserted against such person and incurred
in any such capacity, or arising out of such person’s status as such, whether or not this
Corporation would be required or would have the power to indemnify such person against such
liability under this Article or otherwise.
ARTICLE XIII
MAINTAINING A UNIFIED HEALTH SYSTEM
Section 1.
Generally. In order to ensure the relationships between organizations in
the Health System that are necessary to maintain a unified system, this Corporation, in
accordance with policies established by the Corporate Member, shall require that the governing
document or documents of any entity of which this Corporation is the sole member or controlling
organization contain the following:
(a)
Provisions that reserve to this Corporation the powers over such entity as
may be required by applicable Health System policies;
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(b)
Provisions that reserve to such entity powers over organizations it
controls, as may be required by applicable Health System policies; and
(c)
Provisions that require such entity to require that the governing document
or documents of organizations it controls contain a provision that reserves to this Corporation, to
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set
forth in these Bylaws, the governing document or documents of such entity or applicable Health
System policies. The term “governing document or documents” is used in this Article as a
generic term to describe the organizational documents by which an entity is legally formed in a
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing
resolutions, articles of partnership, joint venture agreements, operating agreements and any other
document that creates or governs the organization or entity.
Section 2.
Exercise of Reserved Powers. All action by this Corporation as the sole
member or controlling person of an Affiliate shall be taken by this Corporation’s Board of
Directors.
ARTICLE XIV
GENDER AND NUMBER
Words used herein regardless of the number and gender specifically used, shall be
deemed and construed to include any other number, singular or plural, and any other gender,
masculine, feminine or neuter, as the context requires.
ARTICLE XV
AMENDMENTS
These Bylaws or any part thereof may be amended or repealed or new Bylaws may be
adopted by the affirmative vote of the Corporate Member.
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#14

Title 11, California Code of Regulations, § 999.5(d)(4)(B)

Applicant’s plan for use of the net proceeds after the close of the proposed transaction
together with a statement explaining how the proposed plan is as consistent as possible with
existing charitable purposes and complies with all applicable charitable trusts that govern
use of Applicant’s assets
The sole member of Applicant is VHS. VHS is also the sole member of St. Vincent Medical
Center Foundation, St. Francis Medical Center Foundation, and Seton Medical Center
Foundation (collectively, the “Foundations”). The Foundations are not part of this application.
The net proceeds from the sale of the Applicant’s assets will be used to pay administrative costs
related to the Bankruptcy Cases and creditors in the priority scheme set forth in the Bankruptcy
Code (i.e., secured creditors, priority unsecured creditors, and general unsecured creditors). After
the closing of the sale, and VHS’ other facilities, VHS and its affiliated entities will seek
confirmation of a plan of liquidation to be confirmed pursuant to Section 1129 of the Bankruptcy
Code, as approved by the Bankruptcy Court (the “Plan”). As part of the Plan, Applicant will be
dissolved.
VHS does not intend to change the articles of incorporation or bylaws of Applicant and none are
expected to be required as part of the Plan.

Title 11, California Code of Regulations, § 999.5(d)(5)
IMPACTS ON HEALTHCARE SERVICES

#15

Title 11, California Code of Regulations, § 999.5(d)(5)(A)

A copy of the two most recent “community needs assessments” prepared by applicant for
health facilities that are the subject of the agreement or transaction
1. Attached to this Section 999.5(d)(5)(A) as Exhibit 1 are the St. Francis Medical Center
Community Needs Assessments for Fiscal Years 2016 and 2019.

Title 11, California Code of Regulations,§ 999.5(d)(5)(A)
Exhibit 1
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Introduction

Introduction
An Overview
Providing compassionate, patient-centered care, St. Francis Medical Center (SFMC) is a nationally recognized 384-bed
acute care facility and proud home of a state-of-the-art Level II Trauma Center—one of the largest and busiest private
emergency/trauma centers in LA County. Founded in 1945, St. Francis offers a full complement of medical, surgical
and therapeutic services to more than 1.2 million area residents. Our medical center receives ongoing philanthropic
support from generous individuals and organizations that align with our service to the community through the St.
Francis Medical Center Foundation.

Our Values
The word “verity” refers to the state of being true. For all of us associated with Verity Health System, that means we will
be authentic in our interactions with our patients, their family members and with each other. We choose to align
ourselves with the following values, aspiring to live into these values each day so that they may guide our actions.
•
•

•
•
•

RESPECT
We demonstrate that we value others and ourselves through our words and actions.
CARING
We provide our patients and their families with compassionate, quality care, treating them and each other with
kindness.
INTEGRITY
We act with honesty and transparency and do the right thing.
PASSION
We are dedicated to making a difference in the health of our communities and in the lives of those we serve.
STEWARDSHIP
We are committed to being wise stewards of our resources, creative in our approach to challenges and
opportunities, and accountable for the results we want to achieve as a charitable organization.
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St. Francis Medical Center Service Area
SFMC provides quality medical care, educational programs and support services to the 1,000,000 residents of
communities in Southeast Los Angeles County including Lynwood, South Gate, Downey, Huntington Park, Bell,
Cudahy, Paramount, Bell Gardens, Long Beach, Maywood and Compton.
The patients of SFMC, located in Lynwood, California, generally live within a 5-mile area between the 110 Freeway on
the West, the 605 Freeway on the East, the 91 Freeway on the South and the Alameda Corridor on the North.
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Our Health Care Services
The Medical Center operates a 384-bed acute care hospital, with of the largest and busiest private emergency/trauma
centers in Los Angeles County. We offer a full range of diagnostic and treatment services provided by 1,900 associates
and 380 affiliated physicians. St. Francis is recognized for its full range of diagnostic and treatment services in
specialties including cardiovascular, surgical, orthopedics, maternal-child health and trauma, and its broad array of
outreach programs. Designated as an Advanced Primary Stroke Center by The Joint Commission, St. Francis Medical
Center is also an Approved Receiving Center for STEMI and Stroke for Los Angeles County.

St. Francis Medical Center’s specialized services include:
24-hour Emergency Services
Trauma Center – Verified Level II
Approved Primary Stroke Center by LA County EMS
Approved STEMI Receiving Center by LA County EMS
Approved for Emergency Pediatric Care
Base Station for L.A. County Mobile Intensive Care Squads
Helipad for Emergency Air Transport
Heart and Vascular Center
-Cardiovascular, Endovascular and Open Heart Surgery
-Coronary Care Unit
-Pacemaker Clinic
-2 Cardiac Catheterization Labs
-3 Interventional Labs
Inpatient and Outpatient Cancer Care Center
Maternal-Child Health - Family Life Center
-Obstetrics, Gynecology, Labor and Delivery
-Neonatal Intensive Care
-Perinatal Diagnostic Services
-Pediatrics
Diagnostic & Therapeutic Radiology
-CT Scan
-MRI/MRA
-Ultrasound

-3D Mammography
-Fluoroscopy
-Nuclear Medicine
-Radiation Therapy
-Interventional Radiology
36-bed Intensive Care Unit
Women’s Health Services
Orthopedics/Joint Replacement
Outpatient Ambulatory Care Services
Acute Renal Dialysis
Cardiopulmonary Laboratory
Physical, Occupational and Speech Therapy
Skilled Nursing Facility
Behavioral Health Unit
Children’s Counseling Center
Social Services
Spiritual Care Services
Patient Advocacy
Healthy Community Initiatives
Health Benefits Resource Center
Wound Care Center
Women’s Imaging Center
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Ensuring Health Care Access
Now under the leadership of Verity Health System, St. Francis Medical Center looks to a bright, vibrant future
that will allow us to transform the ways in which we deliver excellent medical care to our communities. In this
future, we will expand and create new clinical programs, making healthcare more accessible and affordable in
every market we serve, while remaining committed to providing quality, compassionate care to the patients
we are privileged to serve.
SFMC serves a significantly higher number of medically indigent patients than the average health care facility.
It is recognized as a disproportionate share hospital due to the number of low-income patients for which it
provides care and treatment. It is of note that approximately 76 percent of SFMC’s reimbursements for
service are derived from Medi-Cal, Medicare, and L.A. County.
To help meet the healthcare needs of our community, we provide comprehensive medical services as well as
outreach programs to address the whole person – body, mind, and spirit. Our outreach programs include a
Children’s Counseling Center, Health Benefits Resource Center, and Senior Wellness and Injury Prevention
programs. Healthy Community Initiatives bring health screenings, immunizations, and health education
though its mobile unit to more than 12,000 adults and children annually, and Vida Sana “Healthy Life”
provides nutrition, stress-reduction, fitness, and healthy lifestyle sessions that target heart health, obesity, and
diabetes through local church collaborations.
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Community Health Needs Assessment and Our Strategic Plan
The Community Needs Assessment is an integral part of the Medical Center’s Strategic Planning process, which is
managed by the Medical Center's Management Council. All strategic planning, budgeting and programming processes
are focused on assuring productive use of medical center resources to respond to the changing needs of our
community.
The results of the Needs Assessment are integrated into the Medical Center's long-range planning activity, as well as
program specific planning. During the annual update of the Medical Center’s strategic plan, data derived from the
Community Needs Assessment is integrated with the external environment analysis and the organizational analysis.
Additional input and information are gathered both informally and through community meetings with stakeholders and
community representatives.
The data presented in the Community Health Needs Assessment and the subsequent analysis and prioritization of
community needs form the foundation for SFMC’s Community Benefit Plan and corresponding programs. St. Francis
Medical Center’s Board of Directors reviews and gives final approval of SFMC's Community Benefit Plan.
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Responding to the Needs of Our Community
Providing high quality, compassionate care for every person who seeks our care is at the heart of SFMC’s mission.
SFMC’s ultimate goal is to dramatically improve the health of the community.
In response to the community’s needs, St. Francis Medical Center’s Wellness and Healthy Community Initiatives
reflect:
•
SFMC’s values of Respect, Caring, Integrity, Passion, and Stewardship.
•
A long tradition of creating innovative programs designed to meet community needs.
•
An unwavering commitment to building a healthier community.
•
Strong relationships with collaborative partners.
•
A commitment to utilizing the most advanced technology possible while delivering services in a caring, respectful
manner.
Our response requires an understanding of how key social forces, especially economic and social trends, are shaping
SFMC’s local community. Like most of Southern California, SFMC’s service area is part of a dynamic, diverse
community. This population presents a wealth of opportunity and also poses significant challenges as we seek to
provide effective medical care, educational programs, and support services to residents. Innovation, flexibility, value
focus, and strong collaborative relationships are essential to SFMC’s efforts to build a healthier community.
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How to interpret the data in this report
General Note:

The data in this report should be interpreted cautiously. Although the health indicator data may appear to suggest
changes in one particular direction, there are likely several conflicting, demographic processes affecting observed
patterns. For example, this report notes that there will be an increasingly elderly (age 65+) population in California over
the next decade (2014-2024), at the same time that the state will continue to absorb flows of migration (which are
predominantly a young adult population). Because health profiles vary among different age and race groups, health
indicator data should be interpreted carefully. Health indicator data should be analyzed in consideration of the state's
shifting racial and age dynamics.

Mortality Indicators:

The data for the mortality indicators are compiled from the Los Angeles County Department of Public Health, as well as
the California Department of Public Health Assessment & Policy Section/Data Analysis Reporting Unit and can be
compared across years to observe trends over time.

Health Indicators:

The data for the health indicators are compiled from the Key Indicator of Health reports from 2007, 2009 and 2013 as
well as from the Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Due
to changes in indicator criteria from one survey to the next, these data cannot be compared across years. The
California data are from the California Health Interview Survey from 2005, 2007, 2009 and 2015.

Demographic Projections:

The data for the population projections are compiled from the U.S. Census Bureau, American Community Survey 2014,
Public Use Microdata Sample. The data for the community profiles are compiled from the U.S. Census Bureau,
American Community Survey 2014 one-year estimates.

Focus Groups:

Supplementary data are included throughout this report from the transcripts of four focus groups that were conducted at
SFMC on June 21, 2016. The groups were comprised of key stakeholders, service providers and two groups of
beneficiaries (one in English and one in Spanish).
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Mortality: Leading Cause of Death

Mortality LA County (2012 1)
Coronary heart disease 2: In LA County CHD was the leading
cause of death at 115 per 100,000 and the leading cause of
premature death. Rates have decreased 20% from 2006-2010
(Table 1). Rates were highest among African American men
(234 per 100,000, -20% from 2006-2010) and white men (172
per 100,000, -20%), followed by African American women (130
per 100,000, -21%) (Table 3).

Rates have increased 30% from 2006-2011 (Table 1). Rates were
highest for white women (33 per 100,000, +31% from 2006-2011),
followed by African American women (27 per 100,000, +34%) and
white men (27 per 100,000, +25%) (Table 2).
Fig. 1

Stroke: Stroke was the 2nd leading cause of death at 33 per
100,000 (and the 2nd leading cause of premature death. Rates
have decreased 21% from 2006-2011 (Table 1). Rates were
highest for African American women (47 per 100,000, -24%
from 2006-2011) and men (42 per 100,000, -16%) (Table 2).
Lung Cancer 2 : Lung Cancer was the 3rd leading cause of
death at 29 per 100,000 and the 3rd leading cause of
premature death. Rates have decreased 8% from 2006-2010
(Table 1). Rates were highest for African American men (60 per
100,000, -25% from 2006-2011) and white men (40 per
100,000, -12%), followed by Asian/NHOPI men (35 per
100,000, -14%) and African American women (35 per 100,000,
possibly increasing slightly) (Table 2).

Fig. 2

COPD 2 : Chronic obstructive pulmonary disease (COPD) was
the 4th leading cause of death at 27 per 100,000 and the 2nd
leading cause of premature death for whites. Rates have
decreased 7% from 2006-2010 (Table 1). Rates were highest
for African American men (47 per 100,000, -13% from 20062011) and white men (39 per 100,000, -6%), followed by white
women (36 per 100,000, possibly increasing slightly) (Table 2).
Alzheimer's: Alzheimer's was the 5th leading cause of death at
24 per 100,000 but not a leading cause of premature death.
Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
1
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Mortality: Leading Cause of Death

Mortality LA County (2003-2012 1)
Table 1. LA COUNTY DATA

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Alzheimer’s

16

16

18

18

20

23

22

25

24

24

30%

Female breast CA

23

24

24

21

22

21

23

21

21

21

-1%

Colon cancer

18

17

17

16

15

15

15

14

14

14

CHD

199

183

178

173

156

146

135

138

122

115

-20%2

Diabetes

27

26

27

26

24

24

21

21

23

22

-10%

Drug OD

6

6

5

6

7

6

7

6

6

6

COPD

35

32

33

32

30

32

32

30

30

27

-7%2

Homicide

10

10

10

10

8

8

7

6

6

6

-43%

HIV

5

5

5

4

4

4

3

3

2

2

-44%

Cirrhosis

12

12

12

12

12

12

13

12

12

12

Lung cancer

39

37

36

36

34

33

33

33

31

29

MVC

10

10

10

10

9

8

7

6

6

7

P_I

30

27

28

27

25

24

22

22

21

20

-21%

Stroke

52

50

45

42

37

36

35

36

34

33

-21%

Suicide

8

7

7

7

7

8

8

8

8

7

MORTALITY HEALTH INDICATOR
Age-adjusted rates per 100,000

%
CHANGE
RATE RATE RATE RATE RATE RATE RATE RATE RATE RATE 2006-11

-8%2

2012 data not comparable to prior years

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality LA County (2012 1)
%
%
2012
LA County Lung Cancer2
Change
Change
Age-adjusted rates per 100,000 RATE 2006-2011 Age-adjusted rates per 100,000 RATE 2006-2011
Females
Females
Table 2. LA County Stroke

2012

White

33

-19%

White

33

Latina

30

-15%

Latina

11

Black

47

-24%

Black

35

Asian/NHOPI

27

-30%

Asian/NHOPI

18

-2%
1%

Males

Males
White

30

-22%

White

40

-12%

Latino

33

-21%

Latino

19

-6%

Black

42

-16%

Black

60

-25%

Asian/NHOPI
35
-14%
-19%
%
%
2012
LA County COPD
LA County Alzheimer's
2012
Change
Change
Age-adjusted rates per 100,000 RATE 2006-2011 Age-adjusted rates per 100,000 RATE 2006-2011
Females
Females
Asian/NHOPI

36

2

White

36

Latina

12

Black

26

Asian/NHOPI

9

1%
-24%

White

33

Latina

18

Black

27

Asian/NHOPI

15

31%
34%

Males

Males
White

39

-6%

White

27

Latina

18

-9%

Latina

17

Black

47

-13%

Black

21

Asian/NHOPI

22

-14%

Asian/NHOPI

9

25%
23%

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality LA County (2012 1)
%
Change
Age-adjusted rates per 100,000 RATE 2006-2010
Table 3. LA County CHD2

2012

Females
White

98

-23%

Latina

71

-16%

Black

130

-21%

Asian/NHOPI

57

-18%

Males
White

172

-20%

Latino

110

-17%

Black

234

-20%

Asian/NHOPI

101

-10%

Table 4. Leading causes of premature death LA County 2012
Females

1

2

3

4

5

White

CHD

Lung
cancer

Drug OD

Suicide

Latina

Breast
CA

Breast
CA
CHD

MVC

Black

CHD
Breast
CA

Lung
cancer

Asian

Breast
CA
Lung
cancer

CHD

Males

Liver Dis/
Diabetes
Cirrhosis
Diabetes

Stroke

Stroke

CHD

Suicide

Stroke

MVC

Uterine
cancer

Diabetes

1

2

3

4

5

White

CHD

Suicide

Drug OD

Latino

Homicide

CHD

MVC

Black

Homicide

CHD

MVC

Asian

CHD

Suicide

Stroke

NHOPI3

CHD

Homicide

Stroke

NHOPI3

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
3 Combined years 2011-2012 due to sample size.

Liver Dis/
MVC
Cirrhosis
Liver Dis/
Suicide
Cirrhosis
Lung
Diabetes
cancer
Lung
MVC
cancer
Lung
MVC
cancer

1
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Mortality: Leading Cause of Death

Mortality SPA 6 (2012 1)
Coronary heart disease 2 : In SPA 6, CHD was the leading
cause of death at 142 per 100,000 (= LAC rate) and the 2nd
leading cause of premature death. Rates have decreased 23%
from 2006-2010 (Table 5). The South (between 199-258) and
Southwest (between 199-258) health districts had the highest
rates.

Fig. 3

Stroke: Stroke was the 2nd leading cause of death at 44 per
100,000 (> LAC rate) and the 6th leading cause of premature
death. Rates have decreased 15% from 2006-2011 (Table 5).
The Compton (between 40-61) and South (between 45-76)
health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 3rd leading cause of
death at 37 per 100,000 (> LAC rate) and the 7th leading cause
of premature death. Rates have decreased 5% from 2006-2010
(Table 5). The Compton (between 35-54) and Southwest
(between 30-44) health districts had the highest rates.

Fig. 4

Diabetes: Diabetes was the 4th leading cause of death at 36
per 100,000 (> LAC rate) and the 5th leading cause of
premature death. Rates have decreased 10% from 2006 to
2011 (Table 5). The South (between 35-63) and Compton
(between 33-52) health districts had the highest rates.
COPD 2 : COPD was the 5th leading cause of death at 29 per
100,000 (> LAC rate) and the 13th leading cause of premature
death. Rates have increased 4% from 2006-2010 (Table 5).
The Compton (between 22-39) and South (between 20-43)
health districts had the highest rates.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality SPA 6 (2003-2012 1)
Table 5. SPA 6 DATA

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Alzheimer’s

13

18

17

16

14

19

19

17

22

20

Female breast CA

26

29

30

28

25

26

30

29

27

22

Colon cancer

22

24

21

22

17

19

21

17

17

19

CHD

260

234

223

224

199

183

187

173

155

142

-23%2

Diabetes

46

41

46

39

42

39

36

33

35

36

-10%

Drug OD

7

5

8

6

9

8

9

6

6

6

COPD

33

34

35

31

29

33

33

33

33

29

Homicide

30

33

35

29

23

22

18

17

17

17

HIV

12

13

9

7

9

10

8

5

4

4

Cirrhosis

15

17

14

16

17

15

17

18

18

18

Lung cancer

47

48

47

43

44

38

42

41

40

37

MVC

12

11

11

13

13

13

10

7

9

10

P_I

31

30

29

32

31

28

26

30

30

27

-6%

Stroke

66

66

60

54

57

53

48

48

45

44

-15%

Suicide

5

5

4

5

38

4

5

4

4

4

MORTALITY HEALTH INDICATOR
Age-adjusted rates per 100,000

%
CHANGE
RATE RATE RATE RATE RATE RATE RATE RATE RATE RATE 2006-11

-1%

4%2

-5%2

2012 data not comparable to prior years

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality SPA 7 (2012 1)
Coronary heart disease 2 : In SPA 7, CHD was the leading
cause of death at 109 per 100,000 (< LAC rate) and the leading
cause of premature death. Rates have decreased 21% from
2006-2010 (Table 6). The Bellflower (between 149-176) and
East LA (between 135-169) health districts had the highest
rates.

Fig. 5

Stroke: Stroke was the 2nd leading cause of death at 36 per
100,000 (> LAC rate) and the 5th leading cause of premature
death. Rates have decreased 4% from 2006-2011 (Table 6).
The Bellflower (between 31-44) and San Antonio (between 3145) health districts had the highest rates.
COPD 2 : COPD was the 3rd leading cause of death at 26 per
100,000 (< LAC rate) and the 16th leading cause of premature
death. Rates have increased 2% from 2006-2010 (Table 6).
The Bellflower (between 26-38) and San Antonio (between 2335) health districts had the highest rates.

Fig. 6

Diabetes: Diabetes was the 4th leading cause of death at 25
per 100,000 (> LAC rate) and the 7th leading cause of
premature death. Rates have decreased 12% from 2006 to
2011 (Table 6). The East LA (between 27-44) and San Antonio
(between 21-34) health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 5th leading cause of
death at 24 per 100,000 (< LAC rate) and the 9th leading cause
of premature death. Rates have decreased 11% from 20062010 (Table 6). The Bellflower (between 25-37) and Whittier
(between 19-30) health districts had the highest rates.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality SPA 7 (2003-2012 1)
Table 6. SPA 7 DATA

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Alzheimer’s

13

14

14

18

15

20

22

27

22

22

25%

Female breast CA

24

22

21

20

23

18

24

18

19

21

0%

Colon cancer

15

15

14

15

14

15

13

13

15

15

CHD

192

175

173

169

147

139

128

134

119

109

-21%2

Diabetes

33

34

36

34

28

31

29

28

30

25

-12%

Drug OD

6

5

4

6

6

5

6

5

3

5

COPD

40

36

30

31

33

34

32

32

28

26

Homicide

8

8

9

9

8

7

7

6

6

5

HIV

3

3

3

3

2

2

2

3

2

2

Cirrhosis

16

16

16

14

17

17

19

18

16

16

Lung cancer

35

35

32

31

32

32

27

28

30

24

MVC

9

8

8

9

10

9

7

7

7

7

P_I

25

25

24

26

21

22

23

20

19

21

-29%

Stroke

47

47

43

39

38

33

35

39

37

36

-4%

Suicide

7

5

6

5

5

6

7

5

6

5

MORTALITY HEALTH INDICATOR
Age-adjusted rates per 100,000

%
CHANGE
RATE RATE RATE RATE RATE RATE RATE RATE RATE RATE 2006-11

2%2

-11%2

2012 data not comparable to prior years

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality SPA 8 (2012 1)
Coronary heart disease 2 : In SPA 8, CHD was the leading
cause of death at 120 per 100,000 (< LAC rate) and the leading
cause of premature death. Rates have decreased 19% from
2006-2010 (Table 7). The Long Beach (between 197-226) and
Inglewood (between 154-181) health districts had the highest
rates.

Fig. 7

Stroke: Stroke was the 2nd leading cause of death at 35 per
100,000 (< LAC rate) and the 7th leading cause of premature
death. Rates have decreased 19% from 2006-2011 (Table 7).
The Long Beach (between 34-46) and Inglewood (between 3043) health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 3rd leading cause of
death at 31 per 100,000 (> LAC rate) and the 8th leading cause
of premature death. Rates have decreased 10% from 20062010 (Table 7). The Long Beach (between 30-42) and
Torrance (between 30-39) health districts had the highest rates.

Fig. 8

COPD 2 : COPD was the 4th leading cause of death at 30 per
100,000 (> LAC rate) and the 12th leading cause of premature
death. Rates have decreased 1% from 2006-2010 (Table 7).
The Long Beach (between 31-43) and Inglewood (between 2536) health districts had the highest rates.
Pneumonia/Influenza: P_I was the 5th leading cause of death
at 23 per 100,000 (> LAC rate) and the 21st leading cause of
premature death. Rates have decreased 18% from 2006-2011
(Table 7). The Inglewood (between 21-32) and Torrance
(between 20-28) health districts had the highest rates.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
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Mortality: Leading Cause of Death

Mortality SPA 8 (2003-2012 1)
Table 7. SPA 8 DATA

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

Alzheimer’s

16

14

17

17

20

22

21

24

24

23

41%

Female breast CA

23

26

25

18

23

22

25

21

23

22

25%

Colon cancer

19

18

15

16

15

16

16

15

16

13

CHD

219

196

189

177

168

149

137

144

127

120

-19%2

Diabetes

26

23

24

25

24

21

19

21

22

20

-13%

Drug OD

7

6

5

5

7

7

7

6

8

6

COPD

42

39

42

37

35

36

34

36

35

30

Homicide

12

11

10

12

9

9

9

8

8

7

HIV

4

5

5

4

5

5

4

3

3

3

Cirrhosis

11

10

11

11

12

11

11

12

12

12

Lung cancer

45

41

37

42

38

35

38

38

34

31

MVC

8

7

8

9

7

7

6

5

6

8

P_I

28

24

28

28

26

24

25

22

23

23

-18%

Stroke

54

50

49

45

39

36

35

39

36

35

-19%

Suicide

8

8

8

7

7

9

7

10

8

8

MORTALITY HEALTH INDICATOR
Age-adjusted rates per 100,000

%
CHANGE
RATE RATE RATE RATE RATE RATE RATE RATE RATE RATE 2006-11

-1%2

-10%2

2012 data not comparable to prior years

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2 Indicates change from 2006-2010 only due to changes in ICD-10 code.
1

22

MORBIDITY:
COMMUNICABLE DISEASES
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Health Indicators: Adults

Communicable Diseases 1
HIV
• A total of 1,820 LAC residents were reported as newly
diagnosed with HIV infection in 2013. The highest rates of
HIV diagnoses, although generally decreasing, are among
African American males and females
• IN the SFMC Area, HIV diagnoses and persons living with
HIV (PLWH) are concentrated in SPA’s 6 and 8
Gonorrhea
• A total of 14,555 cases of gonorrhea were reported in LAC
in 2014, with the majority (75%) occurring in persons 15-34
years of age. The number of reported cases has risen in
each of the past 5 years, which has resulted in a 51%
increase from 2010 to 2014
• In 2014, the highest rates of gonorrhea were among African
American males ages 20-29 and African American females
ages 15-24. The rate among African American females was
over 11 times higher than the rate among white females
and nearly 6 times higher than Latinas
Chlamydia
• A total of 52,098 cases of chlamydia were reported in LAC
in 2014. From 2010 to 2014, the number of reported cases
increased by 17%

• While chlamydia rates have risen in both males and
females, from 2010 to 2014, there was a 27% increase in
the rate among males compared to a 7% increase in the rate
among females with the highest rates among African
American males ages 20-29 and African American females
ages 15-24
Tuberculosis 2
• In 2013, there were a total of 662 cases of tuberculosis (TB)
confirmed in LA County. This represents a 6% increase from
625 cases in 2012. The TB case rate slightly increased from
6.7 per 100,000 during 2012 to 7.0 per 100,000 in 2013
• In 2013, Hispanics (44%) and Asians (41%) accounted for
85% of TB cases in LA County. The TB case rate was
highest among Asians (20.1 per 100,000), followed by
Blacks (7.7 per 100,000), Hispanics (6.4 per 100,000), and
non-Hispanic Whites (1.4 per 100,000) and were 14.4, 5.5,
and 4.6 times higher than among non-Hispanic Whites (1.4
per 100,000), respectively
• Hispanics represented a greater number of TB cases (292
cases in 2013) in LA County compared to other racial/ethnic
groups. Between 2012 and 2013, cases increased by 2%
among Hispanics and 11% among Asians

Division of HIV and STD Programs, Los Angeles County Department of Public Health. 2014 Annual HIV/STD Surveillance Report.
http://publichealth.lacounty.gov/phcommon/public/reports/rptspubdisplay. cfm?unit=dhsp&ou=ph&prog=dhsp. Published February 2016. Accessed
[08/12/2016].
2 Tuberculosis in Los Angeles County: Surveillance Report 2013. Los Angeles County Department of Public Health, Tuberculosis Control Program, Los
Angeles, CA. March 2015.
1
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Health and Wellness

Health and Wellness: Housing and Health
Housing has been shown to be an important social
determinant of physical and mental health and well-being
among adults and children. A 2015 study 2 by the Center for
Housing Policy highlights these benefits:
• Affordable Housing Can Improve Health Outcomes by
Freeing Up Family Resources for Nutritious Food and
Health Care Expenditures
• By Providing Families with Greater Residential Stability,
Affordable Housing Can Reduce Stress and Related
Adverse Health Outcomes
• Affordable Homeownership May Positively Impact Mental
Health; However, Unsustainable Forms of Homeownership
May Negatively Impact Health
• Well-Constructed and Well-Maintained Affordable Housing
Can Reduce Health Problems Associated with Poor-Quality
Housing
• Stable, Affordable Housing May Improve Health Outcomes
for Individuals With Chronic Illnesses by Providing an
Efficient Platform for Health Care Delivery
• Access to Neighborhoods of Opportunity Can Reduce
Stress, Increase Access to Amenities, and Lead to
Important Health Benefits

• By Alleviating Crowding, Affordable Housing Can Reduce
Exposure to Stressors and Infectious Disease
• Access to Affordable Housing Allows Survivors of Domestic
Violence to Escape Abusive Homes, Which Can Improve
Mental Health and Physical Safety
Families who pay more than 30% of their income for housing
are considered cost burdened, which can reduce an individual
or family’s ability to meet other necessities such as food,
clothing, transportation and medical care.1 In LA County, 52%
of households pay 30% or more of their income on housing.
Using 2008-2012 ACS 5-year estimates, SPA 6 had the most
cost burdened households (64%) 3
Homelessness creates additional obstacles of providing care
and tracking individuals for continuity of services:
•

•

The total estimated number of people experiencing
homelessness in Los Angeles County was 46,874, an
overall increase of 2,515 people or 5.7% from 2015
(44,359) 4
However, there was an 18% decrease in homeless family
members from 2015 to 2016 and unsheltered family
members decreased 35% 4

http://portal.hud.gov/hudportal/HUD?src=/program_offices/comm_planning/affordablehousing/ accessed on 08/13/2016.
Maqbool, N., Viveiros, J., Ault, M. (2015). The Impacts of Affordable Housing on Health: A Research Summary. Washington DC: Center for Housing
Policy, National Housing Conference.
3 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
4 Los Angeles Homeless Services Authority. 2016 Homeless Count Results Los Angeles County and LA Continuum of Care; updated May 10, 2016
1
2
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Health and Wellness: Housing and Health

4

•

African-Americans comprise 39% of the homeless
population 4

•

Since 2013, there has been a 55% increase in the
number of females experiencing homelessness in the LA
CoC 4

•

Females make up 61% of the overall homeless
population increase since 2013 4

•

There was a 12% increase in people ages 18 to 24 and in
people ages 25 to 54 from 2015 4

•

18% of the total population (7,868 people) had a history
of physical or sexual abuse, including domestic or
intimate partner violence and/or stalking 4

•

Females and transgender individuals experience higher
rates of violence and/or abuse 4

•

SPA 6 had the 2nd largest homeless population in 2016
(7,459), a decrease of 0.7% since 2015 4

•

SPA 8 had the 4th largest homeless population in 2016
(5,913), an increase of 10.5% since 2015 4

“When people have work and jobs they are feeling
more empowered, and once you have that you can be
empowered about your health and seek out preventive
services. It may take 10 to 15 or 20 times before they
want to accept those services as a homeless
person.”—Stakeholder focus group participant
“A great program we have in the southeast and a
fantastic resource is the partnership they have with
People Assisting The Homeless (PATH). We have had
many people that we have been able to help…within
the moment they send someone to counsel the person
and do an assessment and figure out how to get them
help. .”—Stakeholder focus group participant

Los Angeles Homeless Services Authority. 2016 Homeless Count Results Los Angeles County and LA Continuum of Care; updated May 10, 2016
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Health and Wellness: Comorbid Depression and Substance Abuse
Depression and substance abuse are common and tend to cooccur creating unique challenges for diagnosis and treatment.
A recent RAND study1 investigated this phenomenon among
safety-net clients in Los Angeles, specifically examining
“characteristics and service use among depressed, lowincome persons from minority groups in under-resourced
communities who did and did not have a substance abuse
history.”
The authors concluded that “Clients with depression and a
substance abuse history had significant psychosocial
stressors and high rates of service use, which suggests that
communitywide approaches may be needed to address both
depression and substance abuse in this safety-net
population.” The following were key findings:
• Of the 957 depressed clients, 217 (23%) were from
substance abuse programs; 269 (28%) clients from other
sectors had a substance abuse history, and 471 (49%) did
not
• Most clients from substance abuse programs or with a
substance abuse history were unemployed and
impoverished, lacked health insurance, and had high rates
of arrests and homelessness
• Clients from substance abuse programs or with a
substance abuse history were also more likely than clients
without a substance abuse history to have depression or
anxiety disorders, psychosis, and mania and to use
emergency rooms

Stakeholder focus group participants highlighted mental heath
and substance abuse issues and major concerns in their
communities:
“…regarding mental health in the homeless community
that have diseases, such as or diabetes, cardiovascular, working in tandem with depression and/or
anxiety, we see overdoses from substance abuse in
the emergency department. We need to have the
behavioral issues addressed, as we see our Hospitals
dealing with increased volume in the ED and overall in
various departments.”
—Stakeholder focus group participant
“We had a nonprofit mental health agencies health
collaborative for nine years to address the mental
health issues for our students in grades k-12. This year
we had 590 referrals, they are all on Medi-Cal, so now
we have a gap in servicing all our students who have
insurance... I concur with the issues regarding mental
health and substance abuse in our community/schools.
We have a lot of suicidal referrals…we see a lot of
homelessness in our community and foster situations.
.”—Stakeholder focus group participant
“When it comes to having a doctor treating a patient
that has a behavioral problem, we are not actually
curing the patient, we are just putting a band aid on
it.”—Stakeholder focus group participant

1 Chang, E.T., Wells, K.B., Gilmore, J., Tang, L., Morgan, A.U., Sanders, S., Chung, B. Comorbid Depression and Substance Abuse Among SafetyNet Clients in Los Angeles: A Community Participatory Study. Psychiatric Services. 2015; 66(3): 285–294.

29

Health and Wellness

Health and Wellness: Park Use in Los Angeles
Safe and accessible local parks are considered to be a key
resource for health/wellness both for physical activity and
community outreach, so it is important to gain a better
understanding of park use tendencies within the communities
we serve. A 2015 RAND study on park use and physical
activity among racial-ethnic groups in the City of Los Angeles1
highlighted numerous differences in racial-ethnic group park
use and levels of physical activity. The following were key
findings:
• Blacks and English-speaking Latinos were less likely than
whites to report being physically active, exercising in the
park, and exercising outside the park
• Spanish-speaking Latinos were equally likely as whites to
report exercising in park but less likely to report exercising
outside the park and more likely to report using the parks
for social interactions
• Asians/Pacific Islanders (PI)/others were more likely than
whites to report visiting the park in the past 7 days and
using the parks for social interactions.

Beneficiary focus group participants highlighted the
importance of local parks for both physical activity and
community outreach:
“…a lot of people hang at the park including the
homeless. Where my mom lives in Ontario there’s a
program that cooks up some food like hot dogs,
hamburgers for the community. Once the people get
there they can then offer, you know why you are here
let me check your blood pressure, and maybe even
provided some medication.”
—Beneficiary focus group participant
“Some people may not want to travel too far to receive
these resources. Services that are free, people want
and like to receive things that are free. I’ve started a
group that focuses on fitness. I pass out flyers to help
people get in shape, showing them simple stretches
and exercise with advice on healthy eating. I come
every Sunday at the park by the basketball courts.”
—Beneficiary focus group participant

• Urban parks appear to be an important resource for
physical activity and socialization, in particular among
Spanish-speaking Latino and Asians/PI groups

Pitkin-Derose, K., Han, B., Williamson, S., Cohen, D. Racial-Ethnic Variation in Park Use and Physical Activity in the City of Los Angeles. Journal
of Urban Health. 2015; 92(6): 1011–1023.

1
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Health and Wellness: Parks and Senior Preferences in Los Angeles
Numerous studies have established the physiological and
psychological beneﬁts of safe and accessible parks to seniors’
quality of life and longevity. As projections show, the 65+
population will increase greatly (between 22% and 27%) from
2014 to 2019, and increase again (between 18% and 31%)
from 2019 to 2024 in the state, county and SFMC Area. Thus,
ensuring that parks remain safe, enjoyable, and accessible for
older adults will be a critical factor in helping to mitigate
potential healthcare costs and social isolation over the next
decade.
A recent study of senior experiences in local park use in Los
Angeles1 investigated the following questions:
• What are the needs, preferences, and aspirations that lowincome, inner-city seniors have for neighborhood parks. Do
seniors of different races and ethnicities indicate different
preferences?
• What are the challenges and impediments that decrease
these seniors’ access to and use of neighborhood parks?
• What are some lessons for planners wishing to develop
senior-friendly parks in inner cities?

• Focus group participants expressed fear of unsupervised
youth at the parks, especially when skateboarding,
bouncing balls, or running around
• Crime was also a concern for many participants, who
described being victims of robbery, attempted robbery,
theft, and “disrespectful behaviors” from youth in public
spaces
• Seniors also convey concerns about homeless people,
drunkards, gang members, drug dealers, and people simply
loitering in parks
• These perceptions often deter many seniors from visiting
nearby parks, while lack of private transportation is a
barrier to visiting more distant parks that are perceived as
safer
• There were six desirable park characteristics highlighted: 1)
security, 2) good accessibility, 3) presence of natural
elements (greenery, wildlife), 4) age-friendly park design
and programming, 5) opportunities for walking and physical
activity, and 6) settings and programs that encourage social
interaction

The following were key findings:
• Perceptions of lack of safety and security are important
deterrents to visiting parks

Loukaitou-Sideris, A., Levy-Storms, L., Chen, L., Brozen, M. Parks for an Aging Population: Needs and Preferences of Low-Income Seniors in Los
Angeles. Journal of the American Planning Association. 2016; 82(3): 236–251.

1
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Health and Wellness: Parks and Senior Preferences in Los Angeles
The study also highlighted potential preference differences
between ethnic and cultural backgrounds:1
• Whites and Latinos were more open to age-integrated
parks than are Korean elders
• Many Korean women insisted that the park should be
fenced and gated and have constant monitoring, and also
suggested the use of different types of materials or facilities
to increase its safety

• All Asian-American participants (i.e., Koreans, Indians, and
Filipinos) were particularly sensitive to disrespectful
younger people
• Korean participants prefer straight walking trails, while
other elders prefer winding ones

• Korean men were more concerned than other groups about
their safety from falls, worrying about uneven sidewalks
and hilly walking paths and recommending handrails
• Korean participants were also the most critical of the lack of
cleanliness in existing parks
• Latinos focused more on the visibility and lighting at the
park
• White participants commented more on the facilities they
use at parks, such as having picnic tables big enough for a
group of seniors or a water fountain easily accessible to
seniors with walkers or in wheelchairs

Loukaitou-Sideris, A., Levy-Storms, L., Chen, L., Brozen, M. Parks for an Aging Population: Needs and Preferences of Low-Income Seniors in Los
Angeles. Journal of the American Planning Association. 2016; 82(3): 236–251.

1
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Health and Wellness: LGBTQ Access
A recent national study focused on LGB health examined the
associations between sexual orientation and barriers to health
care. 1 Five barrier-to-care outcomes were assessed:
• Delayed or did not receive care because of cost
• Did not receive speciﬁc services because of cost
• Delayed care for non-cost reasons
• Trouble ﬁnding a provider
• No usual source of care
The authors concluded that “members of sexual minority
groups, especially bisexual women, are more likely to
encounter barriers to care than their straight counterparts.”
The following were key findings:
• Relative to straight adults, gay or lesbian and bisexual
adults had higher odds of delaying or not receiving care
because of cost
• Bisexual adults had higher odds of delaying care for noncost reasons, and gay men had higher odds than straight
men of reporting trouble ﬁnding a provider
• By contrast, gay or lesbian women had lower odds of
delaying care for non-cost reasons than straight women.

• Bisexual women had higher odds than gay or lesbian
women of reporting 3 of the 5 barriers investigated
Stakeholder focus group participants acknowledged that the
LGBT population, in particular, experiences multiple barriers
to health/wellness and that in order to overcome those
barriers it is essential to partner with other community
organizations that work with LGBT community members:
“For the LGBT (community members) we rely heavily on
the community organization, who we view as the
experts (in serving that population), and those
populations find solace in receiving information from this
venue. So we rely on those organizations to help (LGBT
community members) access care or receive
information.”—Stakeholder focus group participant
A recent study examined the effects of the cumulative
victimization experienced by LGBT youths on mental
disorders. In the study’s sample of LGBT youths, 10.3%
experienced signiﬁcant increases in victimization, and 5.1%
maintained high levels across development from baseline
(mostly in high school) to follow-up four years later.
The authors concluded that youths with steadily high or
increasing levels of victimization from adolescence to early
adulthood are at higher risk for depression and post-traumatic
stress disorder. 2

1 Dahlhamer, J.M., Galinsky, A.M., Joestl, S.S. & Ward, B.W. Barriers to Health Care Among Adults Identifying as Sexual Minorities: A US National
Stud. AJPH. 2016; 106(6): 1116–1122.
2 Mustanski, B., Andrews, R. & Puckett, J.A. The Effects of Cumulative Victimization on Mental Health Among Lesbian, Gay, Bisexual, and
Transgender Adolescents and Young Adult. AJPH. 2016; 106(3): 527–533.
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Health and Wellness: Community Insight
According to beneficiary focus group participants, among
their communities’ primary health issues are:
•
Homelessness
•
Alzheimer’s
•
Diabetes (adults and children)
•
Obesity
•
High blood pressure
•
High cholesterol
•
Allergies/ influenza
Issues that negatively impact health and wellness in their
communities:
•
Lack of education about healthy living/ eating
•
Low incomes/ lack of affordable healthy foods
•
Parents lack resources to ensure healthier food options in
schools
•
Parents busy schedules between work and volunteering
at schools
•
Inadequate communication from schools
•
Inability to navigate information about available services
•
Lack of trust for medical/social service establishment and
mishandling of social service case files
•
Discrimination/ arbitrarily abusive treatment by staff and
cancellation of benefits
•
Lengthy wait times for appointments and ER visits
•
Lack of cultural/ local community experiences among
providers and outreach workers
•
Lack of free and affordable health benefits
•
Air pollution from freeways and environmental waste from
industrial facilities

Community resources highlighted as important to
health/wellness:
• Community fitness/ wellness programs (adults and
children)
• Access to produce gardens
• Healthy food options in grocery stores and schools
• Having health insurance coverage
• St. Francis Health Benefits Resource Center
• Spanish-speaking doctors
• Wider pool of Medi-Cal doctors
Most effective forms of communication/ trusted venues:
• Face-to-face (especially for undocumented)
• Written correspondence (e.g., flyers with tips and programs
distributed in schools and community) – People were mixed
on the value of this form of communication
• Television morning shows (e.g., with speakers that address
health and wellness topics)
• Awareness day events sponsored by the City
• Kiosks/tents at local parks/ grocery stores (specified Food 4
Less, $.99 stores, and Wallmart for low-income people)
• Recreation and community centers (including senior
centers)
• Churches
• Clinics/ Hospitals/ mobile medical units
• Schools (including preschools)
• Libraries
• Community forums
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Health and Wellness: Community Insight
According to Stakeholder and Provider focus group
participants, among their communities’ primary health
issues are:
•
Obesity
•
Diabetes (adults and children)
•
Hypertension
•
Mental health and substance abuse (in schools)
Issues that negatively impact health and wellness in their
communities:
• Poverty/ insufficient income in general
• Lack of education (general attainment, health/ wellnessrelated and child welfare laws)
• Lack of affordable housing
• High level of substandard living
• Cycle of violence
• Lack of affordable healthy food options
• Unsafe parks
• Inability to navigate information about available services
• Inability to afford childcare
• Poor quality produce in affordable local supermarkets
• Homelessness and currently sheltered but on the verge of
being homeless
• Untreated mental health issues (e.g., among homeless
population)
• Technology and regulatory needs related to HIPPA that
hinder sharing of information between providers

Disproportionately affected groups:
• African American men
• First generation Latinos
• Homeless (including growing problem of youth)
• Those living in neighborhoods impacted by violence
• LGBTQ population
• Undocumented (including mixed-status families)
• Children in foster care
• Seniors
Community resources highlighted as important to health/
wellness:
• Programs such as Community Health Improvement Plan
(CHIP) that address multiple issues
• Parks for exercise and communal planting of healthy foods
• WIC and "CalFresh – Better Food for Better Living“
campaign
• WIC Authorized Food List Shopping Guide and vendors,
“Can We Help?” brochure
• Watts Healthy Famers’ Market (education and Market
Match)
• St. Francis collaborations promoting breastfeeding
• St. Francis hospital-based gang intervention
• St. Francis Health Benefits Resource Center
• St Francis, City of Lynwood and coalition of parents
• Parents as Teachers program
• First 5 LA Best Start Communities
• Crystal Stairs
• People Assisting the Homeless for immediate counseling
and assessments
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Health and Wellness: Community Insight
Strategy considerations to improve health/ wellness: 1
• Provide incentives in addition to education (e.g., gift cards
to Wallmart or Food 4 Less)
• Provide financial incentives for attending classes
• Address financial and legal issues to enable access to care
• Increase legal service outreach and advocacy
• Inform community about program successes
• Address mental and physical health holistically and more
seamlessly (e.g., merging of LAC Mental Health, Health
Services, and Public Health)
• Follow-through on resource recommendations and provide
personal contacts to ensure continuity of care
• Utilize parent groups as forums for health/ wellness
outreach
• Partner with community organizations that specialize in
LGBTQ needs
• Provide comprehensive services (one-stop shop)

1

Strategies listed were suggested by individuals and should not be considered as endorsed collectively
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Health Indicators Adults
Environment and Neighborhood
• Percent of adults who perceive their neighborhood is safe
from crime was consistently lower in SPA 6 (40.3%)
compared to other areas for each time period, a decrease
of 37% from 2011
• Within SPA 6, the Southeast Health District (31.4%) had
the lowest percent of adults who perceived their
neighborhood is safe from crime followed by Southwest
(37.2%)
Access to Fresh Produce
• A much smaller percent of residents in SPA 6 (54.8%)
reported that they have easy access to fresh fruits and
vegetables compared to LA County, SPA 7, and SPA 8, a
decrease of 30% from 2011– SPA 7 and SPA 8 both
decreased from 2011 (21% and 14% respectively)
• Within SPA 6, the Compton (51.5%) and Southwest
(51.0%) districts were lowest
Health Status
• SPA 6 (30.6%) also had a higher percentage of residents
who reported fair/poor health status compared to LA
County, SPA 7 and SPA 8. This pattern has not changed
from 2011 to 2015

[In reference to the importance of community gardens]
”My neighbor has a variety garden and often times
when I don’t have enough money to buy produce at the
grocery store I buy different vegetables from her. It
would be a good idea for people with yard space to
plant gardens. That way people are eating healthier
and know what they are eating.”
—Beneficiary focus group participant
“It’s easier to get a $0.69 burger at Tom’s then get a
vegetable. Give a kid $2.00 that’s what’s they are
going to go and buy.”
—Beneficiary focus group participant
“I’ve been going out to certain meetings within the
community and what is hard for the community is that
they want to know how to have access to healthier
inexpensive food. You can tell anyone what they can
buy in order to eat healthier and educate them, But if
they don’t have higher paying jobs, food is
expensive…at least make the food affordable for them
to be able to eat to really tackle the challenge of
obesity, diabetes and hypertension.”
—Provider focus group participant

• Within SPA 6, the Southeast district was highest (47.4%)
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Health Indicators Adults (2005-2015 1) – LA County
Education, Environment and Neighborhood, and Health Status

Table A2. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.
2005

LA County
2007
2011

20152

Education (18-64 yrs)
Less than high school
High school
Some college or trade school
College or post graduate degree
Environment and Neighborhood
Perceived neighborhood is safe from crime

-

22.1%
18.6%
24.4%
34.9%

23.2%
22.3%
27.9%
26.6%

22.4%
21.5%
28.9%
27.2%

80.9%

82.1%

84.3%

84.0%

Easy to get fresh produce (fruits/vegetables)

-

36.0%*

89.7%

75.0%

3.5%

13.2%*

16.7%

14.9%

20.6%
2.4
6.4

18.5%
2.1
5.4

20.7%
2.1
5.4

21.5%
2.3
5.9

-

-

20.0%

19.2%

Household with children exposed to tobacco smoke at home
Health Status
Fair/Poor Health Status
Average # of days (past month) activities limited due to poor physical or mental health
Average number of unhealthy days (past month)
Percent of adults who provided care or assistance during the past month to another
adult

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults
Health Insurance
• In general, the percent of LA County adults (18+ years old)
who do not have health insurance decreased noticeably (46%)
from 2005 (21.8%) to 2015 (11.7%)
•

SPA 6 (17.9%) had the highest percentage of adults who do
not have health insurance. SPA 6 (52.8%) also had a higher
percentage of adults with public health insurance compared
to SPA 7 and SPA 8

•

Within SPA 6, the South (26.1%) and Southeast (27.8%)
districts had the highest percentage of adults with no
insurance

Access to Care
• Adults (18+ years old) who had difficulty accessing medical
care was highest in SPA 6 (32.5%)
•

Within SPA6, the South (36.4%) and Southeast (36.7%)
districts were highest
“You can only see doctors that are included in your
Medi-Cal plan. Maybe you don’t feel comfortable with
these doctors. All you want as a patient is to be
comfortable. Sometimes when I go to the doctor and
the interpreter translates I feel that they don’t do a good
job. I feel that the doctor didn’t really understand me.”
—Beneficiary focus group participant

“I appreciate the St. Francis Resource Center because
they always help me out. If you go to the Atlantic
(DPSS) office, you get treated very differently. They
have this attitude where they treat you as if you are
asking for a handout. They don’t have a helpful
attitude. Once I went to the Atlantic Center to sign my
children up for Medi-Cal. The social worker asked me
which of my three children got sick the most and
depending on my answer, that’s whom he would
submit a Medi-Cal application for. So only two of my
children were given Medi-Cal.”
—Beneficiary focus group participant

“The ER at St. Francis, and perhaps at other ER’s,
have very long wait times unless you have a critical
issue. I had a four-hour wait for my daughter who
needed stitches on her head and then had to pay
$2,000. If I have a similar issue with my children, I will
not bring them to St. Francis or another ER because
the wait times are too long, sometimes all day. This is
frustrating when you have a sick child and makes you
question whether you should bring your child in to the
ER for non-critical issues or try troubleshooting at
home.”
–Beneficiary focus group participant
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Health Indicators Adults (2005-2015 1) – LA County
Health Insurance, Dental Insurance, and Access to Care

Table A5. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.
Health Insurance (18-64 yrs)
Medi-Cal
Medicare
Public
Private
No Insurance
Covered California
Health Insurance (65+ yrs)
Medi-Medi
Medicare & Private
Medicare (only)
Medi-Cal (w/o Medicare)
Private
Public
Private & Public
No Insurance
Access to Care
No regular source of care
Difficulty accessing medical care

2005

LA County
2007
2011

20152

21.8%
-

22.0%
-

17.3%
1.4%
52.9%
28.5%
-

32.0%
1.6%
38.2%
49.3%
11.7%
4.1%

-

-

25.9%
25.4%
36.9%
3.4%
6.4%
2.1%*

8.7%
63.8%
27.1%
0.4%*

19.8%
30.1%

19.2%
27.3%

20.9%
31.7%

19.7%
23.6%

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults (2005-2015 1)–SPA 6, SPA 7, and SPA 8
Health Insurance, Dental Insurance, and Access to Care

Table A6. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.
SPA 6: South
2005
2007
2011 20152
Health Insurance (18-64 yrs)
Medi-Cal
28.9%
Medicare
Public
Private
No Insurance
Covered California
Health Insurance (65+ yrs)
Medi-Medi
Medicare & Private
Medicare (only)
Medi-Cal (w/o Medicare)
Private
Public
Private & Public
No Insurance
Access to Care
No regular source of care
Difficulty accessing medical care

2005

SPA 7: East
2007
2011

20152

2005

SPA 8: South Bay
2007
2011 20152

-

-

18.8%

-

-

-

16.8%

-

-

-

1.8%*

-

-

-

2.3%*

-

-

-

1.2%*

-

31.7%
-

32.9%
-

31.1%
38.2%
-

52.8%
29.3%
17.9%
-

23.2%
-

24.2%
-

46.5%
32.4%
-

39.9%
48.8%
11.3%
-

17.7%
-

17.9%
-

55.3%
26.7%
-

37.2%
53.2%
9.6%
-

-

-

38.0%
21.4%
27.8%
6.7%*
-

10.1%
72.9%
17.0%
-

-

-

33.4%
22.8%
28.1%
7.4%*
-

12.5%
67.2%
19.1%
-

-

-

22.3%
26.8%
41.6%
2.8%*
5.3%*
1.2%*

8.2%
66.1%
25.0%
-

26.9%
43.9%

20.9%
38.8%

26.5%
44.6%

23.4%
32.5%

19.1%
34.2%

19.4%
27.2%

18.1%
34.6%

21.4%
22.9%

17.0%
26.2%

16.5%
25.7%

18.8%
28.5%

17.5%
19.1%

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults
Preventive Services
• Percent of Adults (18+ years old) who reported having a flu
shot or pneumonia vaccination in the past 12 months was
consistently lower in SPA 6 (30.3%) compared to other areas
for each time period
•

Within SPA 6, the South (24.2%) and Southwest (28.7%)
districts were lowest

•

Percent of adults (65+ years old) who reported having a
pneumonia vaccination in the past 12 months was lowest in
SPA 6 (51.1%)

•

Within SPA 6 the Southwest district was lowest (45.4%)

Health Behaviors
• Percent of adults (18+ years old) who reported eating 5+
servings of fruits/vegetables a day was lowest in SPA 6
(9.6%)
•

Within SPA 6, the Southeast district was lowest (5.1%)

•

Percent of adults (18+ years old) who reported drinking at
least one soda or sweetened beverage a day was highest in
SPA 6 (41.9%) and SPA 7 (40.3%)

•

Within SPA 6 and SPA 7, the Compton (45.9%) and East LA
(54.6%) districts were highest

Chronic Conditions
• Compared to LA County (23.5%), the reported
percentages of adults (18+ years old) who are obese were
higher in SPA’s 6, 7 and 8 (34.1%, 28% and 24.1%,
respectively)—For SPA’s 6 and 7, the trend has remained
consistent over the years
•

Within SPA 6, the Compton district was highest (39.0%)
There are various outcomes that we are still seeing over
a long period of time…It has to do with lack of
education, lack of income, cycle of violence in our
community, affordable housing. In today’s papers there
were articles mentioning challenge with affordable
housing, health care and medication, and food for
people who are living substandard. So we need to start
looking up stream, such as, ‘why are thy obese’? in
some communities they don’t have safe parks where
you could provide safe places for exercise.
—Provider focus group participant
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Health Indicators Adults (2005-2015 1)– LA County
Preventive Services and Health Behaviors

Table A8. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Preventive Services
Pap smear in the past 3 yrs (women 21-65 yrs)
Mammogram in the past 2 yrs (women 50-74 yrs)
Flu shot in the past year (18+ yrs)
Flu shot in the past year (65+ yrs)
Pneumonia vaccination, ever (65+ yrs)
Health Behaviors
Binge drink
Smoke cigarettes
Eat 5+ servings fruits/vegetables a day
Drink at least one soda or sweetened beverage a day
Meet recommended physical activity a week (Aerobic)
Meet recommended physical activity a week (Aerobic &
Strengthening)
Physically inactive

2005

LA County
2007
2011

20152

83.8%
70.6%
40.7%*
57.7%

84.4%
73.7%*
51.9%
60.5%

82.8%
79.8%
28.7%
64.2%
61.3%

84.4%
77.3%
40.1%
69.0%
62.0%

17.3%
14.6%
14.6%
51.8%

16.2%
14.3%
15.1%
38.8%
53.2%

15.4%
13.1%
16.2%
35.5%
61.8%

15.9%
13.3%
14.7%
31.4%
65.1%

-

-

29.7%

34.1%

-

-

12.0%

10.9%

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults (2005-2015 1)–SPA 6, SPA 7, and SPA 8
Preventive Services and Health Behaviors

Table A9. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.
SPA 6: South
2005

2007

2011

SPA 7: East
2015

2

2005

2007

2011

SPA 8: South Bay
2015

2

2005

2007

2011

20152

Preventive Services
Pap smear in the past 3 yrs (women 21-65
83.3% 88.3% 87.4% 84.2% 84.9% 85.0% 83.3% 85.9% 83.2% 84.8% 83.3% 83.1%
yrs)
Mammogram in past 2 yrs (women 50-74 yrs) 69.1% 72.0%* 82.8% 77.6% 74.6% 77.0%* 81.1% 76.5% 71.0% 73.3%* 76.0% 74.4%
Flu shot in the past year (18+ yrs)

-

-

22.7% 30.3%

-

-

26.2% 36.4%

-

-

28.1% 41.8%

Flu shot in the past year (65+ yrs)

32.5%* 43.9%* 51.7% 62.1% 41.8%* 50.4%* 61.7% 63.0% 37.5% 50.2%* 63.9% 69.3%

Pneumonia vaccination, ever (65+ yrs)

49.5% 51.1% 53.9% 51.1% 55.6% 56.6% 62.4% 60.9% 57.1% 63.9% 62.9% 62.4%

Health Behaviors
Binge drink

13.7% 17.9% 16.9% 13.8% 17.8% 18.5% 15.7% 17.6% 17.6% 15.9% 16.3% 16.4%

Smoke cigarettes

17.3% 19.7% 13.3% 13.0% 10.7% 13.8% 14.4% 13.6% 16.7% 15.5% 13.0% 14.8%

Eat 5+ servings fruits/vegetables a day
Drink at least one soda or sweetened
beverage a day
Meet recommended physical activity a week
(Aerobic)
Meet recommended physical activity a week
(Aerobic & Strengthening)
Physically inactive

10.7% 12.7% 11.4%
-

9.6%

56.2% 35.2% 41.9%

13.9% 13.8% 12.4% 11.9% 16.6% 13.6% 17.2% 14.8%
-

54.0% 38.2% 40.3%

-

30.7% 37.7% 30.1%

45.6% 51.6% 61.0% 63.8% 51.5% 51.9% 61.1% 63.6% 52.5% 53.7% 64.2% 63.1%
-

-

28.1% 30.3%

-

-

29.9% 34.3%

-

-

31.7% 32.1%

-

-

12.0% 10.0%

-

-

11.6% 11.5%

-

-

12.3% 12.2%

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults (2005-2015 1) - CA and LA County
Chronic Conditions

Table A11. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Chronic Conditions/Outcomes
Obese
Overweight
Diabetes (ever diagnosed)
Hypertension (ever diagnosed)
High cholesterol (ever diagnosed)
Depression (ever diagnosed)

2005
20.9%
35.5%
8.1%
23.4%
23.7%
12.9%

LA County
2007
2011
22.2%
35.9%
8.7%
24.7%
29.1%
13.6%

23.6%
37.1%
9.5%
24.0%
25.6%
12.2%

20152
23.5%
35.9%
9.8%
23.5%
25.2%
13.0%

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Health Indicators Adults (2005-2015 1)–SPA 6, SPA 7, and SPA 8
Chronic Conditions

Table A12. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.
SPA 6: South
2005

2007

2011

SPA 7: East
2015

2

2005

2007

2011

SPA 8: South Bay
2015

2

2005

2007

2011

20152

Chronic Conditions/Outcomes
Obese

30.0% 35.4% 32.7% 34.1% 27.3% 26.6% 30.1% 28.0% 21.0% 24.4% 22.7% 24.1%

Overweight

38.7% 38.0% 37.3% 33.4% 37.7% 39.4% 40.1% 39.1% 38.7% 36.8% 42.8% 37.2%

Diabetes (ever diagnosed)

11.7% 12.3% 10.1% 12.3%

Hypertension (ever diagnosed)

29.0% 29.0% 28.4% 24.5% 23.9% 25.3% 24.4% 22.8% 24.5% 25.0% 24.5% 23.1%

High cholesterol (ever diagnosed)

18.3% 25.5% 22.9% 22.2% 27.1% 30.5% 25.4% 27.6% 24.3% 29.6% 26.5% 26.5%

Depression (ever diagnosed)

12.2% 13.6% 10.8% 11.9% 13.2% 13.4% 11.7% 12.6% 13.7% 13.8% 10.7% 13.1%

9.7%

11.0% 15.1% 11.2%

8.3%

8.8%

9.8%

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.

10.4%

1
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Health Indicators: Children

Health Indicators Children
Environment
• Percent of children (1-17 years old) who have easy access
to a park or playground was lowest in SPA 6 (78.5%)—
The highly disproportionate trend has remained consistent
over the years
•

Within SPA 6, the South (74.1%) and Southwest (74.6%)
districts were lowest

Breastfeeding
• Percent of children (0-5 years old) who were breastfed by
their biological mothers at birth and the percent who were
breastfed by their biological mothers for at least 6 months
were lowest in SPA 6 (88.2% and 44.7% respectively)
•

Within SPA 6, breastfeeding initiation was lowest in the
Compton district (81.1%), followed by the Southeast
district (87.7%) and breastfeeding for at least 6 months
was particularly low in the Compton district (37.0%),
followed by the Southwest district (42.6%)

“We have data out there the to show the importance of
education and attainment…lack of educational
attainment can lead to health issues, not being able to
afford a house, not having a good job or childcare…”
—Provider focus group participant

“Lynwood is between two major freeways the 710 and
105, which creates a lot of pollution in Lynwood.
Community members need to be more conscious of
their environment and reducing pollution, e.g. riding
bikes/using public transportation versus driving cars.
Perhaps we can be more conscious and informed
about what we can do—we’re getting older and need to
think about what type of world we are leaving behind
for our children. Everyone needs to do their parts. ”
—Beneficiary focus group participant

Childcare
• Percent of children (0-5 years old) whose primary
caretaker reported it is very or somewhat difficult to find
childcare on a regular basis (excluding those who reported
they do not need childcare) was highest in SPA 6 (43.1%)
•

Within SPA 6, the Compton district was lowest (31.7%)
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Health Indicators Children
Access to Care
• Percent of children (0-17 years old) whose primary
caretaker reported difficulty accessing medical care was
highest in SPA 6 (15.0%)
•

Within SPA 6, the South district was highest (16.5%)

Health Behaviors
• Percent of children who drink one or more sugar-sweetened
beverage a day was highest in SPA 6 (51.6%)
•

Within SPA 6, the Compton district was highest (54.2%)
“I think that parents are responsible for their children
having diabetes. My child was at risk for diabetes but
after watching her diet closely her sugar level
decreased. Parents play a big role in maintaining
children’s healthy diets. Schools are also responsible.
They serve a lot of junk food.”
—Beneficiary focus group participant

“…We knew that ten years ago there was obesity
among children. Since then we have joined forces...we
got them to do a challenge for the community to come
together and set up teams and do walking clubs to help
lose weight and at the end of the program they can
earn money. This program empowers the community to
take care of their health. Another concern is diabetes
and we need to constantly teach them about making
small health changes in what they cook and eat...I
believe now we have more collaboration going on with
St Francis, Department of public Health, Parks and
Recs and City of Lynwood.”
—Provider focus group participant

“I have two children with diabetes – for me it’s very
difficult because many foods make them sick and
sometimes I don’t know what to feed them.”
—Beneficiary focus group participant

58

Health Indicators: Children

Health Indicators Children (2005-2015 1)–SPA 6, SPA 7, and SPA 8
Dental Insurance, Access to Care, Health Behaviors, Reproductive Health,
and Infant Deaths
Table C6. Health Indicators for Children (0-17 years old) in Los Angeles County
Los Angeles County Health Survey 2015.
SPA 6: South
2005

2007

SPA 7: East

2011

20152/
20133

2005

2007

SPA 8: South Bay

2011

20152/
20133

2005

2007

2011

20152/
20133

Access to Care
No regular source of health care

12.0% 10.2%

7.3%*

4.2%

4.2%

7.3%

5.1%

6.4%*

6.8%

7.5%

4.5%*

3.3%

Difficulty accessing medical care
Did not obtain dental care because could not
afford it (past yr)
Health Behaviors

20.8% 19.9%

17.7%

15.0%

15.0%

15.4%

16.4%

9.5%

11.2%

11.6%

10.1%

7.0%

18.6% 17.7%

14.9%

10.4%

10.4%

15.0%

16.6%

11.5%

17.2%

13.3%

12.2%

11.9%

Family eat meals together every day
Drink at least one soda or sugar sweetened
beverage a day
Meet recommended physical activity (6-17 years)

-

-

-

65.7%

65.7%

-

-

64.1%

-

-

-

64.5%

-

55.4%

53.3%

51.6%

51.6%

49.8%

41.2%

45.3%

-

42.6%

40.4%

41.3%

-

34.4%

32.0%

28.1%

28.1%

44.2%

33.4%

31.2%

-

42.0%

30.1%

28.7%

149.6

74.1

51.1

44.33

101.0

42.7

30.9

23.83

86.4

35.3

25.7

19.23

8.3%

8.5%

8.1%

8.4%3

6.3%

6.9%

6.6%

6.5%3

7.3%

7.5%

7.1%

7.3%3

13.4% 13.3%3 15.2%

12.0%

12.0% 10.3%3 11.5%

11.7%

10.6% 11.3%3

3

Reproductive Health
Rate of births (per 1,000 live births) to teens
ages 15-19 years
Low weight (<2,500 grams) births (per 100 live
births)
Low weight (<2,500 grams) African American
births (per 100 live births)
Infant Deaths
Death rate < 365 Days

13.3% 14.4%
6.0

5.4

6.1

6.43

4.2

4.7

3.7

3.93

5.1

5.0

4.7

4.13

* Indicates that the indicator is statistically unstable due to the small sample size or unavailable.
Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
3Los Angeles County, Department of Public Health, Maternal, Child, and Adolescent Health Programs. Perinatal Health Indicators Los Angeles County
2013.
1
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Health Indicators: Children

Health Indicators Children (2005-2015 1) – LA County
Respiratory Disease and Chronic Conditions

Table C8. Health Indicators for Children (0-17 years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Respiratory Disease
0-17 years with current asthma
Chronic Conditions
Children in grades 5, 7, & 9 who are obese (BMI above the 95th percentile)

2005

LA County
2007
2011

20152

8.8%

7.9%

9.0%

7.4%

23.3%

22.9%

22.4%

21.2%3

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
3 California Department of Education, Data Reporting Office, DataQuest. http://data1.cde.ca.gov/dataquest/dataquest.asp
1
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Health Indicators: Children

Health Indicators Children (2005-2015 1) – SPA 6, SPA 7, and SPA 8
Respiratory Disease and Chronic Conditions

Table C9. Health Indicators for Children (0-17 years old) in Los Angeles County
Los Angeles County Health Survey 2015.
SPA 6: South

SPA 7: East

SPA 8: South Bay

2005

2007

2011

20152

2005

2007

2011

20152

2005

2007

2011

20152

9.0%

7.8%

9.4%

7.8%

8.8%

8.8%

9.9%

9.8%

11.0%

9.5%

11.5%

6.3%

29.0%

28.9%

29.0%

-

26.5%

26.0%

25.7%

-

21.6%

21.3%

20.7%

-

Respiratory Disease
0-17 years with current asthma
Chronic Conditions
Children in grades 5, 7, & 9 who are obese
(BMI above the 95th percentile)

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Key Indicators of Health by Service Planning Area;
March 2013, June 2009, April 2007.
2 Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
1
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Demographic Projections

Demographic Projections 1
Population Growth by Geography (Fig. P1)
LA County's population growth will mirror California's from 2014
to 2019; California's population is expected to grow 4.6%;
similarly, LA County is expected to grow 5.5%.

• SPA 6 will have 6.9% population growth (higher than the
state or county)
• SPA 7 will have 5.5% population growth (same as the
county)

However, LA County is projected to differ from state-wide
trends in population growth between 2019 and 2024;
California's population is projected to grow only 1.3%, while LA
County is projected to grow 6.2%.

• SPA 8 will have 4.8% population growth (similar to statewide)

Population growth in the SPA areas will generally follow statewide and county trends of substantial growth, from 2014 to
2019:

• SPA 7's population is projected to grow the most (5.6%)

1 U.S.

Between 2019 and 2024, SPA population growth will be larger
than that of the state--but still less than LA County as a whole:
• SPA 6 is projected at 3.4%
• SPA 8 is projected at 2.5%

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024

66

Demographic Projections

Demographic Projections 1
Population Growth by Geography and Race (Fig. P2)
Population growth, by race group, follows the same pattern
across all geographical areas. In all areas, between 2014-2019
or 2019-2024, the following is projected:
• Latino population growth will be large, between 6.0% and
8.9%
• Black population growth will be small, between -1.0% and
1.9%

1 U.S.

Asian population growth will be the most geographically
diverse. Between 2014-2019 or 2019-2024, state or countywide, the Asian population is projected to grow between 7.6%
and 9.2%. However, by SPA:
• SPA 6 will have the largest growth (at 25.1% and 23.7%
during the two time periods)
• SPA 7 will have the least growth (at 4.1% and 3.8%)
• SPA 8 will somewhat mirror state and county-wide trends (at
10.7% and 9.4% during the two time periods)

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Demographic Projections

Demographic Projections 1
Population Growth by Age and Geography (Fig. P3 – Fig.
P4)
Population growth, by age group, will follow some basic trends
across most geographies--in both time periods. These trends
are characterized by growth at the low end (ages 0-5) and high
end (ages 55-64 and 65+), but otherwise mixed growth by
cohort, geography and time period:
• The age 0-14 population will roughly increase between 0%
and 5%
• The 15-24 age group will generally decline between 0% and
-10%
• The 25-34 age group will increase (between 4% and 16%)
from 2014 to 2019, and decline (between 0 and -7%) from
2019 to 2024

1 U.S.

• The 35-44 age group will increase slightly (between 2% and
6%), from 2014 to 2019, then increase more substantially
(between 6% and 14%) from 2019 to 2024
• The 45-54 age group will increase slightly (between 0% and
3%) in most areas, across both time periods, but decline
(between -2% and -3%) in SPA 8
• The 55-64 age group will increase greatly (between 9% and
21%) from 2014 to 2019, but much less (between 1% and
8%) from 2019 to 2024
• Lastly, the 65+ age group will increase tremendously
(between 22% and 27%) from 2014 to 2019, and increase
tremendously again (between 18% and 31%) from 2019 to
2024

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Demographic Projections

Demographic Projections 1

1 U.S.

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Demographic Projections

Demographic Projections 1
Population Growth by Race and SFMC Area (Fig. P5)
• In the SFMC service area overall, Latino and Asian/PI
populations show gradual increase, while white and African
American populations show gradual decrease
• Latinos population will remain the overwhelming majority,
comprising 59% of the SFMC area population

1 U.S.

• The Asian/PI population is projected to have overtaken the
African American population slightly by 2024 in the SFMC
area
• As Spanish and Asian-language speaking households tend
to have relatively high rates of linguistic isolation, efforts
should be made to enhance outreach capacity appropriately

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Demographic Projections

Demographic Projections 1
Population Growth by Age and SFMC Area (Fig. P6)
• In the SFMC service area overall, 0-14 and 15-34 age
groups show a gradual decrease
• The 35-44 age group shows a decrease by 2019, but
increases again by 2024

1 U.S.

• The 45-64 age group shows a slight increase by 2019, but
then decreases by 2024
• The 65+ population is projected to grow significantly by 2024
to comprise 15% of the SFMC area population

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Appendix

Community Area Characteristics

•

County-wide, Asian speaking households are more likely
to be linguistically isolated than Spanish-speaking
households (32% versus 24%). The figures vary by
geography

•

Very little of the immigrant population entered the US in
2010 or after (county-wide 4%). Roughly 1/4 of the
immigrant population entered between 2000 and 2010,
1/4 between 1990 and 1999, and 1/2 before 1990. These
numbers vary slightly by geography

•

Very few persons identified with the ancestry categories
provided by the ACS (i.e. Mexican is not an option, but
West Indian or Yugoslavian is)

Table I. "At-A-Glance" Characteristics
•

There is a large share of foreign-born persons (between
36% and 56%) in most community areas, similar to
county-wide figures (46%)

•

Most community areas--with the exception of Downey-have a percentage of households living below poverty
that is higher than the county-wide average

•

Homeownership is much lower than the county-wide
average--except for the areas of Compton and Downey

•

The rate of households that are overcrowded (>1 person
per room) is much higher than the county-wide average,
in most areas--with the exception of Downey

•

•

All community areas have a proportion of 25 year-olds
with Bachelor's degrees that is much lower than the
county-wide average (most areas are between 3% and
6%; Downey is at 15%; LA County is at 20%)

Table III. Household Characteristics
•

In all areas (except for Downey), the composition of "subfamilies" was disproportionately more "Mother-child" than
the county-wide or LA city average (54%). (Other subfamilies were Married-couple or Father-child)

•

The percentage of persons with "less than High School"
education was much higher than the county-wide
average, but only slightly higher than LA city, for most
areas. The percentage of persons with "high school or
equivalent" was relatively similar to county-wide figures,
but the percentage of persons with "some college" was
lower, and the percentage of persons with a "Bachelor's
degree" was much lower

•

In community areas, the industry of employment was
slightly more likely to be in manufacturing or retail, but
slightly less likely to be in education, science or the arts

Unemployment is somewhat higher (12% to 13%) than
the county-wide average (10%) in almost all areas

Table II. Diversity Characteristics
•

The percentage of Spanish-speaking households is much
higher in most areas than the county-wide average;
however, in most areas only 1% of households speak an
Asian or Pacific Islander language (Downey is the
exception, at 6%)
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Appendix

Community Area “At-A-Glance” Characteristics 1
I. "At-A-Glance" Characteristics
Demographic Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Total Households

14,638

9,089

5,615

9,693

23,482

33,169

15,206

6,287

13,732

23,386

25,213

3,242,391

% of Households w/ subfamilies

13%

10%

13%

13%

15%

7%

16%

15%

11%

14%

13%

6%

52,581

31,672

21,589

38,143

82,773

91,727

61,916

24,935

46,311

83,889

94,868

7,568,195

Total Workers

46%

44%

44%

44%

44%

57%

43%

46%

47%

47%

40%

60%

Enrolled in School (pre-k thru 12)

26%

28%

32%

30%

30%

25%

29%

29%

31%

26%

30%

25%

Diversity Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Foreign born

29,631

15,661

11,450

19,282

29,731

39,431

28,505

12,779

20,627

41,865

41,249

3,484,350

56%

49%

53%

51%

36%

43%

46%

51%

45%

50%

43%

46%

Household Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Total Dwellings

15,266

9,529

5,770

10,054

25,221

34,405

16,024

6,539

14,357

24,205

26,837

3,462,075

Homeowners

26%

29%

17%

23%

55%

51%

44%

26%

38%

47%

36%

46%

Below poverty (past 12 months)

30%

28%

33%

29%

26%

12%

26%

29%

24%

21%

35%

18%

Overcrowded (>1 person/ room)

38%

28%

35%

37%

23%

11%

34%

40%

24%

25%

28%

12%

Total Population

Foreign born %

Education Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Total Population (Age 25+)

33,845

20,221

12,631

23,535

54,783

72,377

39,631

14,885

30,731

56,949

56,605

6,557,746

5%

5%

3%

4%

5%

15%

4%

4%

6%

5%

3%

20%

Bachelor's Degree
Workforce Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Civilian Labor Force (Age 16+)

27,822

16,121

10,840

19,095

42,893

57,597

30,488

12,751

24,852

45,471

43,262

5,062,981

13%

13%

13%

12%

15%

9%

12%

10%

12%

13%

12%

10%

16,362

17,202

17,570

16,922

18,306

26,759

17,287

17,439

19,804

18,587

15,944

24,826

Unemployment
Median income (past 12 months)

1 U.S.

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
City codes obtained from California Department of Transportation. http://www.dot.ca.gov/hq/structur/strmaint/brlog/table_c.htm
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Community Areas by Diversity Characteristics 1
II. Diversity Characteristics
Household Language

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

English only

4%

8%

5%

6%

45%

28%

15%

4%

28%

8%

26%

45%

Spanish

95%

89%

94%

94%

54%

61%

84%

95%

67%

90%

73%

34%

Asian/Pacific Islander

1%

1%

1%

1%

1%

6%

1%

0%

3%

1%

1%

12%

Other Language

0%

3%

0%

0%

1%

7%

1%

0%

2%

1%

1%

16%

Households in Linguistic Isolation

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

% of Spanish

34%

31%

32%

27%

21%

16%

23%

36%

23%

26%

30%

24%

% of Asian/PI

7%

0%

47%

25%

36%

24%

0%

53%

25%

26%

52%

32%

% of Other

62%

16%

50%

46%

3%

17%

26%

100%

16%

22%

22%

24%
LAC

Year of Entry (Foreign-born only)

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

Entered 2010 or later

2%

1%

2%

3%

2%

4%

2%

1%

2%

2%

3%

4%

Entered 2000 or later: Foreign-born

20%

18%

25%

23%

23%

15%

19%

24%

22%

16%

25%

24%

Entered 1990 to 1999: Foreign-born

29%

27%

30%

30%

29%

21%

28%

27%

25%

23%

27%

25%

Entered before 1990: Foreign-born

50%

55%

43%

47%

49%

63%

53%

48%

53%

60%

46%

49%

Ancestry

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Arab

0%

1%

0%

0%

0%

1%

0%

0%

0%

0%

0%

1%

Dutch

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

English

0%

0%

0%

0%

0%

1%

0%

0%

1%

0%

0%

1%

French

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

German

0%

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

2%

Greek

0%

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

0%

Irish

0%

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

1%

Italian

0%

0%

0%

0%

0%

1%

0%

0%

0%

0%

0%

1%

Polish

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

Russian

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1%

Subsaharan African

0%

0%

0%

0%

3%

0%

0%

0%

1%

0%

1%

1%

West Indian

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

Yugoslavian

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1 U.S.

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
City codes obtained from California Department of Transportation. http://www.dot.ca.gov/hq/structur/strmaint/brlog/table_c.htm
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Community Areas by Household Characteristics 1
III. Household Characteristics
HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Under 100% of poverty level

30%

28%

33%

29%

26%

12%

26%

29%

24%

21%

35%

18%

Between 100% to 199% of poverty level

37%

36%

33%

41%

31%

23%

35%

35%

33%

31%

34%

22%

Over 200% of poverty level

32%

36%

34%

30%

42%

65%

39%

36%

43%

48%

31%

59%

Level

Household Size

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

1 persons

12%

13%

8%

9%

14%

17%

11%

11%

15%

12%

14%

26%

2 persons

18%

19%

15%

14%

18%

25%

13%

13%

17%

17%

16%

27%

3 persons

19%

16%

20%

14%

18%

20%

16%

19%

17%

19%

16%

17%

4 persons

21%

23%

20%

26%

17%

18%

20%

20%

21%

20%

19%

15%

5 persons

14%

16%

18%

19%

15%

11%

17%

15%

14%

16%

16%

8%

6 persons

8%

7%

13%

9%

10%

6%

11%

10%

9%

9%

9%

4%

7+ persons

8%

6%

7%

9%

9%

3%

11%

12%

8%

7%

10%

3%

Subfamily Characteristics

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Number of Subfamilies

1,971

909

703

1,264

3,446

2,486

2,489

968

1,501

3,385

3,280

201,471

Married-couple subfamily

28%

32%

22%

24%

24%

34%

27%

23%

27%

31%

32%

38%

Mother-child subfamily

60%

62%

71%

59%

63%

54%

62%

61%

61%

59%

54%

51%

Father-child subfamily

12%

6%

7%

17%

13%

13%

10%

17%

12%

10%

14%

11%

Number of Units per Household Dwelling

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

1

49%

59%

48%

70%

79%

64%

68%

69%

55%

66%

73%

56%

2

5%

5%

4%

4%

3%

2%

2%

5%

1%

5%

5%

2%

3-4

10%

11%

6%

7%

6%

3%

8%

8%

5%

13%

8%

6%

5-9

12%

10%

9%

7%

4%

6%

9%

7%

5%

9%

6%

8%

10-19

11%

6%

13%

4%

2%

8%

6%

5%

6%

3%

2%

8%

20-49

6%

4%

10%

3%

1%

10%

5%

5%

7%

2%

1%

9%

50+

5%

2%

2%

1%

2%

7%

1%

1%

11%

2%

3%

9%

Mobile home

0%

4%

8%

4%

2%

1%

1%

0%

9%

1%

1%

2%

Boat, RV, van, etc.

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

0%

1 U.S.

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
City codes obtained from California Department of Transportation. http://www.dot.ca.gov/hq/structur/strmaint/brlog/table_c.htm
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Community Areas by Education Characteristics 1

IV. Education Characteristics
Highest Education (Age 25+)

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

Less than High School

60%

55%

56%

57%

40%

23%

49%

62%

43%

48%

54%

23%

High school or equivalent

19%

19%

24%

24%

27%

26%

26%

19%

27%

25%

25%

21%

Some College

15%

19%

15%

14%

27%

30%

19%

15%

22%

20%

17%

26%

Bachelor's Degree

5%

5%

3%

4%

5%

15%

4%

4%

6%

5%

3%

20%

Graduate Degree

1%

1%

1%

1%

2%

6%

1%

0%

2%

2%

1%

10%

HNTP

BELL

CDHY

BGDN

COM

DNY

LYN

MYD

PRM

SGT

LA

LAC

1%

1%

0%

1%

1%

0%

1%

1%

0%

0%

2%

1%

V. Workforce Characteristics
Industry of Employment
Agriculture, forestry, fishing and hunting, and
mining
Construction

7%

6%

9%

8%

6%

5%

7%

8%

6%

6%

9%

6%

Manufacturing

23%

17%

19%

20%

17%

13%

19%

22%

17%

19%

18%

11%

Wholesale trade

7%

6%

6%

5%

5%

5%

6%

7%

4%

6%

6%

4%

Retail trade

13%

15%

14%

15%

11%

12%

13%

13%

12%

14%

13%

11%

Transportation and warehousing, and utilities

6%

9%

12%

8%

9%

6%

9%

8%

9%

7%

8%

5%

Information
Finance and insurance, and real estate and
rental and leasing
and administrative and waste management
services
Educational services, and health care and
social assistance
Arts, entertainment, and recreation, and
accommodation and food services

1%

1%

1%

1%

1%

2%

1%

2%

2%

1%

1%

4%

3%

2%

3%

2%

3%

8%

2%

2%

4%

4%

3%

6%

7%

8%

6%

8%

10%

9%

8%

8%

10%

8%

9%

12%

16%

16%

13%

14%

20%

21%

15%

14%

17%

18%

14%

21%

9%

9%

8%

9%

7%

9%

9%

7%

9%

7%

9%

11%

Other services, except public administration

5%

7%

7%

7%

7%

5%

7%

8%

7%

7%

7%

6%

Public administration

2%

3%

1%

1%

4%

5%

2%

1%

2%

2%

2%

3%

1 U.S.

Census Bureau, American Community Survey 2014, Public Use Microdata Sample
City codes obtained from California Department of Transportation. http://www.dot.ca.gov/hq/structur/strmaint/brlog/table_c.htm
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Community Assets and Collaborators

Community Stakeholder and Provider Participation
Bet Tzedek
City of Lynwood Recreation and Community Services
City of Southgate
College of Science and Health Charles Drew University of
Medicine and Science
Community Health Initiatives/ Volunteer Services St. Francis
Medical Center
Health and Education Commission City of Huntington Park
Health Benefits Resource Center St. Francis Medical Center
Homeless Outreach Program, Integrated Care System
Huntington Park Parks and Recreation Commission
LA BioMed WIC Program
LA County Department of Public Health
Los Angeles Child Guidance Clinic
Lynwood Unified School District
Office of California Assembly Speaker Anthony Rendon
Office of Congresswoman Janice Hahn
Office of Senator Ricardo Lara
Office of Supervisor Mark Ridley-Thomas
Program Office, Health Care California Community Foundation
Stars Behavioral Group
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Executive Summary
St. Francis Medical Center (SFMC) is dedicated to serving the health care needs of the
communities of Southeast Los Angeles. The SFMC vision is to be a values-driven
integrated health care delivery system in collaboration with those who share its values.
As required by state and federal law, SFMC has undertaken a Community Health
Needs Assessment (CHNA). California Senate Bill 697 and the Patient Protection and
Affordable Care Act through the IRS section 501(r)(3) regulations direct nonprofit
hospitals to conduct a Community Health Needs Assessment and develop an
Implementation Strategy every three years. The purpose of this Community Health
Needs Assessment is to identify and prioritize significant health needs of the community
served by SFMC. The health needs identified in this report help to guide the hospital’s
community benefit activities.
The Community Health Needs Assessment was conducted in partnership with PIH
Health Hospital - Whittier, PIH Health Hospital - Downey, and Kaiser Permanente
Downey Regional Medical Center. This partnership was established because there is
significant overlap in the service areas of St. Francis Medical Center with PIH Health
Hospital - Whittier, PIH Health Hospital - Downey, and Kaiser Permanente Downey
Regional Medical Center.

Community Definition
St. Francis Medical Center is located at 3630 East Imperial Highway, Lynwood,
California 90262. The hospital service area includes 17 ZIP Codes in 11
cities/communities. The service area is located in LA City Council Districts 8 and 15 and
comprises portions of Service Planning Areas (SPAs) 6 and 7. The hospital service area
was determined from the ZIP Codes that reflect a majority of patient admissions.
Assessment Process and Methods
Secondary and primary data were collected to complete the CHNA. Secondary data
were collected from a variety of local, county and state sources to present a
demographic profile, social determinants of health, health care access, birth indicators,
leading causes of death, acute and chronic disease, health behaviors, mental health,
substance use and misuse, and preventive practices.
The analysis of secondary data yielded a preliminary list of significant health needs,
which then informed primary data collection. The following criteria were used to identify
significant health needs:
St. Francis Medical Center
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1. The size of the problem (relative portion of population afflicted by the problem)
2. The seriousness of the problem (impact at individual, family, and community
levels)
Primary data were obtained through 20 focus groups that engaged 232 persons,
surveys with 12 community stakeholders and interviews with 21 community
stakeholders, public health, and service providers, members of medically underserved,
low-income, and minority populations in the community, and individuals or organizations
serving or representing the interests of such populations. The primary data collection
process was designed to validate secondary data findings, identify additional community
issues, solicit information on disparities among subpopulations, ascertain community
assets potentially available to address needs and discover gaps in resources.
Priority Health Needs
The community stakeholders were asked to prioritize the significant health needs
according to highest level of importance in the community. A brief description of the
health needs listed in priority order follows:
1. Chronic diseases – Heart disease, cancer, and stroke are the top three causes of
death in the service area. Diabetes is the fourth leading cause of death and lung
disease is the fifth leading cause of death. In the hospital service area 12.2% of
adults have been diagnosed with diabetes, which is higher than the county rate
(9.8%). In the service area, 9.3% of children have been diagnosed with asthma.
This is higher than the county rate of asthma among children (7.4%).
2. Access to health care – Among service area children, ages 0 to 17, 96.9% are
insured. 85.2% of area adults have health insurance. 95.8% of children and
72.9% of adults in the service area have a regular source of health care.
Stakeholders noted there is a long wait for appointments and a lack of
transportation is a barrier to accessing care.
3. Mental health – In the hospital service area, 6% of adults in SPA 6 and 9.1% of
adults in SPA 7 have seriously thought about committing suicide. 9.5% of SPA 6
adults and 10.8% of adults in SPA 7 had experienced serious psychological
distress in the past year. Stakeholders noted there is a stigma associated with
mental health. Many people do not want to talk about their mental health issues.
There is shame associated with it that prevents people from getting services.
4. Substance use and misuse – The Healthy People 2020 objective for cigarette
smoking among adults is 12%. 12.5% of adults in the service area smoke
cigarettes. In SPA 6, 47% of the population had tried marijuana and in SPA 7,
41% of the population had tried marijuana. For those who had misused
prescription drugs, sedatives were the most likely to be misused in SPA 7 (52%),
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and Vicodin was the most likely to be misused in SPA 6 (44%). Community
stakeholders noted an increased incidence in substance use and insufficient
resources to address the issue.
5. Economic insecurity – Among the residents represented in the hospital service
area, 26.6% of individuals live in households that have incomes <100% of the
Federal Poverty Level. In SPA 6, 70% of children are categorized as povertylevel or low-income (<200% FPL); 54.6% of children in SPA 7 are poverty-level
or low-income. The unemployment rate in the service area ranges from 3.5% in
Downey to 7.5% in Compton.
6. Food insecurity – 36.5% of households in the hospital service, with incomes
less than 300% of the Federal Poverty Level, are food insecure. This rate of food
insecurity is higher than found in the county (29.2%). Community stakeholders
identified students and seniors being impacted by food insecurity.
7. Violence and injury – 58.3% of adults in the service area perceived their
neighborhoods to be safe from crime. In the service area, the age-adjusted death
rate from homicides was 11.6 per 100,000 persons. This rate was more than
double the county and state rates for homicides. The Healthy People 2020
objective for homicide is 5.5 per 100,000 persons. Stakeholders noted that
people are afraid to go out in the neighborhoods as they don’t feel safe.
8. Dental care – 55.3% of adults in the service area did not visit a dentist in the
past year. 10.3% of children in the service area did not obtain dental care in the
past year because they could not afford it. The stakeholders commented on the
high cost of dental care and a lack of low-cost services.
9. Overweight and obesity – 31.6% of adults in the service area are obese with a
Body Mass Index of 30.0 or above. This is higher than the rate of obesity in the
county (23.5%). The Healthy People 2020 objective for adult obesity is 30.5%.
The Healthy People 2020 objective for teen obesity is 16.1%. 22.8% of teens in
SPA 6 and 9.3% of teens in SPA 7 are obese. Stakeholders spoke about the
common problems with eating junk food and not getting enough exercise.
10. Housing and homelessness – In the service area, 8.6% of adults reported
being homeless or not having their own place to live or sleep. This is higher than
the county rate (4.8%). From 2015 to 2018, there has been an increase in the
homeless population with chronic illness in SPAs 6 and 7. A stakeholder noted,
“Two or three families commonly share one apartment. Transients live in their
cars and young adults still live with their parents because they cannot afford to
move out.”
11. Sexually transmitted infections (STIs) – In the service area, the death rate
from HIV was 3.2 per 100,000 persons. This rate was higher than the county HIV
death rate (2.4 per 100,000 persons) and the state rate of HIV death (1.9 per
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100,000 persons). The rate of new cases of sexually transmitted infections (STIs)
was higher in the service area for chlamydia and gonorrhea than in the county.
12. Preventive practices – In the service area, 55.7% of children, 6 months to 17
years, and 31.6% of adults have been vaccinated for influenza. The Healthy
People 2020 objective is to have 70% of the population receive a flu shot. The
Healthy People 2020 objective for Pap smears is 93% of women, ages 21-65
years, be screened in the past three years. In the service area, 83.2% of women
had a Pap smear
13. Birth indicators – The rate of premature births (occurring before the start of the
37th week of gestation) in the service area, is 5.9%. This rate of premature births
is higher than the county and state rate (5.3%) of premature births. Teen births
occurred at a rate of 95.8 (9.6%) per 1,000 live births in the service area. This
rate is higher than the teen birth rate in the county (5.6%) and state (5.5%).
14. Pneumonia and influenza – In the service area, the pneumonia and influenza
death rate was 25.7 per 100,000 persons, which was higher than county (22.7
per 100,000 persons) and state rates (16.8 per 100,000 persons).
Report Adoption, Availability and Comments
This CHNA report was adopted by the St. Francis Medical Center Board of Directors on
June 18, 2019.
This report is widely available to the public on the hospital’s web site at
https://stfrancis.verity.org/SFMC/about.php#about-panel2. Written comments on this
report can be submitted to LindaWoo@verity.org.
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Introduction
Background and Purpose
St. Francis Medical Center (SFMC) is a comprehensive, nonprofit health care institution
that serves the residents of Southeast Los Angeles. SFMC is a 384-bed facility that
offers a full range of diagnostic and treatment services. SFMC operates one of the
largest and busiest private emergency/trauma centers in Los Angeles County. The
hospital’s Heart and Vascular Center, Maternal-Child Health Program, Orthopedics/Joint
Replacement Program, Surgical Services, Imaging Services, Behavioral Health and
Wound Care facilities offer comprehensive services to the community. SFMC is a
Primary Stroke Care Center and STEMI Receiving Center, both approved by the Los
Angeles County Emergency Medical Services Agency.
In addition to its acute and outpatient health care services, SFMC operates educational
and community service programs. SFMC is dedicated to nurturing healthy children and
families, fostering self-sufficiency, enhancing individual and community well-being, and
achieving excellence in facilities and technology. SFMC’s goal is to improve the health
and well-being of the community.
The passage of the Patient Protection and Affordable Care Act and California SB 697
require tax-exempt hospitals to conduct Community Health Needs Assessments
(CHNA) every three years and adopt Implementation Strategies to meet the priority
health needs identified through the assessment. A CHNA identifies unmet health needs
in the service area, provides information to select priorities for action and target
geographical areas, and serves as the basis for community benefit programs. This
assessment incorporates components of primary data collection and secondary data
analysis that focus on the health and social needs of the service area.
Service Area
St. Francis Medical Center is located at 3630 East Imperial Highway, Lynwood,
California 90262. The hospital service area includes 17 ZIP Codes in 11
cities/communities. The service area is located in LA City Council Districts 8 and 15 and
comprises portions of Service Planning Areas (SPAs) 6 and 7. The hospital service area
is detailed below by community and ZIP Code, and was determined from the ZIP Codes
that reflect a majority of patient admissions.
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Project Oversight
The Community Health Needs Assessment process was overseen by:
Linda Woo
Director, Marketing & Communications
St. Francis Medical Center
Consultant
Biel Consulting, Inc. conducted the Community Health Needs Assessment. Biel
Consulting, Inc. has over 24 years’ experience conducting hospital Community Health
Needs Assessments and working with hospitals to develop, implement, and evaluate
community benefit programs. Dr. Melissa Biel conducted the SFMC Community Health
Needs Assessment. She was joined by Sevanne Sarkis, JD, MHA, MEd, Denise
Flanagan, BA and Trixie Hidalgo, MPH. www.bielconsulting.com
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Data Collection Methodology
Secondary Data Collection
Secondary data were collected from a variety of local, county and state sources to
present community demographics, social determinants of health, health care access,
birth indicators, leading causes of death, acute and chronic disease, health behaviors,
mental health, substance use and misuse, and preventive practices. When available,
data sets are presented in the context of Los Angeles County and California to help
frame the scope of an issue as it relates to the broader community.
Sources of data include: the U.S. Census American Community Survey, California
Department of Public Health, California Health Interview Survey, Los Angeles County
Department of Public Health, Think Health LA, County Health Rankings, California
Department of Education, California Office of Statewide Health Planning and
Development and California Department of Justice, among others.
Secondary data for the service area were collected and documented in data tables with
narrative explanation. The tables present the data indicator, the geographic area
represented, the data measurement (e.g. rate, number, or percent), county and state
comparisons (when available), the data source, data year and an electronic link to the
data source. Analysis of secondary data includes an examination and reporting of
health disparities for some health indicators. The report includes benchmark
comparison data that measure the data findings as compared to Healthy People 2020
objectives, where appropriate. Healthy People 2020 objectives are a national initiative to
improve the public’s health by providing measurable objectives and goals that are
applicable at national, state, and local levels. Attachment 1 compares Healthy People
2020 objectives with service area data.
Primary Data Collection
SFMC conducted interviews, focus groups and surveys to gather information and
opinions from persons who represent the broad interests of the community served by
the hospital. SFMC participated in the LA Partnership, a collaborative of LA County
hospitals, the Los Angeles County Department of Public Health, the California
Community Foundation and the Hospital Association of Southern California (HASC), to
develop primary data questions.
Interviews
Twenty-one (21) interviews were completed from October 2018 to March 2019.
Community stakeholders identified by the collaborative hospital partners were contacted
and asked to participate in the needs assessment. Interviewees included individuals
St. Francis Medical Center
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who are leaders and/or representatives of medically underserved, low-income, and
minority populations, local health or other departments or agencies that have current
data or other information relevant to the health needs of the community. Input was
obtained from the Los Angeles County Department of Public Health.
The identified stakeholders were invited by email to participate in a phone interview.
Appointments for the interviews were made on dates and times convenient to the
stakeholders. At the beginning of each interview, the purpose of the interview in the
context of the needs assessment was explained, the stakeholders were assured their
responses would remain confidential, and consent to proceed was given.
Interview questions focused on the following topics:
• Most significant health issues in the community
• Social, cultural, behavioral, environmental or medical factors contributing to poor
health in the community
• Who is most affected by the significant needs
• Effective strategies or actions for addressing the needs
• Services most challenging to access
• Potential resources to address the identified health needs, such as services,
programs and/or community efforts
• Potential areas for coordination or collaboration to address community health
needs
• Additional comments and concerns
In addition, strategic questions, which focused on specific health needs, were included.
These questions matched stakeholder expertise or experience with the significant
health needs. For example, a stakeholder who worked for a mental health services
agency was asked specific questions about mental health concerns, barriers and
resources.
Focus Groups
Twenty (20) focus groups were conducted from September 2018 to February 2019 and
engaged 232 persons. The focus group meetings were hosted by trusted community
organizations. An organization contact was available to answer any questions at each
focus group. At the beginning of each focus group, the purpose of the focus group and
the community assessment were explained, the participants were assured their
responses would not be attributed to them as responses would be aggregated. The
focus group discussions were voice recorded for ease of documenting the discussion.
Before beginning the discussion, the facilitator asked for oral consent from each of the
participants that they wished to participate in the focus group and agreed to be voice
St. Francis Medical Center
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recorded. The focus group participants were asked to share their perspectives related to
topics within the following areas:
• Biggest issues and health concerns facing the community.
• Issues, challenges, barriers faced by community members specific to the
identified health needs.
• Special populations or groups most affected by a health need.
• Suggestions for addressing the community issues and needs.
• Other comments or concerns.
Surveys
A survey was provided to selected stakeholders, representing community organizations,
including schools and nonprofit organizations, who had not been reached through an
interview or focus group. The survey was available in an electronic format through a
Survey Monkey link. The surveys were completed from January 25 to February 8, 2019.
Twelve (12) surveys were collected.
Survey questions focused on the following topics:
• Biggest issues and health concerns facing the community.
• Issues, challenges, barriers faced by community members specific to the
identified health needs.
• Special populations or groups most affected by a health need.
• Gaps or challenges to address these needs.
• Resources available to help address the needs.
A list of the community stakeholders can be found in Attachment 2.
Public Comment
In compliance with IRS regulations 501(r) for charitable hospitals, a hospital Community
Health Needs Assessment (CHNA) and Implementation Strategy are to be made widely
available to the public and public comment is to be solicited. The previous Community
Health Needs Assessment and Implementation Strategy were made widely available to
the public on the website https://stfrancis.verity.org/SFMC/about.php#about-panel2.
Public comment was solicited on the reports; however, to date no comments have been
received.
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Identification and Prioritization of Significant Health Needs
Review of Primary and Secondary Data
Significant health needs were identified from secondary data using the size of the
problem (relative portion of population afflicted by the problem) and the seriousness of
the problem (impact at individual, family, and community levels). To determine size or
seriousness of the problem, the health need indicators that were identified in the
secondary data were measured against benchmark data; specifically, county rates,
state rates and/or Healthy People 2020 objectives. Indicators related to the health
needs, which performed poorly against one or more of these benchmarks, met this
criterion to be considered a health need.
The following significant health needs were determined:
• Access to health care
• Birth indicators
• Cancer
• Dental health
• Diabetes
• Economic insecurity
• Food insecurity
• Heart disease/stroke
• Housing/homelessness
• Kidney disease
• Liver disease
• Lung disease/asthma
• Mental health
• Overweight and obesity
• Pneumonia and influenza
• Preventive practices (vaccines and screenings)
• Sexually transmitted infections/HIV
• Substance use and misuse
• Violence and community safety
Priority Health Needs
The list of significant health needs informed primary data collection. The primary data
collection process was designed to validate secondary data findings, identify additional
community issues, solicit information on disparities among subpopulations, ascertain
community assets to address needs and discover gaps in resources. Community
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•

They are packed with low-income people who cannot pay for services. It is an
indication of how great the need is.
Children may have dental coverage but their parents do not take them to the dentist.
It is because of a lack of information and understanding.
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•

•
•

many young moms don’t commit to breastfeeding and they give up very easily.
For low-income and immigrant communities, there is lack of comfort and trust. They
will not go to organizations for breastfeeding information or follow-up. They go to a
family member or a neighbor for information. Some families feel that breastfeeding is
something that is too intimate to discuss with a stranger.
Teen pregnancy is an ongoing issue among our families.
For pregnant patients who have a mental health condition or they are experiencing a
mental health issue, it is hard to find them care. It is hard to find mental health care
anyway, but it is especially difficult if you are pregnant.
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•
•

•

•

•
•
•

Many issues are interrelated with chronic diseases: poor housing, food insecurity,
homelessness, and lack of health care access.
Depending on your level of income, you can experience transportation issues,
barriers with access to physicians, low levels of health literacy and language
barriers.
With lung disease, patients often don’t administer their medications properly. They
do not know how to manage their symptoms before they become so severe that their
condition becomes an emergency.
There needs to be more education around cancer awareness. Among African
Americans and Latinos, the incidence is not greater, but their mortality is higher
because the cancer is not being detected early.
In some families, there are so many family members with chronic diseases they are
desensitized to it.
We are not able to access specialists who can help treat chronic diseases.
Women with cancer may delay talking to anyone about changes in their breasts until
the cancer is well advanced.
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•
•
•

•

•

•
•

There is a lack of organizations that provide mental health for seniors.
There are a limited number of psychiatrists in the community. Most of the resources
are not available in the community so people have to travel to get care.
There are a lot of undiagnosed psychiatric issues where patients may be selfmedicating with drugs and alcohol. With a lack of resources, people tend to continue
to deteriorate and have no other alternative but to go to the ED.
The homeless have mental illness issues, which affects their ability to function in
society. The challenge is they don’t follow-up with their medications and therapy.
And many of them have co-occurring mental health and substance use issues.
There is a stigma associated with mental health. So many people do not want to talk
about their mental health issues. There is shame associated with it that prevents
people from getting services.
There is a lack of awareness and knowledge of where to go for services. There are
not a lot of resources available for low-income residents.
In our Spanish speaking community, we don’t have enough bilingual therapists and
psychiatrists, or assessments for children and adults.
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•
•
•
•
•

•
•

•
•

use among youth.
In some cases, the parents are supplying the kids with drugs and having the kids sell
the drugs to make money for the family.
There is a waiting list everywhere for substance abuse treatment.
There are not enough community resources for substance use assistance.
Crack and meth are big issues among the homeless.
I’m concerned about all the marijuana shops we have. More and more people are
now using marijuana. When they smoke it around me, then I’m smoking it, too. And
our kids are breathing it, too.
Mental health issues and substance use are frequently seen together.
Marijuana and meth in my community are common. And when people are on meth,
they are dangerous. They are hallucinating and it is dangerous to them and
everyone around them.
Kids do drugs to fit in or they think it is cool. Prescription pills are very easy to get.
Some people are selling drugs to make money. The drug culture leads to crime and
violence.
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Community Input – Preventive Practices
Community stakeholders identified the following issues, challenges and barriers related
to preventive practices. Following are their comments, quotes and opinions edited for
clarity:
• Some cultures use a lot of home remedies. They don’t get preventive care or go for
annual checkups.
• Most insurance now covers preventive care and checkups. People do not have to
pay extra to get routine screenings and vaccines.
• Services are available but people still don’t know what is accessible for their families.
• People of color don’t use sunscreen because they don’t think they need it.
• The major issue is the need for more education in the community.
• We are doing a good job of increasing awareness about flu shots. And flu shots are
easily accessible.
• We don’t have money for preventive care, we wait until an issue gets to be a
problem and then it is too late a lot of times.
• The pneumonia vaccine is a challenging one because people don’t know they need
the vaccine.
• We need more campaigns to get people vaccinated for the flu and pneumonia.
• Rumors continue about the harmful effects of the flu shot. We have to do a better job
of communicating the benefits and highlighting the risks of not getting vaccinated.
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Healthy Community Initiative’s school-based nurse provided preventive health
services and education to private elementary schools that lack the resources to retain a
staff school nurse. In FY17, 5,993 children and 2,488 family members received health
services; 2,859 health screenings were provided. In FY18, 4,191 students and 1,838
family members received health services and 2,225 health screenings were provided.
Welcome Baby is a key component of a multi-faceted approach to providing primary
health prevention, parent education, and linkage to social services for St. Francis
Medical Center’s maternity patients. Welcome Baby offers personalized prenatal, postpartum, and hospital visits with a professionally trained Parent Coach, from pregnancy
through the baby’s first 9 months, for families living within First 5 LA’s Best Start
Communities. Families residing outside of the Best Start Communities are eligible for
the Welcome Baby hospital visit and up to three additional home visits, if needed.
Available at no cost to all maternity patients, the Welcome Baby continuum of care also
includes breast-feeding support from Welcome Baby staff (who are all Certified
Lactation Educators), referrals to community resources, and an in-home visit by a
registered nurse within the first week following mom and baby’s discharge from the
hospital.
Using Parent Coaches, Welcome Baby addresses prenatal testing, home
planning/safety, labor signs, breastfeeding, depression screening, family nutrition,
observation for jaundice and hydration, infant assessments, and growth and
development milestones. Through prenatal and postpartum hospital and home-based
visits, Parent Coaches develop a relationship with the families and provide education in
a convenient and comfortable setting, and help to ensure parents are connected to
appropriate health care services.
St. Francis has partnered with SHIELDS for Families to provide hospital and homebased services to participating Welcome Baby patients. SHIELDS is a nonprofit
organization with a mission of developing, delivering, and evaluating culturally sensitive,
comprehensive service models that empower and advocate for high-risk families in
South Los Angeles.
In FY17, 1,182 mothers were enrolled in Welcome Baby. Of the enrolled moms,
Welcome Baby ensured that 82% of parents scheduled a well-baby visit within two
weeks of birth and 99.5% scheduled a two-month well-baby visit, 96% were connected
to local food resources, 94% received a home safety and security screening, and 95%
had a medical home link and health care coverage for their babies within nine months of
birth. In FY18 1,573 mothers were enrolled in Welcome Baby and received preventive
and health care access services and linkages.
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Transportation services were offered to 3,571 patients and their families in FY17 to
increase access to health care. IN FY18, 5,710 persons received transportation support.
Dental and Oral Care was provided at no cost to individuals who did not have
insurance or the financial means to cover the cost of major dental procedures. A key
objective of this program was to provide oral and dental care services to patients with
special needs—those with physical, medical, developmental, or cognitive conditions. In
FY17, 5 special needs individuals were provided with dental care.
Heart Disease, Stroke, Diabetes and Obesity
Healthy Community Initiatives (HCI) provided health screenings, immunizations, and
health education at area schools, churches, businesses and community organizations.
HCI provided health screenings for blood pressure, cholesterol, glucose, and body fat
(BMI). Screenings were integrated with health education, fitness classes, wellness and
healthy lifestyle programs, and community collaborations that engaged children, adults,
and seniors.
HCI’s mobile unit provided on-site preventive health services at community locations
throughout SFMC’s service area. This included health screenings and childhood
vaccinations. Vision and audio screenings were provided at elementary schools. The
mobile unit offered free flu shots at community sites. In FY17, HCI provided health
screenings and education with a primary focus on heart disease, stroke, diabetes and
obesity to 9,209 senior, adults, and children, and to 7,010 people in FY18.
In addition, HCI collaborated with the City of Lynwood and Lynwood Unified School
District to launch a school district wellness policy; pass a Healthy Parks Resolution that
addressed healthy vending options, physical activity opportunities, safety, adequate
lighting, and tobacco-free space; initiate a walking club; organize community gardens;
teach CPR to 66 community members; coordinate 11 Nutrition Parent Workshops with
94 participants, present four exercise sessions at Lynwood Park at which 47 community
members were educated on “Healthy Eating Tips,” “Active Adults,” “Hydrating,” and “My
Plate” (eating a nutritionally balanced meal); and conduct 11 parent collaborative
meetings to build a community network focused on health and wellness. Through HCI’s
collaboration with LA County’s Choose Health LA Kids (CHLAK) program, St. Francis
Medical Center helped to establish 13 CHLAK restaurant relationships and
commitments to offer smaller-sized meal portions and hosted 24 grocery store tours and
30 healthy food demonstrations.
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HCI also conducted nutrition classes at St. Philip Neri School in Lynwood, reaching 119
children in grades K through 5th; hosted four health screening events in Lynwood for
seniors at which 97 seniors received 712 health screenings, including blood pressure,
height and weight, and body fat (BMI); and provided school-based health screenings
and health education at three South LA elementary schools at which 4,191 students,
1,838 parents and family members, and 519 faculty and staff benefited from HCI
services. 2,225 health screenings were administered and 30 education classes were
held.
Breastfeeding
SFMC maintained the Baby-Friendly designation by Baby-Friendly USA, the U.S.
authority for the implementation of the Baby-Friendly Hospital Initiative, a global
program sponsored by the World Health Organization and the United Nations Children’s
Fund (UNICEF). SFMC continued to provide programs to increase breastfeeding rates.
In FY17, 62% of delivering moms initiated breastfeeding in the hospital, and 26.4%
practiced exclusive breastfeeding from birth to discharge. In FY18, 68% of delivering
moms initiated breastfeeding in the hospital, and 22.8% practiced exclusive
breastfeeding from birth to discharge.
Environment and Neighborhood
The Injury Prevention Program worked with schools, hospitals, and other public and
private organizations to help prevent traumatic injury. The program addressed safety,
suicide, bullying, domestic and gang violence, and self-esteem.
The South LA Trauma Center (TRC) is a collaborative effort to coordinate services
and resources for crime victims in South Los Angeles, helping to mitigate the long-term
physical, mental and emotional trauma associated with violent crime. The TRC –
implemented by St. Francis Medical Center, Southern California Crossroads, and other
partners –provided a multidisciplinary continuum of care to victims. The South LA TRC
made crime victim compensation application assistance available to clients and
provided victims with access to physical and mental health services (including
emergency psychiatric services as needed). In FY17, 1,048 persons were served, and
in FY18, 1,390 persons were served.
The Children’s Counseling Center School-based Counselor provided behavioral
health services for children, adolescents and their parents. Services ranged from
intervention and treatment for the victims of child abuse to comprehensive prevention
education programs. In FY17, the school-based counselor served 1,260 students, family
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members and faculty/staff (duplicated – some received services more than one time). In
FY18, the counselor served 200 (unduplicated).
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Attachment 5. Maps of Selected Community Needs
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Title 11, California Code of Regulations, § 999.5(d)(5)(B)

A description of all charity care provided in the last five years by each health facility that is
a subject of the agreement or transaction
The costs of charity care for the last five years at the Applicant’s facility is as follows:

Charity care costs are determined by identifying qualifying patients according to the Financial
Assistance Policy, attached to this Section 999.5(d)(5)(B) as Exhibit 1. The general ledger
captures the charges for each patient identified as a charity care patient. The aggregate charges
for these patients are multiplied by the cost-to-charge ratio and totaled for all patients.
As reflected in the table included above, charity care costs have generally been declining since
closure of the BlueMountain Transaction due to a reduction in the number of uninsured patients
following implementation of the Affordable Care Act (“ACA”). Specifically, as a result of
implementation of ACA in California, more than 5 million individuals obtained healthcare
coverage through either Medi-Cal expansion or the introduction of Covered California health
plans. See California Hospital Association Letter to the Office of the Attorney General dated
September 8, 2017, attached to this Section 999.5(d)(5)(B) as Exhibit 2. Over 90% of
Californians are now insured, with the uninsured rate falling from somewhere between 15-17%
in 2013 to 7.2% in 2018. US. Census Bureau, Health Insurance Coverage in the United States:
2018, Table 6. The uninsured rate in Los Angeles County was 9% in 2017. Largely as a result of
decreases in the number of uninsured, uncompensated care costs across California general acute
care hospitals decreased 64% from $5.1 billion in 2013 to $1.6 billion in 2017.6
We include below a more detailed listing of charity care expense for FY 2015-2019, breaking out
costs by category of patient (i.e., inpatient, ED, and non-ED outpatient) with volumes
attributable to each category of services.

See OSHPD Hospital Annual Financial Data, available at https://data.chhs.ca.gov/dataset/hospital-annualfinancial-data-selected-data-pivot-tables.
6

Title 11, California Code of Regulations,§ 999.5(d)(5)(B)
Exhibit 1

III. Definitions
“Amount Generally Billed” (AGB) means the maximum charge that may be
billed to a patient who is eligible for Financial Assistance under this Financial
Assistance Policy. No patient eligible for Financial Assistance will be charged more
than the AGB for the eligible service(s) (as defined below) provided to the patient.
Verity Health calculates the AGB on a facility-by-facility basis using the “lookback” method by multiplying the “Gross Charges” (as defined below) for any
Eligible Services that it provides by AGB percentages, which are based upon past
claims allowed under Medicare fee for services (FFS). Verity Health’s AGB
percentage and how the AGB percentages were calculated are reflected in the AGB
Calculation methodology, Attachment B1.
“Charity Care” means Medically Necessary Services provided at no cost to a
Financially Qualified Patient whose income is at or below 200 percent of the
Federal Poverty Level.
“Discounted Payment” means that a Hospital shall limit the expected payment for
Medically Necessary Services to a discounted rate for Financially Qualified
Patients whose income is between 201 and 350 percent, inclusive, of the Federal
Poverty Level.
“Essential Living Expenses” means expenses for any of the following: rent or
house payment and maintenance; food and household supplies; utilities and
telephone; clothing; medical and dental payments; insurance; school or child care;
child or spousal support; transportation and auto expenses, including insurance,
gas and repairs; installment payments; laundry and cleaning; and other
extraordinary expenses.
“Federal Poverty Level” (FPL) is defined by the poverty guidelines updated
annually in the Federal Register by the U.S. Department of Health and Human
Services. Current Verity FPL guidelines are reflected in Attachment B2. The Verity
Revenue Cycle Management (“RCM”) Department will update the FPL guidelines
annually upon publication of updated poverty guidelines in the Federal Register.
“Financially Qualified Patient” means a patient who is both of the following:
A patient who is a Self-Pay Patient, as defined in Section III.L, or a

1.

Patient with High Medical Costs, as defined in Section III.J; and
2. A patient whose family income does not exceed 350 percent of the
Federal Poverty Level.
“Gross Charges” are total charges on a patient account for all services provided.
“Hospital” when capitalized means one of the Verity Affiliated Hospitals listed on
Attachment A.
“Income” includes, but is not limited to, wages, salaries, Social Security payments,
public assistance, unemployment and workers’ compensation, veterans’ benefits, child
support, alimony, pensions, regular insurance and annuity payments, income from
estates and trusts, assets drawn down as withdrawals from a bank, sale of property or
liquid assets and one-time insurance or compensation payments.
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“Medically Necessary Service” means a service or treatment provided or billed by a
hospital that is either an emergency service or is otherwise necessary to treat or
diagnose a patient and could adversely affect the patient’s condition, illness or injury
if it were omitted, and the service or treatment is not considered an elective or
cosmetic surgery service or treatment.
“Patient with High Medical Costs” means a patient who meets all of the following
requirements:
1. A patient with third party coverage (i.e., not a Self-Pay Patient);
2. A patient whose family income does not exceed 350 percent of the Federal
Poverty Level; and,
3. A patient whose annual out-of-pocket costs incurred by the individual at the
Hospital exceed 10 percent of the patient’s family income in the prior 12
months; or whose annual out-of-pocket medical expenses exceed 10 percent of
the patient’s family income, if the patient provides documentation of the
patient’s medical expenses paid by the patient or the patient’s family in the
prior 12 months.
“Patient’s Family” means the following:
1. For persons 18 years of age and older:
a. Spouse;
b. Domestic partner, as defined in Section 297 of the California Family
Code; and
c. Dependent children under 21 years of age, whether living at home or
not.
2. For persons under 18 years of age:
a. Parent;
b. Caretaker relative; and
c. Other children under 21 years of age of the parent or caretaker
relative.
“Self-Pay Patient” means a patient who does not have third-party coverage from a
health insurer, health care service plan, Medicare or Medi-Cal, and whose injury is
not a compensable injury for purposes of workers’ compensation, automobile
insurance or other insurance, as determined and documented by the Hospital.
“Reasonable Payment Plan” means monthly payments that are not more than 10
percent of a patient’s family income for a month, excluding deductions for Essential
Living Expenses.
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IV. Eligibility
A.

B.

Eligibility Service
1.

Charity Care and Discounted Payment Programs apply to all types of hospital
services provided at or billed by the Hospital, including but not limited to
Medically Necessary Services, subject to the terms of this Section. Services
not provided at or billed by the Hospitals are not covered by this Policy.

2.

Non-Medically Necessary Services are not covered by this Policy unless the
service or procedure has been ordered by a physician who is a member of the
medical staff of a Verity Affiliated Hospital.

3.

Emergency physicians who provide emergency medical services in a
Hospital that provides emergency care are required by law to provide
discounts to Self-Pay Patients and Patients with High Medical Costs who are
at or below 350 percent of the Federal Poverty Level. Patients must contact
the emergency physician’s billing office for further information regarding
financial assistance programs for emergency services.

General Eligibility
1.

Eligibility for the Charity Care or Discounted Payment under the Policy will
be determined on an individual basis and evaluated on an assessment of the
patient’s and/or family’s need, financial resources, and all financial
obligations including medical expenses.

2.

Charity Care and Discounted Payment will be provided to Financially
Qualified Patients without regard to race, religion, color, creed, age, gender,
sexual orientation, national origin or immigration status.

3.

Monetary assets reviewed for purposes of determining eligibility for Charity
Care or Discounted Payment shall not include retirement or deferredcompensation plans qualified under the Internal Revenue Code or
nonqualified deferred compensation plans. Also, the first $10,000 of the
patient’s monetary assets shall not be counted in determining eligibility, nor
shall 50 percent of a patient’s monetary assets over the first $10,000 be
counted in determining eligibility. The Hospital may, nonetheless, require
waivers or releases from the patient or the patient’s family authorizing the
Hospital to obtain verifying information from financial or commercial
institutions, or other entities that hold or maintain the monetary assets.

4.

Before a patient may be eligible for the Charity Care Program or the
Discounted Payment Program, all available resources must first be applied,
including, but not limited to, private health insurance (including coverage
offered through the California Health Benefit Exchange), Medicare, MediCal, the Healthy Families Program, the California Children’s Services
Program, or other state- or county-funded programs designed to provide
health coverage.

5.

Patients who are currently eligible for Medicaid in a state other than
California will qualify for a 100 percent financial discount under this Policy,
in the event that Hospital has not enrolled the patient’s state’s Medicaid plan.
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6.

C.

Determining eligibility for the Charity Care Program and Discounted
Payment Program requires the full cooperation of patients and their families,
who must provide and complete required documents and information on a
timely basis. If a person requesting a determination of eligibility under this
Policy fails to provide information that is reasonable and necessary for the
Hospital to determine eligibility, the Hospital may consider that failure in
making its determination.

Specific Eligibility. Patients may apply for financial assistance under Section C.1
or Section C.2, as described below.
1.

Discounted Payment Program. Both Self-Pay Patients and Patients with High
Medical Costs are eligible to apply for the Discounted Payment Program.
a)

Self-Pay Patients: For Self-Pay Patients whose family income is
between 201 percent and 350 percent, inclusive, of the Federal
Poverty Level, each Hospital shall limit the expected payment for
services provided by the Hospital to the lesser of (A) the AGB, as
calculated by the Hospital using the “Look-back Method” as defined
in applicable regulations implementing Section 501(r) of the Internal
Revenue Code, or (B) the highest amount of payment the Hospital
would expect, in good faith, to receive for providing services from
Medicare, Medi-Cal, the Healthy Families Program, or another
government-sponsored health program of health benefits in which
the Hospital participates. See Attachment B1 for the Amount
Generally Billed and Attachment B2 for the Financial Assistance
Sliding Scale.

b)

Patients with High Medical Costs: For Patients with High Medical
Costs whose documented income is between 201 percent and 350
percent, inclusive, of the Federal Poverty Level, each Hospital shall
limit the expected payment for services provided by the Hospital to
the amount of payment to the lesser of (i) the balance after any
insurance payments are applied or (ii) the rate calculated in
accordance with Section C.1.a above.
(1)

After determining the applicable rate, the Hospital will apply
the sliding scale set forth in Attachment B2.

(2)

Patients seeking Discounted Payment must make reasonable
efforts to provide the Hospital with documentation of income
(limited to recent pay stubs or income tax returns) and health
benefits coverage. Patients with High Medical Costs also must
provide documentation of medical expenses paid by such
patients or their families in the prior 12 months.

(3)

Following a determination that an individual is eligible for the
Discounted Payment Program, an individual may not be
charged more than the amounts generally billed to individuals
who have insurance covering emergency or other medically
necessary care.
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2.

V.

Charity Care Program. Hospitals will provide Charity Care (i.e., care at no
cost) to Financially Qualified Patients who are unable to pay, provided that
the patient’s income is at or below 200 percent of the Federal Poverty Level.
Patients seeking Charity Care must make reasonable efforts to provide the
Hospital with documentation of income, monetary assets (including all liquid
and non-liquid assets owned, less liabilities and claims against such assets)
and health benefits coverage.

Application Procedures
A.

Notice Requirements
1.

Posted Notice. Each Hospital will post information about the availability of
Charity Care and Discounted Payment under this Policy, as set forth on
Attachment C, at all locations with high patient volume, including admission
and registration areas, emergency departments, outpatient settings and PFS
offices.

2.

Written Notice. Each Hospital will provide patients with written notice
containing information about availability of the Charity Care and Discounted
Payment Programs, including information about eligibility, as well as contact
information for a hospital employee or office from which the person may
obtain additional information about this Policy. This written notice also will
be provided to patients who receive emergency and/or outpatient care and
who may be billed for that care, but were not admitted as an inpatient. The
notice shall be available in English and other languages, as determined by
each Hospital’s primary service area and in accordance with applicable
federal and state law. Each Hospital shall retain written acknowledgement of
a patient’s receipt of such notice.
a)

3.

This Policy, the Application Form and a Plain Language Summary
of this Policy shall be made widely available on websites and by
informing members of the community served by each Hospital as
required by the regulations under Section 501(r) of the Code.

Billing Statements. Hospital billing statements will communicate the
availability of government sponsored programs and Charity Care and
Discounted Payment Programs for eligible patients and for any patient who has
not provided proof of coverage at the time of billing. Each Hospital shall
provide the following information with a patient’s bill:
a)

A statement of charges for services provided by the Hospital;

b)

A request that the patient inform the Hospital if the patient has
health insurance coverage, including Medicare, Healthy Families,
Medi-Cal or other coverage;

c)

A statement indicating how patients may obtain applications for
government sponsored coverage and that the Hospital will provide
these applications; and
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d)

B.

C.

The name and telephone number of the Hospital representative from
whom, or office from which, a patient may obtain information about
the Hospital’s financial assistance policies, and how to apply for
assistance under those policies, along with the direct website address
for the facility webpage which contains links to copies of this policy,
a plain language summary of this policy and the application form for
financial assistance under this policy.

Identification of Financially Qualified Patients.
1.

Financial counselors or Health Benefits Resource Center (HBRC) staff at
each Hospital will make reasonable efforts to obtain from the patient or
his/her representative information about whether private or public health
insurance or sponsorship may fully or partially cover the charges for care
rendered by the Hospital to the patient.

2.

Financial counselors and HBRC staff at each Hospital will assist patients in
understanding and applying for government sponsored programs and for
Charity Care or Discounted Payment.

3.

Each Hospital will provide information about and applications for Medi-Cal,
the Healthy Families Program, the California Health Benefit Exchange, and
other state- or county-funded health coverage to uninsured patients in
registration areas as well as in the PFS Department office. If the patient does
not indicate coverage by a third-party payer or requests a discounted price,
then each Hospital will provide the patient with an application for applicable
government programs. Such applications will be made available prior to
discharge (if the patient has been admitted) or to patients receiving emergency
or outpatient care.

4.

If a patient applies, or has a pending application, for another health coverage
program at the same time s/he applies for Charity Care or Discount Payment
under this Policy, neither application shall preclude eligibility for the other
program.

Application Process.
1.

A Financial Assistance Application, set forth on Attachment D, is provided to
patients to begin assessment of a patient’s qualifications for the Charity Care
or Discounted Payment under this Policy. Patients may be referred to the
Charity Care or Discounted Payment Programs by the patient’s physician,
family members, community or religious groups, social services or hospital
personnel.

2.

Eligibility for the Charity Care and Discounted Payment Programs requires
the patient, the patient’s guarantor or the patient’s legal representative to
provide accurate information and use reasonable efforts to provide all
documentation necessary. If a person requesting a determination of eligibility
under this Policy fails to provide the information that is reasonable and
necessary for the Hospital to determine eligibility, the Hospital may consider
that failure in making its determination.
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3.

Incomplete Financial Applications will not be denied due to insufficient
information until the patient has been sent a letter requesting identifying the
additional and/or missing information that is needed to complete the
application, and stating a deadline after which the application will be denied if
the requested information has not been received. Such deadline must
constitute a reasonable period of time after that notice within which to provide
the referenced information.

4.

If the patient fails to complete an application or the application contains
insufficient information and the patient does not comply with requests as
noted in Sections V.C.2 and V.C.3, the Hospital will utilize a risk assessment
scoring software algorithm to determine presumptive eligibility prior to
sending patient account to pre-collection status. The software will be an
industry-wide accepted product that has been validated by external audit.

5.

Hospital HBRC staff will provide presumptive Medi-Cal eligibility for
financial assistance applicants during hospital visit.

6.

Eligibility for Charity Care or Discounted Payment is valid by individual
admission. Eligible patients will be requested to attest to absence of changes
in financial status for subsequent admissions or to furnish updated
information reflecting changes in financial status, as applicable.

7.

Documents used for verification of a patient’s financial resources and
household income in the Financial Assistance Application may include, but
are not limited to:
a)

Copies of current paystubs, Social Security, disability or
unemployment checks or award letters;

b)

A copy of any Medi-Cal Decision/Denial Notice;

c)

Household income of the patient and, if the patient is 18 years or
older, the patient’s spouse or domestic partner, and any dependent
children under age 21, whether living at home or not; if the patient is
under age l8, consider income of the patient, the patient’s parents,
guardians or caretaker relatives, and other children under age 21,
whether living at home or not.

8.

Collection activities will be suspended upon receipt of an application
(including an incomplete application) and remain suspended during the
eligibility determination process.

9.

Hospitals will keep all applications and supporting documentation
confidential in accordance with the VHS Policy/Procedure 11.0, Compliance
with the Health Insurance Portability and Accountability Act of 1996.

10.

Eligibility for Charity Care or Discounted Payment may be determined at any
time by the Hospital as information on the patient’s eligibility becomes
available. Applications received after 240 days from the first patient bill must
be approved by the Vice President for Revenue Cycle.
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D.

E.

Notification of Charity Care or Discounted Payment Determination.
1.

The Hospital’s HBRC Department will provide an eligibility determination to
the patient or his/her representative within thirty (30) days after receipt of a
completed Financial Assistance Application, including all required
documentation.

2.

A notification regarding the Charity Care or Discounted Payment
determination will be mailed to the patient or his/her representative. This
notification will identify the amount due from the patient and the amount of
payment discount, if any, applied to the patient’s account.

3.

A patient or his/her representative(s) may appeal a determination by providing
additional information, such as income verification or an explanation of
extenuating circumstances, to the HBRC Director within thirty (30) days of
notification of the Hospital’s determination. The Hospital HBRC Director will
review and decide all appeals. The patient or his/her representative will be
notified of the outcome.

Extended Payment Plan.
1.

A patient who qualifies for Discounted Payment shall cooperate with the
Hospital in establishing an Extended Payment plan. If the Hospital and the
patient cannot agree on an Extended Payment plan, then the Hospital shall
create a Reasonable Payment plan. Such payment plan shall be interest-free
and negotiable and will be based upEon the chart, below.
Account Balance

Number of Months

Less than $250

4 months

$250.01-$500

6 months

$500.01-$1,000

10 months

$1,000.01-$2,500

12 months

$2,500.01-$5000

24 months

Greater than $5,000.01

36 months
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2.

A patient who qualifies for a Discounted Payment must make goodfaith efforts to honor the payment plan. Patients are responsible for
communicating to the PFS Department any time an agreed upon payment plan
may be broken.

VI.

3.

A Hospital may declare an Extended Payment plan (including a Reasonable
Payment plan) inoperative if the patient fails to make all consecutive
payments during a 90-day period. Before declaring an Extended Payment plan
inoperative, the Hospital, collection agency or assignee shall make a
reasonable attempt to contact the patient by telephone, give written notice that
the Extended Payment plan may become inoperative, and inform the patient
that s/he may renegotiate the terms of the payment plan.

4.

Any variation in or deviation from an agreed upon payment plan must be
approved by the VHS Vice President for Revenue Cycle.

Collection Practices for Financially Qualified Patients
A.

Each Hospital will maintain a written billing and collections policy stating when and
under whose authority patient debt is advanced for collection, and whether the
collection activity is conducted by the Hospital, an affiliate or a subsidiary of the
Hospital, or by an external collection agency. Each Hospital will make copies of such
billing and collections policy available to the public without charge by calling the
Hospital’s Customer Service Department, or by viewing your Verity Hospital’s
website information by visiting www.Verity.org.

B.

Any written agreement between a Hospital and an agency that collects such
Hospital’s receivables shall require the affiliate, subsidiary or external collection
agency of the Hospital that collects the debt to comply with the Hospital’s definition
and application of a Reasonable Payment plan, as set forth in this Policy.
Furthermore, collections agencies used by Hospitals must follow fair debt and
collection practices according to this Policy, and must further act in a manner that
treats individuals with dignity, respect and compassion.

C.

Prior to commencing collection activities, each Hospital or its assignee shall provide
the patient with written notice containing (1) a statement that nonprofit credit
counseling services may be available in the area, and (2) a plain language summary
of the patient’s rights pursuant to California Health and Safety Code Section
127430(a), with the following summary being sufficient if it appears in substantially
the following form:
1.

State and federal law require debt collectors to treat you fairly and prohibit
debt collectors from making false statements or threats of violence, using
obscene or profane language, and making improper communications with
third parties, including your employer. Except under unusual
circumstances, debt collectors may not contact you before 8:00 a.m. or
after 9:00 p.m. In general, a debt collector may not give information about
your debt to another person, other than your attorney or spouse. A debt
collector may contact another person to confirm your location or to enforce
a judgment. For more information about debt collection activities, you may
contact the Federal Trade Commission by telephone at 1-877-FTC-HELP
(382-4357) or online at www.ftc.gov.
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2.

Each Hospital also will provide this notice to patients along with any
document indicating that the commencement of collection activities may
occur.

D.

No Hospital will pursue legal action for nonpayment of bills against any household
where the primary wage earner(s) is unemployed or there are not significant income
sources.

E.

Financially Qualified Patients meeting an agreed upon monthly payment plan will not
be assigned to a collection agency or reported to credit bureaus.

F.

Each Hospital expects its external collection agencies to receive approval from the
VHS Vice President for Revenue Cycle before pursuing any legal action against an
individual who meets the requirements for a Financially Qualified Patient under this
Policy.

G.

Each Hospital or its assignee that is an affiliate or subsidiary of the Hospital will not,
in dealing with patients eligible under any portion of this Policy, use wage
garnishments or liens on primary residences as a means of collecting unpaid hospital
bills of Financially Qualified Patients.

H.

In dealing with patients eligible under any portion of this Policy, a collection agency
or other assignee that is not a subsidiary or affiliate of a Hospital shall not use a wage
garnishment (except by court order) or notice or conduct a sale of the patient’s
primary residence as means of collecting unpaid hospital bills.

I.

Neither Section VI.G nor Section VI.H of this Policy shall preclude a Hospital, a
collection agency or other assignee from pursuing reimbursement or any enforcement
remedy or remedies from third-party liability settlements, tortfeasors or other legally
responsible parties.

J.

If a patient is attempting to qualify for eligibility under the Charity Care Program or
Discounted Payment Program and is attempting in good faith to settle an outstanding
bill with a Hospital by negotiating an extended payment plan or by making regular
partial payments of a reasonable amount, then the Hospital shall not send the unpaid
bill to any collection agency or other assignee, unless that entity has agreed to comply
with this Policy.

K.

Neither a Hospital nor any Hospital assignee or collection agency will report adverse
information to a consumer credit reporting agency or commence civil action against a
Financially Qualified Patient under the Discounted Payment Program for nonpayment
of any patient debt at any time prior to 150 days after the initial billing. This period
shall be extended if the patient has a pending appeal for coverage of the services until
a final determination of the appeal is made.
1. A Hospital will not engage in Extraordinary Collection Actions against any
individual to obtain payment for care before the Hospital has made reasonable
efforts, in accordance with this Policy and applicable law, to determine whether
the individual is eligible for financial assistance under this Policy.
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2. “Extraordinary Collections Actions” are any of the following actions in order to
collect an amount due for care: (i) deferring or denying further care, (ii)
reporting debt to a credit bureau, (iii) selling bad debt to a third party unless
certain requirements are met, or (iv) any activity including legal or judicial
process (such as filing suit, property liens, garnishment, etc.).
L.

VII.

No information collected by any Hospital for the purpose of determining eligibility
for Charity Care or Discounted Payment shall be used for collections activities.
However, the Hospital, collection agency or assignee may use information obtained
independently of the eligibility process for the Charity Care Program or the
Discounted Payment Program.

Reference
A.

California Health & Safety Code §§ 127400–127446 (Hospital Fair Pricing Policies)
and §§ 127450–127462 (Emergency Physician Fair Pricing Policies)

B.

California Family Code § 297 (Definition: Domestic Partner)

C.

U.S. Department of Health and Human Services, Poverty Guidelines, available at
http://aspe.hhs.gov/poverty/

D.

Internal Revenue Code § 501(c)(3) (Tax-Exempt Organizations)

VIII. Implementation and Review

IX.

A.

This Policy is to be implemented by VHS President and CEO, Hospital Presidents
and CEOs and VHS Vice President for Revenue Cycle.

B.

This Policy is to be reviewed annually for compliance and relevance by VHS President
and CEO, Hospital Presidents and CEOs, and VHS Vice President for Revenue Cycle.

Attachments
A.

Verity Affiliate Hospitals

B1. Amount Generally Billed
B2. Financial Assistance Sliding Scale
C.

Patient Notification

D.

Financial Assistance Application

E.

Verity Affiliate Hospitals Department List
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ATTACHMENT A1
VERITY AFFILIATE HOSPITALS
O’CONNOR HOSPITAL
2105 FOREST AVENUE
SAN JOSE, CA 95128
ST. FRANCIS MEDICAL CENTER
3630 EAST IMPERIAL HIGHWAY
LYNWOOD, CA 90262
ST. LOUISE REGIONAL HOSPITAL
9400 NO NAME UNO
GILROY, CA 95020
ST. VINCENT MEDICAL CENTER
2131 WEST THIRD STREET
LOS ANGELES, CA 90057
SETON MEDICAL CENTER
1900 SULLIVAN AVENUE
DALY CITY, CA 94015
SETON MEDICAL CENTER – COASTSIDE
600 MARINE BOULEVARD
MOSS BEACH, CA 94038
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ATTACHMENT A2
CHARITY CARE AND DISCOUNTED PAYMENT PROGRAMS
All Financial Assistance Applications Should Be Mailed To:


Verity Health System
Attn: Health Benefit Resource Center (HBRC)
1900 Sullivan Avenue
Daly City, CA 94015

All Questions Regarding Financial Assistance Should Be Directed To:


(888) 874-2585
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ATTACHMENT B1
AMOUNT GENERALLY BILLED CALCULATION
Verity Health System provides financial assistance and charity care to patients meeting the eligibility
criteria outlined in the Financial Assistance Policy (FAP). After the patient’s account(s) is reduced by
the financial assistance adjustment based on the policy, the patient/guarantor is responsible for the
remainder of their outstanding liability which shall be no more than the amounts generally billed (AGB)
to individuals who have insurance for emergency or medically necessary care. Verity Health System
determines AGB by utilizing the “look-back” method. The AGB percentage is calculated by using
claims allowed by Medicare fee for services (FFS) with a discharge date from the previous fiscal year
(July – June). For these claims, the sum of all allowable reimbursement amounts is divided by the
associated gross charges. The AGB percentage is applicable as of July 1st of each year.
Amounts Generally Billed – Medicare FFS only
Effective June 30, 2018
Amounts Generally Billed
Hospital

Inpatient

Outpatient

O’Connor

15.00%

16.00%

Seton

12.00%

11.00%

Seton – Coastside

N/A

10.00%

St. Louise

14.00%

11.00%

St. Francis

22.00%

9.00%

St. Vincent

14.00%

12.00%
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ATTACHMENT B2
FINANCIAL ASSISTANCE SLIDING SCALE
DISCOUNT AS PERCENTAGE OF GROSS CHARGES

Based upon the U.S. Department of Health and Human Services (HHS) Poverty Guidelines for the 48 Contiguous States and the District of
Columbia, Federal Register 1167-1168 (Feb. 1, 2019), available at https://aspe.hhs.gov/poverty-guidelines.
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ATTACHMENT D
FINANCIAL ASSISTANCE APPLICATION

Documents used for verification of a patient's financial resources and household income in the
Financial Assistance Application may include, but are not limited to:


Copies of current paystubs, Social Security, disability or unemployment
checks and award letters;



A copy of any Medi-Cal Decision/Denial Notice;



Household income of the patient and, if the patient is 18 years or older, the patient's spouse
or domestic partner, and any dependent children under age 21, whether living at home or
not; if the patient is under age 18, consider income of the patient, the patient's parents,
guardians or caretaker relatives, and other children under age 21, whether living at home
or not.

Please return your completed application, with all requested forms, to the following address or drop
off at your local Verity Health HBRC Office.
Verity Health System
Attention: HBRC
1900 Sullivan Avenue
Daly City, CA 94015
Please be advised this is not a guarantee that financial assistance will be awarded, and your
payments should continue a regular basis until a determination has been made. Your application
and the information provided will be reviewed. A decision will be provided to you in writing.
Thank you for your cooperation. We look forward to assisting you through this process. Should you
have any questions about your application, please contact our Financial Assistance Team in the
Health Benefits Resource Center (HBRC) at 888-874-2585.
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CHARITY CARE AND FINANCIAL ASSISTANCE APPLICATION
LAST NAME (PATIENT)
FIRST
MIDDLE
SOCIAL SECURITY #
BIRTHDATE
RESIDENCE ADDRESS (FACILITY ADDRESS IF HOMELESS)

HOW LONG

CITY

MARITAL STATUS

STATE

ZIP

LAST NAME (GUARANTOR IF DIFFERENT FROM ABOVE)
SECURITY #
BIRTHDATE
EMPLOYER OF GUARANTOR (NAME AND FULL ADDRESS)
PHONE

PHONE

SOCIAL

MONTHLY
GROSS PAY

OTHER EMPLOYER (NAME AND FULL ADDRESS)
PHONE
IF UNEMPLOYED, NAME OF LAST EMPLOYER AND FULL ADDRESS

MONTHLY
GROSS PAY
LAST EMPLOYMENT
DATE

DEPENDENT FAMILY
MEMBERS
(IF MORE SPACE IS
NEEDED
PLEASE
1.

BIRTHDATE

RELATIONSHI
P

EMPLOYER

ANNUAL
INCOME

2.
3.
4.
5.
6.
7.
8.
9.
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□ RENT HOME
□ OWN HOME

OTHER MONTHLY INCOME
$
SPECIFY SOURCE

OWED TO OTHERS
WHOM OWED
RENT/MORTGAGE

TO

PRESENT MONTHL
BALANCE
Y
PAYMEN
T
CHECKING

BANK NAME &
ACCOUNT

UTILITIES

SAVINGS OR CERTIFICATE

FOOD

403(B) OR 401(K)

AUTO LOAN

STOCKS & BONDS

CREDIT CARDS (PLEASE
LIST BELOW)
OTHER OBLIGATIONS

IRA

(CHILD SUPPORT
ADDITIONAL
INFORMATION
BILLS OWED TO OTHER
MEDICAL
COST OF PRESCRIPTION
MEDICATION(S)

TOTAL DEBTS

ACCOUNT
BALANCE

AUTO (YEAR & MAKE)
AUTO (YEAR & MAKE)
OTHER ASSETS
(ADDITIONAL ASSETS NOT
INCLUDED)
RESIDENCE MARKET VALUE
INSURANCE CASH VALUE
OTHER ASSETS (DESCRIBE; I.E.
SECOND HOME)
TRUSTEE NAME & ACCT.
NUMBER
TOTAL ASSETS

I CERTIFY THAT ALL STATEMENTS MADE IN THIS APPLICATION ARE TRUE AND
COMPLETE. YOU ARE HEREBY AUTHORIZED TO CHECK MY CREDIT HISTORY IN
ORDER TO EVALUATE THIS APPLICATION FOR FINANCIAL ASSISTANCE
CONSIDERATION.
SIGNATURE

DATE
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ATTACHMENT E
ALL DEPARTMENTS IN THE FOLLOWING VERITY AFFLIATED HOSPITALS ARE
COVERED BY THE VERITY FINANCIAL ASSISTANCE POLICY:
O’Connor Hospital
Seton Coastside
Seton Medical Center
St. Francis Medical Center
St. Louise Regional Hospital
St. Vincent Medical Center

NOTE:
Only services provided by Hospitals listed above are covered by the Policy.
This Policy does not apply to any physician or other medical provider, including
emergency room physicians, anesthesiologists, radiologists, hospitalists, pathologists,
surgeons, and other physicians and members of the medical staff of a Hospital, except in
limited circumstances where the physician’s services are included in the Hospital’s bill.
Each Hospital will maintain on its website a listing of its departments/service lines in
which physician services are included in the Hospital’s bill and therefore covered by this
Policy.
Patients should contact the billing office of a physician to request information about any
financial assistance such physician may offer.
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Title 11, California Code of Regulations,§ 999.5(d)(5)(B)
Exhibit 2

September 8, 2017
Melanie Fontes Rainer
Special Assistant to Attorney General Xavier Becerra
Office of the Attorney General
1300 I Street
Sacramento, CA 95814-2919
SUBJECT:

California Hospital Association Proposal – Request of Attorney General’s
Office for Modification of Charity Care Cost Conditions

Dear Melanie:
The California Hospital Association (CHA) has convened a group of hospitals to develop a
proposal that provides flexibility to the Attorney General (AG) when determining the Charity
Care conditions. The represented group numbers nine individual hospitals and two systems for a
total of 32 hospitals. This unique group of hospitals has undergone a sale or transfer of not-forprofit facilities during a window of time experiencing tremendous change that has affected the
entire healthcare industry and California in particular.
The AG’s Office determines charity care requirements as part of a set of conditions established
during the sale and transfer of not-for-profit hospitals. Those conditions state that if a hospital
does not incur the specified cost in a specified amount, then the hospital must pay cash equal to
any “deficiency” to a non-profit public benefit entity.
CHA believes that the required level of charity care should not be based on a period of time prior
to the implementation of the coverage provisions of the Affordable Care Act (ACA). The
implementation of the ACA in California resulted in the expansion of Medi-Cal and the
development of the Covered California Marketplace, resulting in new coverage for more than 5
million individuals. CHA is proposing a modification of the approach to determining the charity
care requirement that would consider the changing environment, yet preserves the State’s interest
in maintaining a commensurate level of charity care to the local communities served by
hospitals.
Under the ACA, California has achieved the following:
•

Over 5 million Californians have insurance as a result of the ACA — roughly a quarter of
all Americans covered under the law.

CHA Proposal – Request of Attorney General’s Office for Modification of Charity Care Cost Conditions
September 8, 2017

•

Page 2

91 percent of Californians are now insured. The uninsured rate in California fell from 17
percent in 2013 to a historic low of 8.5 percent in 2015.

Given the unforeseen impact of the ACA on charity care costs, the hospitals propose that the
minimum charity care costs amount, as required by the AG’s Office, be modified in the
following manner:
1. Using Hospital Annual Financial Disclosure reports from the Office of Statewide Health
Planning and Development (OSHPD) for fiscal years ended 2013 through 2015 (the latest
information available), calculate the charity care costs for each fiscal year for all not-forprofit hospitals within the community served by the hospital. Costs are determined by
applying the charity care write-offs, multiplied by the hospital’s cost-to-charge ratio.
2. Document the percentage change from 2013 to 2015 for these hospitals in the community
and apply the percentage change to the AG specified charity care cost target to compute a
community-wide reduction amount.
3. Deduct the reduction amount from the AG specified charity care cost target to determine
a modified minimum charity cost target.
4. Below is an example:
AG Required
Charity Cost Target
(a)
$15,000,000

Community-based
Reduction
Percentage (b)
(40.0%)

Reduction Amount
(a * b = c)
($6,000,000)

Modified Minimum
Charity Cost Target
(a+c)
$9,000,000

5. The modified minimum charity cost target would be applicable for a hospital’s fiscal year
ended in 2015 and future subsequent fiscal years would adhere to conditions pursuant to
the Consent Letter between the AG’s Office and the hospital.
This request for revision is consistent with the regulations at Title 11, Chapter 15, Section
999.5(h)(1), which state that an entity may request approval of any amendment of their terms and
conditions of any agreement or transaction for which the AG has given consent or conditional
consent, based solely on “a change in circumstances that could not have reasonably been
foreseen at the time of the Attorney General’s action.”
The impact of the ACA on charity care costs is, most certainly, a “change in circumstances that
could not have reasonably been foreseen at the time of the Attorney General’s action.” The spirit
and intent of charity care at these hospitals has not changed, and the reasons for the originally
imposed conditions remain valid. What has changed, however, is the number of patients for
whom each of these hospitals can provide this charity care, and this change remains outside of
the control of these providers. While this proposal relates to a finite group of hospitals, should
unforeseen yet substantial changes occur in the shifting future of healthcare, this proposal may
provide a starting point for the AG to contemplate the appropriate response.
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Title 11, California Code of Regulations, § 999.5(d)(5)(C)

A description of all services provided by each health facility that is the subject of the
transaction in the past five years to Medi-Cal patients, county indigent patients, and other
classes of patients
1. Attached to this Section 999.5(d)(5)(C) as Exhibit 1 is a description of services provided
by St. Francis Medical Center in the past five years to Medi-Cal patients, county indigent
patients, and other classes of patients and a copy of the current hospital license.

Title 11, California Code of Regulations,§ 999.5(d)(5)(C)
Exhibit 1

§ 999.5(d)(5)(C)

Description of Services to Medi-Cal, County Indigent and Other
Classes of Patients
A description of the medical services provided by St. Francis Medical Center to Medi-Cal patients,
county indigent patients and other classes of patients is set forth in the Community Health Impact Report,
attached to Section (5) (G) of this application, and is incorporated by reference herein. The data and/or
information provided by St. Francis Medical Center in response to this section represents its best estimate
of the costs of the medical services provided by St. Francis Medical Center to its Medi-Cal, Medicare,
managed care, county indigent and other classes of patients. Generally, all types of medically necessary
hospitals services are available to these classes of patients.
Relevant excerpts from the Community Health Impact Report are attached hereto.

Profile and Key Services: St. Francis Medical Center, Lynwood, CA














Founded in 1945, SFMC offers a full complement of medical, surgical and therapeutic services
to one million residents of Southeast Los Angeles; SFMC is a nationally recognized 384-bed
acute care facility with more than 2,000 associates and 450 affiliated physicians
With 20,087 inpatient admissions and 126,999 outpatient visits in 2018, SFMC operates
one of the largest and busiest private Emergency/Trauma Centers in Los Angeles County,
treating 70,259 emergency patients and 2,186 trauma patients. 4,054 babies were born in
the Family Life Center, 637 of whom were cared for in the state-of-the-art Neonatal
Intensive Care Unit.
Recognized for its full range of diagnostic and treatment services in specialties including
Cardiovascular, Surgical, Maternal-Child Health and Trauma, an established network of
community clinics and outreach programs, and a vital role in LA County’s Public/Private
Health Care Safety Net
Los Angeles County Emergency Medical Services Agency approved SFMC’s Primary Stroke
Care Center and STEMI Receiving Center, filling a major gap in critical services in the area.
SFMC’s Stroke Receiving Center treated 672 patients and its STEMI Receiving Center treated
272 patients.
American Heart Association/American Stroke Association’s Get With The Guidelines® Stroke Gold Plus Quality Achievement Award and qualified for the recognition on the Target:
Stroke Elite Honor Roll
Gang Reduction and Youth Development (GRYD) – in 2018 the SFMC Foundation was
awarded an $850,000 grant from the City of Los Angeles Mayor's Office as part of a citywide effort to reduce gang involvement by youth.
In FY 2019, SFMC provided $6.7 million in charity care and served 11,268 individuals.




















Key Services Include:
Behavioral Health
Bioethics Program
Children’s Counseling Center
Emergency and Trauma Services (Level II)
Health and Workplace Safety
Heart Care
Imaging Services
Industrial and Occupational Medicine
Intensive Care Unit
Orthopedics and Joint Care
Primary Stroke Center
Rehabilitation and Therapy
Radiation Oncology
Skilled Nursing Facility
Surgical Expertise
Spine Center
Women’s Health and Maternity Care (Level II Neonatal Care Unit)
Wound Care Center
Costs and Revenue by Payor





SFMC recognized $131 million and $152 million in net supplemental funding under
several programs in FY2019 and FY2018, respectively
o In FY2019, approximately $81 million of net benefit was recorded (net benefit – benefit
received less what was paid into the program) under the statewide Hospital Quality
Assurance Fee Program
o SFMC also recorded approximately $37 and $32 million in Medi-Cal supplemental
funding through the Disproportionate Share Hospital Program in FY2019 and FY2018,
respectively
SFMC received $105 million in Premium Revenue during FY2019
Medicare and Medi-Cal participants accounted for 78% of all patient days (excl. nursery
days) over the past two fiscal years (FY2019 and FY2018)

St. Francis Medical Center
Cost of Services by Payer Category
FY 2014 ‐ 2019

Operating Expenses
Adjusted Operating Expenses
Cost of Services by Payer
Medicare
Medi‐Cal
Third Party
Other

2014

2015

2016

2017

2018

2019

$369,587,775
347,140,187

$441,735,229
376,067,666

$429,594,350
386,212,215

$461,182,231
425,352,763

$514,663,838
456,848,101

$513,416,642
470,716,909

$95,700,458
191,179,889
21,109,653
39,150,186

$107,513,214
218,717,543
25,899,735
23,937,174

$115,503,833
220,250,762
32,949,174
17,508,446

$116,647,056
254,562,957
36,831,477
17,311,273

$123,929,233
243,238,339
59,728,610
29,951,919

$152,193,484
237,941,839
53,977,091
26,604,495

St. Francis Medical Center
Net Patient Revenue by Payer (incl. Provider Fee)
FY 2014 ‐ 2019
2014

2015

2016

2017

2018

2019

Medicare
Medi‐Cal
Third Party
Other

$93,238,160
201,938,947
35,288,728
8,433,229

$110,064,481
304,753,777
80,620,462
4,696,257

$136,515,528
279,685,630
32,962,615
1,962,832

$144,350,685
341,683,327
38,357,862
1,299,690

$135,713,168
358,625,068
56,614,168
22,286,940

$154,073,388
295,671,247
57,114,618
20,641,470

Total

338,899,064

500,134,977

451,126,605

525,691,564

573,239,344

527,500,723

Source: OSHPD Disclosure Reports (FY2014‐FY2019)

St Francis Medical Center Actual
St. Francis Medical Center (Actuals)
$ in 000's
Inpatient Gross Revenue
Inpatient Medicare
Inpatient Medi‐Cal
Inpatient HMO/PPO
Inpatient Self‐Pay
Inpatient Capitation
Inpatient Other
Total Inpatient Revenue

FY 2015
Jul ‐ Jun

FY 2016
Jul ‐ Jun

FY 2017
Jul ‐ Jun

FY 2018
Jul ‐ Jun

FY 2019
Jul ‐ Jun

$180,218.3
439,851.9
169,263.8
110,432.6
101,540.8
21,024.8
$1,022,332.2

$203,074.5
486,635.3
180,636.3
86,555.9
108,246.5
17,232.2
$1,082,380.7

$256,090.0
568,087.1
204,781.6
85,444.0
120,331.7
21,540.4
$1,256,274.8

$250,453.4
587,045.8
313,030.8
93,169.6
118,605.7
16,461.3
$1,378,766.5

$258,738.9
583,435.8
295,127.3
55,781.1
135,204.5
19,887.8
$1,348,175.4

$190,856.1
388,913.9
192,039.9
27,892.4
80,821.4
8,444.1
$888,967.7

$49,672.2
196,239.1
87,418.8
86,453.9
49,164.7
9,855.7
$478,804.4

$47,606.2
220,476.1
83,827.7
63,049.7
49,793.0
7,237.9
$471,990.5

$40,582.0
230,947.2
89,440.6
67,045.3
50,294.5
7,989.9
$486,299.4

$41,588.1
228,981.0
109,178.4
98,990.7
57,933.3
7,784.9
$544,456.4

$42,876.8
244,606.4
124,603.1
69,498.6
57,409.5
9,828.3
$548,822.7

$29,956.3
172,982.6
81,978.4
48,274.9
37,754.1
2,789.8
$373,736.1

$1,501,136.6

$1,554,371.2

$1,742,574.2

$1,923,222.9

$1,896,998.1

$1,262,703.8

Days By Financial Class
Total Medicare Days
Total Medi‐Cal Days
Total HMO/PPO Days
Total Self‐Pay Days
Total Capitation Days
Total Other Days
Total Days ‐ Detail (excl. Nursery Days)

15,772.0
45,403.0
10,610.0
1,380.0
8,844.0
7,618.0
89,627.0

17,300.0
47,600.0
11,031.0
1,468.0
8,860.0
5,899.0
92,158.0

27,289.0
54,476.0
6,339.0
1,289.0
8,812.0
5,394.0
103,599.0

24,757.0
59,734.0
6,905.0
1,298.0
8,193.0
4,551.0
105,438.0

26,151.0
52,065.0
7,028.0
752.0
10,056.0
4,256.0
100,308.0

20,187.0
33,611.0
4,221.0
880.0
5,928.0
2,763.0
67,590.0

Discharges By Financial Class
Medicare Discharges
Medi‐Cal Discharges
HMO/PPO Discharges
Self‐Pay Discharges
Capitation Discharges
Other Discharges
Total Discharges ‐ Detail (excl. Nursery)

2,632.0
11,362.0
2,396.0
324.0
2,105.0
744.0
19,563.0

2,974.0
11,554.0
2,451.0
382.0
2,078.0
624.0
20,063.0

3,332.0
12,068.0
2,775.0
394.0
2,031.0
449.0
21,049.0

4,615.0
13,564.0
1,565.0
411.0
2,143.0
389.0
22,687.0

4,348.0
11,573.0
1,574.0
256.0
2,074.0
290.0
20,115.0

2,980.0
6,943.0
978.0
169.0
1,246.0
177.0
12,493.0

Outpatient Gross Revenue
Outpatient Medicare
Outpatient Medi‐Cal
Outpatient HMO/PPO
Outpatient Self‐Pay
Outpatient Capitation
Outpatient Other
Total Outpatient Revenue
Total Patient Revenues

YTD FY 2020
Jul ‐ Feb

Patient Origin
The table below demonstrates the 23 primary zip codes that comprise the service area from which
74.3% of St. Francis Medical Center’s inpatient discharges originated in CY 2018. The top eight zip
codes account for 50.6% of total discharges.

St. Francis Medical Center Service Area Map
The service area is located in Los Angeles County and comprised of portions of Service Planning Areas
(SPAs) 6 and 7, which includes 17 ZIP Codes in 11 cities/communities. SFMC is one of the few hospitals
serving the South LA region. SFMC continues to work collaboratively with the County of Los Angeles to
ensure the accessibility of emergency and trauma services to meet the community’s needs.

Source: Per 2019 SFMC Community Benefit Report

Source: Project Phoenix – Confidential Information Memorandum Addendum (January 2020) Cain Brothers

Service Area Population and Demographic Profile
Source: Information below is from the SFMC Community Benefit Plan 2019
Key Stats:
 Age: The largest age group is adults (18 – 64) with 62.1% followed by children youth (0-17) with
30%.
 Ethnicity: Hispanic / Latinos comprise the largest ethnic group (80.9%), followed by Black /
African American (13.4%) and White (3.4%).
 Household Language: In the service area, Spanish is spoken in the home among 75% of the
population. English is spoken in the home among 23% of the population.
 Education: In the service area, 44.3% of the adult population has less than a high school
education.
 Poverty: 26.6% of the residents in the primary service area are below 100% of the federal poverty
level. For 2016, the Federal Poverty Level (FPL) was set at an annual income of $11,880 for
one person and $24,300 for a family of four.
 Payor Mix: 46.9% of the population in SPA 6 and 29.4% of SPA 7 residents had Medi-Cal
coverage. In SPA 6, 24.2% had employment-based insurance and in SPA 7, 38.5% had
employment-based insurance.
Age:
Children and youth, ages 0-17, make up 30.0% of the population, 62.1% are adults, ages 18-64, and 7.9% of
the population are seniors, ages 65 and over. The service area has a higher percentage of children and young
adults, 0 to 24, and a lower percentage of the population, ages 25 and over, than the county.

Ethnicity:
In the hospital service area, 80.9% of the population is Hispanic/Latino, 13.4% are Black/AfricanAmerican, 3.4% are White, 1.4% are Asian; and the remaining 0.9% are American Indian/Alaskan Native,
Native Hawaiian/Pacific Islander, and other or multiple races. There is a higher percentage of Latinos and
Blacks/African Americans, and a lower percentage of Whites and Asians in the hospital service area than
found in the county.

Education:
In the service area, the rate of educational attainment less than a high school degree (44.3%) is
higher than the county (22.3%) and the state (17.9%). 25.3% of the population are high school
graduates and 13.5% have a college degree.

Poverty:
57.8% of the population in the service area is categorized as low-income (200% of Federal Poverty
Level) and 26.6% of the population are living in poverty. In SPA 6, 70% of children are
categorized as poverty-level or low-income (<200% FPL); 54.6% of children in SPA 7 are
poverty-level or low-income. The unemployment rate in the service area ranges from 3.5% in
Downey to 7.5% in Compton.

Payor Mix:

Chronic Conditions
 Top three causes of death within the service area are heart disease, cancer, and stroke.
 Diabetes is the fourth leading cause of death and lung disease is the fifth leading cause of death.
 In the hospital service area 12.2% of adults have been diagnosed with diabetes, higher than the
county rate (9.8%). In the service area, 9.3% of children have been diagnosed with asthma. This is
higher than the county rate of asthma among children (7.4%).
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Title 11, California Code of Regulations, § 999.5(d)(5)(D)

A description of any community benefit program provided by the health facilities that are
the subject of the agreement or transaction during the past five years with an annual cost
of at least $10,000 and the annual cost of each program for the past five years
1. Attached to this Section 999.5(d)(5)(D) as Exhibit 1 is a description of the community
benefit programs that St. Francis Medical Center has provided and/or currently provides.
2. Attached to this Section 999.5(d)(5)(D) as Exhibit 2 is the 2018 Community Benefit Plan
for St. Francis Medical Center.
3. Attached to this Section 999.5(d)(5)(D) as Exhibit 3 is the 2020-2022 Community
Benefit Implementation Strategy for St. Francis Medical Center.
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St. Francis Medical Center
Community Benefit Programs FY15‐FY19 over $10,000
St. Francis Medical Center

Still
operating?

Baby Friendly Breast‐Feeding Education/Support

Yes

Bet Tzedek Legal Services

No

CHFT Pledge

Yes

Children's Counseling Center (Grant‐funded) School‐
based student counseling/support

Yes

Clinical Affiliations ‐ Student Nurse Clinical Rotations

Yes

External funding Sources (if any)

Annenberg Foundation, ended 04/2018

FY2019

FY2018

FY2017

FY2016

‐

‐

‐

‐

43,673

‐

‐

‐

‐

104,876

754,086
Daughters of Charity Foundation, ends 06/2019

2,117,850

1,640,725

FY2015

1,121,728

‐

‐

‐

78,588

52,010

80,599

‐

1,850

10,000

5,656

17,953

‐

188

11,948

7,100

HCI Director serves on several
3,450 community boards, but her labor
expense covered in HCI line item

‐

‐

‐

‐

Began tracking clinical affiliations in
FY17

‐

‐

One‐time donations in FY17 and FY18

9,500

8,000

No
Yes

Community Board & Organizational Memberships to
Promote Community Health

Yes

Community Clinics (uncompensated expense)

No

Community Health Needs Assessment

Yes

17,500

‐

5,925

5,925

COPE Health Interns

No

72,949

42,199

94,400

91,900

Emergency Dept. (uncompensated expense)

Yes

1,544,992

1,610,299

1,936,123

1,589,733

Footprints
Foundation Fund‐raising to support community benefit
programs

‐

112,932 Grant ended June 2019

Community Benefit Planning and Reporting

8,515

California Community Foundation, ended 12/2018.

Bet Tzedek partnership concluded in
FY15
Began tracking CHFT Pledge in Comm
Ben Report starting FY16

‐

Communities United to End Homelessness Contribution

Los Angeles County Department of Health Services, ended 06/2015

‐

COMMENTS

440,685

1,025,827 Clinics operations transitioned in FY17
‐

Needs Assessement conducted every
3 years

93,986 COPE program ended as of FY19 Qtr 2
‐

Began tracking ED uncompensated
care in FY16

No

‐

‐

‐

‐

15,906

Yes

357,575

453,636

266,516

359,855

1,014,547

1,593,199

883,707

‐

‐

1,172,733

HBRC was only partially grant‐funded
in FY18

276,959

263,469

‐

‐

900,511

HCI was only partially grant‐funded in
FY18

98,573

99,744

65,000

65,000

Health Benefits Resource Center (Grant‐funded)
enrollment asst, Covered CA, CalFresh

Yes

Healthy Community Initaitives (Grant‐funded)
community & school‐based health screenings and
education

Yes

Injury Prevention Program

Yes

Los Angeles County Department of Public Health, ends 07/2019; California Health Benefit Exchange, ends
06/2019;
L.A. Health Plan ended 03/2019;
Catholic Charities of California ended 09/2018;
Carrie Estelle Doheny Foundation, ended 08/2016;
Carl E. Wynn Foundation, ended 05/2017;
BBVA Compass Foundation, Ended 04/2016;
Ralph M. Parsons Foundation, ended 09/2015;
Raskob Foundation for Catholic Activities, Inc., ended 07/2015; City of Compton, ended 06/2015;
Wells Fargo Foundation, ended 09/2015;
Daughters of Charity Foundation, ended 06/2014;
CVS Caremark, ended 7/2013.
City of Lynwood, ends 06/2019;
Carrie Estelle Doheny Foundation, ends 07/2019;
Daughters of Charity Foundation, ends 06/2019;
Max and Victoria Dreyfus Foundation, ended May 2019;
City of Paramount, ends 01/2020;
GoFISH Charitable Fund, ended 07/2018;
City of Compton, ended 06/2017;
Los Angeles County Department of Public Health, ended 12/2016;
Walmart Foundation, ended 04/2016;
CVS Caremark, ended 7/2014;
American Career College, ends 06/2019; ;
Aetna Foundation, ended 03/2014;
Union Pacific Foundation, ended 02/2014;
Wells Fargo Foundation, ended 10/2013;
Pfizer, Inc., ended 3/2015;
Anthem Blue Cross Foundation, ended 12/2013.

110,602

FY18 and FY17 had a permanent
62,065 Paramedic Ed. Coord.; FY14‐FY16 had
no Coord. or part‐time only
FY20 Foundation covered Qtr 1 and
‐
Qtr 2 expense
44,950

Paramedic Education ‐ to ensure consistent pre‐hospital
care and quality

Yes

935,339

842,192

Patient Transportation ‐ Bus Tokens/ Metro Tap Cards

Yes

14,590

10,560

3,520

‐

Patient Transportation ‐ Taxi Vouchers
Senior and Family Health Fair
Senior Dinner/Luncheon ‐ Senior Health
Education/Balanced Meal

Yes
Yes

55,868
26,563

66,325

48,980

45,826

Yes

10,742

4,631

4,240

3,756

10,384

Senior Luncheons on hold April‐June
2020 ‐ COVID‐19

650

323

6,025

22,389

FY19 and FY20 senior education
integrated into Senior Luncheons

‐

‐

‐

‐

224,000

84,055

83,956

80,666

91,065

95,655

In FY20, Trauma Recovery Center
grant reimbursing SFMC for Qtr 4 rent

8,535

63,861

Support Groups were phased out
from FY15 to FY17

Senior Wellness (free health fairs, flu clinics, health
education sessions)

Yes

South Los Angeles Access to Care ‐ Compton Clinic

No

Southern California Crossroads Injury
Prevention/Violence Intervention

Yes

Support Groups

No

Volunteer Services ‐ Building career skills

Yes

Welcome Baby (Grant‐funded) well‐baby program

Yes

‐

City of Los Angeles, ends 06/2019 (plus two one‐year options, could extend through 06/2021);
California Victim Compensation Board, ends 06/2020; California Community Foundation, ended 12/2018.

503,978

‐

First 5 LA, ends 06/2019

48,660

68,210

75,492

‐

‐

‐

98,189

108,762
‐

152,372
1,404,358

St. Francis Medical Center (SFMC)
Community Benefit Programs FY15-FY19
Program Descriptions
Affordable Care Act Education
St. Francis Medical Center provided ACA education to the community in FY14 as many of the ACA provisions
took effect Jan. 1, 2014.
Bet Tzedek Legal Support Services
Legal Support Services through the Right to Health Project were provided as a medical-legal partnership with
the non-profit organization Bet Tzedek. Legal support services were provided at no cost to Health Benefits
Resource Center clients who needed assistance or guidance on issues such as Landlord/Tenant Law, Kinship
Care, and Power of Attorney for Health Care. Medical-legal partnerships recognize that social and legal factors
can have a major impact on health outcomes, particularly for low-income families.
Children's Counseling Center School-Based Counselor
The Children's Counseling Center was established in 1984 in response to the lack of intervention and treatment
services available for abused and neglected children in Southeast Los Angeles. The Center provides
behavioral health services for children, adolescents and their parents that range from intervention and
treatment for the victims of child abuse to comprehensive prevention education programs. In an effort to
extend the Children’s Counseling Center’s reach and to improve access to counseling services for families in
need, the school-based counselor was established to provide counseling and educational services on the
campuses of four Daughters of Charity Schools and public schools within the SFMC service area. The schoolbased counselor addresses emotional and behavioral distress, focusing on the issues that affect students at
school and at home. Through early intervention, the counselor can help to reduce a significant barrier to
successful learning.
Health Benefits Resource Center
The Health Benefits Resource Center (HBRC) is a full-service, one-stop hub that effectively links individuals
and families to health care and social services, as well as health care education and resources to meet
essential needs. HBRC provides health benefits enrollment assistance, physician referral, and community
education registration. On site collaboration with the LA County Department of Public Social Services enables
SFMC to support eligible clients through the enrollment process into the Medi-Cal and CalFresh programs.
HBRC is a certified Covered California enrollment entity.
Healthy Community Initiatives (HCI)
Healthy Community Initiatives (HCI) brings health screenings, immunizations, and health education directly to
area schools, churches, businesses and community organizations via its HCI nurse, staff, collaborative partners
and mobile unit. For individuals and families without access to primary care, HCI provides them with important
preventive services and health care resources.
HCI - "Escape Fire" Community Screening/Panel Discussion on Health Care
“Escape Fire" was a documentary released in FY14 that provided a compelling look at the broken state of
health care and what community leaders could do to transform it into a true system of prevention and healing.
St. Francis Medical Center co-sponsored a community screening and panel discussion to build upon the ideas
and issues set forth in the movie and to gain insights from some of the hospital's community experts.

Support Groups
Support Groups were offered by SFMC’s Spiritual Care Services team, including the Gabriel Support Group
(Sudden Infant Death Syndrome), Mothers of AIDS Patients, and Bereavement Support Group, in addition to
post-traumatic spiritual counseling. Support groups facilitated emotional healing for patients and family
members who were facing illness, working through recovery, or adapting to life changes following sickness,
death, or traumatic experience. Financial assistance was also provided to community members in need of
food, meals, transportation, fuel, and parking. When the Support Groups were discontinued in FY16, Spiritual
Care's Support Services were continued and included as a separate community benefit line item beginning
FY17.
Injury Prevention Program
St. Francis Medical Center dedicates a full-time Injury Prevention Coordinator to developing and coordinating
trauma and injury prevention programs, representing SFMC at coalition meetings, and organizing school-based
programs that engage and empower students to develop peer-to-peer teaching formats, such as You Tube
videos. The Injury Prevention Coordinator also serves as the program director for Southern California
Crossroads, one of SFMC's program partners for injury prevention.
Patient Transportation - Taxi Vouchers and SFMC Public Safety Van
Patient Transportation is provided to individuals without any means of transportation for outpatient care and
treatment. This includes appointments for imaging services, radiation therapy, and physical therapy.
Transportation is also arranged for individuals receiving inpatient behavioral health services at SFMC who may
need transportation for court appearances or following discharge from the hospital. When the Patient Safety
van was discontinued, Taxi Vouchers were continued and Bus Tokens were added to the community benefit
report.
Durable Medical Equipment/Prescriptions/Meals
In compliance with California Senate Bill 1152 (SB 1152), St. Francis Medical Center provides Discharge
Planning for Homeless Patients. This includes providing food, clothing, medications, transportation, and
medical equipment to homeless patients upon discharge. The unreimbursed cost of these services is included
in the community benefit report.
Footprints Shoe and Clothing Program
Footprints reached out to help disadvantaged children in the community. The program was created when it was
discovered that children in surrounding neighborhoods were being turned away from school because they had
no shoes. Children were also found to be wearing second-hand shoes and clothing that were in poor condition
or ill-fitting. This impacted the children’s self-esteem and self-confidence. Through Footprints, children and
families received properly fitting new shoes, new clothing and school uniforms, toiletries and food items. The
program concluded in FY14.
Vincentian Fund (Support Services)
In keeping with SFMC’s commitment to meeting our patients’ health care needs -- body, mind, and spirit -many individuals are assisted each year through the Vincentian Fund, which provides resources outside of the
clinical setting. Food, clothing, emergency housing, baby burials, and some transportation, medications, and
medical equipment are made available to patients and families in need through the Vincentian Fund. Funding
is provided through philanthropic support.
Vincentian Service Corps
The Vincentian Service Corps volunteer program places recent college graduates for a one-year period into
organizations throughout the nation that provide services to the poor and underserved. SFMC partnered with
the program from FY05 through FY14. Volunteers’ training and interests were matched with needs throughout
the medical center, and they were then assigned to clinical, community services, and ancillary services
departments.

Community Health Clinics (uncompensated expense)
SFMC operated Community Health Clinics in Lynwood, Compton, Downey, and Huntington Park. The mission
of these clinics was to bring primary health care services to children and families who had limited access to the
main SFMC campus and essential health care services. The clinics provided general family practice and
pediatric health care services. They also offered Child Health Disability Program (CHDP) Examinations and
Immunizations (i.e., TB, Hepatitis B, polio, diphtheria, and hepatitis) for newborns and children up to 18 years
old. The amount of uncompensated expense for clinic operations was reported as community benefit.
Emergency Department (uncompensated expense)
SFMC subsidizes its Emergency Department to help ensure that critical health care is available around the
clock to the community. SFMC's Emergency Department, in conjunction with its Trauma Center, is especially
crucial to the Southeast Los Angeles area, as Trauma and Emergency Services have closed at many
surrounding hopsitals within the last decade. SFMC is a designated Paramedic Base Station. Its Emergency
Department provides the coordination and direction of medical treatment for LA County pre-hospital care
providers and first responders, including LA County Fire Departments within the service area.
Emergency/Trauma Services Stipends necessitated by community need
SFMC's Emergency/Trauma Center provides essential services to the community. To ensure that all critical
services are available 24/4, stipends are provided to emergency/trauma physicians for on-call coverage. This
expense was no longer included as community benefit after FY14, following further clarification of what
programs/services counted as communty benefit.
California Health Foundation and Trust (CHFT) Pledge
Hospitals that benefit from the Hospital Provider Fee program pay a contribution to the CHFT. Hospitals that
have a loss from the Provider Fee program are eligible to apply for CHFT grant funds. The CHFT helps ensure
that hospitals pay and receive a fair share of funding. As a beneficiary of the Provider Fee program, SFMC
contributes to the CHFT. SFMC began including the CHFT Pledge as a financial/in-kind donation in its
community benefit report in FY16.
Spiritual Care Support Services
In addition to the daily support SFMC's Spiritual Care team provides to patients, it also extends support services
through the provision of meals, grocery vouchers, transportation tokens and money for fuel and parking to
community members in need. When Spiritual Care's support groups concluded in FY16 (which included the
cost of support services), the cost of support services was reported as a separate line item beginning in FY17.
In FY19 and FY20, the cost of support services offered through Spiritual Care was covered by gift cards
subsidized by the Foundation and through employee donations, so no community benefit expenses were
incurred.
Brown Bag Lunches fo the Homeless
The Brown Bag Lunch Drive provided bagged lunches to homeless individuals in downtown Los Angeles. Bags
were assembled by SFMC associates and included sandwiches, chips, nuts, cookies, bottled water, and fresh
fruit. The majority of the lunch items were donated by employees. The cost of any water/food needed to
complete the lunches and the cost to coordinate the program was included as community benefit. Lunches
were delivered to Our Lady of Angels Church, the Cardinal Manning Center, and La Placita Church in Los
Angeles for homeless individuals who received assistance through these centers.
Thanksgiving Food Baskets to Families in Need
Thanksgiving Food Baskets were prepared and donated each year to low income families who did not have the
financial resources to celebrate the holiday with a traditional Thanksgiving meal. The baskets included a store
gift card for a fresh turkey and food items for a full family dinner donated by employees. Beginning in FY17,
SFMC transitioned to a Thanksgiving monetary collection to purchase grocery store gift cards for families.
SFMC works with local schools and the hospital staff to identify families in need. Families are from local
schools and clients/patients in SFMC's Health Benefits Resource Center, Healthy Community Initiatives,
Children's Counseling Center, Pediatrics, Emergency Department, Patient Financial Services, and Spiritual
Care Services. The cost of coordination is included as community benefit. In FY19 and FY20, Thanksgiving
Basket campaign was suspended.

Christmas Toy Drive
The Christmas Toy Drive collects new toys, clothing, sports equipment and gift cards for children of families
with limited resources. The drive is coordinated by SFMC Foundation. Donations are received from
businesses, organizations, community members, and SFMC physicians and associates. Toys and gifts are
given to families in the community, including patients and family members in SFMC’s Pediatrics Unit and
Children’s Counseling Center, families identified through the hospital’s Spiritual Care Services and Health
Benefits Resource Center, Lynwood Unified School District families, children attending Daughters of Charity
schools, and children in foster care. In FY19 and FY20, the Christmas Toy Drive was suspended.
Communities United to End Homelessness
SFMC provided financial donations to support LA County's plan to prevent and combat homelessness for
45,000 people across LA County, including women and children, veterans, seniors, fouster youth, and the
disabled. No donations were made in FY19 and FY20.
Southern California Crossroads (SFMC's Injury Prevention Program partner)
Collaborative partnerships have strengthened SFMC’s ability to reach at-risk youth and young adults to prevent
trauma and injury. The hospital joined efforts with Southern California Crossroads (Crossroads) to establish an
education and work skills program in our community. Crossroads is a non-profit organization committed to
assisting underprivileged individuals living in violence-plagued neighborhoods lead healthy, peaceful and
productive lives through prevention, intervention, and re-entry into society. The program was organized by
SFMC’s Injury Prevention Coordinator, who also serves as the program director. Crossroads provides GED
preparation, job training and placement, and support services, with the goal of helping young men and women
ages 18 to 24 transform their lives and achieve positive, productive lifestyles. The program reaches out to the
hospital’s trauma patients who are victims of violence, ex-offenders and high school drop-outs, and other
patients identified as “at risk.” SFMC provides dedicated work space and facilities for the program in a nearby
professional office building.
Baby-Friendly Breastfeeding Education and Support
In 2012, St. Francis Medical Center was awarded a three-year grant from First 5 LA to support its transition to
become a Baby-Friendly designated hospital. Baby-Friendly hospitals are recognized for providing an “optimal
level of care for breastfeeding mothers and their babies. On October 27, 2014, SFMC was awarded BabyFriendly designation by Baby-Friendly USA, the U.S. authority for the implementation of the Baby-Friendly
Hospital Initiative, a global program sponsored by the World Health Organization and the United Nations
Children’s Fund (UNICEF). The program's goal is to increase breastfeeding rates through education of health
care providers and maternity patients and programs and practices that support exclusive breastfeeding.
Breastfeeding supports the health and well-being of mothers and babies, with a demonstrated link to lower
rates of illness and chronic conditions in babies and children. St. Francis Medical Center received redesignation in 2019.
Senior Dinners/Senior Luncheons (Senior Circle Wellness Program)
The Senior Circle Wellness Program offers activities and educational sessions that are tailored for seniors.
Monthly dinners (now luncheons) on SFMC’s main campus are for local senior citizens 55 years and older and
offer nutritious and balanced meals and health education/presentations. The monthy events provide health
education and socialization for older adults.
Senior Wellness Activities (Senior Circle Wellness Program)
Wellness programs throughout the year address health concerns specific to seniors. Programs include flu
immunization clinics, health fairs, and health education sessions. In FY19, a new Living Well, Healthy Future
program targeting seniors and brain health was initiatied.
Sidewalk CPR
As part of a county-wide recognition of National CPR Week and the hospital’s efforts to reduce deaths from
heart attacks, St. Francis Medical Center hosts “Sidewalk CPR” each year. Sessions provide instruction to
community members on hands-only CPR. This technique is rapidly growing as a way to empower bystanders
to save a life when someone suffers sudden cardiac arrest. Sidewal CPR gives a patient a much better chance
of survival once responders arrive.

Welcome Baby
Welcome Baby offers personalized prenatal, post-partum, and hospital visits with a professionally trained
Parent Coach, from pregnancy through the baby’s first 9 months for families living within First 5 LA’s Best Start
Communities. Families residing outside of the Best Start Communities are eligible for the Welcome Baby
hospital visit and up to three additional home visits, if needed. Available at no cost to all maternity patients, the
Welcome Baby continuum of care also includes breastfeeding support from Welcome Baby staff (who are all
Certified Lactation Educators), referrals to community resources, and an in-home visit by a registered nurse
within the first week following mom and baby’s discharge from the hospital. First 5 LA and partner hospitals
work together to focus on health and wellness before a baby’s birth and continuing through a child’s first critical
months. Using Parent Coaches, Welcome Baby addresses prenatal testing, home planning/safety, labor signs,
breastfeeding, depression screening, family nutrition, observation for jaundice and hydration, infant
assessments, and growth and development milestones. Through both prenatal and postpartum hospital and
home-based visits, Parent Coaches develop a relationship with the families and provide education in a
convenient and comfortable setting, and help to ensure parents are connected to appropriate health care
services. SFMC is a partner hospital that works with First 5 LA and SHIELDS for Families.
COPE Health Scholars
The COPE Health Scholars Program provides training to young, bright, and motivated student health
professionals from area colleges, universities, and trade schools. The program is provided by COPE Health
Solutions at SFMC. The program builds and sustains a competent workforce that is committed to the care of
the community and reflects the community’s culture and demographics. The scholars gain valuable work
experience as they support SFMC’s patient care, ancillary, administrative, and support services. Students’
duties include patient care support, data collection, presentation preparation, patient menu collection, and post
discharge phone calls, among others. The program concluded in FY19.
Central Service Tech Course
The 18-week Central Service Technician Training Course prepared individuals to become certified central
service technicians. Students included SFMC associates working toward advancing their careers; others were
unemployed individuals affected by reductions in force at their workplace or who desired a change in career.
The course provided important skills training for new careers in health care. The course conducted at SFMC
was offered privately and taught by the manager of the SFMC Materials Management department. Students
received weekly classroom instruction and course work on standard precautions, safety, disinfection, and
sterilization procedures of supplies and equipment that support surgery, obstetrics, emergency services, and
other patient care areas. SFMC provided the facility and offered opportunities for on-the-job volunteer service
hours, a requisite for course completion and certification.
Paramedic Education
Paramedic Education is provided as part of the Emergency Department’s pre-hospital care coordination. It is
available to MICNs, RNs, paramedics, and Emergency Medical Technicians (EMT) throughout the community
to facilitate coordinated care between health care professionals in the field and in the hospital. The education
also helps to keep first responders up to date on evidence-based best practices and to ensure the consistent
delivery of the highest standards of treatment across the health care continuum. Education includes
Emergency Medical Services updates, field care audits, paramedic base station updates, and CPR review.
Quarterly STEMI Receiving Center meetings on American College of Cardiology/American Heart Association
(ACC/AHA) STEMI practice guidelines for first medical contact to device education and performance
improvement reviews are also offered. The program affords health care first responders the opportunity to
complete required education hours for license renewal. Collaborative partners include LA County Fire
Department; LA City Fire Department; Downey Fire Department; Montebello Fire Department; Santa Fe Springs
Fire Department; additional county and city fire departments and private paramedic and ambulance services
coordinating the care of critically ill or injured patients in our service area.

CMEs (Continuing Medical Education offered to the community)
Some of SFMC's continuing medical education sessions and Medical Grand Rounds are extended to outside
community health care providers. Topics in FY18 included Spiders, Bee Stings, Ants and Plants; Wound Care;
Quality for Diabetes Complications; and Procalcitonin (PCT): Assisting in Patient Management. The cost to
coordinate sessions that are available to outside health care providers is included as community benefit.
Clinical Affiliations
SFMC provides a clinical setting for nursing students enrolled in outside nursing school programs. Nursing
students complete their clinical rotations on various SFMC nursing units as part of their training. Through
SFMC’s collaboration with accredited nursing schools, the hospital is helping to build a qualified future
workforce, and for many students, the opportunity to care for patients within their own community.
Cash Donations
SFMC makes cash and in-kind donations to other non-profit organizations that promote health and wellness to
the broader community within the hospital's service area.
Community Board & Organizational Memberships to Promote Community Health
Community Board Participation encompasses SFMC representation on boards and coalitions of community
agencies and organizations. Through the ongoing collaboration of SFMC with organizations which share a
commitment to meeting the community’s health care needs and to addressing the issues that affect overall
health and well-being, resources are strengthened and best practices are optimized, resulting in outreach
programs with the greatest positive impact.
School/Student Tours - Introduction to Health Care Careers
St. Francis Medical Center coordinates tours for schools and community organizations that introduce students
to a variety of health care careers. The tours give students a first-hand look at the functions of various
departments and the roles of the doctors, nurses, and staff in each unit. Tour groups have included elementary
school groups, high school health and safety classes, international medical students, law students studying
medical-legal partnerships, girl and boy scout troops, and girls and boys clubs.
Community Events Supporting Health, Wellness, and Overcoming Barriers to Health
St. Francis Medical Center supports local community health fairs and health education events by providing
health screenings such height/weight, blood pressure, and cholesterol; health education on various topics such
as stroke prevention, diabetes management, and nutrition; and health insurance enrollment education and
Living Well, Healthy Future
The Living Well, Healthy Future program is a collaborative partnership between St. Francis Medical Center,
USC Alzheimer’s Disease Research Center and Rancho Los Amigos/USC California Alzheimer’s Disease
Center. This program takes an innovative approach to promoting wellness by focusing on physical health as
well as emphasizing brain health as a key factor to overall well-being. The program consists of interactive
educational sessions that address ways to improve and preserve brain health through lifestyle changes and
choices that can be undertaken at every age. It also provides tools and resources for individuals who are
caring for a family member with conditions affecting the brain, including Alzheimer’s disease, stroke and other
age or disease-related dementias.

Senior and Family Health Fair
The Senior and Family Health Fair offers health screenings for children and adults, including blood pressure,
cholesterol, glucose, height, weight, body mass index (BMI), waist measurement, vision and dental, as well as
adult immunizations. Education booths feature information on stroke awareness by St. Francis Medical
Center's stroke care team, brain health and dementias by the USC Memory and Aging Center/Alzheimer’s
Disease Research Center and Rancho Los Amigos/USC, and includes additional education on topics such as
childhood lead poisoning prevention by LA County, children’s mental health by SFMC’s Children’s Counseling
Center, newborn wellness by the Welcome Baby program, government-sponsored health benefits and social
services by SFMC’s Health Benefits Resource Center, Women, Infants, and Children (WIC) nutrition program,
trauma and injury prevention by SFMC’s trauma services team, and more. Partnerships with the City of
Lynwood and Lynwood Unified School District provide fair-goers with resources and services that are available
to the community. The fair addresses the conditions that are directly affecting the community, including stroke,
heart disease and diabetes and serves as an important first link to the education and services that families
need.
Volunteer Services
The Volunteer Services Program delivers orientation, training, and supervision to volunteers who support
SFMC’s day-to-day operations. The program benefits student volunteers by introducing them to future health
care careers and providing job skills training as they bring administrative and customer service support to the
hospital. The program also helps students fulfill community service hours required for high school graduation.
Adult and senior volunteers benefit from interpersonal interaction that supports their mental, emotional, and
spiritual well-being while they contribute their talent and experience to various programs and departments.
While imparting and improving customer service and support service skills, the Volunteer Services Program
also enhances service delivery to patients, patients’ families, visitors, and SFMC employees.
Community Benefit Planning & Reporting/Comm Ben Software/Comm Health Needs Assessment
Community Benefit Planning and Reporting includes staff time dedicated to planning and reporting the
organization’s community benefit programs and to facilitating the Community Health Needs Assessment and
Implementation Plan. Lyon Software was used to track people served and program expenses for reporting
purposes. The SFMC Community Health Needs Assessment is completed every three years and used as a
basis for the development of community benefit programs that target priority community health needs.
Foundation Fund-Raising to Support Community Benefit Programs
Key SFMC Foundation staff are dedicated to securing funding for community benefit programs at St. Francis
Medical Center. The Foundation submits grant applications, manages grant award dispursements and
reporting, conducts fund-raising special events, and secures major gifts from corporations and individuals in
support of community benefit programs.
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Assessing the Needs of Our Community
Community Health Needs Assessment*
In an effort to identify the
most critical health care needs
in St. Francis Medical Center’s
(SFMC) service area, a Community Health Needs Assessment (CHNA) is conducted
every three years. The most
recent assessment was completed in 2016. St. Francis
Medical Center’s CHNA was
completed independently, utilizing the consultative services
of Humanus Research and
Evaluation. The CHNA targeted the Los Angeles County Service Planning Areas (SPAs)
supported by SFMC and which
include the primary and secondary cities served by SFMC.

Community Health Needs
Assessment Methodology
To ensure differing perspectives and thoroughness, the
Community Health Needs Assessment used a variety of
methods to collect information
about health, social and demographic characteristics of the
community served by SFMC.
The assessment drew primarily from the information sources
noted below. For the purposes
of the 2016 report, the SFMC
service area corresponds to
Service Planning Areas (SPAs)
6, 7, and 8, which include communities directly served by
SFMC.

County of Los Angeles SPAs
SPA 6: Athens, Compton, Crenshaw, Florence, Hyde Park, Lynwood, Paramount, and
Watts.
SPA 7: Artesia, Bell, Bellflower, Bell Gardens, Cerritos, City of Commerce, City Terrace, Cudahy, Downey, East Los Angeles,
Hawaiian Gardens, Huntington Park, La
Habra Heights, Lakewood, La Mirada, Los
Nietos, Maywood, Montebello, Norwalk, Pico
Rivera, Santa Fe Springs, Signal Hill, South
Gate, Vernon, Walnut Park, Whittier, and
others.
SPA 8: Athens, Avalon, Carson, Catalina
Island, El Segundo, Gardena, Harbor City,
Hawthorne, Inglewood, Lawndale, Lennox,
Long Beach**, Hermosa Beach, Manhattan
Beach, Palos Verdes Estates, Rancho
Dominguez, Rancho Palos Verdes, Redondo
Beach, Rolling Hills, Rolling Hills Estates,
San Pedro, Wilmington, and others.
** City of Long Beach has its own Health
Department

Interpreting the Data
General Note
The data in the Community Health
Needs Assesment should be interpreted cautiously. Although the
health indicator data may appear to
suggest changes in one particular
direction, there are likely several
conflicting, demographic processes
affecting observed patterns. For
example, this report notes that
there will be an increasingly elderly
(age 65+) population in California

over the next decade (2014-2024),
at the same time that the state will
continue to absorb flows of migration (which are predominantly a
young adult population). Because
health profiles vary among different
age and race groups, health indicator data should also be interpreted
carefully. Health indicator data
should be analyzed in consideration
of the state's shifting racial and age
dynamics.

Mortality Indicators

changes in indicator criteria from
one survey to the next, these data
cannot be compared across years.
The California data are from the
California Health Interview Survey
from 2005, 2007, 2009 and 2015.

tions are compiled from the U.S.
Census Bureau, American Community Survey 2014, Public Use Microdata Sample. The data for the community profiles are compiled from
the U.S. Census Bureau, American
Community Survey 2014 one-year
estimates.

The data for the mortality indicators are compiled from the Los Angeles County Department of Public
Health, as well as the California
Department of Public Health Assessment & Policy Section/Data
Analysis Reporting Unit, and can
be compared across years to observe
trends over time.

Indicators and Projections
Health Indicators
The data for the health indicators
are compiled from the Key Indicator of Health reports from 2007,
2009 and 2013 as well as from the
Los Angeles County Department of
Public Health, Office of Health Assessment and Epidemiology. Due to

Demographic Projections
The data for the population projec-

*St. Francis Medical Center’s full 2016 Community Health Needs Assessment is available on the hospital’s website: StFrancis.Verity.org.
Written copies are available by request through the hospital’s Marketing/Communications department.
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Community Health Needs Assessment Focus Groups
Supplementary data are included
throughout this report from the
transcripts of four focus groups that
were conducted at SFMC on June
21, 2016. The groups were comprised of key stakeholders, service
providers and two groups of beneficiaries (one in English and one in
Spanish).

Beneficiaries – Individuals from
the community who received care or
participated in programs provided
by SFMC. Separate groups were
conducted for English-speaking
(N=7) and Spanish-speaking (N=7)
beneficiaries, with a moderator fluent in Spanish conducting the latter.

school districts, and charitable
foundations with a healthcare focus. (N=11).



The most important current
health care concerns in the community that SFMC serves.

The purpose of the focus groups
was to collect qualitative information on health care issues that
could elaborate on and enhance information gleaned from secondary
data sources. Participants were
identified and recruited by SFMC
staff. The groups were mixed by
age, race/ethnicity, and gender.
Thirty-six individuals participated
in four separate focus groups, including:

Providers – Representatives from
public agencies and private organizations that provide health care
and social services to the community on a daily basis at SFMC and in
the community (N=11).



Barriers to accessing health
care.



Community resources including
health care services available
locally and services that support
health and wellness.



Way to improve health care access and health care resources
needed.

Stakeholders – Representatives
from local elected officials’ offices,
and community, education, and
health care leaders representing a
city Health and Education Commissions, South LA universities, area

The focus group discussions
assessed:

Stakeholder Participants
Erin Adams—Assistant Deputy
for Health and Wellness, Office of
Supervisor Mark Ridley-Thomas
(2nd Supervisorial District)
Rebecca Avila—Health and Education Commission, City of Huntington Park
Hector Balcazar, Ph.D.—Dean of
the College of Science and Health,
Charles Drew University of Medicine and Science
Bill DeWitt—Mayor, City of South
Gate
Marilyn Izumita—Consultant,
Student Services, Lynwood Unified
School District
Juliano Jarquin—Health and
Education Commission, City of
Huntington Park
Julia Juarez—Field Representative, Office of California State Senator Ricardo Lara (District 33)
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Lara Larramendi—Field Representative, Office of Congresswoman
Janice Hahn (CA-44)

Irene Heath, MCH Specialist I,
LA BioMed WIC Program, South
LA Health Projects

Veronica Ledesma—Senior Field
Representative, Office of California
State Assembly Speaker Anthony
Rendon (AD-63)

John Helyar, LMFT—ICMS Program Manager, Homeless Outreach Program Integrated Care
System

Talia Leon—Field Deputy, Office
of Congresswoman Lucille RoybalAllard (CA-40)

Jan King, MD, MPH—Area
Health Officer, LA County Department of Public Health

Rose Veniegas, Ph.D.—Program
Officer, Health Care, California
Community Foundation

Heidi Lopez, PHN, LA County
Department of Public Health

Provider Participants:

Dipti Singh—Directing Attorney,
Bet Tzedek

Gilda Acosta—Director, Community Health Initiatives, St. Francis
Medical Center
Rozie Carrillo—Recreation Superintendent II, Lynwood Senior Center, City of Lynwood Recreation and
Community Services

Tanisha Rogers—LA County
Child Guidance Clinic

Romalis Taylor—Stars Behavioral Health Group, Best Start Compton
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What the Data Says — Summary of Some Key Findings
Mortality SPA 6 (2012 1)
Coronary heart disease 2 : In SPA 6, CHD was the leading cause of death at 142 per 100,000 (= LAC rate) and
the 2nd leading cause of premature death. Rates have decreased 23% from 2006-2010. The South (between 199-258)
and Southwest (between 199-258) health districts had the highest rates.
Stroke: Stroke was the 2nd leading cause of death at 44 per 100,000 (> LAC rate) and the 6th leading cause of premature death. Rates have decreased 15% from 2006-2011. The Compton (between 40-61) and South (between 45-76)
health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 3rd leading cause of death at 37 per 100,000 (> LAC rate) and the 7th leading cause of premature death. Rates have decreased 5% from 2006-2010. The Compton (between 35-54) and Southwest (between 30-44) health districts had the highest rates.
Diabetes: Diabetes was the 4th leading cause of death at 36 per 100,000 (> LAC rate) and the 5th leading cause of
premature death. Rates have decreased 10% from 2006 to 2011. The South (between 35-63) and Compton (between
33-52) health districts had the highest rates.
COPD 2 : COPD was the 5th leading cause of death at 29 per 100,000 (> LAC rate) and the 13th leading cause of
premature death. Rates have increased 4% from 2006-2010. The Compton (between 22-39) and South (between 2043) health districts had the highest rates.

1

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2
Indicates change from 2006-2010 only due to changes in ICD-10 code.
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What the Data Says — Summary of Some Key Findings
Mortality SPA 7 (2012 1)
Coronary heart disease 2 : In SPA 7, CHD was the leading cause of death at 109 per 100,000 (< LAC rate) and
the leading cause of premature death. Rates have decreased 21% from 2006-2010. The Bellflower (between 149176) and East LA (between 135-169) health districts had the highest rates.
Stroke: Stroke was the 2nd leading cause of death at 36 per 100,000 (> LAC rate) and the 5th leading cause of premature death. Rates have decreased 4% from 2006-2011. The Bellflower (between 31-44) and San Antonio (between
31-45) health districts had the highest rates.
COPD 2 : COPD was the 3rd leading cause of death at 26 per 100,000 (< LAC rate) and the 16th leading cause of
premature death. Rates have increased 2% from 2006-2010. The Bellflower (between 26-38) and San Antonio
(between 23-35) health districts had the highest rates.
Diabetes: Diabetes was the 4th leading cause of death at 25 per 100,000 (> LAC rate) and the 7th leading cause of
premature death. Rates have decreased 12% from 2006 to 2011. The East LA (between 27-44) and San Antonio
(between 21-34) health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 5th leading cause of death at 24 per 100,000 (< LAC rate) and the 9th leading cause of premature death. Rates have decreased 11% from 2006-2010. The Bellflower (between 25-37) and
Whittier (between 19-30) health districts had the highest rates.

1

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2
Indicates change from 2006-2010 only due to changes in ICD-10 code.
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What the Data Says — Summary of Some Key Findings
Mortality SPA 8 (2012 1)
Coronary heart disease 2 : In SPA 8, CHD was the leading cause of death at 120 per 100,000 (< LAC rate) and
the leading cause of premature death. Rates have decreased 19% from 2006-2010. The Long Beach (between 197226) and Inglewood (between 154-181) health districts had the highest rates.
Stroke: Stroke was the 2nd leading cause of death at 35 per 100,000 (< LAC rate) and the 7th leading cause of premature death. Rates have decreased 19% from 2006-2011. The Long Beach (between 34-46) and Inglewood (between
30-43) health districts had the highest rates.
Lung Cancer 2 : Lung Cancer was the 3rd leading cause of death at 31 per 100,000 (> LAC rate) and the 8th leading cause of premature death. Rates have decreased 10% from 2006-2010. The Long Beach (between 30-42) and
Torrance (between 30-39) health districts had the highest rates.
COPD 2 : COPD was the 4th leading cause of death at 30 per 100,000 (> LAC rate) and the 12th leading cause of
premature death. Rates have decreased 1% from 2006-2010. The Long Beach (between 31-43) and Inglewood
(between 25-36) health districts had the highest rates.
Pneumonia/Influenza: P_I was the 5th leading cause of death at 23 per 100,000 (> LAC rate) and the 21st leading
cause of premature death. Rates have decreased 18% from 2006-2011. The Inglewood (between 21-32) and Torrance
(between 20-28) health districts had the highest rates.

1

Los Angeles County Department of Public Health, Office of Health Assessment and Epidemiology. Mortality in Los Angeles County 2012:
Leading causes of death and premature death with trends for 2003-2012. August 2015.
2
Indicates change from 2006-2010 only due to changes in ICD-10 code.
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What the Data Says — Summary of Some Key Findings
Communicable Diseases 1
Table M1. Health Indicators for Adults (18+ years old) in Los Angeles County
2014 Annual HIV/STD Surveillance Report

Education (18-64 yrs)
People Living with HIV (PLWH) (annual new cases per 100,000)
Incidence of Chlamydia (annual new cases per 100,000)
Incidence of Gonorrhea (annual new cases per 100,000)
Proportion of Tuberculosis Cases by SPA 2

L.A.
2014

SPA 6
2014

SPA 7
2014

SPA 8
2014

486
551*
154*
-

505
993
305
13.7

244
530
93
11.3

517
498
127
8.3

People Living with HIV
•In 2014, rates were highest in SPA 8 (517 per 100,000) and SPA 6 (505 per 100,000), The Long Beach (1,043 per
100,000) and Southwest (668 per 100,000 ) districts were disproportionately high.
Chlamydia
•In 2014, rates were highest in SPA 6 (933 per 100,000) and the South (1221 per 100,000) and Southwest (1000
per 100,000 ) districts, specifically.
Gonorrhea
•In 2014, rates were highest in SPA 6 (305 per 100,000) and the South (411 per 100,000) and Southwest (352 per
100,000 ) districts, specifically.
HIV
•A total of 1,820 LAC residents were reported as newly diagnosed with HIV infection in 2013. The highest rates of
HIV diagnoses, although generally decreasing, are among African American males and females.
•IN the SFMC Area, HIV diagnoses and persons living with HIV (PLWH) are concentrated in SPA’s 6 and 8.
Gonorrhea
•A total of 14,555 cases of gonorrhea were reported in LAC in 2014, with the majority (75%) occurring in persons
15-34 years of age. The number of reported cases has risen in each of the past 5 years, which has resulted in a
51% increase from 2010 to 2014.
•In 2014, the highest rates of gonorrhea were among African American males ages 20-29 and African American
females ages 15-24. The rate among African American females was over 11 times higher than the rate among
white females and nearly 6 times higher than Latinas.
Chlamydia
•A total of 52,098 cases of chlamydia were reported in LAC in 2014. From 2010 to 2014, the number of reported
cases increased by 17%.

1

Division of HIV and STD Programs, Los Angeles County Department of Public Health. 2014 Annual HIV/STD Surveillance Report.
http://publichealth.lacounty.gov/phcommon/public/reports/rptspubdisplay.cfm?unit=dhsp&ou=ph&prog=dhsp. Published February 2016. Accessed
[08/12/2016].
1
Data are provisional due to reporting delay.
2
Tuberculosis in Los Angeles County: Surveillance Report 2013. Los Angeles County Department of Public Health, Tuberculosis Control Program, Los
Angeles, CA. March 2015.
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What the Data Says — Summary of Some Key Findings
Health and Wellness: Housing and Health
Housing has been shown to be an important social determinant of physical and mental health and well-being
among adults and children. A 2015 study 2 by the Center for Housing Policy highlights these benefits:
•Affordable Housing Can Improve Health Outcomes by Freeing Up Family Resources for Nutritious Food and
Health Care Expenditures.
•By Providing Families with Greater Residential Stability, Affordable Housing Can Reduce Stress and Related
Adverse Health Outcomes.
•Affordable Homeownership May Positively Impact Mental Health; However, Unsustainable Forms of Homeownership May Negatively Impact Health.
•Well-Constructed and Well-Maintained Affordable Housing Can Reduce Health Problems Associated with PoorQuality Housing.
•Stable, Affordable Housing May Improve Health Outcomes for Individuals With Chronic Illnesses by Providing
an Efficient Platform for Health Care Delivery.
•Access to Neighborhoods of Opportunity Can Reduce Stress, Increase Access to Amenities, and Lead to Important Health Benefits.
•By Alleviating Crowding, Affordable Housing Can Reduce Exposure to Stressors and Infectious Disease.
•Access to Affordable Housing Allows Survivors of Domestic Violence to Escape Abusive Homes, Which Can Improve Mental Health and Physical Safety.
Families who pay more than 30% of their income for housing are considered cost burdened, which can reduce an
individual or family’s ability to meet other necessities such as food, clothing, transportation and medical care.1 In
LA County, 52% of households pay 30% or more of their income on housing.
Using 2008-2012 ACS 5-year estimates, SPA 6 had the most cost burdened households (64%).3
Homelessness creates additional obstacles of providing care and tracking individuals for continuity of services:
•The total estimated number of people experiencing homelessness in Los Angeles County was 46,874, an overall
increase of 2,515 people or 5.7% from 2015 (44,359).4
•However, there was an 18% decrease in homeless family members from 2015 to 2016 and unsheltered family
members decreased 35%.4
•African-Americans comprise 39% of the homeless population.4
•Since 2013, there has been a 55% increase in the number of females experiencing homelessness in the LA CoC.4
•Females make up 61% of the overall homeless population increase since 2013 4.
•There was a 12% increase in people ages 18 to 24 and in people ages 25 to 54 from 2015 4.
•18% of the total population (7,868 people) had a history of physical or sexual abuse, including domestic or intimate partner violence and/or stalking.4
•Females and transgender individuals experience higher rates of violence and/or abuse.4
•SPA 6 had the 2nd largest homeless population in 2016 (7,459), a decrease of 0.7% since 2015.4
•SPA 8 had the 4th largest homeless population in 2016 (5,913), an increase of 10.5% since 2015.4
1

http://portal.hud.gov/hudportal/HUD?src=/program_offices/comm_planning/affordablehousing/ accessed on 08/13/2016.
Maqbool, N., Viveiros, J., Ault, M. (2015). The Impacts of Affordable Housing on Health: A Research Summary. Washington DC: Center for Housing
Policy, National Housing Conference.
3
LA County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March 2015.
4
LA Homeless Services Authority. 2016 Homeless Count Results Los Angeles County and LA Continuum of Care; updated May 10, 2016.
2
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What the Data Says — Summary of Some Key Findings
Health and Wellness: Comorbid Depression and Substance Abuse
Depression and substance abuse are common and tend to co-occur creating unique challenges for diagnosis and
treatment. A recent RAND study1 investigated this phenomenon among safety-net clients in Los Angeles, specifically examining “characteristics and service use among depressed, low-income persons from minority groups in under-resourced communities who did and did not have a substance abuse history.”
The authors concluded that “Clients with depression and a substance abuse history had significant psychosocial
stressors and high rates of service use, which suggests that communitywide approaches may be needed to address
both depression and substance abuse in this safety-net population.” The following were key findings:
•Of the 957 depressed clients, 217 (23%) were from substance abuse programs; 269 (28%) clients from other sectors had a substance abuse history, and 471 (49%) did not.
•Most clients from substance abuse programs or with a substance abuse history were unemployed and impoverished, lacked
health insurance, and had high rates of arrests and homelessness.
•Clients from substance abuse programs or with a substance abuse history were also more likely than clients without a substance abuse history to have depression or anxiety disorders, psychosis, and mania and to use emergency rooms.

Stakeholder focus group participants highlighted mental heath and substance abuse issues and major concerns in
their communities:

1
Chang, E.T., Wells, K.B., Gilmore, J., Tang, L., Morgan, A.U., Sanders, S., Chung, B. Comorbid Depression and Substance Abuse Among Safety-Net
Clients in Los Angeles: A Community Participatory Study. Psychiatric Services. 2015; 66(3): 285–294.
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What the Data Says — Summary of Some Key Findings
Health and Wellness: Park Use in Los Angeles
Safe and accessible local parks are considered to be a key resource for health/wellness both for physical activity
and community outreach, so it is important to gain a better understanding of park use tendencies within the communities we serve. A 2015 RAND study on park use and physical activity among racial-ethnic groups in the City of
Los Angeles1 highlighted numerous differences in racial-ethnic group park use and levels of physical activity. The
following were key findings:
•Blacks and English-speaking Latinos were less likely than whites to report being physically active, exercising in the park,
and exercising outside the park.
•Spanish-speaking Latinos were equally likely as whites to report exercising in park but less likely to report exercising outside the park and more likely to report using the parks for social interactions.
•Asians/Pacific Islanders (PI)/others were more likely than whites to report visiting the park in the past 7 days and using the
parks for social interactions.
•Urban parks appear to be an important resource for physical activity and socialization, in particular among Spanishspeaking Latino and Asians/PI groups.

Beneficiary focus group participants highlighted the importance of local parks for both physical activity and community outreach:

1
Pitkin-Derose, K., Han, B., Williamson, S., Cohen, D. Racial-Ethnic Variation in Park Use and Physical Activity in the City of Los Angeles. Journal of
Urban Health. 2015; 92(6): 1011–1023.
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What the Data Says — Summary of Some Key Findings
Health and Wellness: Parks and Senior Preferences in Los Angeles
Numerous studies have established the physiological and psychological benefits of safe and accessible parks to seniors’ quality of life and longevity. As projections show, the 65+ population will increase greatly (between 22% and
27%) from 2014 to 2019, and increase again (between 18% and 31%) from 2019 to 2024 in the state, county and
SFMC Area. Thus, ensuring that parks remain safe, enjoyable, and accessible for older adults will be a critical factor in helping to mitigate potential healthcare costs and social isolation over the next decade.
A recent study of senior experiences in local park use in Los Angeles1 investigated the following questions:
•What are the needs, preferences, and aspirations that low-income, inner-city seniors have for neighborhood
parks. Do seniors of different races and ethnicities indicate different preferences?
•What are the challenges and impediments that decrease these seniors’ access to and use of neighborhood
parks?
•What are some lessons for planners wishing to develop senior-friendly parks in inner cities?
The following were key findings:
•Perceptions of lack of safety and security are important deterrents to visiting parks.
•Focus group participants expressed fear of unsupervised youth at the parks, especially when skateboarding,
bouncing balls, or running around.
•Crime was also a concern for many participants, who described being victims of robbery, attempted robbery,
theft, and “disrespectful behaviors” from youth in public spaces.
•Seniors also convey concerns about homeless people, drunkards, gang members, drug dealers, and people simply
loitering in parks.
•These perceptions often deter many seniors from visiting nearby parks, while lack of private transportation is a
barrier to visiting more distant parks that are perceived as safer.
•There were six desirable park characteristics highlighted: 1) security, 2) good accessibility, 3) presence of natural
elements (greenery, wildlife), 4) age-friendly park design and programming, 5) opportunities for walking and
physical activity, and 6) settings and programs that encourage social interaction.
The study also highlighted potential preference differences between ethnic and cultural backgrounds:1
•Whites and Latinos were more open to age-integrated parks than are Korean elders.
•Many Korean women insisted that the park should be fenced and gated and have constant monitoring, and also
suggested the use of different types of materials or facilities to increase its safety.
•Korean men were more concerned than other groups about their safety from falls, worrying about uneven sidewalks and hilly walking paths and recommending handrails.
•Korean participants were also the most critical of the lack of cleanliness in existing parks.
•Latinos focused more on the visibility and lighting at the park.
•White participants commented more on the facilities they use at parks, such as having picnic tables big enough
for a group of seniors or a water fountain easily accessible to seniors with walkers or in wheelchairs.
•All Asian-American participants (i.e., Koreans, Indians, and Filipinos) were particularly sensitive to disrespectful younger people.
•Korean participants prefer straight walking trails, while other elders prefer winding ones.
1

Loukaitou-Sideris, A., Levy-Storms, L., Chen, L., Brozen, M. Parks for an Aging Population: Needs and Preferences of Low-Income Seniors in Los
Angeles. Journal of the American Planning Association. 2016; 82(3): 236–251.
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What the Data Says — Summary of Some Key Findings
Health and Wellness: LGBTQ Access
A recent national study focused on LGB health examined the associations between sexual orientation and barriers
to health care.1 Five barrier-to-care outcomes were assessed:
•Delayed or did not receive care because of cost.
•Did not receive specific services because of cost.
•Delayed care for non-cost reasons.
•Trouble finding a provider.
•No usual source of care.
The authors concluded that “members of sexual minority groups, especially bisexual women, are more likely to encounter barriers to care than their straight counterparts.” The following were key findings:
•Relative to straight adults, gay or lesbian and bisexual adults had higher odds of delaying or not receiving care
because of cost.
•Bisexual adults had higher odds of delaying care for non-cost reasons, and gay men had higher odds than
straight men of reporting trouble finding a provider.
•By contrast, gay or lesbian women had lower odds of delaying care for non-cost reasons than straight women.
•Bisexual women had higher odds than gay or lesbian women of reporting 3 of the 5 barriers investigated.
A recent study examined the effects of the cumulative victimization experienced by LGBT youths on mental disorders. In the study’s sample of LGBT youths, 10.3% experienced significant increases in victimization, and 5.1%
maintained high levels across development from baseline (mostly in high school) to follow-up four years later.
The authors concluded that youths with steadily high or increasing levels of victimization from adolescence to early
adulthood are at higher risk for depression and post-traumatic stress disorder.2
Stakeholder focus group participants acknowledged that the LGBT population, in particular, experiences multiple
barriers to health/wellness and that in order to overcome those barriers it is essential to partner with other community organizations that work with LGBT community members:

1

Dahlhamer, J.M., Galinsky, A.M., Joestl, S.S. & Ward, B.W. Barriers to Health Care Among Adults Identifying as Sexual Minorities: A US National
Stud. AJPH. 2016; 106(6): 1116–1122.
2
Mustanski, B., Andrews, R. & Puckett, J.A. The Effects of Cumulative Victimization on Mental Health Among Lesbian, Gay, Bisexual, and
Transgender Adolescents and Young Adult. AJPH. 2016; 106(3): 527–533.
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What the Data Says — Summary of Some Key Findings
Health Indicators Adults (2015 1)
Education, Environment and Neighborhood, and Health Status
Table A1. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Education (18-64 yrs)
Less than high school
High school
Some college or trade school
College or post graduate degree
Environment and Neighborhood
Perceived neighborhood is safe from crime (feel safe in the neighborhood all
or some of the time
Easy to get fresh produce (fruits/vegetables)
Percent of household with children exposed to tobacco smoke at home
Health Status
Fair/Poor Health Status
Average # of days (past month) activities limited due to poor physical or
mental health
Average number of unhealthy days (past month)
Percent of adults who provided care or assistance during the past month to
another adult

L.A.
2015

SPA 6
2015

SPA 7
2015

SPA 8
2015

22.4%
21.5%
28.9%
27.2%

41.6%
25.7%
24.0%
8.6%

28.9%
28.1%
28.2%
14.8%

16.1%
21.8%
32.4%
29.7%

84.0%
75.0%

40.3%
54.8%

85.0%
70.8%

87.8%
77.1%

14.9%

23.7%

13.6%

12.8%

21.5%

30.6%

22%

21%

2.3
5.9

2.6
6.0

2.0
5.3

2.1
5.6

19.2%

24.9%

14.0%

20.5%

Environment and Neighborhood
•Percent of adults who perceive their neighborhood is safe from crime was consistently lower in SPA 6 (40.3%)
compared to other areas for each time period, a decrease of 37% from 2011.
•Within SPA 6, the Southeast Health District (31.4%) had the lowest percent of adults who perceived their
neighborhood is safe from crime followed by Southwest (37.2%).
Access to Fresh Produce
•A much smaller percent of residents in SPA 6 (54.8%) reported that they have easy access to fresh fruits and
vegetables compared to LA County, SPA 7, and SPA 8, a decrease of 30% from 2011– SPA 7 and SPA 8 both
decreased from 2011 (21% and 14% respectively).
•Within SPA 6, the Compton (51.5%) and Southwest (51.0%) districts were lowest.
Health Status
•SPA 6 (36.4%) also had a higher percentage of residents who reported fair/poor health status compared to LA
County, SPA 7 and SPA 8. This pattern has not changed from 2011 to 2015.
•Within SPA 6, the Southeast district was highest (47.4%).
1

Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.

Community Benefit Plan 2018

24

What the Data Says — Summary of Some Key Findings
Health Indicators Adults (2015 1)
Health Insurance, Dental Insurance, and Access to Care
Table A4. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Health Insurance (18-64 yrs)
Medi-Cal
Medicare
Public
Private
No Insurance
Covered California
Health Insurance (65+ yrs)
Private
Public
Private & Public
No Insurance
Access to Care
No regular source of care
Difficulty accessing medical care

L.A.
2015

SPA 6
2015

SPA 7
2015

SPA 8
2015

32.0%
1.6%
38.2%
49.3%
11.7%
4.1%

52.8%
29.3%
17.9%
-

39.9%
48.8%
11.3%
-

37.2%
53.2%
9.6%
-

8.7%
63.8%
27.1%
0.4%*

10.1%
72.9%
17.0%
-

12.5%
67.2%
19.1%
-

8.2%
66.1%
25.0%
-

19.7%
23.6%

23.4%
32.5%

21.4%
22.9%

17.5%
19.1%

Health Insurance
•In general, the percent of LA County adults (18+ years old) who do not have health insurance decreased noticeably (46%) from 2005 (21.8%) to 2015 (11.7%).
•SPA 6 (17.9%) had the highest percentage of adults who do not have health insurance. SPA 6 (52.8%) also had a
higher percentage of adults with public health insurance compared to SPA 7 and SPA 8.
•Within SPA 6, the South (26.1%) and Southeast (27.8%) districts had the highest percentage of adults with no
insurance.
Access to Care
•Adults (18+ years old) who had difficulty accessing medical care was highest in SPA 6 (32.5%).
•Within SPA6, the South (36.4%) and Southeast (36.7%) districts were highest.

1
Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
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What the Data Says — Summary of Some Key Findings
Health Indicators Adults (2015 1)
Preventive Services and Health Behaviors
Table A7. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Preventive Services
Pap smear in the past 3 yrs (women 18-65 yrs)
Mammogram in the past 2 yrs (women 50-74 yrs)
Flu shot in the past year (18+ yrs)
Flu shot in the past year (65+ yrs)
Pneumonia vaccination, ever (65+ yrs)
Health Behaviors
Binge drink
Smoke cigarettes
Eat 5+ servings fruits/vegetables a day
Drink at least one soda or sweetened beverage a day
Meet recommended physical activity a week (Aerobic)
Meet recommended physical activity a week (Aerobic & Strengthening)
Physically inactive

L.A.
2015

SPA 6
2015

SPA 7
2015

SPA 8
2015

84.4%
77.3%
40.1%
69.0%
62.0%

84.2%
77.6%
30.3%
62.1%
51.1%

85.9%
76.5%
36.4%
63.0%
60.9%

83.1%
74.4%
41.8%
69.3%
62.4%

15.9%
13.3%
14.7%
31.4%
65.1%
34.1%
10.9%

13.8%
13.0%
9.6%
41.9%
63.8%
30.3%
10.0%

17.6%
13.6%
11.9%
40.3%
63.6%
34.3%
11.5%

16.4%
14.8%
14.8%
30.1%
63.1%
32.1%
12.2%

Preventive Services
•Percent of Adults (18+ years old) who reported having a flu shot or pneumonia vaccination in the past 12 months
was consistently lower in SPA 6 (30.3%) compared to other areas for each time period.
•Within SPA 6, the South (24.2%) and Southwest (28.7%) districts were lowest.
•Percent of adults (65+ years old) who reported having a pneumonia vaccination in the past 12 months was lowest
in SPA 6 (51.1%).
•Within SPA 6 the Southwest district was lowest (45.4%).
Health Behaviors
•Percent of adults (18+ years old) who reported eating 5+ servings of fruits/vegetables a day was lowest in SPA 6
(9.6%).
•Within SPA 6, the Southeast district was lowest (5.1%).
•Percent of adults (18+ years old) who reported drinking at least one soda or sweetened beverage a day was highest in SPA 6 (41.9%) and SPA 7 (40.3%).
•Within SPA 6 and SPA 7, the Compton (45.9%) and East LA (54.6%) districts were highest.

1
Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
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What the Data Says — Summary of Some Key Findings
Health Indicators Adults (2015 1)
Preventive Services and Health Behaviors
Table A7. Health Indicators for Adults (18+ years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Preventive Services
Pap smear in the past 3 yrs (women 18-65 yrs)
Mammogram in the past 2 yrs (women 50-74 yrs)
Flu shot in the past year (18+ yrs)
Flu shot in the past year (65+ yrs)
Pneumonia vaccination, ever (65+ yrs)
Health Behaviors
Binge drink
Smoke cigarettes
Eat 5+ servings fruits/vegetables a day
Drink at least one soda or sweetened beverage a day
Meet recommended physical activity a week (Aerobic)
Meet recommended physical activity a week (Aerobic & Strengthening)
Physically inactive

L.A.
2015

SPA 6
2015

SPA 7
2015

SPA 8
2015

84.4%
77.3%
40.1%
69.0%
62.0%

84.2%
77.6%
30.3%
62.1%
51.1%

85.9%
76.5%
36.4%
63.0%
60.9%

83.1%
74.4%
41.8%
69.3%
62.4%

15.9%
13.3%
14.7%
31.4%
65.1%
34.1%
10.9%

13.8%
13.0%
9.6%
41.9%
63.8%
30.3%
10.0%

17.6%
13.6%
11.9%
40.3%
63.6%
34.3%
11.5%

16.4%
14.8%
14.8%
30.1%
63.1%
32.1%
12.2%

Preventive Services
•Percent of Adults (18+ years old) who reported having a flu shot or pneumonia vaccination in the past 12 months
was consistently lower in SPA 6 (30.3%) compared to other areas for each time period.
•Within SPA 6, the South (24.2%) and Southwest (28.7%) districts were lowest.
•Percent of adults (65+ years old) who reported having a pneumonia vaccination in the past 12 months was lowest
in SPA 6 (51.1%).
•Within SPA 6 the Southwest district was lowest (45.4%).
Health Behaviors
•Percent of adults (18+ years old) who reported eating 5+ servings of fruits/vegetables a day was lowest in SPA 6
(9.6%).
•Within SPA 6, the Southeast district was lowest (5.1%).
•Percent of adults (18+ years old) who reported drinking at least one soda or sweetened beverage a day was highest in SPA 6 (41.9%) and SPA 7 (40.3%).
•Within SPA 6 and SPA 7, the Compton (45.9%) and East LA (54.6%) districts were highest.
Chronic Conditions
•Compared to LA County (23.5%), the reported percentages of adults (18+ years old) who are obese were higher in
SPA’s 6, 7 and 8 (34.1%, 28% and 24.1%, respectively)—For SPA’s 6 and 7, the trend has remained consistent
over the years.
• Within SPA 6, the Compton district was highest (39.0%).
1
Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.

Community Benefit Plan 2018

28

What the Data Says — Summary of Some Key Findings
Health Indicators Children (2015 1)
Environment, TV Viewing, Breastfeeding, Child Care, Health Status, and
Health Insurance
Table C1. Health Indicators for Children (0-17 years old) in Los Angeles County
Los Angeles County Health Survey 2015.
L.A.

SPA 6

SPA 7

SPA 8

2015

2015

2015

2015

86.8%

78.5%

90.8%

87.7%

58.9%
20.2%

49.6%
25.9%

66.2%
20.4%

64.8%
24.4%

93.1%
49.7%

88.2%
44.7%

93.5%
45.0%

89.0%
52.4%

31.6%

43.1%

26.7%

26.8%

6.5%
14.5%

8.9%
12.5%

7.5%
13.4%

6.7%
18.4%

54.0%
1.1%
40.7%
3.4%

16.3%
80.7%
3.0%*

34.8%
62.1%
3.1%*

42.8%
53.9%
3.3%

Healthy Kids

0.3%*

-

-

-

California Kids

0.2%

-

-

-

Environment
Easy access to park or playground (1-17 yrs)
TV Viewing
Watch any TV (6-23 months)
Watch 3+ hours of TV (2-17 yrs)
Breastfeeding
Initiation (0-5 yrs)
At least 6 months (6 months-5 yrs)
Child Care
Difficulty finding child care (0-5 yrs)
Health Status
Fair/poor health
Special health care needs
Health Insurance
Medi-Cal
Covered California
Private
Public
No Insurance

Environment
•Percent of children (1-17 years old) who have easy access to a park or playground was lowest in SPA 6 (78.5%)—
The highly disproportionate trend has remained consistent over the years.
•Within SPA 6, the South (74.1%) and Southwest (74.6%) districts were lowest.
Breastfeeding
•Percent of children (0-5 years old) who were breastfed by their biological mothers for at least 6 months was lowest in SPA 6 (88.2%).
•Within SPA 6, the Compton district was lowest (81.1%).
Childcare
•Percent of children (0-5 years old) whose primary caretaker reported it is very or somewhat difficult to find childcare on a regular basis (excluding those who reported they do not need childcare) was highest in SPA 6 (43.1%).
•Within SPA 6, the Compton district was lowest (31.7%).
1
Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
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What the Data Says — Summary of Some Key Findings
Health Indicators Children (2015 1)
Dental Insurance, Access to Care, Health Behaviors, Reproductive Health
and Infant Deaths
Table C4. Health Indicators for Children (0-17 years old) in Los Angeles County
Los Angeles County Health Survey 2015.

Access to Care
No regular source of health care
Difficulty accessing medical care
Did not obtain dental care because could not afford it (past yr)
Health Behaviors
Family eat meals together every day
Drink at least one soda or sugar sweetened beverage a day
Meet recommended physical activity (6-17 yrs)

L.A.

SPA 6

SPA 7

SPA 8

2015

2015

2015

2015/201
32

5.7%
11.0%
11.5%

4.2%
15.0%
10.4%

6.4%*
9.5%
11.5%

3.3%
7.0%
11.9%

62.1%
39.2%
28.5%

65.7%
51.6%
28.1%

64.1%
45.3%
31.2%

64.5%
41.3%
28.7%

22.8
4.0%
12.1%

44.3
8.4%
13.3%

23.8
6.5%
10.3%

19.2
7.3%
11.3%

4.4

6.4

3.9

4.1

Reproductive Health2
Rate of births (per 1,000 live births) to teens ages 15-19 yrs
Low weight (<2,500 grams) births (per 100 live births)
Low weight (<2,500 grams) African American births (per 100 live births)
Infant Deaths2
Death rate < 365 days

Access to Care
•Percent of children (0-17 years old) whose primary caretaker reported difficulty accessing medical care was
highest in SPA 6 (15.0%).
•Within SPA 6, the South district was highest (16.5%).
Health Behaviors
•Percent of children who drink one or more sugar-sweetened beverage a day was highest in SPA 6 (51.6%)
•Within SPA 6, the Compton district was highest (54.2%).

1
Los Angeles County Department of Public Health, Office of Planning, Evaluation, and Development. Community Health Assessment 2015; March
2015.
2
Los Angeles County, Department of Public Health, Maternal, Child, and Adolescent Health Programs. Perinatal Health Indicators Los Angeles County
2013.
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What the Data Says — Summary of Some Key Findings

Demographic Projections

1

Population Growth by Race and SFMC Area (Fig. P5)
•In the SFMC service area overall, Latino and Asian/PI populations show gradual increase, while white and African American populations show gradual decrease.
•Latinos population will remain the overwhelming majority, comprising 59% of the SFMC area population.
•The Asian/PI population is projected to have overtaken the African American population slightly by 2024 in the
SFMC area.
•As Spanish and Asian-language speaking households tend to have relatively high rates of linguistic isolation,
efforts should be made to enhance outreach capacity appropriately.

1

U.S. Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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What the Data Says — Summary of Some Key Findings

Demographic Projections 1

Population Growth by Age and SFMC Area (Fig. P6)
•In the SFMC service area overall, 0-14 and 15-34 age groups show a gradual decrease.
•The 35-44 age group shows a decrease by 2019, but increases again by 2024.
•The 45-64 age group shows a slight increase by 2019, but then decreases by 2024.
•The 65+ population is projected to grow significantly by 2024 to comprise 15% of the SFMC area population.

1

U.S. Census Bureau, American Community Survey 2014, Public Use Microdata Sample
These projections are 5 year estimates from July 1, 2014 to July 1, 2019 and from July 1, 2019 to July 1, 2024
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Primary Health Concerns—What Our Focus Groups Say
According to Beneficiary focus group participants, among their communities’ primary health issues
are:
•Homelessness
•Alzheimer’s
•Diabetes (adults and children)
•Obesity
•High blood pressure
•High cholesterol
•Allergies/ influenza
Issues that negatively impact health and wellness in their communities:
•Lack of education about healthy living/ eating
•Low incomes/ lack of affordable healthy foods
•Parents lack resources to ensure healthier food options in schools
•Parents busy schedules between work and volunteering at schools
•Inadequate communication from schools
•Inability to navigate information about available services
•Lack of trust for medical/social service establishment and mishandling of social service case files
•Discrimination/ arbitrarily abusive treatment by staff and cancellation of benefits
•Lengthy wait times for appointments and ER visits
•Lack of cultural/ local community experiences among providers and outreach workers
•Lack of free and affordable health benefits
•Air pollution from freeways and environmental waste from industrial facilities
Community resources highlighted as important to health/wellness:
•Community fitness/ wellness programs (adults and children)
•Access to produce gardens
•Healthy food options in grocery stores and schools
•Having health insurance coverage
•St. Francis Health Benefits Resource Center
•Spanish-speaking doctors
•Wider pool of Medi-Cal doctors
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Primary Health Concerns—What Our Focus Groups Say, cont.
Beneficiary focus group, cont.
Most effective forms of communication/ trusted venues:
•Face-to-face (especially for undocumented)
•Written correspondence (e.g., flyers with tips and programs distributed in schools and community) – People
were mixed on the value of this form of communication
•Television morning shows (e.g., with speakers that address health and wellness topics)
•Awareness day events sponsored by the City
•Kiosks/tents at local parks/ grocery stores (specified Food 4 Less, $.99 stores, and Wallmart for low-income
people)
•Recreation and community centers (including senior centers)
•Churches
•Clinics/ Hospitals/ mobile medical units
•Schools (including preschools)
•Libraries
•Community forums
According to Stakeholder and Provider focus group participants, among their communities’
primary health issues are:
•Obesity
•Diabetes (adults and children)
•Hypertension
•Mental health and substance abuse (in schools)
Issues that negatively impact health and wellness in their communities:
•Poverty/ insufficient income in general
•Lack of education (general attainment, health/ wellness-related and child welfare laws)
•Lack of affordable housing
•High level of substandard living
•Cycle of violence
•Lack of affordable healthy food options
•Unsafe parks
•Inability to navigate information about available services
•Inability to afford childcare
•Poor quality produce in affordable local supermarkets
•Homelessness and currently sheltered but on the verge of being homeless
•Untreated mental health issues (e.g., among homeless population)
•Technology and regulatory needs related to HIPPA that hinder sharing of information between providers
Community Benefit Plan 2018
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Primary Health Concerns—What Our Focus Groups Say, cont.
Stakeholder and Provider focus groups, cont.
Disproportionately affected groups:
•African American men
•First generation Latinos
•Homeless (including growing problem of youth)
•Those living in neighborhoods impacted by violence
•LGBTQ population
•Undocumented (including mixed-status families)
•Children in foster care
•Seniors
Community resources highlighted as important to health/ wellness:
•Programs such as Community Health Improvement Plan (CHIP) that address multiple issues
•Parks for exercise and communal planting of healthy foods
•WIC and "CalFresh – Better Food for Better Living“ campaign
•WIC Authorized Food List Shopping Guide and vendors, “Can We Help?” brochure
•Watts Healthy Famers’ Market (education and Market Match)
•St. Francis collaborations promoting breastfeeding
•St. Francis hospital-based gang intervention
•St. Francis Health Benefits Resource Center
•St Francis, City of Lynwood and coalition of parents
•Parents as Teachers program
•First 5 LA Best Start Communities
•Crystal Stairs
•People Assisting the Homeless for immediate counseling and assessments
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Priority Health Needs Identified
Priority Health Needs were
identified as follows:
High rates of:
 Coronary

Heart Disease

 Stroke
 Lung

Cancer

 Diabetes
 Chronic

Obstructive Pulmonary Disease (COPD)

 Obesity
 High

Blood Pressure

 High

Cholesterol

 Allergies/Influenza
 Homelessness
 Mental

Health and Substance Abuse in Schools

Other Findings
Environment and Neighborhood—Adults who perceived
their neighborhood is safe from
crime was consistently lower in
SPA 6 (40.3%) compared to other
areas. LA County (84.0%); SPA 7
(85.0%); SPA 8 (87.8%).
Access to Fresh Produce—A
much smaller percent of residents
in SPA 6 (54.8%) reported that
they have easy access to fresh

fruits and vegetables compared to
LA County (75.0%), SPA 7
(70.8%), and SPA 8 (77.1%).

24.1%, respectively. For SPAs 6
and 7, the trend has remained consistent over the years.

Health Status—SPA 6 (30.6%)
also had a higher percentage of
residents who reported fair/poor
heath status compared to LA
County (21.5%), SPA 7 (22%), and
SPA 8 (21%). This pattern has
not changed from 2011—2015.

Environment—Percent of children
who have easy access to a park of
playground was lowest in SPA 6
(78.5%), compared to LA County
(86.8%), SPA 7 (90.8%), and SPA 8
(87.7%). The highly disproportionate trend has remained consistent
over the years.

Health Insurance—SPA 6 had
the highest percentage of adults
who do not have health insurance
(17.9%), compared to LA County
(11.7%), SPA 7 (11.3%), SPA 8
(9.6%). However, in general, the
percent of LA County adults who
do not have health insurance decreased noticeably from 2005
(21.8%) to 2015 (11.7%), a 46%
decrease, possibly attributable to
the Affordable Care Act , with
coverage for eligible participants
beginning in 2014.
Access to Care—Adults who had
difficulty accessing medical care
was highest in SPA 6 (32.5%).
Chronic Conditions—
Compared to LA County (23.5%),
the reported percentages of adults
who are obese were higher in
SPAs 6, 7, and 8 (34.1%, 28%, and

Breastfeeding—Percent of children who were breastfed by their
biological mothers for at least six
months was lowest in SPA 6
(44.7%), compared to LA County
(49.7%), SPA 7 (45.0%), and SPA 8
(52.4%).
Childcare—Percent of children
whose primary caretaker reported it
is very or somewhat difficult to find
childcare on a regular basis was
highest in SPA 6 (43.1%), compared
to LA County (31.6%), SPA 7
(26.7%), and SPA 8 (26.8%).
A copy of St. Francis Medical Center’s 2016 Community Health Needs
Assessment may be requested by
contacting the SFMC Marketing/
Communications office.

Overall Results and Priority Needs
All data showed that the
needs of children and families in the SFMC service area
are great, and in fact often
greater than most segments
of Los Angeles County.
The most prominent health
care issues and concerns
highlighted in the Needs Assessment are that residents

Community Benefit Plan 2018

in SFMC’s service area continue to face significant barriers
in accessing needed health
care. SFMC has been designated as a Disproportionate
Share Hospital because of the
high number of patients who
are uninsured and underinsured. As previously noted,
76.1% of SFMC’s reimburse-

ments for services are derived
from Medi-Cal, Medicare, and
LA County. In addition, communities within SFMC’s service area have been designated
as Medically Underserved Areas and Health Profession
Shortage Areas by the Federal
Government.
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Health Benefits Resource Center
Goals and Fiscal Year 2017 Outcomes
Health Access Activities: Increase access to health care by linking families to medical coverage offered
by government-sponsored programs and/or private agencies.
FY2017 Total

FY2017 Goal

4,518

4,500

4,638

New health-related applications for medical coverage completed
and submitted to designated health program administrator.
Note: FY2017 goal was decreased to accommodate the transition
period to outsourced services. In FY2018, services were brought
back under SFMC operations.

2,280

800

2,557

Total number of family members included under the new
applications submitted.

3,208

*

3,435

866

440

675

2,230

*

1,630

Activity
One-on–one Health Eligibility Screenings completed.

FY2016 Total

New Applications

Re-certifications
Re-certification applications completed and submitted to
designated health program administrator.
Total number of family members included under the re-certification
applications submitted.*

CalFresh Program Access Activities: Increase access to nutritious food and decrease hunger by linking
families to the CalFresh Program (formerly known as the Food Stamp Program) offered by the Department
of Public Social Services (DPSS).
FY2017 Total

FY2017 Goal

Number of individuals educated on the benefits of the CalFresh
program.

3,031

2,400

Number of individuals enrolled into the CalFresh program.

1,006

600

1,401

FY2017 Total

FY2017 Goal

FY2016 Total

774

850

940

416

500

588

1,006

*

1,401

Re-certification applications for CalFresh completed and
submitted to designated program administrator

229

150

232

Total number of family members included under the
re-certification applications submitted.

557

*

536

Activity

Activity
One-on-one CalFresh Eligibility Screenings with families completed.

FY2016 Total

New Applications
New CalFresh applications for CalFresh benefits completed and
submitted to designated program administrator
Total number of family members included under the new CalFresh
applications submitted.
Re-certifications

*The number of family members assisted under a single enrollment application cannot be estimated in advance, so no
FY2017 was target established.
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Health Benefits Resource Center
Goals and Fiscal Year 2017 Outcomes, cont.
Physician and Managed Care Activities: Increase access to health care by linking families to primary care
physicians, managed health plans and health care choice change by assisting families in finding and/or referring to a Medical Home or Physician/Provider for their medical needs. Increase access to health care by
linking families to medical coverage offered by government-sponsored programs and/or private agencies.
Activity

FY2017 Total

FY2017 Goal*

FY2016 Total

Medi-Cal Managed Care
Medi-Cal Managed Care applications completed.

194

222

Total number of family members covered by the Medi-Cal
Managed Care applications completed.

310

314

Medi-Cal Managed Care change completed.

51

185

Change of Health Care Plan
Health care choice change completed.

7

13

New physician referrals completed.

258

617**

Change of physician – referrals completed.

51

Physician Referral

Health Enrollment and Utilizations Intervention Activities: Increase access to health care by providing ongoing
case management and support for families who may experience any type of difficulty related to their enrollment, utilization and/or access to their benefits.
Activity

FY2017 Total

FY2017 Goal*

FY2016 Total

5,613

5,480

Health Education - Community referrals completed.

706

1,210

Legal Services – Education and referrals completed.

6

187

975

834

Health Education – Direct services completed.

Miscellaneous referrals completed.

Social Services Resources, Health Education, and Community Referrals Activities: As part of the one-stop wraparound model, offer information about available programs and/or resources families may be eligible for with
focus on meeting the family’s request and/or need. Increase access by providing a dependable, trusted
referral mechanism for social service agencies, schools, churches and community-based organizations.
Activity

FY2017 Total

FY2017 Goal*

FY2016 Total

Social service interventions and referrals provided at time of
Health Enrollment services

25

16

Social service interventions and referrals provided at time of
Health Utilization services

1,419

1,254

*FY2017 goals not available during the period of Dec. 2016-June 2017 when HBRC transitioned to outside services.
**FY16 total included new referrals and change of physician referral.
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Health Benefits Resource Center
Goals and Fiscal Year 2017 Outcomes, cont.
Community Outreach Activities: Increase access to health care by providing outreach education about
programs and services available to the community and linking families to medical coverage offered by
government sponsored programs and/or private agencies.
Activity

FY2017 Total

FY2017 Goal*

FY2016 Total

Community outreach events attended

20

127

School-based events attended

17

21

4,566

3,451

Individuals educated

St. Francis and HBRC Calls Activities: The HBRC staff is trained to provide information to callers regarding
programs and services, educational events and other hospital events that are available to the community, as well as schedule appointments for HBRC and/or register individuals for programs and events that
foster health and wellness throughout the Southeast Los Angeles community.
FY2017 Total

Activity
HBRC incoming calls answered and assessed
Note: No target number of calls is set; however, the goal is to
answer 100% of calls. During HBRC’s designated office of
operations, Monday-Friday from 8:30 am – 5:00 pm, 100% of
calls were answered and callers assisted.

FY2017 Goal

FY2016 Total

10,767

13,534

22

480

Class Registrations completed
Note: In FY2017, class registration transitioned back to the
departments offering the class.

Medi-Cal and CalFresh Approval Rate Activities: Increase access to health and nutritional programs by
helping to ensure applications are completed fully and accurately.
Activity
Medi-Cal application approval rate

FY2017
Total
97%

FY2017
Goal
95%

FY2016
Total
97%

CalFresh application approval rate

88%

85%

89%

Notes
HBRC was able to exceed the goal for
approval rate of applications. This is due
to current internal processes in place
and partnership with Dept. of Public
Social Services Staff
HBRC was able to exceed the goal for
approval rate of applications. This is due
to current internal processes in place
and partnership with Dept. of Public
Social Services Staff

*FY2017 goals not available during the period of Dec. 2016-June 2017 when HBRC transitioned to outside services.
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Health Benefits Resource Center
Goals and Fiscal Year 2017 Outcomes, cont.
Schools Outreach and Activities: Provide families with children attending area schools an option to
explore health care coverage, the CalFresh Program and/or other services provided by the Health
Benefits Resource Center.
Activity

FY2017 Total

FY2017 Goal*

FY2016 Total

School events attended

17

5

Parent meetings attended

1

4

3,001

400

Individuals educated on HBRC programs and services

St. Francis Medical Center Health Benefits Resource Center Special Assistance through the Philanthropic
Fund of the SFMC Foundation: Provide assistance to clients who meet the eligibility criteria and have no
means/monies to purchase prescription drugs or food.
Item

FY2017 Total

FY2017 Goal**

FY2016 Total

Food vouchers distributed

6

35

Prescription Vouchers Distributed
Note: This service discontinued.

1

6

Total Cases

7

41

Total Persons served

8

105

Total Dollar Amount

$635

$2,703.35

St. Francis Medical Center Health Benefits Resource Center FAME - Taxi and Tokens Activities: The
Immediate Needs Transportation Program (INTP) provides subsidized taxi service and/or transit subsidy
for Los Angeles County residents with limited resources who have a transportation need and no other
resources to meet the need.
Item

FY2017 Total

FY2017 Goal**

FY2016 Total

Taxi Vouchers Distributed

221

229

Transit Tokens Distributed

378

943

$4,192

$5,023

20

30

Dollar amount
Monthly average of persons assisted with FAME
Discontinued

*FY2017 goals not available during the period of Dec. 2016-June 2017 when HBRC transitioned to outside services.
**No FY2017 goal established. Service provided as determined by the needs of the client.
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Health Benefits Resource Center
Fiscal Year 2017 Key Highlights
Individuals Enrolled into Health Benefits July 2016—June 2017

A total of 3,208 individuals have applied to health programs in FY2017. Medi-Cal comprises a
large percentage of enrollments, with 2,975 people enrolled within the fiscal year.

DPSS Medi-Cal Approved and Denied Applications—Disposition of Accounts Processed
July 2016—June 2017

Internal quality improvement plans and the strong partnership with L.A. County DPSS District 16 contribute to the
excellent approval outcomes. SFMC-HBRC results are higher when compared to L.A. County Medi-Cal approval
rate of 64.5%. (County of Los Angeles Department of Social Services, December 2015).
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Welcome Baby
Fiscal Year 2018 Goals and Fiscal Year 2017 Outcomes
Improve access to primary health prevention, parent education, and linkage to social services for
St. Francis Medical Center’s maternity patients.
Objectives: Provide personalized prenatal, post-partum, and hospital visits with a professionally trained
Parent Coach, from pregnancy through the baby’s first 9 months for families living within First 5 LA’s Best
Start Communities.
Provide breastfeeding support by Certified Lactation Educators, referrals to community resources, and an inhome visit by a registered nurse within the first week following mom and baby’s discharge from the hospital.
Enhance the parent-child relationship and the health, safety and security of the baby, by providing
intervention services immediately before and after birth.

Welcome Baby FY2018 Goals and FY2017 Outcomes

FY2018
Goal

FY17
Actual

FY2017
Goal

FY2016
Goal

FY2016
Actual

Number of moms and families educated about Welcome Baby services
and provided opportunity to enroll.

1,500

4,196

1,750

1,500

3,427

Number of moms enrolled in Welcome Baby

2,000

1,182

2,500

2,000

2,415

Provide moms with a nurse home visit.

80%

65.5%

80% of
moms

80%

67.7%

Ensure parents schedule a pediatric well-baby visit within two weeks of
birth.

80%

82%

80% of
parents

80%

91.7%

Connect participants to local food resources.

90%

96%

80% of
participants

80%

95.2%

Provide participants with a home safety and security screening.

90%

94%

80% of
participants

80%

100%

Provide lactation education and support so that moms initiate breastfeeding at the hospital.

80%

90.25%

80% of
moms

80%

89.9%

Ensure parents schedule a two-month well-baby visit.

90%

99.5%

80% of
parents

80%

98.5%

Connect participants to the First 5 LA Select Home Visitation Program.

30%

35.5%

30% of
participants

30%

33.3%

Facilitate medical home link and health care coverage for babies within
nine months of birth.

95%

98%

80% of
babies

80%

96%

Of the enrolled participants, complete the following:
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Welcome Baby
Fiscal Year 2017 Outcomes, cont.
Welcome Baby FY16 Year-End Snapshot

FY2017 Outcome

FY2016 Outcome

Special Planning Areas served

South Service Planning Area 6
East Service Planning Area 7

South Service Planning Area 6
East Service Planning Area 7

Best Start Communities served

Central Long Beach; ComptonEast Compton; South East LA;
Broadway/Manchester; West
Athens; and Watts/Willowbrook

Central Long Beach; Compton-East
Compton; South East LA; Broadway/Manchester; West Athens; and
Watts/Willowbrook

People served
Children age 0-5
Parents/Guardians/Pregnant Women

863
895

1,102
1,179

Percentage of children served by race/ethnicity
Latino/Hispanic
Black/African American
Other

85%
10%
5%

85%
10%
5%

Percentage of parents/guardians/pregnant women served
by primary language spoken at home
English
Spanish

65%
35%

60%
40%

Percentage of parents/guardians/pregnant women served
by race/ethnicity
Latino/Hispanic
Black/African American
Other

85%
10%
5%

85%
10%
5%

Clients served that received home visitation (prenatal, newborn, postnatal)
Children age 0-5
Parents/Guardians/Pregnant Women

713
737

915
920

Clients referred to regional Select Home Visitation Programs

180

213

Regional Select Home Visitation collaborators

The Children’s Institute, South LA
Health Projects, Shields for Families (HFA and PAT Programs), LA
Child Guidance Center, El Nido
Family Center, Richstone Family
Center, Human Services Association, Plaza Community Services,
and The Whole Child

The Children’s Institute, South LA
Health Projects, Shields for Families
(HFA and PAT Programs), LA Child
Guidance Center, El Nido Family
Center, Richstone Family Center,
Human Services Association, Plaza
Community Services, and The
Whole Child

Children age 0-5 that received developmental screenings

892

1,091

Parents/Guardians/Pregnant Women who received breastfeeding education and assistance

2,304

1,102

Parents/Guardians/Pregnant Women who received community resource/referrals

1,092

1,121

Parents/Guardians/Pregnant Women who received safety
education and injury prevention

1,163

1,179
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Healthy Community Initiatives, cont.
FY2017 Healthy Community Initiatives: Choose Health LA Kids Outcomes
Activity

FY2017 Totals

Description

Nutrition classes
conducted at St.
Philip Neri School in
Lynwood, CA

6 classes conducted The children were introduced to
healthy eating through the con119 children age 5cept of “MyPlate” and the five
10 in grades K-5 parfood groups that comprise a balticipated
anced meal.
25 of the children
After reviewing the good groups,
were age 5
the instructor asked the students to
identify and give examples of the
each. Using photos of various
foods, the students then built a
plate with all five food groups and
shared the contents of their plate
with the class. To reinforce the
lesson and encourage them to
continue eating a balanced meal
from all food groups, each child
was given a MyPlate to take
home.

Significance
Healthy eating and physical activity begin in early childhood.
Pre-school and elementary
school years are an important
time for developing healthy habits for life. The MyPlate concept
offers credible science-based
evidence to help kids build
healthy meals and maintain or
achieve a healthy weight. MyPlate provides a tool for children
to use that will help them make
wise choices in a fun and appealing way.
The ultimate goal of the nutrition
classes was to teach nutrition,
water consumption, and the importance of play.

Distribution of
CalFresh (Nutrition
Program) and Women, Infant, Children
(WIC) materials

267 people received
material at the “I
Love Compton” Best
Start event in July
2016 and SFMC Maternity Tours in Aug.
and Sept. 2016

The material provided information
about the CalFresh and WIC programs which help to ensure individuals with food insecurities have
access to nutritious food.

By providing these materials, eligible individuals and families
were connected to these programs that could support and
promote better health.

Distribution of Dept.
of Public Health
“Nutrition Education
Reinforcement”
items

87 velcro balls

The items were distributed at:

52 apple slicers

Philip Neri School in Lynwood,

20 beach balls

Compton Best Start Event - July
2016

The promotional items encourage cooking and eating appropriate portions of fresh vegetables and fruits, eating a balanced meal based on the five
food groups, drinking more water, and staying active.

81 measuring spoons

10 aprons

St. Francis Medical Center while
conducting vending machine surveys

10 cutting boards

National Night Out - Aug. 2016

60 measuring cups

23 juicers
3 water bottles
122 MyPlates
2 clips

SFMC Maternity Tours - Aug. 2016
Lynwood Park Outdoor Fitness
Zone - Aug. 2017
Healthy Lynwood Coalition collaboration meeting - Sept. 2016

87 totes
8 Otter Potter books
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Healthy Community Initiatives, cont.
Past Achievements: FY2016 and FY2015 Healthy Community Initiatives: Choose Health LA Kids Outcomes
FY2016 Healthy Community Initiatives: Choose Health LA Kids Outcomes

FY2016 Goal

FY2016 Total

Number of people served

—-

689

Healthy Parenting-Nutrition Workshops

Conduct 8 class
cycles

Completed 8 class cycles

Restaurant Relationships—Facilitating restaurant’s participation as a
Choose Health LA Kids restaurant

Establish 5

Completed 13 including 4 ribbon-cutting
ceremonies

Restaurant Presentations

Conduct 11

Completed 14

Grocery Store Tours

Conduct 24

Completed 24

Food Demonstration

Host 18

Hosted 30

Parent Collaborative Meetings

Coordinate 10

Coordinated 11

Description/Activity

FY2015 Healthy Community Initiatives: Choose Health LA Kids Outcomes

FY2015 Achievements

Description/Activity
Number of people reached through CHLAK activities

14,275

Resource Guides

Distributed 3,574

Restaurant Postcards

Distributed 1,219

Restaurant presentations

Reached 540 people through13 presentations

Restaurant Relationships

Established 7

Grocery Store participation in tours and food demonstrations

Engaged 5 stores

Grocery Store Tours

Educated 158 people

Grocery Store Food Demonstrations

Engaged 2,480 people

Parent Collaborative

Involved 25 community members

“Photo Voice” event showcasing local parents’ perspectives on the various ways advertisers promote unhealthy foods and beverages to children through popular media

Engaged 100 community participants

CalFresh and WIC Material Distribution

Reached 4,187 people

2 LA County Social Service Events and 2 Community Events

Reached 2,000 people
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Healthy Community Initiatives, cont.
with DPH to develop of a list of
environmental support strategies
that increase and promote access
to healthy beverages; and
participating with LACDPH to
advance and market strategies
and conduct evaluations.
The NEOP grant term ended in
September 2016. With the
conclusion of the program at St.
Francis, the NEOP team
transitioned key projects to
community collaborators who will
continue to advance NEOP’s
goals. The NEOP team trained 15
community members to be
ongoing fitness instructors. The
NEOP team also empowered
participants in the Lynwood
Healthy Living Coalition, which
was established by NEOP, to keep
city leaders accountable for
commitments made to advance
the well-being of the community.
Many of the coalition members
are long-time residents, with a
vested interest in the health and
welfare of the community. In
support of the Coalition, the City
of Lynwood has made available to
its members and to the
community a phone app that
enables individuals to dial any
city department directly to report
health and safety issues.
Collaborative Partners:
American Career College at St.
Francis; American Heart
Association; Service Planning
Area 6; City of Lynwood Parks
and Recreation; California
Department of Public Health; LA
County Department of Health;
First 5 LA; Public Health
Advocates; St. Michael’s Church,
Los Angeles; Our Lady of Victory
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Church, Compton; Sacred Heart,
Compton; St. Albert the Great,
Compton; St. Gertrude’s Church,
Bell Gardens; St. Lawrence of
Brindisi Church, Los Angeles; St.
Emydius Church, Lynwood;
Roosevelt Middle School; Bradley
Milken Youth and Family Center;
Cesar Chavez Elementary School;
Hosler Middle School.
Although the program concluded
in the first quarter of fiscal year

2017, the outcomes shown below
and on the next page for the Vida
Sana/NEOP and CHLAK
programs in fiscal year 2016
outcomes are worth noting in this
year’s report since much of what
was accomplished in fiscal year
2017 to address heart disease,
stroke, diabetes, and obesity was
built upon the achievements of
previous years.

FY2016 Healthy Community Initiatives: Vida Sana/NEOP Outcomes FY2016
Achievements
Number of people served

9,760

Health Fairs: Number of people screened
Number of health screenings provided

530
3,702

Health Screening Events: Number of people screened
Number of health screenings provided

1,044
7,266

Chronic Disease Intervention and Prevention
Number of Aerobic Classes taught
Number of Aerobic Class participants
Number of NEOP Presentations given
Number of NEOP participants
Number of Type II Diabetes presentations
Number of Type II Diabetes participants
Number of Patient Advocacy Measure/Medical Consumerism
presentations
Number of Patient Advocacy Measure/Medical Consumerism
participants
Number of Stroke Awareness and Prevention presentations
Number of Stroke presentation participants
Number of Smoking Cessation presentations
Number of Smoking Cessation participants
Number of Rethink Your Drink presentations
Number of Rethink Your Drink presentation participants
Number of Harvest of the Month presentations

578
13,777
297
4,553
18
307
4
46
7
92
13
133
4
44
11
145

Community Outreach
Number of Enrollment Sunday events
Number of people served
Number of Telephone Outreach calls and connections
Number of health screenings provided at Community Outreach
health sites
Number of new participants enrolled via Community Outreach

17
136
6,198
62
489
1,566
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FY2016 Healthy Community Initiatives: Vida Sana/NEOP Outcomes , cont.

FY2016 Achievements

Description/Activity
Policy System Environmental Changes (PSE)
Community Gardens established
Number of Garden participants
Number of Coalition Meetings
Number of Coalition Meeting participants
Number of Walking Club events held
Number of Walking Club participants

7
56
6
61
4
42

Community Health Promoters (Promotoras)
Number of volunteers trained
Number of active volunteers
Number of hours served

220
54
834

Key Highlights of the FY2016 CHLAK, Vida Sana, and NEOP programs:


Launched the Lynwood Unified School District Wellness Policy in collaboration
with Lynwood Unified School District, leading to passage of the Healthy Snacks
and No Vendors at Schools policy.



Facilitated passage of the City of Lynwood Safe and Healthy Parks Resolution
that established a task force responsible for addressing healthy food and beverage vending options, physical activity opportunities, and safe open spaces that
have adequate lighting and are free of tobacco.



Initiated Walking Club and hosted training dates for annual City of Lynwood
5K/10K Walk-Run.



Organized community gardens, including one at SFMC, provided nutrition education and garden classes, and distributed home-grown produce to wellness
participants.



Conducted 11 Parent Collaborative Meetings to build a community network focused on health and wellness.



Provided eight Healthy Nutrition Parenting class cycles.



Completed 14 restaurant presentations and established 13 Choose Health LA
Kids restaurant relationships, whereby restaurants commit to offering healthy,
smaller-sized portion menu options.



Hosted 24 grocery store tours showing how to shop the healthy aisles and select
nutritious foods; and led 30 healthy food demonstrations.
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Healthy Community Initiatives, cont.
School-based Nurse
HCI’s school-based nurse provides
preventive health services and
education to private elementary
schools that lack the resources to
retain a staff school nurse.
Care and services include health
screenings for dental health, lice,
scoliosis, and body mass index;
childhood immunizations; and
audio and vision screenings. The
nurse also conducts immunization
and TB assessments, follows up on
student histories of illness and
allergies, ensures student
compliance with state
immunization requirements,
develops care plans for students

with special needs, issues parent
notifications for food allergies,
medication forms, and any
immediate health concerns,
reviews and maintains updated
emergency cards, provides
translated communication for nonnative English speaking parents/
families, conducts faculty and staff
educations and parent educations,
and receives health visits from
students.
This past year, health education
addressed Asthma management,
anaphylaxis (food allergy)
management, dental health,
diabetes, growth and development,

lice prevention and management,
abstinence, immunizations, handfoot-mouth disease, nutrition,
scoliosis, tuberculosis, seizure
management, hands-only CPR,
stroke, and hypertension.
Collaborative Partners:
LA County Immunization Program;
City of Paramount; Big Smiles;
USC School of Dentistry; Vision To
Learn; Los Angeles Department of
Public Health; American Heart
Association; American Lung
Association; Mother of Sorrows;
Our Lady of Talpa; St. Vincent
School.

FY2017 Healthy Community Initiatives: School-based Nurse Outcomes

FY2017 Total

FY2016 Total

Number of students served

5,993

2,721

Number of parents and family members served

2,488

1,801

Number of faculty/staff educated

293

295

Number of people educated

1,983

6,527

Number of health screenings provided

2,859

6.911

Number of people who received health education materials and/or attended health
education classes

7,464

6,527

FY2017 Healthy Community Initiatives: School-based Nurse Support Provided to Other HCI Events Outcomes

FY2017 Total

Number of adults screened

451

Number of screenings provided to adults

3,463

Number of children screened

31

Number of screenings provided to children

93

Number of people who received health benefits information

89
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Injury Prevention Program, cont.
Children's Counseling Center.

integrated services.

Southern California
Crossroads (SCC) houses the
headquarters for the South LA
TRC. SCC provides victim
advocates and an office manager
who coordinates day-to-day
activities of the TRC and assists
with program evaluation.

1) Outreach to hard to reach
populations is conducted by victim
advocates. Informational
pamphlets, flyers, and public
service announcements are made
available at neighborhood liquor
stores, corner markets, parks, and
other places that residents
congregate or have been identified
as high-crime areas. In addition,
the Health Benefits Resource
Center (HBRC) at St. Francis
provides referrals to the TRC and
assists TRC clients in applying for
health insurance, CalFresh
benefits, and other basic needs.

Jenesse Center, Inc., offers a
comprehensive program to
domestic violence victims and
their children, including a victim
advocate to provide services to
domestic violence victims and
consultation to clinicians on
aspects of treatment.
Pepperdine University: The
Pepperdine University
Graduate School of Education
and Psychology provides
master’s and doctoral students
who serve as clinical case
managers (CCMs) and one
licensed clinical psychologist. The
CCMs offer the mental health
treatment services to TRC clients,
supervised and overseen by the
licensed clinical psychologist.
University of Southern
California (USC) dedicates an
Associate Professor of Psychology
to supervise evaluation.
YWCA Greater Los Angeles
provides counseling and support
to TRC clients who are victims of
sexual assault.
Journey Out supplies counseling
and support to TRC clients who
are victims of human trafficking,
which includes sex trafficking and
commercial sexual exploitation.
Project Services:
The South LA Trauma Recovery
Center provides fundamental
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2) Training for law enforcement
agencies, community-based
agencies and other health care
practitioners is provided by SCC,
Jenesse, YWCA and Journey Out.
Quarterly training session topics
include identifying crime,
understanding the impact of crime
on behavior and health and the
importance of treating trauma
arising from victimization.
3) Direct services for crime victims
and family members of homicide
victims is offered using an
evidence-based treatment model.
The South LA TRC’s direct
services are primarily offered on
site at SCC and at St. Francis,
with partner agencies providing
services at their sites or in victims'
homes on an as needed basis. All
crime victims and families of
homicide victims are eligible for
services.
Direct services, customized for
each individual and taking into
account the type of crime
experienced, fall into the following
three categories:

Medical Care: Follow up on
injuries, rehabilitation,
medication management,
physical therapy and healthy
living programs.
Mental Health: Short term
counseling, crisis intervention,
assessment and safety planning;
long term therapy, group therapy,
psychiatric follow up (as needed),
counseling for children (as
needed), advocacy (includes
completing the application for
victim compensation funds,
providing information on grief
and trauma, navigating the
criminal justice system, and
assisting with victim impact
statements) and clinical case
management.
Information and referrals for
non-direct services: Legal
services, benefits enrollment,
vocational/educational support,
job placement, transitional
housing, transportation
(including bus tokens and/or taxi
vouchers), substance abuse,
referrals to emergency shelters,
etc.
Additional services provided to
sexual assault victims include
medical examinations, treatment,
testing for HIV and sexually
transmitted illness; transfer to a
local SART (Sexual Assault
Response Team) if needed;
advocacy and support during
interactions with law
enforcement; court
accompaniment; and referrals
and crisis hotlines.
Projected Number of Clients:
The South LA TRC anticipates it
will provide application
assistance for 1,833 clients
seeking crime victim
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Injury Prevention Program, cont.
compensation over the 22-month
grant period, and will provide 917
victims with access to physical and
mental health services, including
emergency psychiatric services as
needed.
Geographic Area:
The South LA TRC serves areas
with high levels of poverty and
criminal activities – physical
assault, rape, domestic violence
and homicide – including Lynwood,
Florence-Graham, Compton, South
Gate, Watts, Willowbrook, South
Central, Athens and adjacent
communities. The TRC estimates
service hours of approximately 370
hours in year one and 550 in year
two. St. Francis is located just over
one mile from Compton, 1.25 miles
from Watts, 1.35 miles from
Willowbrook, and 1.6 miles from

the Florence-Graham area.
In the FY2017 period, as part of
the program’s plan to identify
individuals who could benefit from
the TRC’s services, the
collaborative TRC team from
Southern California Crossroads
conducted cognitive behavioral
intervention for trauma in schools
(CBITS). This encompassed
issuing a pre- and post-test,
scoring for stress and depression.
To provide some perspective on the
need for TRC services, test scores
over 11 are considered clinically
significant and indicate the need
for therapy. The students tested
by the TRC team in the SFMC
service area scored an average of
19. In response to the results, the
TRC team began the process of
obtaining consent from parents to
provide counseling to the students.

Injury Prevention Program FY2017 Outcomes

Number of individuals served

St. Francis Medical Center’s
Injury Prevention Program is
predicated on the principle that
saving lives begins before the
gurney, and should injury occur,
compassionate intervention can
promote the process of healing
and recovery. Through these
programs, SFMC endeavors to
lay a promising path for
residents within our community,
and especially for young people
ages 14-24 — the most critical
and impressionable years — and
to educate and equip the
community’s youth with the tools
and knowledge that will give
them alternatives to actions and
attitudes that perpetuate
violence. Every person deserves
the chance to feel safe and
supported, and to lead a healthy,
productive life.

FY2017 Total

FY2016 Total

1,048

549

After-school Film Project: Number of participants
Cesar Chavez Middle School
Lynwood Middle School
Hosler Middle School
Firebaugh/Lynwood High School
Advance Path Academy

98

94

Summer Program for at-risk youth: Number of participants

22

24

Los Angeles Gang Violence Prevention & Intervention Conference: Number of participants

586

325

Southern California Trauma Recovery Center
(Program started in FY2016 so no stats to report)

342
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COPE Health Scholars Program, cont.
COPE Health Scholars
FY2017 Departments/Programs
Clinical
COPE Health Scholars Program FY2017
Outcomes

Number of students served

Non-Clinical

FY2017 Total

432

Career Path
Indicated at beginning of program

2-East Medical/Surgical
4th Floor Medical/Surgical
5th Floor Maternity
6th Floor Telemetry
7th Floor Medical/Surgical
8th Floor Medical/Surgical
Catheterization Lab
Emergency Department
Team Care—Emergency Dept.
Intensive Care Unit
Nursery and Neonatal Intensive
Care Unit
Nutrition
Operating Room
Pre-Admission Testing
Preoperative Services
Rehabilitation Services
Trauma Services

Case Management
Executive Administration
Hospital Operations
Human Resources
Menu Collection
Patient Advocacy
Post-Discharge Phone Calls

Post-Discharge Call Collection Data

Menu Collection Data

*COPE services were temporarily on hold in Feb. 2017.
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Community Building Activities / Board Participation
Community Board
Participation encompasses
SFMC representation on boards
and coalitions of community
agencies and organizations.
Through the ongoing
collaboration of SFMC with
organizations which share a
commitment to meeting the
community’s health care needs
and to addressing the issues that
affect overall health and well-

being, resources are
strengthened and best practices
are optimized, resulting in
outreach programs with the
greatest positive impact. More
than 164 hours were dedicated
to serving on boards, chambers,
and service agencies/
organizations.
Collaborative Partners:
LA Immunization; Lynwood

Health Advisory Committee; and
Huntington Park Chamber of
Commerce. Lynwood Chamber of
Commerce was under
reorganization in FY2017.
Participation will resume in
Community Boards
FY2017 Outcomes

FY2017
Total

Number of hours dedicated to
community boards and organizations supporting community
health and wellness

164

Community Benefit Planning and Reporting
Community Benefit Planning
and Reporting includes staff
and staff time dedicated to
planning and reporting the
organization’s community benefit
programs and to facilitating the
triennial Community Health
Needs Assessment.

the SFMC Community Health
Needs Assessment and other
service area data to support the
monitoring and development of
community benefit programs.

Community benefit program
directors and community affairs
staff use tracking software and

Collaborative Partners:

More than 144 hours of
planning and reporting were
completed.

departments and directors who
facilitate the hospital’s community
benefit programs.
Community Benefit Planning
and Reporting
FY2017 Outcomes

FY2017
Total

Number of hours dedicated to
the planning and reporting of
community benefit programs

144

More than 18 SFMC

Foundation Support of Community Benefit Programs
The SFMC Foundation supports
community benefit programs and
services offered by SFMC through
grant applications and other fundraising activities, including special
events/projects, and the attainment
of major gifts from corporations and
individuals. Foundation staff are
dedicated to securing funding for
community benefit programs.
Collaborative Partners:
Nick Alexander Imports; American
Career College; Avon; California
Victim Compensation Board;
California Community Foundation;
California State University,
Northridge; Cardiovascular Medical
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Associates; Care Wear Uniforms;
Catholic Charities of California;
CompSpec; City of Compton;
Covered California; Daughters of
Charity Ministry Services
Corporation; Carrie Estelle Doheny
Foundation; Faison & Faison
Dental Corporation; Frederick J.
Filz; First 5 LA; Foley & Lardner
LLP; Jenesse Center, Inc.; Journey
Out; L.A. Care Health Plan; Ladies
of Charity; Los Angeles Department
of Public Health; City of Lynwood;
Lynwood Unified School District;
Kaplan & Perrone; Maloney Meat
Company; Jim Mora Count on Me
Foundation; City of Paramount;
Pepperdine University Graduate

School of Education and
Psychology; Ralphs Grocery
Company; San Antonio Winery;
SHIELDS for Families; Southern
California Crossroads; Michael
Tierno; University of Southern
California Department of
Psychology; Wells Fargo; West
Coast University; West Portal Oral
& Facial Surgery Center; Carl E.
Wynn Foundation; and YWCA
Greater Los Angeles.
Foundation Fundraising Support FY2017
FY2017 Outcomes
Total
Funds raised by the Foundation
in support of community
benefit programs

$ 4.1
million
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Community Benefit Report Summary—Fiscal Year 2017
Persons
Served

Total Comm
Benefit $

Direct Offsetting Revenue $

Net Community
Benefit $

Benefits for Persons Living in Poverty
Traditional Charity Care

5,880

7,598,575

Unpaid Costs of Public Programs
(MediCaid)

128,843

242,034,747

Community Health Improvement
Services

41,470

1,014,090

(846,496)

167,594

-

1,936,123

---

1,936,123

Financial/In-Kind Contributions

880

1,651,585

---

1,651,585

Community Building Activities

159

98,325

(17,659)

80,666
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5,270
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---
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---

---

Community Building Activities
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88,614

(363)

88,251
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-

290,392

---

290,392

186,585

257,109,506

(244,612,073)

12,497,433

Unpaid Costs of Medicare
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(106,618,590)

19,075,610

Total with Medicare
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382,803,706
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Subsidized Health Services
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-0-

Benefits for Broader Community

---

Total Benefits
Total
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Introduction
Our Hospital and Health Care Services
St. Francis Medical Center (SFMC) is the only comprehensive, non-profit health care
institution serving the one million residents of Southeast Los Angeles. A 384- bed
facility, SFMC offers a full range of diagnostic and treatment services provided by more
than 2,000 associates and 450 affiliated physicians. With 20,087 inpatient admissions
last year and 126,999 outpatient visits, SFMC operates one of the largest and busiest
private Emergency/Trauma Centers in Los Angeles County, treating 70,259 emergency
patients and 2,186 trauma patients. 4,054 babies were born in our Family Life Center,
637 of whom were cared for in our state-of-the-art Neonatal Intensive Care Unit. Our
Heart and Vascular Center, Maternal-Child Health Program, Orthopedics/Joint
Replacement Program, Surgical Services, Imaging Services, Behavioral Health and
Wound Care facilities offer comprehensive services to the community. Our Primary
Stroke Care Center and STEMI Receiving Center, both approved by the Los Angeles
County Emergency Medical Services Agency, fill a major gap in critical services in
Southeast Los Angeles.
In addition to our acute and outpatient health care services, SFMC operates a broad
range of educational and community service programs. SFMC is dedicated to nurturing
healthy children and families, fostering self-sufficiency, enhancing individual and
community well-being, and achieving excellence in facilities and technology. SFMC’s
ultimate goal is to improve the health and well-being of the community.
Our Mission and Values
The employees and physicians of St. Francis Medical Center are proud to carry on a
long history of serving our diverse community of Southeast Los Angeles. We are a
dynamic organization dedicated to responding to the needs of the community and to
transforming the ways in which we deliver excellent medical care.
We believe in treating the whole person at every stage of life, and we endeavor to make
health care more accessible and affordable. We continue to look to expand and create
new clinical programs, while remaining committed to providing quality, compassionate
care to the patients we are privileged to serve.
As a hospital we are committed to creating a healthier community side-by-side with
patients, family, physicians, community members and local leaders, and to providing
community benefit through a variety of community-based outreach programs and
wellness activities.
St. Francis Medical Center Implementation Strategy
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We choose to align ourselves with the following values, aspiring to live out these values
each day so that they may guide our actions.
Respect
We demonstrate that we value others and ourselves through our words and actions.
Caring
We provide our patients and their families with compassionate, quality care, treating
them and each other with kindness.
Integrity
We act with honesty and transparency to do the right thing.
Passion
We are dedicated to making a difference in the health of our communities and in the
lives of all those we serve.
Stewardship
We are committed to being wise stewards of our resources, creative in our approach to
challenges and opportunities, and accountable for the results we want to achieve as a
charitable organization.
In 2019, St. Francis Medical Center conducted a Community Health Needs Assessment
(CHNA) to assess the significant health needs for the hospital service area. The CHNA
and the resulting Implementation Strategy identify and address significant community
health needs. These reports help guide the hospital’s community health improvement
programs and community benefit activities, as well as its collaborative efforts with other
organizations that share a mission to improve health. This Implementation Strategy
explains how St. Francis Medical Center plans to address the significant health needs
identified by the CHNA.
Report Adoption, Availability and Comments
This Implementation Strategy was adopted by the St. Francis Board of Directors on
October 15, 2019. This report is available to the public on the hospital’s web site,
https://stfrancis.verity.org/SFMC/about.php#about-panel2. Written comments on this
report can be submitted to LindaWoo@verity.org.
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2019 Community Health Needs Assessment Summary
St. Francis Medical Center conducted a Community Health Needs Assessment (CHNA)
to comply with state and federal regulations guiding tax-exempt hospitals. The CHNA
incorporated demographic and health data for the communities served by the hospital.
Significant health needs were identified from secondary data sources, focus groups and
community stakeholder interviews. Health indicators were considered significant health
needs when they exceeded benchmark data, specifically county or state rates or
Healthy People 2020 objectives.
A brief description of the significant health needs listed in alphabetical order follows:
1.
Access to health care – Among service area children, ages 0 to 17, 96.9% have
health insurance. 85.2% of area adults have health insurance. 95.8% of children
and 72.9% of adults in the service area have a regular source of health care.
Stakeholders noted there are long waits for medical appointments and a lack of
transportation is a barrier to accessing care.
2.
Birth indicators – The rate of premature births (occurring before the start of the
37th week of gestation) in the service area, is 5.9%. This rate of premature births
is higher than the county and state rate (5.3%) of premature births. Teen births
occurred at a rate of 95.8 (9.6%) per 1,000 live births in the service area. This
rate is higher than the teen birth rate in the county (5.6%) and the state (5.5%).
3.
Chronic diseases – Heart disease, cancer, and stroke are the top three causes of
death in the service area. Diabetes is the fourth leading cause of death and lung
disease is the fifth leading cause of death. In the hospital service area 12.2% of
adults have been diagnosed with diabetes, which is higher than the county rate
(9.8%). In the service area, 9.3% of children have been diagnosed with asthma.
This is higher than the county rate of asthma among children (7.4%).
4.
Dental care – 55.3% of adults in the service area did not visit a dentist in the past
year. 10.3% of children in the service area did not obtain dental care in the past
year because they could not afford it. Stakeholders commented on the high cost
of dental care and a lack of low-cost services.
5.
Economic insecurity – Among the residents represented in the hospital service
area, 26.6% of individuals live in households that have incomes <100% of the
Federal Poverty Level. In SPA 6, 70% of children are categorized as povertylevel or low-income (<200% FPL); 54.6% of children in SPA 7 are poverty-level
or low-income. The unemployment rate in the service area ranges from 3.5% in
Downey to 7.5% in Compton.
6.
Food insecurity – 36.5% of households in the hospital service area, with incomes
less than 300% of the Federal Poverty Level, are food insecure. This rate of food
insecurity is higher than that found in the county (29.2%). Community
St. Francis Medical Center Implementation Strategy
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7.

8.

9.

10.

11.

12.

13.

stakeholders identified students and seniors as being impacted by food
insecurity.
Housing and homelessness – In the service area, 8.6% of adults reported being
homeless or not having their own place to live or sleep. This is higher than the
county rate of homelessness (4.8%). From 2015 to 2018, there has been an
increase in the homeless population with chronic illness in SPAs 6 and 7. A
stakeholder noted, “Two or three families commonly share one apartment.
Transients live in their cars and young adults still live with their parents because
they cannot afford to move out.”
Mental health – In the hospital service area, 6% of adults in SPA 6 and 9.1% of
adults in SPA 7 have seriously thought about committing suicide. 9.5% of SPA 6
adults and 10.8% of adults in SPA 7 had experienced serious psychological
distress in the past year. Stakeholders noted there is a stigma associated with
mental health. Many people do not want to talk about their mental health issues.
There is shame associated with it that prevents people from getting services.
Overweight and obesity – 31.6% of adults in the service area are obese with a
Body Mass Index of 30.0 or above. This is higher than the rate of obesity in the
county (23.5%). The Healthy People 2020 objective for adult obesity is 30.5%.
The Healthy People 2020 objective for teen obesity is 16.1%. 22.8% of teens in
SPA 6 and 9.3% of teens in SPA 7 are obese. Stakeholders spoke about
community members eating junk food and not getting enough exercise.
Preventive practices – In the service area, 55.7% of children, 6 months to 17
years, and 31.6% of adults have been vaccinated for influenza. The Healthy
People 2020 objective is to have 70% of the population receive a flu shot. The
Healthy People 2020 objective for Pap smears is 93% of women, ages 21-65
years, be screened in the past three years. In the service area, 83.2% of women
had a Pap smear.
Pneumonia and influenza – In the service area, the pneumonia and influenza
death rate was 25.7 per 100,000 persons, which was higher than county (22.7
per 100,000 persons) and state rates (16.8 per 100,000 persons).
Sexually transmitted infections (STIs) – In the service area, the death rate from
HIV was 3.2 per 100,000 persons. This rate was higher than the county HIV
death rate (2.4 per 100,000 persons) and the state HIV death rate (1.9 per
100,000 persons). The rate of new cases of sexually transmitted infections (STIs)
was higher in the service area for chlamydia and gonorrhea than in the county.
Substance use and misuse – The Healthy People 2020 objective for cigarette
smoking among adults is 12%. 12.5% of adults in the service area smoke
cigarettes. In SPA 6, 47% of the population had tried marijuana and in SPA 7,
41% of the population had tried marijuana. For those who had misused
prescription drugs, sedatives were the most likely to be misused in SPA 7 (52%),

St. Francis Medical Center Implementation Strategy

Page 7

14.

and Vicodin was the most likely to be misused in SPA 6 (44%). Community
stakeholders noted an increased incidence in substance use and insufficient
resources to address the issue.
Violence and injury – 58.3% of adults in the service area perceived their
neighborhoods to be safe from crime. In the service area, the age-adjusted death
rate from homicides was 11.6 per 100,000 persons. This rate was more than
double the county and state rates for homicides. The Healthy People 2020
objective for homicide is 5.5 per 100,000 persons. Stakeholders noted that
people are afraid to go out in the neighborhoods as they don’t feel safe.
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Significant Health Needs the Hospital Will Address
This Implementation Strategy details how St. Francis Medical Center plans to address
the significant health needs identified in the 2019 CHNA. The hospital plans to build on
previous CHNA efforts and existing initiatives, while also considering new strategies and
efforts to improve health. The hospital used the following criteria to determine the
significant health needs that St. Francis Medical Center will address in the
Implementation Strategy:
• Existing Infrastructure: There are programs, systems, staff and support resources
in place to address the issue.
• Established Relationships: There are established relationships with community
partners to address the issue.
• Ongoing Investment: Existing resources are committed to the issue. Staff time
and financial resources for this issue are counted as part of the hospital’s
community benefit effort.
• Focus Area: SFMC has acknowledged competencies and expertise to address
the issue, and the issue is in alignment with the organizational mission.
For the Implementation Strategy, St. Francis Medical Center will address: access to
health care, birth indicators, chronic diseases, and violence and injury prevention
through a commitment of community benefit programs and charitable resources. For
each health need the hospital plans to address, the Implementation Strategy describes
actions the hospital intends to take, including programs and resources it plans to
commit, and anticipated impacts of these actions.
Access to Care
St. Francis Medical Center will address access to care by taking the following actions:
• Provide free and discounted care for health care services, consistent with the
hospital’s financial assistance policy.
• Provide education and health insurance enrollment assistance through the
Health Benefits Resource Center. Offer support for families who may have
experienced difficulty with enrollment, utilization, retention and/or access to their
health benefits.
• Provide transportation support to increase access to health care services.
Anticipated Impact
St. Francis Medical Center will conduct these strategies with the overarching goal of
increasing access to health care for the medically underserved.
St. Francis Medical Center anticipates the following impact from these efforts:
St. Francis Medical Center Implementation Strategy
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•
•
•

Increase enrollment in health care insurance and access to health care services.
Provide financial assistance to qualified patients.
Support access to health care services by providing transportation assistance.

Collaborative Partners
• Cal MediConnect
• CalFresh
• Consulado Sobre Ruedas Outreach
• Covered California
• Health Care Options
• Kaiser Child Health Program
• L.A. Care
• LA County Department of Public Social Services
• Los Angeles County Department of Public Health
• Medi-Cal Access Program
• School districts and schools
Birth Indicators
St. Francis Medical Center will address birth indicators by taking the following actions:
• For families residing within a Best Start community, the Welcome Baby program
will provide two prenatal visits, a hospital visit, and five postpartum visits.
• For families residing outside a Best Start community, the Welcome Baby
program will provide a hospital visit and three postpartum visits.
• Using universal risk screening during the Welcome Baby hospital visit, the
families who need additional support will be identified.
• Families will receive information and support during each Welcome Baby visit on
topics that may include: breastfeeding, home safety, the importance of a medical
home, well-child visits and immunizations, smoking cessation, crying patterns,
parent-to-child temperament, and post-partum depression.
• Increase breastfeeding through the Baby Friendly Hospital Initiative.
Anticipated Impact
St. Francis Medical Center will conduct the above referenced strategies with the
overarching goal of improving maternal and infant health.
St. Francis Medical Center anticipates the following impact from these efforts:
• Provide resources to families with children who need additional support.
• Improve the health, safety and security of the baby.
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•
•
•

Increase awareness of well-child visits, immunizations and support for postpartum depression.
Increase compliance with Welcome Baby program recommendations.
Increase breastfeeding rates.

Collaborative Partners
• Breastfeed LA
• Broadway/Manchester Best Start Partnership
• The Children’s Institute
• City of Lynwood
• Compton/East Compton Best Start Partnership
• El Nido Community Center, Compton
• First 5 LA
• Human Services Association
• LA Care Community Center, Lynwood
• Lynwood Unified School District
• Plaza Community Services
• Regional Hospital Breastfeeding Consortium (RHBC)
• Richstone Family Center
• Service Planning Area 6
• SFMC Family Life Center team
• SHIELDS for Families
• South LA Health Projects
• Southeast Los Angeles Best Start Partnership
• Watts/Willowbrook Best Start Partnership
• Wellnest
• West Athens Best Start Partnership
• The Whole Child
• Women, Infant and Children (WIC)
Chronic Diseases
St. Francis Medical Center will address chronic diseases by taking the following actions:
• Offer community health education, health screenings, and immunizations
through Healthy Community Initiatives and through the Living Well, Healthy
Future Educational Series.
• Support senior wellness through the Senior Circle outreach program.
• Provide health education to students, parents, faculty and staff, and vision and
hearing screenings at elementary schools.
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•

Engage in advocacy to promote policies that address healthy eating and
physical activity in the community.

Anticipated Impact
St. Francis Medical Center will conduct the above referenced strategies with the
overarching goal of reducing the impact of chronic diseases on health and increase the
focus on chronic disease prevention, treatment and self-management.
St. Francis Medical Center anticipates the following impact from these efforts:
• Increase the identification and treatment of chronic diseases.
• Increase individuals’ compliance with chronic disease prevention and
management recommendations.
• Increase physical activity and improve nutrition.
• Advocate for policies to improve healthy eating and increased physical activity.
Collaborative Partners
• American Heart Association
• American Lung Association
• Area grocery stores and restaurants
• CalFresh
• Chambers of Commerce
• City of Lynwood
• Compton Best Start
• LA County Department of Public Health
• LA County Immunization Program
• Local city government
• Schools and school districts
• Senior Centers
• Volunteers of America Head Start
• Women, Infant and Children (WIC)

Violence and Injury Prevention
St. Francis Medical Center will address violence and injury prevention by taking the
following actions:
• Conduct an injury prevention program in partnership with Southern California
Crossroads and the South Los Angeles Trauma Recovery Center.
• Provide injury prevention education at local schools and at community outreach
events through SFMC’s Trauma Services.
St. Francis Medical Center Implementation Strategy
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Anticipated Impact
St. Francis Medical Center will conduct the above referenced strategies with the
overarching goal of reducing the impact of violence and injury in the community.
St. Francis Medical Center anticipates the following impact from these efforts:
• Increase availability of violence and injury prevention services in community
settings.
• Improve screening and identification of risk factors.
• Offer victim and family counseling and case management.
• Provide crime victim compensation application assistance.
• Improve coordination of services among health care providers and communitybased resources.
Collaborative Partners
• California Victim Compensation Board
• City of Los Angeles – Gang Reduction and Youth Development
• City of Lynwood
• Journey Out
• Los Angeles County Department of Children and Family Services
• Los Angeles County Department of Public Health, Injury and Violence Prevention
• Los Angeles County Probation Department
• Los Angeles Sheriff’s Department
• Pepperdine University Graduate School of Education and Psychology
• Rancho Los Amigos National Rehabilitation Center
• Schools and school districts
• Southern California Crossroads
• University of Southern California

St. Francis Medical Center Implementation Strategy

Page 13

Evaluation of Impact
St. Francis Medical Center will monitor and evaluate the programs and activities
outlined above. The hospital anticipates that the actions taken to address significant
health needs will improve health knowledge, behaviors, and status, increase access to
care, and help support good health. The hospital is committed to monitoring key
initiatives to assess impact and has implemented a system to track the implementation
of the activities and documents the anticipated impact. Our reporting process includes
the collection and documentation of tracking measures, such as the number of people
reached/served, increases in knowledge or changes in behavior as a result of planned
strategies, and collaborative efforts to address health needs. An evaluation of the
impact of the hospital’s actions to address these significant health needs will be
reported in the next scheduled Community Health Needs Assessment.

Needs the Hospital Will Not Address
St. Francis Medical Center has chosen to concentrate on those health needs that can
most effectively be addressed given the organization’s areas of focus and expertise.
Taking existing hospital and community resources into consideration, St. Francis
Medical Center will not directly address the remaining health needs identified in the
CHNA: dental care, economic insecurity, food insecurity, housing and homelessness,
mental health, overweight and obesity, pneumonia and influenza, preventive practices,
sexually transmitted infections, and substance use and misuse.
St. Francis Medical Center does indirectly address a number of these health needs;
however, these needs will not be directly targeted through the Implementation Strategy:
• Substance Use and Misuse: Southern California Crossroads has a substance
abuse component.
• Economic Insecurity: Southern California Crossroads has GED preparation and a
work skills component.
• Food Insecurity: Health Benefits Resource Center has a CalFresh Eligibility
Worker on site to assist with enrollment in the state food and nutrition program.
• Overweight and Obesity: Healthy Community Initiatives provides BMI health
screenings at various hospital and community-based events along with nutrition
education to promote a balanced diet and a healthy weight.
• Preventive Practices: Healthy Community Initiatives will offer flu vaccines for
seniors.
• Mental Health: St. Francis Medical Center has a Behavioral Health Unit, which is
at capacity year-round and reflects the great need for mental health services in
the hospital’s service area.
St. Francis Medical Center Implementation Strategy
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St. Francis Medical Center
Community Benefit Fiscal Year 2019 Plan Update
Access to Care
Charity Care
St. Francis Medical Center helps to improve
access to health care through its commitment to
provide Charity Care for patients who do not
qualify for public health insurance or have the
means to afford private insurance. SFMC
follows the practices outlined in the Verity
Health System Charity Care and Financial
Discount Policy.
The medical center has experienced an overall decrease in Charity Care over the past
few years, which coincides with the enactment of the Affordable Care Act (ACA). With
the ACA, more people have become eligible for Medi-Cal and health insurance
coverage through the state’s health benefit exchange, Covered California. SFMC
anticipates lower numbers in its Charity Care community benefit expense to continue as
eligible individuals continue to enroll into Covered California health plans.
Total Number of People Served: 11,268
$6.7 million in Charity Care provided
Medi-Cal
St. Francis Medical Center continues to serve a substantial number of patients who are
insured through the subsidized public health insurance program, Medi-Cal. Year over
year, reimbursement rates can be variable. In addition, they are not always paid out on
a regular schedule, and at times, they do not cover the full cost of services provided.
This year, the Hospital Provider Fee funds helped to cover the unreimbursed cost of
Medi-Cal.
Total Number of People Served: 75,807
Note: The Hospital Provider Fee is crucial to the preservation of California’s entire safety net. The
program uses fees assessed by the state on hospitals to draw down federal matching funds, which are
then issued as supplemental payments to hospitals. The Hospital Provider Fee is an integral element to
improving access to health care for some of California’s most vulnerable residents.
Source: California Hospital Association
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Unreimbursed Cost of Emergency Care
In addition, SFMC subsidizes its Emergency Department to help ensure that critical
health care is available around the clock to the community. SFMC’s Emergency
Department, in conjunction with its Trauma Center, is especially crucial to the Southeast
Los Angeles area, as Trauma and Emergency Services have closed at many
surrounding hospitals within the last decade.
SFMC is a designated Paramedic Base Station. Its Emergency Department provides
the coordination and direction of medical treatment for LA County pre-hospital care
providers and first responders, including LA County Fire Departments within the service
area.
Total Cost of uncompensated care (direct costs) in the Emergency Department
that was absorbed by the hospital: $1.5 million
Total Number of Emergency Department Patients: 70,259

(13,990 or 20% treated in the Emergency Department were children)

Total Number of Trauma Patients: 2,186
Paramedic Runs Coordinated: 17,404

Access to Health Care
Health Benefits Resource Center (HBRC)
The Health Benefits Resource Center (HBRC) is a
one-stop information and referral service center
that links families to essential private and
government-sponsored health benefits and social
services to promote healthy families, such as
Covered California and Medi-Cal, and CalFresh
(formerly known as the Food Stamp Program). In
addition to providing assistance with the application process, HBRC offers ongoing case
management and support for families who may experience any type of difficulty related
to their enrollment, utilization, retention, and/or access to their benefits. The center
performs ongoing outreach to educate the community about benefits and safeguards
that come with participation in private and government-sponsored programs. HBRC
provides a dependable, trusted referral mechanism to social services and resource
St. Francis Medical Center Implementation Strategy
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from the hospital, 2) parents of sick and fragile newborns are able to visit their babies so
that they may bond, breastfeed, and promote their child’s healing, and 3) Behavioral
Health inpatients meet their court appearance requirements.
Transportation is provided through a taxi service or through public transportation bus
service, depending on whether the patient is ambulatory, elderly, or has health
considerations.
Collaborative Partner: Administrative Services Coop.
Total Number of People Served: 2,404

Chronic Diseases
Healthy Community Initiatives
Healthy Community Initiatives (HCI) brings
health screenings, immunizations, and health
education directly to area schools, churches,
businesses and community organizations via
its HCI nurse/nurse educator and mobile health
unit. For individuals and families without
access to primary care, HCI provides them with
important preventive services and health care
resources.
With data showing high incidences of heart disease, stroke, diabetes, obesity, and
chronic illness in our service area, HCI health screenings for blood pressure,
cholesterol, glucose, body fat (BMI), and height and weight provide the first step in
identifying health conditions and linking individuals to essential follow-up care and
treatment.
Screenings are integrated with health education and wellness and healthy lifestyle
programs, and community collaborations that engage children, adults, and seniors.
Fiscal Year 2019 HCI activities included:
•
Participation in local community events at which 634 adults were provided with
3,206 health screenings for blood pressure, cholesterol, glucose, height and
weight, and body fat (BMI).
o New Commandment Missionary Baptist Church, Paramount
o Firebaugh High School, South Gate
o Lynwood Park, Lynwood
o Lynwood Senior Center (Feb, March, April, May)
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o
o
o
o
o

Lynwood Senior Center Annual Health Fair
Lynwood Unified School District STEM Girls Conference
City of Lynwood Women Empowerment Event
Linda Marquez High School, Huntington Park
City of Paramount community event

•

Coordination of 11 Nutrition Parent Workshops in collaboration with Lynwood
Unified School District at which 100 people were provided with nutrition and
diabetes prevention education on topics such as “Building a Healthy Meal,”
“Shopping Healthy on a Budget,” “Reading a Food Label,” “Rethink Your Drink,”
Healthy Recipes,” “Learning About Diabetes,” “Diabetes Self-Monitoring and
Testing,” Diabetes Complications and Care,” “Diabetes Healthy Eating
Essentials,” and “Diabetes Medications and Benefits of Exercise.”

•

Participation in City of Lynwood “National Night Out,” providing healthy eating
and nutrition education.

•

Organization of St. Francis Medical Center Aging Well Family Health Fair,
reaching 400 community members and providing health screenings, stroke
prevention education, hands-only CPR, information on government-sponsored
health insurance programs, adult immunizations, and brain health presentations.

•

Provision of school-based health screenings and health education at three South
LA elementary schools in need of school nurse services and at which 3,454
students, 1,006 parents and family members, and 450 faculty and staff benefited
from HCI services. 1,334 health screenings were conducted and 27 education
classes were held.
Health Screenings were provided for the following: Lice, Audio, Vision, Scoliosis,
Dental.
Education Topics addressed CPR, First Aid, Medication Administration, Asthma,
Food Allergy & Anaphylaxis, Epilepsy, Lice, Growth & Development, Dental
Emergencies.
Other HCI services offered at the schools: Student Health Assessments,
Planning, Coordination and Evaluation of students’ health needs.

•

Participation in 2 Lynwood Unified School District (LUSD) Health Collaborative
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events, building ongoing relationships with 20 affiliates from LUSD who share a
commitment to promoting student and community health.
•

Membership in the Lynwood Unified School District Health Collaborative,
Huntington Park Chamber of Commerce, and Immunize LA Executive Steering
Committee as part of SFMC’s advocacy efforts to promote policies that address
healthy eating and physical activity in the community.

Collaborative Partners: Lynwood Unified School District; City of Lynwood; City of
Paramount; LA County Department of Public Health; CalFresh; WIC; Compton Best
Start; local city governments and chambers of commerce; LA County Immunization
Program; Big Smiles; USC School of Dentistry; Vision To Learn; Los Angeles
Department of Public Health; American Heart Association; American Lung Association;
Mother of Sorrows; Our Lady of Talpa; St. Vincent School.
Total Number of People Served through HCI services: 5,465

Chronic Diseases
Senior Circle
Seniors comprise 7.9% of St. Francis Medical
Center’s service area population, with their
numbers projected to grow through 2024.
Seniors play a signifcant role in the family
structure in the SFMC community. They hold a
place of respect and often participate in child
rearing and day-to-day childcare for
grandchildren. Their health and wellness is a concern for themselves and their families.
The Senior Circle Wellness Program offers activities, health screenings, and
educational sessions that are tailored for seniors. Monthly luncheons on SFMC’s main
campus are for local senior citizens 55 years and older. They offer nutritious and
balanced meals and entertainment and include health screenings for cholesterol,
glucose, blood pressure, height and weight, and body mass index. The also feature
health presentations on topics important to seniors. Through these activities, seniors
benefit from opportunities for regular socialization and health education.
During flu season, flu immunization clinics are also held at local senior centers and
community events.
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Living Well, Healthy Future
In fiscal year 2019, SFMC launched its Living
Well, Healthy Future series. Taking a
innovative approach to wellness, the Living
Well, Healthy Future program is a collaborative
partnership between SFMC, USC Alzheimer’s
Disease Research Center and Rancho Los
Amigos/USC California Alzheimer’s Disease
Center. The program focuses on physical,
mental, and emotional health, but emphasizes
brain health as a key factor to overall well-being. The program consists of interactive
educational sessions that address ways to improve and preserve brain health through
lifestyle changes and choices that can be undertaken at every age. It also provides
tools and resources for individuals who are caring for a family member with conditions
affecting the brain, including Alzheimer’s disease, stroke and other age or diseaserelated dementias.
Brain-related disorders such as dementia often affect the elderly, therefore, the program
targets seniors. However, all family members are encouraged to participate since, in
this community, they often become the caregivers for aging parents, grandparents and
other relatives. The program highlights the importance of having family members
understand how to support the brain health of their loved one, as well as how to
maintain their own brain health at the earliest age possible.
The sessions are led by renowned experts in the field of brain health, including Helena
Chui, MD, chair of the Department of Neurology at USC, and Nerses Sanossian, MD,
associate professor of Neurology and stroke specialist at USC. The presenters explore
strategies for preventing stroke and protecting the brain, lifestyle choices and other
factors that impact physical, mental and emotional health, and programs and resources
for those affected by brain-related conditions and their caregivers.
The collaboration between St. Francis, USC and Rancho Los Amigos provides the local
community with information about brain health and its relationship to physical and
emotional health, based on extensive research, treatment, rehabilitation and care of
patients. The unique insights gained by each of the partner organizations have been
integrated and are shared with Living Well, Healthy Future participants over the course
of the program. By offering information in clear and meaningful ways that everyone can
understand, individuals will be well equipped with action steps to move toward
improving their health, wellness, and quality of life.
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The message that the program partners hope will resonate with participants is that it is
equally important to maintain the body, the spirit and the brain.
Through this program SFMC and its partners hope to reach out together to residents
throughout the South LA region to provide them with the knowledge, tools and
resources they need to be the drivers of the best possible personal health and wellbeing they can achieve for themselves and their families.
Living Well, Healthy Future is free to the community and is offered in English and
Spanish.
Fiscal Year 2019 Senior Circle activities included:
• 7 Senior Luncheons
o Heart Health
o Colorectal Caner
o Falls and Injury Prevention
o Stroke Awareness
o Disaster Preparedness
o Health Screenings
o Mardi Gras and Miracle Tree Art Projects
•

7 Health Screening Events at Lynwood Senior Center (part of HCI activities)

•

2 Living Well, Healthy Future Presentations - Kick-Off event and Ribbon-Cutting
Ceremony. Session topics included:
o Maintain Your Brain in the New Year
o Dementia is not a Picnic: Community Programs to Assist You
o Together You and I Making Lifestyle Choices in 2019
o Factors That Impact Physical, Mental, and Emotional Health
o Healthy Lifestyle Changes and Choices That Can Contribute to Wellness
o Ways to Preserve and Improve Quality of Life at Every Stage of Life

Collaborative Partners: SFMC Health Benefits Resource Center; Healthy Community
Initiatives; Apple-Care and Omnicare Medical Groups; SFMC Medical Staff; Lynwood
Senior Citizens Center, City of Lynwood; B.J. Riley Senior Center, Downey; Dollarhide
Senior Center and the Commission on Aging Forum, Compton; East Rancho
Dominguez Senior Center, USC Memory and Aging Center Alzheimer’s Disease
Research Center, and Rancho Los Amigos/USC California Alzheimer’s Disease Center.
Total Number of Seniors Served Through Senior Circle: 315
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In May 2018, St. Francis Medical Center received the Get With The
Guidelines® - Stroke Gold Plus Quality Achievement Award and also
qualified for the recognition on the Target: Stroke Elite Honor Roll.
The achievement award recognizes the hospital for two or more
calendar years of 85% of higher adherence on all achievement
measures applicable and 75% or higher adherence with additional
select quality measures in heart failure, stroke, and/or resuscitation.
The honor roll recognizes hospitals for at least a year of 75% or
higher achievement of door-to-needle times within 60 minutes in
applicable stroke patients in addition to current Silver or Gold Get With The Guidelines®
- Stroke recognition status.
SFMC’s Stroke Care Team promotes stroke awareness and prevention during National
Stroke Awareness Month in May and World Stroke Day in October. Their team hosts
events on campus featuring games, giveaways, and raffles that integrate fun yet
memorable ways of learning what a stroke is, the warning signs of the condition, types
of stroke, ways to reduce risk, and FAST, the acronym that helps people quickly
recognize if someone is undergoing a stroke. F.A.S.T. – Face droop, Arm weakness,
Speech slurred, Time to call 9-1-1.
As part of the hospital’s efforts to increase heart health
awareness, St. Francis Medical Center collaborated with the
American Heart Association’s (AHA) “Little Hats, Big Hearts”
program, aimed at bringing attention to heart disease and
congenital heart defects, the most common type of birth defect
in the country. The AHA presented the medical center with
4,000 red caps, hand-knitted by a corps of community
volunteers, some from SFMC’s own community. A red cap was
given to every baby born in the hospital’s Family Life Center
throughout the month of February, which is National Heart
Month. It was a way to reach families with the message that
heart health starts at birth. This was the second year of SFMC’s participation.
The care and treatment provided through SFMC’s Stroke Center and STEMI Center
preserve life and quality of life for patients and their families.
Total Number of Patients Treated through SFMC’s Stroke Receiving Center: 672
Total Number of Patients Treated through SFMC’s STEMI Receiving Center: 272
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Chronic Diseases
Sidewalk CPR Day
As part of a county-wide recognition of National
CPR Week and the hospital’s efforts to reduce
deaths from heart attacks, St. Francis Medical
Center again hosted “Sidewalk CPR” on June 6.
Sessions provided instruction to community
members on hands-only CPR. This technique is
rapidly growing as a way to empower bystanders
to save a life when someone suffers sudden cardiac arrest. With each chest
compression using this method, ordinary citizens can easily provide the ongoing blood
flow needed to give a patient a much better chance of survival once responders arrive.
According to the American Heart Association, 70 percent of cardiac arrests occur at
home. Only about 10 percent of cardiac arrest victims outside the hospital setting
survive. Immediate and effective CPR can more than double a victim’s chance of
survival. Administering CPR could save the life of a family member, loved one, or
person on the street.
Sidewalk CPR was organized by SFMC’s Learning, Education, Research, and
Development department. The sessions demonstrated the proper method of handsonly CPR and worked with participants to help them practice and perfect techniques on
mannequins.
Collaborative Partners: LA County Emergency Medical Services Agency and local
nursing school partners.
Total Number of People Served: 56
Birth Indicators
Welcome Baby
Welcome Baby offers personalized prenatal, post-partum, and
hospital visits with a professionally trained Parent Coach, from
pregnancy through the baby’s first 9 months for families living
within First 5 LA’s Best Start Communities.
For families residing within a Best Start community, the
Welcome Baby program will provide two prenatal visits, a
hospital visit, and five postpartum visits. For families residing
outside a Best Start community, the Welcome Baby program
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will provide a hospital visit and three postpartum visits. Families residing outside of the
Best Start Communities are eligible for the Welcome Baby hospital visit and up to three
additional home visits, if needed.
Available at no cost to all maternity patients, the Welcome Baby continuum of care also
includes breastfeeding support from Welcome Baby staff (who are all Certified Lactation
Educators), referrals to community resources, and an in-home visit by a registered
nurse within the first week following mom and baby’s discharge from the hospital.
Welcome Baby addresses the First 5 LA goal areas: 1) That children maintain a healthy
weight; 2) That children are safe from abuse and neglect; and 3) That children are ready
for kindergarten. First 5 LA and partner hospitals work together to reach these goals by
focusing on health and wellness before a baby’s birth and continuing through a child’s
first critical months.
Using Parent Coaches, Welcome Baby addresses prenatal testing, home
planning/safety, labor signs, breastfeeding, depression screening, family nutrition,
observation for jaundice and hydration, infant assessments, and growth and
development milestones. Through both prenatal and postpartum hospital and homebased visits, Parent Coaches develop a relationship with the families and provide
education in a convenient and comfortable setting and help to ensure parents are
connected to appropriate health care services.
Collaborative Partners: Breastfeed LA, Broadway/Manchester Best Start Partnership,
The Children’s Institute, City of Lynwood, Compton/East Compton Best Start
Partnership, El Nido Community Center (Compton), First 5 LA, Human Services
Association, LA Care Community Center (Lynwood), Lynwood Unified School District,
Plaza Community Services, Regional Hospital Breastfeeding Consortium (RHBC),
Richstone Family Center, Service Planning Area 6, SFMC Family Life Center team,
SHIELDS for Families, South LA Health Projects, Southeast Los Angeles Best Start
Partnership, Watts/Willowbrook Best Start Partnership, Wellnest, West Athens Best
Start Partnership, The Whole Child, Women, Infant and Children (WIC).
Total Number of People Served: 2,022

Birth Indicators
Baby-Friendly
In 2012, St. Francis Medical Center was awarded a three-year
grant from First 5 LA to support its transition to become a
Baby-Friendly designated hospital. Baby-Friendly hospitals
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are recognized for providing an “optimal level of care for breastfeeding mothers and
their babies.
On October 27, 2014, SFMC was awarded Baby-Friendly designation by Baby-Friendly
USA, the U.S. authority for the implementation of the Baby-Friendly Hospital Initiative, a
global program sponsored by the World Health Organization and the United Nations
Children’s Fund (UNICEF).
The Baby-Friendly designation is given after a rigorous on-site survey is completed.
The award recognizes SFMC for successfully implementing the Ten Steps to
Successful Breastfeeding:
• Having a written breastfeeding policy that is routinely communicated to all health
care staff.
• Training all health care staff in skills necessary to implement the policy.
• Informing all pregnant women about the benefits and management of
breastfeeding.
• Helping mothers initiate breastfeeding within one hour of birth.
• Showing mothers how to breastfeed and how to maintain lactation even if they
are separated from their infants.
• Giving newborn infants no food or drink other than breast milk, unless medically
indicated.
• Practicing “room in” – allowing mothers and infants to remain together 24 hours
a day.
• Encouraging breastfeeding on demand.
• Giving no pacifiers or artificial nipples to breastfeeding infants.
• Fostering the establishment of breastfeeding support groups and referring
mothers to them on discharge from the hospital or clinic.
Breastfeeding has many proven benefits for babies, including a reduced risk for obesity
and diabetes, meaning healthier children and adults in the long term. Breastfeeding is
therefore aligned with SFMC’s mission of building community wellness. In addition,
breastfeeding nurtures the important bond between mother and baby, supporting both
emotional health and well-being.
There are more than 20,000 designated Baby-Friendly hospitals and birth centers
worldwide, with 467 active Baby-Friendly facilities in the U.S. and its territories. The
award is maintained by continuing to practice the Ten Steps.
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Before its Baby-Friendly initiative, SFMC had among the lowest Exclusive Breastfeeding
Rates in Los Angeles County, with only an 8.9 percent rate in 2010. In fiscal year 2016,
SFMC achieved an exclusive breastfeeding rate of 42%. In fiscal year 2017, the
hospital’s exclusive breastfeeding rate dipped to 26.4%; however, its rate for mothers
initiating breastfeeding in the hospital increased by 7.8% over the previous year. In
fiscal year 2018, the exclusive breastfeeding rate decreased to 22.8%; however, the
percentage of moms who initiated breastfeeding in the hospital increased from the prior
year by 6 percentage point to 68%. In FY19 the percentage of delivering moms who
initiated breastfeeding in the hospital increased by 4 percentage points over last year to
72%, and the percentage of delivering moms who practiced exclusive breastfeeding
from birth to discharge increased by 13.6 percentage points over last year.
In the coming year, SFMC will continue to assess the barriers to exclusive
breastfeeding among our maternity patients. Through ongoing evaluation of its program
and continued education of doctors, nurses, and patients, SFMC is dedicated to
increasing both the breastfeeding initiation and exclusive breastfeeding rates in
FY2020.
Collaborative Partners: First 5 LA; Welcome Baby program; Breastfeed LA; Regional
Hospital Breastfeeding Consortium (RHBC); SFMC Medical Staff; and
Women/Infant/Children (WIC).
Total Number of Moms Reached through Baby-Friendly: Approximately 2,209
Percentage of delivering moms who initiated breastfeeding in the hospital: 72%
Percentage of delivering moms who practiced exclusive breastfeeding from birth
to discharge: 36.4%
Violence and Injury Prevention
Injury Prevention Program
The Injury Prevention Program works with schools,
hospitals, and other public and private organizations to
help prevent traumatic injury. The program addresses
issues that are often underlying factors in the cause of
injuries, such as safety, bullying, domestic and gang
violence, and self-esteem.
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With firsthand knowledge of the devastating effects of violence and injury on patients
and family members, SFMC’s Trauma Team of physicians, nurses, and staff lead the
hospital’s injury prevention efforts. They serve as presenters at violence prevention
conferences, organize safety and injury prevention programs for students and youth,
and work with elected officials and community groups to coalesce prevention efforts.
St. Francis Medical Center dedicates a full-time staff member, its Injury Prevention
Coordinator, to developing and coordinating trauma and injury prevention programs,
managing the SFMC South LA Trauma Recovery Center, representing SFMC at
coalition meetings, and organizing school-based programs that engage and empower
students to develop peer-to-peer teaching formats.
Collaborative partnerships have strengthened SFMC’s ability to reach at-risk youth and
young adults. In 2013, the hospital joined efforts with Southern California Crossroads
(Crossroads) to establish an education and work skills program in our community.
Crossroads is a non-profit organization committed to assisting underprivileged
individuals living in violence-plagued neighborhoods lead healthy, peaceful and
productive lives through prevention, intervention, and re-entry into society. The
program was organized by SFMC’s Injury Prevention Coordinator, who also serves as
the Crossroads’ Program Director. SFMC provides dedicated workspace and facilities
for the program in a nearby professional office building.
South Los Angeles Trauma Recovery Center (TRC) - Supported by funding from the
California Victim Compensation Board (CalVCB), the TRC helps centralize and
coordinate a range of free services for victims of violent crime and families of homicide
victims. The South LA TRC’s direct services are primarily offered on site at Crossroads
and at St. Francis, with partner agencies providing services at their sites or in victims'
homes on an as needed basis. All crime victims and families of homicide victims are
eligible for services.
The South LA Trauma Recovery Center’s fundamental integrated services encompass:
1) Outreach to hard to reach populations is conducted by victim advocates.
Informational pamphlets, flyers, and public service announcements are made
available at neighborhood liquor stores, corner markets, parks, and other places
that residents congregate or have been identified as high-crime areas. In
addition, the Health Benefits Resource Center at St. Francis provides referrals to
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the TRC and assists TRC clients in applying for health insurance, CalFresh
benefits, and other basic needs.
2) Training for law enforcement agencies, community-based agencies and other
health care practitioners. Training session topics include identifying crime,
understanding the impact of crime on behavior and health, and the importance of
treating trauma arising from victimization.
3) Direct services for crime victims and family members of homicide victims using
an evidence-based treatment model.
Direct services, customized for each individual and taking into account the type of crime
experienced, fall into the following three categories:
• Medical Care: Follow up on injuries, rehabilitation, medication management,
physical therapy and healthy living programs.
•

Mental Health: Short term counseling, crisis intervention, assessment and safety
planning; long term therapy, group therapy, psychiatric follow-up (as needed),
counseling for children (as needed), advocacy (includes completing the
application for victim compensation funds, providing information on grief and
trauma, navigating the criminal justice system, and assisting with victim impact
statements) and clinical case management.

•

Information and referrals for non-direct services: Legal services, benefits
enrollment, vocational and educational support, job placement, transitional
housing, transportation (including bus tokens and/or taxi vouchers), substance
abuse, emergency shelters, and others.

Additional services provided to sexual assault victims include medical examinations,
treatment, testing for HIV and sexually transmitted illness; transfer to a local SART
(Sexual Assault Response Team), if needed; advocacy and support during interactions
with law enforcement; court accompaniment; and referrals and crisis hotlines.
The TRC is scheduled to provide continued services through a grant renewal by
CalVCB for the period of July 1, 2018 - June 30, 2020.
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Collaborative Partners: California Victim Compensation Board, Pepperdine University,
USC, Journey Out, Southern California Crossroads.
LA Gang Conference - The Injury Prevention Program also collaborated with
Crossroads in the planning and execution of the 2019 Los Angeles Gang Prevention
and Intervention Conference, which took place on May 13 and 14 at the Carson
Community Center. The annual conference focuses on youth and gang violence and
how communities in cities here and abroad are impacted. The event brings together
experts and practitioners from the fields of health, social services, and law enforcement
along with civic and community leaders to share expertise and data-proven models to
improve violence reduction services, practices and policies. The conference
emphasizes collaboration and cross-sector partnerships, with a goal of changing the
structure of gang prevention, intervention, and suppression practice to incorporate a
comprehensive model.
Now in its 8th year, the conference founders include several members of SFMC’s
Trauma Services: Tchaka Shepherd, MD, Medical Director, Trauma Services, SFMC;
Paul Carrillo, SFMC Injury Prevention Coordinator and Crossroads Program Director;
Almaas Shaikh, SFMC Trauma Surgeon; and Renee Smith, RN, former Trauma
Program Manager.
Gang Reduction and Youth Development (GRYD) – in 2018, St. Francis Medical Center
Foundation was awarded an $850,000 grant from the City of Los Angeles Mayor's
Office as part of a city-wide effort to reduce gang involvement by youth. The award
supports the Gang Reduction and Youth Development (GRYD) program established in
July 2007. GRYD addresses gang violence in a comprehensive and coordinated way,
by working with collaborative community-based agencies that have a shared
commitment to curtail violence and injury. GRYD focuses on youth ages 10-15 who are
identified as high-risk for gang recruitment.
Grant program services are provided through St. Francis’ injury and prevention partner,
Crossroads, which conducts screenings and assessments to identify youth at high-risk
for joining gangs. Up to 150 youth are served at any one time through a six-month
program.
As part of the GRYD collaboration, SFMC is working with the unified school districts of
Los Angeles, Compton, Lynwood, and El Rancho, St. Lawrence Brindisi School,
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College Bridge Academy, the Los Angeles Police Department, and the Department of
Child and Family Services, among others.
Collaborative Partners: California Victim Compensation Board, City of Los Angeles –
Gang Reduction and Youth Development, City of Lynwood, Journey Out, Los Angeles
County Department of Children and Family Services, Los Angeles County Department
of Public Health, Injury and Violence Prevention, Los Angeles County Probation
Department, Los Angeles Sheriff’s Department, Pepperdine University Graduate School
of Education and Psychology, Rancho Los Amigos National Rehabilitation Center,
Schools and school districts, Southern California Crossroads, University of Southern
California.
Total Number of People Served: 1980
(Total includes SFMC’s Injury Prevention Program and its collaboration with Crossroads, South
LA Trauma Recovery Center, and GRYD)

Programs Targeting Overall Improved Health, Well-being, and
Community Building
St. Francis Medical Center provides numerous community outreach programs that
support overall improved health. Going beyond the priority needs identified in the
Community Health Needs Assessment, St. Francis Medical Center lives out its mission
by addressing the needs of body, mind, and spirit - those which make a person whole
and help them to reach their full human potential.
Through specialized programs which are offered as part of SFMC’s outreach to the
community, SFMC helps to foster healing of the spirit, education and empowerment,
and a heart for community service.
Overall Improved Health
Children’s Counseling Center
The Children's Counseling Center (CCC) was
established in 1984 in response to the lack of
intervention and treatment services available for
abused and neglected children in Southeast Los
Angeles. Today, the center provides behavioral
health services for children, adolescents and their parents that range from intervention
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and treatment for the victims of child abuse to comprehensive prevention education
programs.
CCC has developed a family-focused approach to providing services intended to foster
healing and restore the dignity, trust and self-esteem of abused children and their
families. It provides outpatient-based mental health services through individual, family
and group counseling sessions and parent education classes at both its SFMC site and
satellite office in South Gate, as well as sessions on school campuses. In addition,
mental health services and educational presentations are provided to area schools and
organizations. Services are delivered in a culturally-sensitive, multi-ethnic manner.
In an effort to extend the Children’s Counseling Center’s reach and to improve access
to counseling services for families in need, a school-based counselor was established to
provide counseling and educational services on the campuses of four private schools
within the SFMC service area that lacked counseling resources. The school-based
counselor addresses emotional and behavioral distress, focusing on the issues that
affect students at school and at home. Through early intervention, the counselor can
help to reduce significant barriers to successful learning.
The goal is to decrease symptoms of emotional and behavioral distress in elementary
school-aged children, which can be obstacles to learning and to future self-sufficiency.
The counselor’s objectives include:
•
Providing personalized counseling for elementary school students who display
emotional and behavioral distress.
•
Restoring dignity, self-esteem, and trust to distressed children.
•
Providing education to promote mental health awareness to children, parents,
school faculty and staff.
•
Providing counseling and education services in a culturally-sensitive
environment.
Collaborative Partners: St. Francis Medical Center Children’s Counseling Center; Kaiser
Watts Learning Center; Bienvenidos Mental Health Services; Roybal Mental Health
Services; St. Vincent School and Mother of Sorrows School Resource Counselor; St.
Francis Medical Center Health Benefits Resource Center; Our Lady of Talpa; Our Lady
of Miraculous Medal; Mother of Sorrows School; St. Vincent.
Number of Students, Family Members, and Staff Served: 98
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Overall Improved Health
Paramedic Education
Paramedic Education is provided as part of the
Emergency Department’s pre-hospital care
coordination. It is offered to MICNs, RNs,
paramedics, and Emergency Medical Technicians
(EMT) throughout the community to facilitate
coordinated care between health care professionals
in the field and in the hospital. The education also helps to keep first responders up to
date on evidence-based best practices and to ensure the consistent delivery of the
highest standards of treatment across the health care continuum.
Education includes Emergency Medical Services updates, field care audits, paramedic
base station updates, altered mental status/stroke, burns, pediatric abuse/resuscitation,
mass casualty incident and triage, and CPR review. Quarterly STEMI Receiving Center
meetings on American College of Cardiology/American Heart Association (ACC/AHA)
STEMI practice guidelines for first medical contact to device education and performance
improvement reviews are also offered. The program affords health care first responders
the opportunity to complete required education hours for license renewal.
Collaborative Partners: LA County Fire Department; LA City Fire Department; Downey
Fire Department; Montebello Fire Department; Santa Fe Springs Fire Department;
additional county and city fire departments and private paramedic and ambulance
services coordinating the care of critically ill or injured patients in our service area.
Total Number of Community-Based MICNs, RNs, Paramedics, and EMTs
Educated: 79
Overall Improved Health
Clinical Affiliations
SFMC provides a clinical setting for nursing
students enrolled in outside nursing school
programs. Nursing students complete their clinical
rotations on various SFMC nursing units as part of
their training. Through SFMC’s collaboration with
accredited nursing schools, the hospital is helping to build a qualified future workforce,
and for many students, the opportunity to care for patients within their own community.
It has been gratifying for the hospital to see nursing students establish a connection to
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SFMC, with a large number often signing up to donate blood at the hospital’s quarterly
blood drives. In FY19, SFMC had affiliations with 14 schools, colleges and universities.
Total Number of Students Served: 1,274
Overall Improved Health
Support Services
Recognizing that non-health related factors can directly and indirectly affect a person’s
welfare, SFMC provides resources outside of the clinical setting through various support
services. Food, clothing, emergency housing, transportation, medications, and medical
equipment are made available to patients and families in need to facilitate health,
healing, and recovery, and as part of the hospital’s Homeless Discharge Planning
Policy, in compliance with SB1152. The provision of these resources supports personal
health, well-being, and dignity. In FY19, individuals and families were provided funds to
assist with the cost of clothing, food, prescriptions, durable medical equipment, and
baby burials.
Total Number of People Served: 32
(2,404 additional individuals who received patient transportation support services are reported
under Patient Transportation in this report.)

Overall Improved Health and Well-being
Spiritual Care Services
St. Francis Medical Center understands that faith and spirituality are integral to wellness
and healing. Our chaplains are available to assist patients and their family members
with questions about spirituality and faith during times of crisis and illness, as well as to
discuss quality and end-of-life issues. They also provide information on advance
directives and palliative care. Upon request, the hospital chaplains will inform a
patient’s own minister of his or her hospitalization and will welcome the cleric to visit the
patient here at the hospital. Our Spiritual Care team is also available for Catholic
patients wishing to receive the Sacraments.
There are chapels located on the first floor of the Patient Tower and Family Life Center.
Mass is held Monday through Saturday. Chapel services also can be viewed on the
inpatient television channel.
In addition to the daily support SFMC’s Spiritual Care team provides to all patients, it
also extends support services through the provision of meals, grocery vouchers,
transportation, fuel, and parking to community members in need.
Total Number of People Served: 642
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Overall Improved Health and Well-being
Thanksgiving Collection
Last year, a Thanksgiving Collection was coordinated by the
Spiritual Care team to provide families who lacked the
financial resources to purchase groceries for a holiday dinner
with a gift card to buy the food items needed to prepare a
traditional Thanksgiving meal. Employees donated personal
funds to the collection, and each department delivered its
contributions in an envelope decorated by members of its team. The donated funds
were used to purchase grocery store gift cards, which were sealed into the hand-crafted
envelopes.
The specially-made envelopes were then presented by the Spiritual Care chaplains to
local families identified by the hospital’s Health Benefits Resource Center, Children’s
Counseling Center, and Emergency Department. The collection raised $4,222 and 53
families received Thanksgiving grocery store vouchers. The families averaged five
members each.
Total Number of People Served: 265
Overall Improved Health
Christmas Toy Drive
The annual SFMC Christmas Toy Drive collected new
toys, gift cards, and clothing for children of families with
limited resources. The drive was coordinated by the
SFMC Foundation. Donations were received from
employees, businesses, organizations, community
members, and SFMC physicians. In FY19, through
generous donations from our employees, Dr. Michael
Stephen and his church, Lifeway Church in Glendale, Dr.
Nalin Mallik, JAKKS Pacific, Alexander Imports, SFMC
Foundation Board of Trustee Member Sean Perrone, Los
Angeles Police Department Watts Bears, and Lynwood and Firebaugh High Schools,
SFMC collected more than 1,700 toys and 52 gift cards.
Toys and gift cards benefited patients in the Pediatrics Unit and Emergency
Department, as well as children, teens, and families receiving services through the
Children’s Counseling Center clinics located at the hospital and in the city of South
Gate. The gifts also benefited families served through our Health Benefits Resource
Center and Spiritual Care Services.
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Mariko Yamada, Director of the Children’s Counseling Center, was overwhelmed by all
of the gifts the Children’s Counseling Center received. As her team made appointment
reminder calls, they informed families that Santa had come by and dropped off
gifts. Each young person who attended his or her December appointment had the
opportunity to select a toy of their choice. She gratefully said, “On behalf of the
Children’s Counseling Center, thank you to everyone for your donations and kindness.”
Eleanor Ramirez, Interim President and CEO, summed up the successful campaign by
saying, “It was a wonderful way to celebrate the season. We are thankful to our
community, partners, physicians and associates. It was indeed a ‘Happy Holiday’ for
many of our children. Thank you, all.”
Total Number of People Served: 1,500 children
Community Building
Volunteer Services
The Volunteer Services Program delivers
orientation, training, and supervision to
volunteers who support SFMC’s day-to-day
operations. The program benefits student
volunteers by introducing them to future health
care careers and providing job skills training as
they bring administrative and customer service support to the hospital. The program
also helps students fulfill community service hours required for high school graduation.
Adult and senior volunteers benefit from interpersonal interaction that supports their
mental, emotional, and spiritual well-being while they contribute their talent and
experience to various programs and departments. While imparting and improving
customer service and support service skills, the Volunteer Services Program also
enhances service delivery to patients, patients’ families, visitors, and SFMC employees.
Volunteers supported departments including: Administration, Business Development,
Case Management, Disaster Planning, Family Life Center, Healthy Community
Initiatives, Human Resources, Imaging – Ultrasound, Laboratory, Marketing and
Communications, NICU, Nutrition Services, Orthopedic Clinic, Patient Floors, Patient
Advocate’s Office, Radiology - CT & MRI, Spiritual Care Services, Surgery, Respiratory
Therapy, Volunteer Services.
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Volunteers assisted these programs and events: Patient Care Ambassador Program in
the Family Life Center, Emergency Department, and Surgery Center; Pet Therapy
Program; Maternity Tours; Senior Luncheons; Skills Fair; holiday events; Hospital
Week; Nurses Week; Aging Well Senior and Family Health Fair.
Collaborative Partners: Hub Cities Consortium; Archdiocesan Youth Employment
Services; Lynwood Unified School District; Elevate Your G.A.M.E.
Volunteers provided support to approximate 25 departments and served more than
17,400 hours.
Total Number of Volunteers Who Benefited from the Program: 285
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St. Francis Medical Center follows IRS Schedule H instructions for determining the cost
of the hospital’s community benefit expense:
Total community benefit expense includes both “direct costs” and indirect costs.” “Direct
costs” means salaries and benefits, supplies, and other expenses directly related to the
actual conduct of each activity or program. “Indirect costs” means costs that are shared
by multiple activities or programs, such as facilities and administrative costs related to
the organizations infrastructure (space, utilities, custodial services, security, information
systems, administration, materials management, and others).
The hospital’s net community benefit expense is calculated by subtracting direct
offsetting revenue from total community benefit expense.
The cost of charity care is estimated by calculating a ratio of cost to usual and
customary charges and applying that ratio to the usual and customary uncompensated
charges associated with providing care to patients that quality for charity care.
For Medicaid and Medicare shortfalls, SFMC utilizes an accounting system that
determines costs for providing medical services based on the hospital’s relationship of
costs to charges. The shortfall is reflected as community benefit.
In Summary
St. Francis Medical Center’s Community Benefit Plan is developed using data and
results from the Community Health Needs Assessment. The plan incorporates and
considers many factors, including the hospital’s mission, organizational capacity,
collaborative partnerships, and resource allocation. Its development is integrated into
SFMC’s strategic planning process. Reports and updates on community benefit
activities and outcomes are provided by managers and directors responsible for specific
community benefit programs.
Quarterly reports are presented to the SFMC Board of Directors and the Verity Health
System corporate office. An annual update summarizing the fiscal year’s community
benefit programs is prepared and presented to the SFMC Board of Directors.
The annual update is made available to medical center leadership, the medical staff,
key stakeholders, Verity Health System, and the community through the medical
center’s website at stfrancis.verity.org. The annual Community Benefit Update is
presented to the California Office of Statewide Health Planning and Development, in
accordance with SB697.
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Title 11, California Code of Regulations, § 999.5(d)(5)(E)

For each health facility that is the subject of the agreement or transaction, a description of
the current policies and procedures regarding staffing for patient care areas; employee
input on health quality and staffing issues; and employee wages, salaries, benefits, working
conditions and employment protections
Employees at St. Francis Medical Center are referred to both as “employees” and “associates.”
Staffing For Patient Care Areas
St. Francis Medical Center has established policies and procedures to ensure adequate staffing
levels for patient care areas. Attached to this Section 999.5(d)(5)(E) as Exhibit 1 is a list of
these staffing policies and procedures and staffing matrices.
Employee Input on Health Quality and Staffing Issues
The Conflict/Complaint Resolution policy is attached to this Section 999.5(d)(5)(E) as
Exhibit 2.
All employees have a variety of ways to provide input to hospital leaders:
•

Employees can bring up suggestions in staff meetings, daily huddles, in meetings one
on one with their immediate supervisor or other leaders during rounding, and in all
hands “town hall” meetings with the hospital CEO and other leaders.

•

Every four hours, the Administrative House Supervisors hold nursing “huddles” for
clinical supervisors and charge nurses on every 12-hour shift, where staffing and
patient throughput are discussed.

•

Each nursing unit has an established Shared Governance Unit Council, where staff
communicates with each other to address opportunities for process improvement.

•

Front line associates are encouraged to participate in several decision-making
committees (i.e., Linen Committee, Code Blue Committee, Value Analysis
Committee, Stroke Committee, Sepsis Committee). New products are trialed by the
associates who are using them, with required feedback on product safety and quality.

•

Associates are encouraged to utilize the Chain of Command policy when staffing issues
arise. (Charge Nurse – Supervisor or Manager – Director or House Supervisor – Chief
Nursing Officer).

•

A toll-free telephone number or website to report concerns. Associates may
anonymously report issues, concerns, or make suggestions.

•

Employees may raise suggestions or concerns to human resources or, if represented
by labor organization, to their union steward.

•

RNs have the opportunity to submit Staffing Objection Forms if concerns arise
during their shifts. This information is addressed by nursing leadership and data is
aggregated to proactively identify trends and work toward solutions.

•

All associates have access to the Riskpro reporting system to report any concerns.

•

Joint Labor Management Committee meetings involve Executive Leadership (CNO
and Vice President of Human Resources), department leadership, union leadership,
and frontline staff members where various issues and concerns can be discussed and
resolved.

Employee Wages, Salaries, Benefits, Working Conditions, and Employment Protections
St. Francis Medical Center has established policies and procedures that address employee
wages, salaries, benefits, working conditions, and employment protections. A list of these
policies and procedures is attached to this Section 999.5(d)(5)(E) as Exhibit 3.
Relevant portions of St. Francis Medical Center’s Employee Handbook are attached to this
Section 999.5(d)(5)(E) as Exhibit 4. These policies were designed to provide St. Francis Medical
Center employees with a better understanding of hospital standards. The policies address issues
regarding performance expectations, hours, time away from work, and communication related to
grievance.
Also attached to this Section 999.5(d)(5)(E) as Exhibit 5 is the Code of Conduct.
Collective Bargaining Agreements
St. Francis Medical Center is a party to the following collective bargaining agreements:
•

Collective Bargaining Agreement by and between O’Connor Hospital, Saint Louise
Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, and SEIU
United Healthcare Workers – West, November 1, 2018 through October 31, 2021
o This agreement addresses classifications, wages, premium pay, process for
problem resolution, seniority, layoff and recall, committees, discipline and
discharge, committees, and benefits, among other employment-related matters.

•

Labor Management Collective Bargaining Agreement by and between St. Francis
Medical Center and St. Francis Registered Nurses Association, United Nurses
Associations of California/Union of Healthcare Professionals, December 29, 2017
through December 29, 2021.

o This agreement addresses compensation and hours of work, premium pay, process
for problem resolution, seniority, professional practice standards, discipline and
discharge, and benefits, among other employment-related matters.

Title 11, California Code of Regulations,§ 999.5(d)(5)(E)
Exhibit 1

Exhibit 1

St. Francis Medical Center Staffing Policies

Floating of Nursing Personnel
Staffing/Schedule of Nursing Personnel
Schedule Changes, Staffing
Flex Staffing

Saint Francis Medical Center
Trama Administration
Labor Matrix
4/5/2018
1st Shift
CL NICAL MGR-TRAUMA PROGRAM
COORD, INJURY PREVENTION
DATA REGISTRAR
DATA REGISTRAR
DATA REGISTRAR
DATA REGISTRAR
DATA SUPPORT SPEC
TRAUMA NURSE CLINICIAN I
TRAUMA NURSE CLINICIAN I
TRAUMA NURSE CLINICIAN I
TRAUMA QUALITY / PI COORD
BIOSTATISTICIAN - open position
Nurse Pracitioner - open position (not yet approved)
Nurse Pracitioner - open position
Nurse Pracitioner - open position

1st Shift TOTALS
Employees per day

2nd shift

SU

M

TU

W

TH

F

SA

8
8
8
1.6
8
8
8
8
8
8
8

8
8
8
1.6
8
8
8
8
8
8
8

8
8
8
16
8
8
8
8
8
8
8

8
8
8
1.6
8
8
8
8
8
8
8

8
8
8
16
8
8
8
8
8
8
8

8

8

8

8

8

10
10

10
10

10
10

10
10

8

110

110

110

110

90

8

1.0

13.7

13.7

13.7

13.7

11.2

1.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0

8

8

Total
40
40
40
8
40
40
40
40
40
40
40
0
40
16
40
40
0
0
544

FTEs
13.6

FTEs
0

2nd Shift TOTALS

0

0

0

0

0

0

0

Employees per day

0.0

0.0

0.0

0.0

0.0

0.0

0.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0

FTEs
0

544

FTEs
13.60

3rd shift

3rd Shift TOTALS

0

0

0

0

0

0

0

Employees per day

0.0

0.0

0.0

0.0

0.0

0.0

0.0

PROPOSED TOTALS

8.00

109.6

109.6

109.6

109.6

89.6

8

Employees per day

1.0

13.7

13.7

13.7

13.7

11.2

1.0

Productivity:
Paid Productivity:
Fixed
Non-Productive Rate:
NOTES

0
10.00%

Annual Prod Manhours:
Annual Paid Manhours:

25,459
28,288

Productive FTEs
Paid FTEs

12.24
13.60

Target Prod FTEs

12.24

Variance to Target FTEs

0.00

Saint Francis Medical Center
Surgery
Labor Matrix
4/5/2018
1st Shift
CLINICAL SUPV-SURGERY 8 HR
HSM COORDINATOR
PHYSICIAN ASSISTANT
PHYSICIAN ASSISTANT-PD
RN 12HR
RN 12HR NEW GRAD
RN 8HR
RN 8HR
RN 8HR
RN 8HR
RN 8HR
RN 8HR
RN 8HR
RN I 8HR
RN I 8HR
RN I 8HR WO
RN II 8HR - BAUTISTA,LEO GERARDO O
SECTY, SR
SECTY, SR
SURGICAL TECH SPECIALIST
SURGICAL TECH SPECIALIST WO
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL
TECH, SURGICAL - PD
TRANSPORTER/NURSE ASST
TRANSPORTER/NURSE ASST
TRANSPORTER/NURSE ASST
TRANSPORTER/NURSE ASST
TRANSPORTER/NURSE ASST-PD
TRANSPORTER/NURSE ASST-PD
TRANSPORTER/NURSE ASST-PD

SU

M

TU

W

TH

F

8
8
8

8
8
8

8
8
8

8
8
8

8
8
8

12

12

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
0
8
8
8
8
0
0
0

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
0
8
8
8
8
0
0
0

12
12
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
0
8
8
8
8
0
0
0

12
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
0
8
8
8
8
0
0
0

12
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
0
8
8
8
8
0
0
0

SA

Total
40
40
40
0
36
36
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
0
40
40
40
40
0
0
0
0
0
1472

1st Shift TOTALS:

0

292

292

304

292

292

0

Employees per day

0.0

36.5

36.5

38.0

36.5

36.5

0.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0

2nd shift

2nd Shift TOTALS:

0

0

0

0

0

0

0

Employees per day

0.0

0.0

0.0

0.0

0.0

0.0

0.0

SU

M

TU

W

TH

F

SA

3rd shift

Total

FTEs
36.8

FTEs
0

Saint Francis Medical Center
Clinical Laboratory Services
4/5/2018
Day 1st Shift
ANALYST, LAB
ASST, BLOOD BANK
ASST, LAB
ASST, LAB
ASST, LAB
ASST, LAB
ASST, LAB
ASST, LAB
ASST, LAB
ASST, LAB
CERT FIED PHLEB TECH(NON BARG)
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN
CERT FIED PHLEB TECHNICIAN-PD
CERT FIED PHLEB TECHNICIAN-PD
CERT FIED PHLEB TECHNICIAN-PD
CERT FIED PHLEB TECHNICIAN-PD
CLS - PD 10HR
CLS - PD 10HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS - PD 8 HR
CLS-10HR
CLS-10HR
CLS-10HR
CLS-10HR
CLS-10HR
CLS-10HR
CLS-10HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
CLS-8HR
D R-LABORATORY
LEAD LAB ASST

SU

M

TU

W

TH

F

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
4
8
8
8
4
8
8
8
8
8
8
8
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
10

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
4
8
8
8
4
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
4
8
8
8
4
8
8
8
8
8
8
8
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
10
10
10
10
10
10
10
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
4
8
8
8
4
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
4
8
8
8
4
8
8
8
8
8
8
8
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

10
10
10
10
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
10
10
10
10
10
10
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
10
10
10
10
10
10
10
6
8
8
8
8
8
8
8
8
8
8
8
8
8

10
10

8
8
8
8
8
8
8
8
8
8
8
8
8

SA

10

Total
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
20
40
40
40
20
40
40
40
24
40
40
40
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
40
40
40
40
40
40
40
30
40
40
40
40
40
40
40
40
40
40
40
40
40

Saint Francis Medical Center
Radiology Diagnostic
Labor Matrix
4/5/2018
Day 1st Shift

SU

ASST, DEPT
CLERK
CLERK
CLERK 2
CLERK 2
CLINICAL DIR-IMAGING SVCS
SCHED, PATIENT
SCHED, PATIENT
SCHED, PATIENT
SUPV-DIAGNOSTIC IMAGING
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY
TECH, RADIOLOGY SPEC
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD
TECH, RADIOLOGY-PD

M

TU

W

TH

F

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

SA

Total
40
40
32
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
0
0
0
0
0
0
0
0
0
0
0
0
912

1st Shift TOTALS:

0

184

184

184

184

176

0

Employees per day

0.0

23.0

23.0

23.0

23.0

22.0

0.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0
0
0

2nd shift

2nd Shift TOTALS:

0

0

0

0

0

0

0

Employees per day

0.0

0.0

0.0

0.0

0.0

0.0

0.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0
0
0
0
0

3rd shift

3rd Shift TOTALS:

0

0

0

0

0

0

0

Employees per day

0.0

0.0

0.0

0.0

0.0

0.0

0.0

PROD FTEs
22.8

PROD FTEs
0

PROD FTEs
0

PROD FTEs

Saint Francis Medical Center
Pharmacy
Labor Matrix
4/5/2018
1st Shift
COORD, PHARMACY DEPT
DIR-PHARMACY
INTERN, PHARMACY-PD
INTERN, PHARMACY-PD
PHARM, CLINICAL SPEC-10HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-10 HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
PHARMACIST-PD 10HR
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY
TECH, PHARMACY - PD
TECH, PHARMACY - PD
TECH, PHARMACY - PD
TECH, PHARMACY - PD
TECH, PHARMACY - PD
Clinical Pharmacist
Pharmacy Tech - Pyxis Admin
Pharmacy Operations Supervisor

SU

M

TU

W

TH

F

8
8

8
8

8
8

8
8

8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
4
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
4
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
4
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
4
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
4
8
8
8
8
8
8
8
8
8
8
8
8

SA

10
10
10

8
8
8
8
8

8
8
8
8
8

8

8

8

8

8

Total
40
40
0
0
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
40
10
10
10
0
0
0
0
0
0
40
40
40
20
40
40
40
40
40
40
40
40
40
40
40
40
16
16
16
16
16
0
0
0
40
0
0
0
0

FTEs

Saint Francis Medical Center
Respiratory
Labor Matrix
4/5/2018
SU

M

TU

W

TH

F

12
12
12
12
12
12
12
12
12
12

8
8
12
12
12
12
12
12
12
12
12
12

8
8
12
12
12
12
12
12
12
12
12
12

8
8
12
12
12
12
12
12
12
12
12
12

8
8
12
12
12
12
12
12
12
12
12
12

8
8
12
12
12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12
12
12

1st Shift TOTALS:

120

136

136

136

136

136

120

Employees per day

15.0

17.0

17.0

17.0

17.0

17.0

15.0

SU

M

TU

W

TH

F

SA

Total

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

12
12
12
12
12
12
12
12

2nd Shift TOTALS:

96

96

96

96

96

96

96

84
84
84
84
84
84
84
84
0
0
0
0
672

Employees per day

12.0

12.0

12.0

12.0

12.0

12.0

12.0

SU

M

TU

W

TH

F

SA

Total

0

0
0
0
0
0
0
0
0
0
0
0
0
0

Director RT
RT Biller
Lead
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage

Lead
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage
24/7 coverage

Day 1st Shift

2nd shift

3rd shift

3rd Shift TOTALS:

0

0

0

0

0

0

SA

Total
40
40
84
84
84
84
84
84
84
84
84
84
0
0
0
920

PROD FTEs
23

PROD FTEs
16.8

PROD FTEs
0

Saint Francis Medical Center
Respiratory Neonatal
Labor Matrix
4/5/2018
Day 1st Shift
MGR-NEONATAL RESPIRATORY

SU

M

TU

W

TH

F

8

8

8

8

8

SA

Total
40
0
84
34
0
0
0
0
0
0
0
0
0
0
0
158

24/7 coverage
24/7 coverage

12
4

12
6

12
6

12
6

12
4

12
4

12
4

1st Shift TOTALS:

16

26

26

26

24

24

16

Employees per day

2.0

3.3

3.3

3.3

3.0

3.0

2.0

SU

M

TU

W

TH

F

SA

24/7 coverage
24/7 coverage

12
6

12
6

12
6

12
6

12
6

12
6

12
6

2nd Shift TOTALS:

18

18

18

18

18

18

18

Employees per day

2.3

2.3

2.3

2.3

2.3

2.3

2.3

SU

M

TU

W

TH

F

SA

Total

0

0
0
0
0
0
0
0
0
0
0
0
0
0

2nd shift

3rd shift

3rd Shift TOTALS:

0

0

0

0

0

0

PROD FTEs
3.95

Total
0
84
42
0
0
0
0
0
0
0
0
0
126

PROD FTEs
3.15

PROD FTEs
0

Productivity:
Paid Productivity:
RVUs:
Non-Productive Rate:

0.21
0.23
2,636
10.00%

Annual Manhours:
Annual Paid Manhours:
Productive FTEs:
Paid FTEs:
Target Prod FTEs:

NOTES:

Variance to Target FTEs:

546
607
0.26
0.29
0.26
(0.00)

0

NOTES:

Variance to Target FTEs:

(0.90)

Saint Francis Medical Center
Dietary/FNS
Labor Matrix
4/5/2018

A DE, D ETARY
A DE, D ETARY
A DE, D ETARY
A DE, D ETARY
A DE, D ETARY
A DE, D ETARY
A DE, D ETARY-PD
A DE, D ETARY-PD
A DE, D ETARY-PD
ASST, DEPT
CASH ER
CASH ER - PD
CASH ER - PD
CASH ER - PT LIMITED
COOK
COOK
COOK
COOK
COOK
COOK - PD
COOK - PD
COOK - PD
COOK, GRILL
COOK, GRILL
DIETICIAN
DIETICIAN
DIETICIAN
DIETICIAN - PD
DIETICIAN - PD
DIETICIAN - PD
DIETICIAN - PD
DIETICIAN - PD
DIETICIAN, CNSC
GRILL COOK - PD
HOST/HOSTESS
HOST/HOSTESS - PD
NV CONTROL CLERK
NV CONTROL CLERK-PD
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
WORKER, FOOD SERVICE-PD
Cold Food Specialist - vacant
Inventory clerk - in process
Hostess - in process
Café server - in process
Café server - vacant
Clinical dietician - vacant
Clinical dietician - vacant

Day 1st Shift

SU
40
20
40
40
30
20
16
16
16
40
40
16
16
16
40
40
40
40
40
16
16
16
40
40
40
40
8
16
16
16
40
16
40
16
40
16
40
40
40
40
40
40
40
40
40
40
40
40
40
40
16
8
16
16
16
8
16
8

40
40
40
40
8

M

TU

W

TH

F

SA

Total
40
20
40
40
30
20
16
16
16
40
0
40
16
16
16
40
40
40
40
40
16
16
16
40
40
0
40
40
8
16
16
0
16
40
16
40
16
40
16
40
40
40
40
40
40
40
40
40
40
40
40
40
40
16
8
16
16
16
8
16
8
0
0
40
40
40
0
40
8

Cook - vacant
Cook - vacant
Potwasher - vacant
Carsperson - in process

16
16
9
16

16
16
9
16
0
0
1887

1st Shift TOTALS

1887

0

0

0

0

0

0

Employees per day

235.9

0.0

0.0

0.0

0.0

0.0

0.0

SU

M

TU

W

TH

F

SA

Total
40
40
40
40
40
40
20
20
20
22.5
22.5
0
40
0
0
0
385

COOK
COOK
CASH ER
A DE, D ETARY
A DE, D ETARY
CARTPERSON
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE
WORKER, FOOD SERVICE

2nd shift

40
40
40
40
40
40
20
20
20
22.5
22.5

PROD FTEs
47.175

PM Grill Cook - vacant

40

2nd Shift TOTALS

385

0

0

0

0

0

0

Employees per day

48.1

0.0

0.0

0.0

0.0

0.0

0.0

SU

M

TU

W

TH

F

SA

Total
0
0
0
0

PROD FTEs
0

2272

PROD FTEs
56.80

3rd shift

3rd Shift TOTALS
Employees per day
PROPOSED TOTALS
Employees per day
Productivity:
Paid Productivity:
Meals:
Non-Productive Rate:
NOTES

0

0

0

0

0

0

0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

2272.00

0

0

0

0

0

0

284.0

0.0

0.0

0.0

0.0

0.0

0.0

0.10
0.12
1,128,627
10 00%

Annual Prod Manhours:
Annual Paid Manhours:
Productive FTEs
Paid FTEs

118,144
131,271
56.80
63.11

Target Prod FTEs

56.8

Variance to Target FTEs

0.00

PROD FTEs
9.625

Productivity:
Paid Productivity:
Adusted Discharges:
Non-Productive Rate:
NOTES:

1.06
1.18
33,118
10.00%

Annual Manhours:
Annual Paid Manhours:
Productive FTEs:
Paid FTEs:

35,204
39,116
16.93
18.81

Target Prod FTEs:

22.3

Variance to Target FTEs:

5.38

NOTES:

Target Prod FTEs:

19.8

Variance to Target FTEs:

0.00

Saint Francis Medical Center
Security
Labor Matrix
4/5/2018
Day 1st Shift
DIR-PUBLIC SAFETY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY
OFFICER, SECURITY LD
OFFICER, SECURITY-PD
SECURITY LIASON, ER
SUPV-SECURITY

SU

M

TU

W

TH

F

8

8

8

8

8

8

8

8

8

8

SA

Total
40
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
40
0
56
56
56
56
56
56
56
56
0
0
0
528

Officer, Security - Dispatch
Officer, Security - ED Front
Officer, Security - ED Back
Officer, Security - ED Door
Officer, Security - ICU
Officer, Security - FLC
Officer, Security - Rover
Officer, Security - Breaks

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8

1st Shift TOTALS:

64

80

80

80

80

80

64

Employees per day

8.0

10.0

10.0

10.0

10.0

10.0

8.0

SU

M

TU

W

TH

F

SA

Total

8
8
8
8
8
8
8

8
8
8
8
8
8
8

8
8
8
8
8
8
8

8
8
8
8
8
8
8

8
8
8
8
8
8
8

8
8
8
8
8
8
8

8
8
8
8
8
8
8

56
56
56
56
56
56
56

2nd shift
Officer, Security - Dispatch
Officer, Security - ED Front
Officer, Security - ED Back
Officer, Security - ED Door
Officer, Security - ICU
Officer, Security - FLC
Officer, Security - Rover

PROD FTEs
13.2

Saint Francis Medical Center
Environmental Services
Labor Matrix
4/3/2018
AREA ASSIGNMENT
FIRST SHIFT

S

M

T

W

R

F

S

Total

8
0
8
8
0
8
8
8
8
0
8
0
8
8
0
8
8
0
8
0

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
0
8
8
0
8
8
8
8
0
8
0
8
8
0
8
8
0
8
0

56
40
56
56
40
56
56
56
56
40
56
40
56
56
40
56
56
40
56
40

ED3
OR1 Post Case
OR2 Post Case
Floor tech 1 - 6am
Floor Tech 2 - 6am
Floor Tech 3 - 6am
Trash/Boxes - 6am
Linen/Medical Waste - 8am
Stair & Elevators - 6am
Ancillary Offices - 7am

8

8

8

8

8

8

8

56

8
0
0
0
0
8
0
0
0

8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8

8
0
0
0
0
8
0
0
0

56
40
40
40
40
56
40
40
40

Floor Tech 4 ED & Patient Room Floor

0

8

8

8

8

8

0

40
0
0
0
1496

8th - 7am
8th/7th - 7:30
7th - 7am
6th - 7am
6th/4th - 7:30am
4th - 7am
5th - 7am
Police Tech/120 Café - 6am
ICU1 - 6am
ICU2 -7 30am
PCU 2E/SNF - 7am
PCU2E/SNF - 7 30am
One South BHU - 7am
FLC1 1st Floor - 7am
FLC2 1st Floor - 7am
NICU
FLC3 2nd Floor - 7am
FLC4 2nd Floor - 7am
ED1
ED2

FIRST TOTALS

0
128

0
248

0
248

0
248

0
248

0
248

0
128

Employees per day

16.0

31.0

31.0

31.0

31.0

31.0

16.0

S

M

T

W

R

F

S

Total

8
0
0
8
0
0
0
8
8
8
0
0
8
8
0
8
8
0
0
0

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

8
0
0
8
0
0
0
8
8
8
0
0
8
8
0
8
8
0
0
0

56
40
40
56
40
40
40
56
56
56
40
40
56
56
40
56
56
40
40
40

0

8

8

8

8

8

0

40
0
0
0
984

AREA ASSIGNMENT
SECOND SHIFT

Pharmacy
Lab
Central
Kitchen
HSP Terrace
Radiology
ED1
ED2
FLC1
FLC2
DC1
DC2
DC3
DC4
OR1 Post Case
OR2 Post Case/ Surgery Center
Waste Tech
Floor Tech 1
Floor Tech 2
DC 5
DC 6

SECOND TOTALS
Employees per day

ED 1

AREA ASSIGNMENT
THIRD SHIFT

0

72

168

168

168

168

168

72

9.0

21.0

21.0

21.0

21.0

21.0

9.0

S

M

T

W

R

F

S

Total

8

8

8

8

8

8

8

56

Justification

Additional coverage for ED in regards to volume
increase and sustain high level of cleanliness +
additional weekend coverage.

Increase Floor Tech Coverage to maintain
cleanliness of ED floors and patient rooms.

PROD FTEs
37.4

Justification

Additional coverage in discharge cleaning to
assist with throughput.

PROD FTEs
24.6

Justification

Additional Coverage for ED in regards to volume
increase and sustain a high level of cleanliness

0

8

8

8

8

8

0

40

8
8
0
8
0

8
8
8
8
8

8
8
8
8
8

8
8
8
8
8

8
8
8
8
8

8
8
8
8
8

8
8
0
8
0

56
56
40
56
40
0

OR 1 - Terminal Cleaning

0

8

8

8

8

8

0

40

Terminal Cleaning overage for OR's (hospital and
FLC) in regards to volume increase and maintain
AORN compliance which currently covered by
post case cleaning staff.

OR 2 - Terminal Cleaning

0

8

8

8

8

8

0

40

Terminal Cleaning overage for OR's (hospital and
FLC) in regards to volume increase and maintain
AORN compliance which currently covered by
post case cleaning staff.

32

72

72

72

72

72

32

0
424

PROD FTEs
10.6

4.0

9.0

9.0

9.0

9.0

9.0

4.0

232.00
184
29.0

488
428
61.0

488
428
61.0

488
428
61.0

488
428
61.0

488
428
61.0

232
168
29.0

2904
2492

PROD FTEs
72.60
62.3

ED 2
DC1
DC2
DC3
FLC1
FLC2

THIRD TOTALS

0

Employees per day
PROPOSED TOTALS
Employees per day
Productivity:
Paid Productivity:
Fixed:
Non-Productive Rate:

NOTES

0

0
10 00%

Annual Manhours:
Annual Paid Manhours:

151,008 129,584
167,787

Proposed Productive FTEs
Proposed Paid FTEs

72.60
80.67

Current Budgeted Productive FT

66.18

Current Paid FTEs
Difference from Current to
Proposed

(6.42)

73.53

Saint Francis Medical Center
Facilities Management
Labor Matrix
4/3/2018
Facilities Staff
M - F Day 1st Shift

SU

M

TU

W

TH

F

SA

Total

0
0
0
0
0
0
0
0
0
0
0
-120

0
8
0
8
8
8
8
8
8
8
8

0
8
0
8
8
8
8
8
8
8
8

0
8
0
8
8
8
8
8
8
8
8

0
8
0
8
8
8
8
8
8
8
8

0
8
0
8
8
8
8
8
8
8
8

0
0
0
0
0
0
0
0
0
0
0

0
40
0
40
40
40
40
40
40
40
40
-120

8

8

8

8

8

0

8

8

8

8

8

0

1st Shift TOTALS:

-120

88

88

88

88

88

0

Employees per day

-15.0

11.0

11.0

11.0

11.0

11.0

0.0

SU

M

TU

W

TH

F

SA

Total

8
0
8
0
8
0
8
8
0
8
0

8
0
8
0
8
0
8
0
0
8
0

8
8
8
8
8
8
8
0
8
8
8

8
8
0
8
8
8
8
0
8
8
8

8
8
0
8
8
8
8
0
8
8
8

0
8
8
8
0
8
0
0
8
0
8

0
8
8
8
0
8
0
8
8
0
8

Various Shift TOTALS:

48

40

80

72

72

48

56

40
40
40
40
40
40
40
16
40
40
40
0
416

Employees per day

6.0

5.0

10.0

9.0

9.0

6.0

7.0

SU

M

TU

W

TH

F

SA

Total

Operator
Operator
Operator
Operator
.5 per diem Operator
Contractor

8
0
8
0
8
0

8
0
8
0
0
8

8
8
8
0
0
0

8
8
8
0
0
0

8
8
8
0
0
0

0
8
0
0
8
8

0
8
0
0
8
8

Boiler Plant TOTALS:

24

24

24

24

24

24

24

40
40
40
0
24
24
0
168

Employees per day

3.0

3.0

3.0

3.0

3.0

3.0

3.0

Mechanic
Mechanic
Mechanic
HVAC
Electrican
Painter
Painter
Department Coordinator
Maintenance Supervisor
Operations Manager
Director

DISASTER COORD
Proposed Buyer

Plant Staff
2nd, 3rd, weekend, Various shift
2nd shift HVAC
2nd shift HVAC
2nd shift HVAC
2nd shift Mechanic
2nd shift Mechanic
3rd shift Mechanic
3rd shift Mechanic
.5 per diem Mechanic
Proposed Painter
Proposed Painter
Proposed Painter

Boiler Operators
Central Plant 24/7/365

40
40
0
320

PROD FTEs
8

PROD FTEs
10.4

PROD FTEs
4.2

PROD FTEs

Saint Francis Medical Center
Communications
Labor Matrix
4/5/2018
SU

M

TU

W

TH

F

SA

6:30am - 3pm
8am - 4:30pm

8
8

8
8

8
8

8
8

8
8

8
8

8
8

1st Shift TOTALS:

16

16

16

16

16

16

16

Employees per day

2.0

2.0

2.0

2.0

2.0

2.0

2.0

SU

M

TU

W

TH

F

SA

3pm - 11:30pm
4:30pm - 10:30pm

8
6

8
6

8
6

8
6

8
6

8
6

8
6

2nd Shift TOTALS:

14

14

14

14

14

14

14

Employees per day

1.8

1.8

1.8

1.8

1.8

1.8

1.8

SU

M

TU

W

TH

F

SA

10:30pm - 7am

8

8

8

8

8

8

8

3rd Shift TOTALS:

8

8

8

8

8

8

8

Day 1st Shift

2nd shift

3rd shift

Total
0
56
56
0
0
0
0
0
0
0
0
0
0
0
112

PROD FTEs
2.8

Total
0
56
42
0
0
0
0
0
0
0
0
0
98

PROD FTEs
2.45

Total
0
56
0
0
0
0
0
0
0
0
0
0
56

PROD FTEs
1.4

Saint Francis Medical Center
Admitting
Labor Matrix
4/5/2018
M

TU

W

TH

F

8
8
8

8
8
8

8
8
8

8
8
8

8
8
8

REP, BED CONTROL

8

8

8

8

8

CLERK, PRE-REGISTRATION
CLERK, PRE-REGISTRATION
CLERK, PRE-REGISTRATION
CLERK, PRE-REGISTRATION
CLERK, PRE-REGISTRATION

8
8

8
8

8
8

8
8

8
8

8
8

8
8

8
8

8
8

8
8

Manager approved in FY18

8

8

8

8

8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8

8

8

8

8

8

8

8

8

8

8
8
8

8
8
8

8
8
8

8
8
8

8
8
8

Day 1st Shift
SUPV-ADMITTING
DIR-ADMITTING
CCS COORD/FINANCIAL COUNSELOR
FINANCIAL COUNSELOR
FINANCIAL COUNSELOR
FINANCIAL COUNSELOR
FINANCIAL COUNSELOR

Quick Registration
Team Care
Main ED
Main ED

SU

40
40
40
40

8
8
8
8

Surgery Admitting
FLC

SA

8

Main Admitting
Main Admitting
Main Admitting

8
8
8
8

8

Total
40
40
40
0
40
40
40
40
0
40
0
40
40
0
40
40
0
40
0
56
56
56
56
0
40
0
56
0
40
40
40
0
960

1st Shift TOTALS:

200

144

144

144

144

144

40

Employees per day

25.0

18.0

18.0

18.0

18.0

18.0

5.0

SU

M

TU

W

TH

F

SA

Total

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8

8

8

8

8

8

8

8

8

8

8

8

8

8

8

56
56
56
56
0
40
0
56
0
40
0
360

2nd shift
Quick Registration
Team Care
Main ED
Main ED
SUPV-ADMITTING
FLC

8

REP, BED CONTROL

8

2nd Shift TOTALS:

40

56

56

56

56

56

40

Employees per day

5.0

7.0

7.0

7.0

7.0

7.0

5.0

PROD FTEs
24

PROD FTEs
9

Saint Francis Medical Center
Patient Information
Labor Matrix
4/5/2018
SU

M

TU

W

TH

F

SA

8am - 4:30pm
8am - 4:30pm

8
8

8
8

8
8

8
8

8
8

8
8

8
8

1st Shift TOTALS:

16

16

16

16

16

16

16

Employees per day

2.0

2.0

2.0

2.0

2.0

2.0

2.0

SU

M

TU

W

TH

F

SA

12pm - 5pm

5

5

5

5

5

5

5

2nd Shift TOTALS:

5

5

5

5

5

5

5

Employees per day

0.6

0.6

0.6

0.6

0.6

0.6

0.6

SU

M

TU

W

TH

F

SA

4pm - 9pm

5

5

5

5

5

5

5

3rd Shift TOTALS:

5

5

5

5

5

5

5

Day 1st Shift

2nd shift

3rd shift

Total
0
56
56
0
0
0
0
0
0
0
0
0
0
0
112

PROD FTEs
2.8

Total
0
35
0
0
0
0
0
0
0
0
0
0
35

PROD FTEs
0.875

Total
0
35
0
0
0
0
0
0
0
0
0
0
35

PROD FTEs
0.875

Saint Francis Medical Center
Utilization and Review
Labor Matrix
4/5/2018
Day 1st Shift
APPEALS COORDINATOR
ASST, CASE MANAGEMENT
ASST, CASE MANAGEMENT
New hire for CM Assistant
New hire for CM Assistant
ASST, CASE MANAGEMENT-TEMP
CLINICAL DIR-CASE MANAGEMENT
DISCHARGE PLANNER PD
RN CASE MGR 10HR
RN CASE MGR 10HR
RN CASE MGR 10HR
RN CASE MGR 10HR
RN CASE MGR 10HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR 8 HR
RN CASE MGR I 10 HR
RN CASE MGR I 8 HR
RN CASE MGR I 8 HR
RN CASE MGR I 8 HR
RN CASE MGR II 12HR
RN CASE MGR II 8 HR
RN CASE MGR II 8 HR
RN CASE MGR II 8 HR
RN CASE MGR II 8 HR
RN CASE MGR II PD 8 HR
RN CASE MGR III 12 HR WO
RN CASE MGR III 4/10
RN CASE MGR III 4/10
RN CASE MGR III 8 HR
RN CASE MGR PD 10HR
RN CASE MGR PD 8 HR
RN CASE MGR PD 8 HR
RN CASE MGR PD 8 HR
RN CASE MGR PD 8 HR
TAR CLERK

SU

10

M

TU

W

TH

F

5
8
8
8
8

5
8
8
8
8

5
8
8
8
8

5
8
8
8
8

4
8
8
8
8

8

8

8

8

8

10
10

10
10

10

10
10

10
10

10

12

10
8
8
8
8
8
8
8
10
8
8
8
12
8
8
8
8

10
10

8
8
8
8
8
8
8

10
10
8
8
8
8
8
8
8

10
8
8
8
8
8
8
8

8
8
8

8
8
8

8
8
8

8
8
8
8

8
8
8
8

8
8
8
8

8
8
8
8
8
8
8
10
8
8
8
12
8
8
8
8

12

12

8

10
8

8

10

10
10
10

10

12

8
10

12
10

10
8

8

8

8

8

10

10
10

8
8
4

New hire RN Case Mgr for FLC (already hired)
New hire RN Case Mgr for Tower (already hired)

SA

8
8
8

8

8

8

8

8
8

8
8

8
8

8
8

8
8

Total
24
40
40
40
40
0
40
0
40
40
30
40
40
40
40
40
40
40
40
40
40
40
40
40
48
40
40
40
40
16
36
20
40
40
20
16
16
16
4
40
0
40
40
0
-200
0
0
0
0
1206

Need to reduce

-200

1st Shift TOTALS:

-100

249

237

241

231

242

106

Employees per day

-12.5

31.1

29.6

30.1

28.9

30.3

13.3

SU

M

TU

W

TH

F

SA

Total

0

0
0
0
0

2nd shift

2nd Shift TOTALS:

0

0

0

0

0

0

PROD FTEs
30.15

PROD FTEs
0

Staffing Matrix

Changed 4/10/18

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment.
Matrix is to be built to budget.

ICU

CC 6010

Day Shift - 7 Days/Week

Shift:
Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

RN
12
12
24
24
36
36
48
48
60
72
72
84
84
96
96
108
108
120
144
144
156
156
168
168
180
180
192
192
204
204
216
216
228
228
240
240

Break
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
36
36
36
36

Critical
Care
Tech
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
24
24
24
24

US
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Director
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

PMs - 7 Days
NM
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Dpt Asst
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

0.00

US
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Night Shift - 7 Days/Week
Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

RN
12
12
24
24
36
36
48
48
60
72
72
84
84
96
96
108
108
120
144
144
156
156
168
168
180
180
192
192
204
204
216
216
228
228
240
240

Break
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
36
36
36
36

Critical
Care
Tech
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
24
24
24
24

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Total WH/UOS
AUM
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

53.71
53.71
77.71
77.71
101.71
101.71
125.71
125.71
149.71
197.71
213.71
261.71
261.71
285.71
285.71
309.71
309.71
333.71
381.71
405.71
429.71
429.71
453.71
453.71
477.71
477.71
501.71
501.71
525.71
525.71
549.71
549.71
621.71
621.71
645.71
645.71

53.71
26.86
25.90
19.43
20.34
16.95
17.96
15.71
16.63
19.77
19.43
21.81
20.13
20.41
19.05
19.36
18.22
18.54
20.09
20.29
20.46
19.53
19.73
18.90
19.11
18.37
18.58
17.92
18.13
17.52
17.73
17.18
18.84
18.29
18.45
17.94

FY2019
Budget for some 1:1 patients as census increases

ICU 6010

4/25/2019

Staffing Matrix

Changed 4/10/18

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is
to be built to budget.

NICU

CC6070

Day Shift- M-F

Shift:
Infants
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

AUM
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

RN
24
24
24
24
24
24
36
36
36
48
48
60
60
60
72
72
84
84
84
96
96
108
144
108
120
120
132
132
132

Break
0
0
0
0
0
0
0
0
0
8
8
8
8
8
10
10
10
10
10
10
10
10
12
14
14
14
14
14
14

US
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Unit
Coord
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Clinical
Ed/PCQ
CC
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Night Shift- M-F
CNS
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Lact RN Director
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00
2.86
0.00

NM
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Dr. M AA
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29
4.29

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

RN
24
24
24
24
24
24
36
36
36
48
48
60
60
60
72
72
84
84
84
96
96
108
144
108
120
120
132
132
132

Break
0
0
0
0
0
0
0
0
0
8
8
8
8
8
10
10
10
10
10
10
10
10
12
14
14
14
14
14
14

Total WH/UOS
US
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

AUM/
Spvr
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

96.28
96.28
96.28
96.28
96.28
96.28
144.28
144.28
144.28
184.28
184.28
208.28
208.28
208.28
236.28
236.28
260.28
260.28
260.28
284.28
284.28
308.28
384.28
316.28
340.28
340.28
364.28
364.28
364.28

96.28
48.14
32.09
24.07
19.26
16.05
20.61
18.03
16.03
18.43
16.75
17.36
16.02
14.88
15.75
14.77
15.31
14.46
13.70
14.21
13.5370
14.01
16.71
13.18
13.61
13.09
13.49
13.01
12.56

FY2019

NICU 6070

4/25/2019

Changed 4/10/18

Staffing Matrix

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.

6th

Shift:
Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

CC6151

ISU RN
(6 beds)
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Tele

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Eve Shift 7 Days/Week

Day Shift - 7 Days/Week
RN
12
12
12
12
12
12
12
12
24
24
24
24
36
36
36
36
48
48
48
48
60
60
60
60
72
72
72
72
84
84
84
84
96
96
96
96

LVN
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
24
24
24
24
24
24
24

MT
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

US
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
8
5.71
5.71
5.71
5.71

Sitter

0

Break
6
6
6
6
6
6
6
6
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Mgr
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Dir
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

CNA
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16

US

ISU RN
(6 bed)

8

0

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Night Shift - 7 Days/Week
RN
12
12
12
12
12
12
12
12
24
24
24
24
36
36
36
36
48
48
48
48
60
60
60
60
72
72
72
72
84
84
84
84
96
96
96
96

LVN
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

MT
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

Total WH/UOS
US

0

Break
6
6
6
6
6
6
6
6
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

AUM

0

119.42
119.42
119.42
119.42
159.42
159.42
159.42
167.42
203.42
203.42
203.42
203.42
235.42
235.42
235.42
235.42
259.42
259.42
259.42
267.42
291.42
291.42
291.42
291.42
315.42
315.42
315.42
315.42
339.42
347.42
347.42
357.71
371.42
371.42
371.42
371.42

119.42
59.71
39 81
29 86
31 88
26 57
22.77
20 93
22 60
20 34
18.49
16 95
18.11
16 82
15 69
14.71
15 26
14.41
13 65
13 37
13 88
13 25
12 67
12.14
12 62
12.13
11 68
11 27
11.70
11 58
11 21
11.18
11 26
10 92
10 61
10 32

FY2019

6th Tele 6151

4/25/2019

Updated 4/5/18

Staffing Matrix

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to
be built to budget.

5th Floor

CC6179

Shift:
Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Eve Shift - 7
Days

Day Shift - 7 Days
Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

RN
12
12
12
12
12
12
12
12
12
24
36
36
36
36
36
48
48
48
48
48
48
48
48
48
60
60
60
60
60
72

Break
0
0
0
0
0
6
6
6
6
6
8
8
8
8
8
8
8
8
8
8
10
10
10
10
12
12
12
12
12
12

LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

CNA
0
0
0
0
0
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
24
24
24
24
24
24
24
24
24
24

Sitters
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8

Manager
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Director
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

US
4
4
4
4
4
4
4
4
4
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

CNA
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16

US
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Total WH/UOS

Night Shift - 7 Days
Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

RN
12
12
12
12
12
12
12
12
12
24
36
36
36
36
36
48
48
48
48
48
48
48
48
48
60
60
60
60
60
72

Break
0
0
0
0
0
6
6
6
6
6
6
8
8
8
8
8
8
8
8
8
10
10
10
10
12
12
12
12
12
12

LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

CNA
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

57.71
57.71
57.71
57.71
57.71
85.71
85.71
85.71
85.71
121.71
155.71
157.71
157.71
165.71
165.71
197.71
197.71
197.71
197.71
197.71
209.71
209.71
209.71
209.71
237.71
237.71
237.71
237.71
237.71
269.71

57.71
28.86
19.24
14.43
11.54
14.29
12.24
10.71
9.52
12.17
14.16
13.14
12.13
11.84
11.05
12.36
11.63
10.98
10.41
9.89
9.99
9.53
9.12
8.74
9.51
9.14
8.80
8.49
8.20
8.99

Actual 7Day
Total WH WH/UOS
without
without
Mgmt
Mgmt

34
34
34
34
34
62
62
62
62
98
132
134
134
142
142
174
174
174
174
174
186
186
186
186
214
214
214
214
214
246

33 71
16 86
11 24
8 43
6 74
10 29
8 82
7 71
6 86
9 77
11 97
11 14
10 29
10 12
9 45
10 86
10 22
9 65
9 14
8 69
8 84
8 44
8 07
7 74
8 55
8 22
7 92
7 63
7 37
8 19

FY2019

5th Floor 6179

4/25/2019

Changed 4/5/18

Staffing Matrix

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.

2 East M/S

Shift:
Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CC6182

Day Shift - 7 Days
Charge
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

RN
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
48
48
48
48
48

Break
0
0
0
0
0
0
0
0
0
0
0
0
0
6
8
8
8
8
8
8
9
9
9
9
9

LVN
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16

Evenings - 7 Days
Sitter
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

US
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Director
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429
5.71429

CNA
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16

US
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Total

Night Shift - 7 Days
Charge
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

RN
24
24
24
24
24
24
24
24
24
24
36
36
36
36
48
48
48
48
48
48
60
60
60
60
60

Break
0
0
0
0
0
0
0
0
0
0
0
0
0
6
8
8
8
8
8
8
9
9
9
9
9

LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

CNA
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
16
16
16
16
16

Sitter
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

65.71
65.71
65.71
65.71
65.71
77.71
77.71
77.71
117.71
117.71
141.71
141.71
141.71
153.71
169.71
197.71
197.71
197.71
197.71
197.71
231.71
231.71
231.71
231.71
231.71

Actual 7Day
Total WH WH/UOS
without without
Mgmt
Mgmt

WH/UOS
65.71
32.86
21.90
16.43
13.14
12.95
11.10
9.71
13.08
11.77
12.88
11.81
10.90
10.98
11.31
12.36
11.63
10.98
10.41
9.89
11.03
10.53
10.07
9.65
9.27

10.35

36
36
36
36
36
48
48
48
88
88
112
112
112
124
140
168
168
168
168
168
202
202
202
202
202

36.00
18.00
12.00
9.00
7.20
8.00
6.86
6.00
9.78
8.80
10.18
9.33
8.62
8.86
9.33
10.50
9.88
9.33
8.84
8.40
9.62
9.18
8.78
8.42
8.08

FY2019

2 East 6182

4/25/2019

Changed 4/5/18

Staffing Matrix

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.

Staffing Required by Mandated Ratios
8th Floor

Shift:
Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
27
30
31
32
33
34
35
36

CC6188

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Evenings -

Day Shift - 7 Days
RN
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
48
48
48
48
48
48
48
48
48
48
48
48
48
48
60
60
60
60
60
60
60

LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
24
24
24
24
24
24
24
24
24
24
24
24

US
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Sitter
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Break
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
10
10
10
10
10
10
10
10
10
10
12
12
12
12
12
12
12

Director
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

CNA
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16
16

US
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

7 Nights
Sitter
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Night Shift - 7 Nights
RN
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
48
48
48
48
48
48
48
48
48
48
48
48
48
48
60
60
60
60
60
60
60

LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Sitter
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Total WH/UOS
Break
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
10
10
10
10
10
10
10
10
10
10
12
12
12
12
12
12
12

AUM*
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

77.71
77.71
77.71
77.71
77.71
93.71
93.71
93.71
93.71
117.71
149.71
149.71
149.71
149.71
149.71
189.71
189.71
189.71
189.71
193.71
225.71
225.71
225.71
225.71
241.71
241.71
241.71
241.71
241.71
269.71
269.71
269.71
269.71
269.71
269.71
269.71

77.71
38.86
25.90
19.43
15.54
15.62
13.39
11.71
10.41
11.77
13.61
12.48
11.52
10.69
9.98
11.86
11.16
10.54
9.98
9.69
10.75
10.26
9.81
9.40
9.67
9.30
8.95
8.63
8.95
8.9905
8.70
8.43
8.17
7.93
7.71
7.49

LVNs
1:5
RN Hrs by Hours by
Shift
RNs/LVNs Shift

Total
Patients

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
27
30
31
32
33
34
35
36

1
1
1
1
1
2
2
2
2
2
3
3
3
3
3
4
4
4
4
4
5
5
5
5
5
6
6
6
6
6
7
7
7
7
7
8

12
12
12
12
12
24
24
24
24
24
36
36
36
36
36
36
36
36
36
36
48
48
48
48
48
60
60
60
60
60
72
72
72
72
72
84

0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

FY2019
Most sitters are from Trauma
Average 2 Trauma patients that need sitters

8th SurgTrauma 6188

4/25/2019

RNs/LVNs
Hours by
Shift

12
12
12
12
12
24
24
24
24
24
36
36
36
36
36
48
48
48
48
48
60
60
60
60
60
72
72
72
72
72
84
84
84
84
84
96

Staffing Matrix

Changed 4/10/18

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.

ED

CC7010

Shift:
Census
185
200
215
230
245
260
275

Charge
12
12
12
12
12
12
12

Trauma
RN
12
12
12
12
12
12
12

Main ED
RN
48
48
60
72
84
96
108

Team
Care
Charge
12
12
12
12
12
12
12

Day Shift - 7 Days/Week
Triage
RN
12
12
12
12
12
12
12

Team
Care RN ED Tech
24
60
36
60
36
60
42
60
42
60
48
60
48
72

US
12
12
12
12
12
12
12

Peak Shift Break
12
12
12
12
18
18
18

MHW
12
12
12
12
12
12
12

Biller
6.85
6.85
6.85
6.85
6.85
6.85
6.85

Dir/Mgr
11.42
11.42
11.42
11.42
11.42
11.42
11.42

7 Days/Week

Team
Main ED
Care RN
ED Tech
RN
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

US
12
12
12
12
12
12
18

Total WH/UOS

Night Shift - 7 Days/Week

Charge
12
12
12
12
12
12
12

Trauma
RN
12
12
12
12
12
12
12

Main ED
RN
48
48
60
72
84
96
108

Team
Care
Charge
12
12
12
12
12
12
12

Triage
RN
12
12
12
12
12
12
12

Team
Care RN ED Tech
24
60
36
60
36
60
42
60
42
60
48
60
48
72

US
12
12
12
12
12
12
12

Break
12
12
12
12
18
18
18

MHW
12
12
12
12
12
12
12

534.27
558.27
582.27
618.27
654.27
690.27
744.27

2.89
2.79
2.71
2.69
2.67
2.65
2.71

FY2019
Variance will be explained and needed when ER is boarding patients ICU 1:1 or 1:2 + multiple psych pt needing sitters

ED 7010

4/25/2019

= budget CENSUS

Staffing Matrix

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.
PSYCH

CC6340

Day Shift - 7 Days

Shift:

Night Shift - 7 Days

Dir

Psych
Care
Coord

DC
Planner

5.71

8 06

0 00

0

5.71

8 06

5.71

0

5.71

12

5.71

0

0

12

5.71

12

0

12

0

12

12

0

0

12

Census

Clinical
Sup

Charge

Breaker

ER RN

ER MHW

RN

LVN

MHW

US

Mgr

1

0

0

12

0

0

12

0

12

5.71

0

2

0

0

12

0

0

12

0

12

5.71

3

0

0

12

0

0

12

0

12

4

0

0

12

0

0

12

0

5

0

0

12

0

0

12

6

0

0

12

0

0

7

0

0

12

0

8

0

0

12

Total WH/UOS

Actual 7Day
Total WH WH/UOS
without
without
Mgmt
Mgmt

OT

Rec Ther
Asst

Clinical
Sup

Charge

Breaker

ER RN

ER MHW

RN

LVN

MHW

US

AUM

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

109.19

91

91 48

0 00

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

54 60

91

45 74

8 06

0 00

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

36.40

91

30 49

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

27 30

91

22 87

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

21 84

91

18 30

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

0

12

0

0

109.19

18 20

91

15 25

12

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

12

0

0

133.19

19 03

115

16 50

12

12

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

12

0

0

133.19

16 65

115

14 44
12 83

9

0

0

12

0

0

12

12

12

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

12

0

0

133.19

14 80

115

10

0

0

12

0

0

12

12

12

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

12

0

0

133.19

13 32

115

11 55

11

0

0

12

0

0

12

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

24

0

0

157.19

14 29

139

12 68

12

0

0

12

0

0

12

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

12

12

24

0

0

157.19

13.10

139

11 62

13

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

14 86

163

12 58

14

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

13 80

163

11 68

15

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

12 88

163

10 90

16

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

12 07

163

10 22

17

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

11 36

163

9 62

18

12

0

12

0

0

24

12

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

12

24

0

0

193.19

10.73

163

9 08

19

12

0

12

0

0

24

24

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

24

24

0

0

217.19

11.43

187

9 87

20

12

0

12

0

0

24

24

24

5.71

0

5.71

8 06

0 00

0

5.71

12

0

12

0

0

24

24

24

0

0

217.19

10 86

187

9 37

21

12

0

12

0

0

24

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

24

24

36

0

0

249 25

11 87

220

10 45

22

12

0

12

0

0

24

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

24

24

36

0

0

249 25

11 33

220

9 98

23

12

0

12

0

0

24

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

24

24

36

0

0

249 25

10 84

220

9 55

24

12

0

12

0

0

24

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

24

24

36

0

0

249 25

10 39

220

9 15

25

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

10 93

244

9 74

26

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

10 51

244

9 37

27

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

10.12

244

9 02

28

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

9.76

244

8 70

29

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

9.42

244

8 40

30

12

0

12

0

0

36

24

36

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

24

36

0

0

273 25

9.11

244

8 12

31

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

10 36

292

9 40

32

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

10 04

292

9 11

33

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

9.73

292

8 83

34

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

9.45

292

8 57

35

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

9.18

292

8 33

36

12

0

12

0

0

36

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

36

36

48

0

0

321 25

8 92

292

8 10

37

12

0

12

0

0

48

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

48

36

48

0

0

345 25

9 33

316

8 53

38

12

0

12

0

0

48

36

48

5.71

0

5.71

16.12

0 00

0

5.71

12

0

12

0

0

48

36

48

0

0

345 25

9 09

316

8 30

39

12

0

12

0

0

5.71
5.71

0

0

48

36

8 09

12

0

12

0

0

48

36

0
0

316

5.71

0
0

8 85

0 00

48
48

345 25

16.12

0
0

12

0

0
0

0

0

5.71
5.71

12

12

48
48

5.71

0

36
36

0 00

12

48
48

16.12

40

345 25

8 63

316

7 89

FY2019
Ratio is 6:1 for licenced
Ratio for MHW should be 10:1
Breaker also sees patients on Med/Surg floor
Psych 6340

Changed 4/4/18

Staffing Matrix

budget CENSUS

3 MONTH AVERAGE ADC

Combined MAC & WHC

Shift:

Census
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

Eve Shift 7 Days

Day Shift - 7 Days
Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

RN
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
36
36
36
36
36
36
36
48
48
48
48
48
60
60
60
60
60
60
72
72
72
72
72
72
84
84
84
84
84
84
84
96
96
96
96
96
96
96
108
108
108
108
108
108
120
120
120
120
120
120
132
132
132
132
132
132
144
144
144
144
144
144
156
156
156

Break
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
6
6
6
6
6
6
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Lactati
on
Consul
tant
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

FLC
Adv
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

CNA
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
48
48
48
48
48
48
48
48
48
48
48

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Dir
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

AUM
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

LE
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86
22.86

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Night Shift - 7 Days
Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

RN
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
36
36
36
36
36
36
36
48
48
48
48
48
60
60
60
60
60
60
72
72
72
72
72
72
84
84
84
84
84
84
84
96
96
96
96
96
96
96
108
108
108
108
108
108
120
120
120
120
120
120
132
132
132
132
132
132
144
144
144
144
144
144
156
156
156

Break
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
6
6
6
6
6
6
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
10
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

CNA
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
48
48
48
48
48
48
48
48
48
48
48

Actual 7Total
Day
WH WH/UOS
without without
Mgmt
Mgmt

Total WH/UOS

US
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
8
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

AUM
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

82
82
82
82
82
82
82
82
106
106
106
106
106
106
106
178
178
178
178
178
178
178
202
226
226
226
226
262
262
262
262
262
262
290
290
290
290
290
290
314
314
314
314
314
314
314
338
338
362
366
366
366
366
390
390
390
390
390
390
438
446
450
450
450
450
478
478
478
478
502
502
526
526
526
526
526
526
550
550
550

82.28
41.14
27.43
20.57
16.46
13.71
11.75
10.28
11.81
10.63
9.66
8.86
8.18
7.59
7.09
11.14
10.49
9.90
9.38
8.91
8.49
8.10
8.79
9.43
9.05
8.70
8.38
9.37
9.04
8.74
8.46
8.20
7.95
8.54
8.29
8.06
7.85
7.64
7.44
7.86
7.67
7.48
7.31
7.14
6.98
6.83
7.20
7.05
7.39
7.33
7.18
7.04
6.91
7.23
7.10
6.97
6.85
6.73
6.61
7.30
7.32
7.26
7.15
7.04
6.93
7.25
7.14
7.03
6.93
7.18
7.07
7.31
7.21
7.11
7.02
6.92
6.83
7.05
6.97
6.88

Floors
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1st Fl
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5
1&5

53
53
53
53
53
53
53
53
77
77
77
77
77
77
77
149
149
149
149
149
149
149
173
197
197
197
197
233
233
233
233
233
233
261
261
261
261
261
261
285
285
285
285
285
285
285
309
309
333
337
337
337
337
361
361
361
361
361
361
385
393
397
397
397
397
425
425
425
425
449
449
473
473
473
473
473
473
497
497
497

52.57
26.28
17.52
13.14
10.51
8.76
7.51
6.57
8.51
7.66
6.96
6.38
5.89
5.47
5.10
9.29
8.74
8.25
7.82
7.43
7.07
6.75
7.50
8.19
7.86
7.56
7.28
8.31
8.02
7.75
7.50
7.27
7.05
7.66
7.44
7.24
7.04
6.86
6.68
7.11
6.94
6.78
6.62
6.47
6.32
6.19
6.57
6.43
6.79
6.73
6.60
6.47
6.35
6.68
6.56
6.44
6.33
6.22
6.11
6.41
6.44
6.40
6.29
6.20
6.10
6.43
6.34
6.24
6.15
6.41
6.32
6.56
6.47
6.39
6.30
6.22
6.14
6.37
6.29
6.21

1:4
Couplet
RNs
Couplets Required

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

1
1
1
1
1
1
1
1
2
2
2
2
2
2
2
2
3
3
3
3
3
3
3
3
4
4
4
4
4
4
4
4
5
5
5
5
5
5
5
5
6
6
6
6
6
6
6
6
7
7
7
7
7
7
7
7
8
8
8
8
8
8
8
8
9
9
9
9
9
9
9
9
10
10
10
10
10
10
10
10

RN Hrs
Required
by Shift
for
Couplets

12
12
12
12
12
12
12
12
24
24
24
24
24
24
24
24
36
36
36
36
36
36
36
36
48
48
48
48
48
48
48
48
60
60
60
60
60
60
60
60
72
72
72
72
72
72
72
72
84
84
84
84
84
84
84
84
96
96
96
96
96
96
96
96
108
108
108
108
108
108
108
108
120
120
120
120
120
120
120
120

FY2019
Changing couplet ratio from 4:1 to 3:1

MAC-WHC Combined 6380

4/25/2019

Changed 4/4/18

Staffing Matrix

= budget CENSUS

=3 MONTH AVERAGE ADC

Please extend Census range to 125% of maximum census to allow for acuity adjustment. Matrix must be based on Medium Acuity patient. Do not build in any acuity adjustment. Matrix is to be built to budget.

L&D

CC 7400

Day Shift - 7 Days

Shift:
Delivery
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

LDR RN
12
12
24
24
36
36
48
48
60
60
64
84
84
96
96
108
108
120

Break
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12

US
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

OR
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

PACU
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Scrub
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24
24

Triage
RN
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36
36

Triage
LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

Clerk
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00

Night Shift - 7 Days
FLC
Sch
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Mat
Coord
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Educato Assoc
QS CRD
r
Adm
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0.00
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00
0
0
0.00

Director
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71
5.71

Dept
Asst
0
0
0
0
0
0
0
0
0
0
0
0
0.00
0
0
0.00
0.00
0.00

Clinical
Sup
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

LDR RN
12
12
24
24
36
36
48
48
60
60
84
84
84
96
96
108
108
120

Break
0
0
0
0
0
0
12
12
12
12
12
12
12
12
12
12
12
12

US
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

OR
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

PACU
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Scrub
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12
12

Total
Triage
RN
24
24
24
24
24
24
24
24
24
24
24
24
36
36
36
36
36
36

Triage
LVN
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

AUM
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

233.13
233.13
257.13
257.13
281.13
281.13
329.13
329.13
353.13
353.13
381.13
401.13
413.13
437.13
437.13
461.13
461.13
485.13

WH/UOS

Total
WH
without
Mgmt

233.13
116.57
85.71
64.28
56.23
46.86
47.02
41.14
39.24
35.31
34.65
33.43
31.78
31.22
29.14
28.82
27.13
26.95

203
203
227
227
251
251
299
299
323
323
351
371
383
407
407
431
431
455

FY2019

L&D 7400 & Triage 7401 Comb

4/25/2019

Actual 7Day
HPPD
without
Mgmt

203.42
101.71
75.81
56.86
50.28
41.90
42.77
37.43
35.94
32.34
31.95
30.95
29.49
29.10
27.16
26.96
25.38
25.30
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Exhibit 3
St. Francis Medical Center List of Policies and Procedures that Address Employee Wages,
Salaries, Benefits, Working Conditions and Employment Protections

1. Associate Addresses and Phone Numbers
2. Attendance/Tardiness
3. Behavioral Standards
4. Bereavement Leave
5. Code of Conduct
6. Confidentiality of Patient Information
7. Conflict/Complaint Resolution
8. Disciplinary Procedures
9. Dress Code
10. Employment Categories
11. Equal Employment Opportunity
12. Examination of Personnel File
13. Holiday Premium Pay
14. License Verification
15. Meal and Rest Periods
16. Off-Duty Conduct and Conflicts of Interest
17. Overtime
18. Payroll Deductions
19. Pay Upon Separation
20. Performance Evaluations and Job Descriptions
21. Pregnancy Disability Leave
22. Shift Differential
23. Substance Abuse Policy
24. Time Off for Voting
25. Transfers and/or Promotions
26. Transitional Work Program
27. Tuition Reimbursement
28. Unlawful Harassment
29. Use of Personal Electronic Devices in the Workplace
30. Wage and Salary Administration
31. Wage Option Program
32. Workplace Violence
Employment Policies for all Verity Associates

1.
2.
3.
4.
5.

Gifts and Awards
Non-Retaliation
Labor Productivity Management
Position Control
Shift Differential

Title 11, California Code of Regulations,§ 999.5(d)(5)(E)
Exhibit 4
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I. MANAGEMENT WELCOME

II. MISSION AND CORE VALUES/
SPIRITUAL HEALTHCARE SERVICES

Spiritual Care Department

Bro. Richard Hirbe, fsp
Spiritual Care Director
Telephone – 310-900-8514
Services
Patient Initial Spiritual Assessment/Interview
Patient counseling, emotional, and spiritual support
Sacraments (Anointing of the Sick, Holy Communion, Confession)
Daily Mass
Advance Health Care Directives and End of Life Issues
Bioethics Consultation
Code Status/DNR intervention
Family Support at time of death
o Fetal Demise
o Patient Expirations, ER Full Arrest
 Post-Trauma Counseling – Gang Intervention
 Viewing of Deceased Patients
 Respond to Code Trauma, Code Blue and Rapid Response Code









Each Patient Care area has a Chaplain assigned as follows:






ICU, 8th, 7th, 6th & 4th Floors / Ethics: Bro. Richard
6th Telemetry and 4th Floor: Sr. Janice
ICU, ER and Trauma, 5th Floor – Sr. P
2 East, Skilled Nursing & Surgery Center: Fr. Ambrose
Sacramental Ministry: Fr. Ambrose

To contact the Chaplain on duty after 6:00 p.m. Monday – Friday or on weekends, please call the House
Operator. The Priest Chaplains are available on call 7 days a week – 24 hrs. a day. Call the Hospital
Operator.

Spiritual Care Services Department
The Chaplains at St. Francis Medical Center remain committed to the Verity Mission of Being Together
in Health. The empowerment received from St. Francis Medical Center Administration support these
goals and empowers each Chaplain to Spiritual Care/Professional Excellency. The Spiritual Healthcare
Services department successfully continues the challenge to be a Center of Excellence in Spiritual Care
Ministry.

The Spiritual Care of Patients
The members of the Spiritual Care Services Department work closely with the healing team on each unit
throughout the Medical Center, providing around the clock spiritual care for patients of all
denominations. As a witness to those who come to St. Francis Medical Center for care, the Chaplain
comes to them as one who serves the God, bringing sacramental peace, comfort, a genuine interest and a
word of hope to the patient and family.

Referrals to Chaplain
The Spiritual Healthcare Services department should be notified for the following:
1. When a patient/family is concerned about impending surgery.
2. When the patient/family is fearful, anxious or depressed.
3. When the patient wishes to receive Communion, the Sacrament of reconciliation (confession), or
the Sacrament of the Sick.
4. When the patient/family is having difficulty dealing with the diagnosis, prolonged illness, or
deterioration of the patients condition.
5. When patient/family desires prayer or spiritual support.
6. When a patient’s age/illness raises ethical questions (e.g. determination or clarification of Code
Status, use of respirator, insertion of feeding tube).
7. When a patient is near death or has died.
8. When there is a case of miscarriage or stillbirth.
The Standard of Practice in Spiritual Care is that each patient is visited by a Chaplain within 24 hrs. of
admission and their intervention is documented on the Patient Care Plan. Please refer any patient
wishing to see a chaplain prior to the initial visit by contacting the Spiritual Care Department for your
patient.

Morning Prayer
Is has been a long standing tradition at SFMC to begin each morning with a prayer at 8:00 a.m. over the
PBX. All Associates, patients and visitors are asked to refrain from walking in the hallways and
speaking during this time. The Morning Prayer is a time for all of us to reflect on our Mission and that
this is a House of Healing in which we all share in the work of God.

The Medical Center Chapel
Daily Mass is celebrated in the Medical Center Chapel located in the Patient Tower on the 1st floor. The
chapel is available for all patients, visitors and associates for moments of recollection and quiet. The
daily mass schedule is as follows:
Monday – Friday 11:30 a.m.
Saturday 4:00 p.m.
The Daily Mass @ 11:30 AM can be viewed in the patient rooms on channel 3.

Areas of Excellence
Each Chaplain has furthered the Center of Excellence by initiating a program to meet specific pastoral
needs within the service area of St. Francis Medical Center. In order to achieve this gaol, Chaplains were
encouraged to attain a level of competence through certification in that area of excellence within which
they had chosen to minister. The following are those areas of excellence offered within the Spiritual
Healthcare Services department at SFMC.

English/Spanish Eucharistic Ministers Program
In both English and Spanish, volunteers are trained according to the Los Angeles Archdiocesan
guidelines for Eucharistic Minister, and are commissioned by St. Francis Medical Center, through the
Office of Worship. These Eucharistic Ministers make daily Eucharistic visits to those patients who are
hospitalized. Hispanic patients have the opportunity to receive the Eucharistic in their own language.

Ecumenical Minister
A program in which volunteer Chaplains are trained to assist the Spiritual Healthcare staff in meeting
the needs of patients, families and associates, while adhering to the Verity Core Values. Open to all
local, ordained ministers in the area, the program currently has a staff of 12 Ecumenical Ministers who
volunteer an aggregate average of 300 hours per month in Chaplain Services.

Field Education Program
The Pastoral Field Education Program is an integral part of the formation of candidates for the
priesthood in the Los Angeles Archdiocese, bringing together classroom experience and apostolic
ministry. Seminarians are assigned for on-site supervision here at St. Francis Medical Center for
placement during the school year to experience the Pastoral Care aspect of hospital ministry, with the
sick and dying. The program at St. Francis has been so successful that Seminary has implemented it
throughout the Archdiocese as a model for all hospitals.

The Good Shepherd Visitation Group
This group of visitation ministers was founded to meet the growing needs of the Hispanic patient
population with the intention of “linking” patients upon discharge to their local parish for further
spiritual support (i.e. Baptisms, Catechism classes, co-validate marriages and pastoral counseling). This
group also offers prayers in Spanish at the patient’s bedside, being sensitive to their culture and customs.

Bioethics – Bro. Richard Hirbe, fsp
The Medical Center has a Bioethics Crisis Committee within the Medical Center for immediate referral
from physicians, staff and family in reference to ethical issues centered around patient needs, i.e. , end of
life, beginning of life, code status, intensity of care, futile care. To initiate a Bioethics Referral, contact
the Spiritual Care office at ext. 8515 or #7660.

Bioethics Committee
The Bioethics Committee is guided by the philosophy and mission of St. Francis Medical Center. This
committee serves as a resource for the Medical Center physicians, staff, patients and patient families by
identifying respective interests, rights, and duties and aiding in the clarification and reconciliation of
differing values pertaining to health care issues.

The Bioethics Committee is a Medical Staff Committee which includes a multi-disciplinary group of
health care professionals that addresses the ethical dilemmas that occur within the Medical Center.
A patient or any member of the medical staff, hospital staff or patient’s family may request a
consultation or case review by the committee. Such requests will be channeled through the Chairperson
or the Bioethics Crisis Committee by a member of the Spiritual Healthcare Services department. The
attending physician will always be notified of a request for Bioethics Committee Review.

III. SECURITY PROGRAM

IV. CORPORATE COMPLIANCE

8/28/2018

Standards of Conduct
Expectations for Corporate Responsibility that each employee must follow:
‐ Excerpts Only ‐
Quality of Care VHS is committed to providing competent and compassionate care,
and to respecting and safeguarding the dignity of the patient.
Law and Regulations VHS will operate in accordance with all laws and regulations.
Human Resources VHS strives to cultivate a work environment where employees are
treated honestly and respectfully; where their health and safety are protected;
where there are safe and adequate procedures for resolving conflicts; and where
employees are recognized and rewarded for their achievements, without prejudice
or discrimination.

Together in
Health

Standards of Conduct (CONTINUED)
Expectations for Corporate Responsibility that each employee must follow:
‐ Excerpts Only ‐
Business and Ethical Practices VHS is committed to ethical business conduct and
integrity. Employees must represent VHS accurately and honestly and must not do
anything that purposely defrauds anyone.
Conflicts of Interest VHS employees are expected to act in a manner that is in the
best interest of the organization and the patients it serves. Employees may not
use their positions to profit personally or to assist others in profiting in any way at
the expense of the organization.
Confidentiality VHS employees must maintain the confidentiality of medical records
and other patient health information. Employees are also expected to keep
confidential information about other employees and the proprietary business
practices of the organization.
Together in
Health

2. Designate a Compliance Officer
 SFMC Compliance Department – Evette Wilson, Tim Knapp
 SFMC Compliance Oversight Committee SFMC Board of Dir.
3. Conduct Education and Training
 Initial
a N w Hire)
e) ri nt ti n
 Initial required training (HealthStream)
 Ongoing (Annual) required training (HealthStream)





Department Training
Nursing Orientation
Physician Orientation
Vendor/Business Associate Attestations
Together in
Health

4

8/28/2018

FALSE CLAIMS ACT Under FCA, healthcare providers can be held liable for a wide variety of
conduct that leads to the submission of fraudulent claims to the government.
Activities that violate FCA include

• Billing for services not rendered or goods not provided
• Falsely coding physician notes to increase reimbursement (upcoding)
• Billing separately for services that should be a single service (unbundling)
• Falsifying certificates of medical necessity and billing for services not medically necessary

• Falsifying treatment plans or medical records to maximize payments
• Failing to report overpayments or credit balances
• Duplicate billing
• Unlawfully giving inducements to healthcare providers in exchange for referrals
• Missing clinical notes (dates, signatures, orders, care or service rendered)
• Missing or altered test results
• Incomplete or illegible documents

Together in
Health

STARK LAW Known as the physician self‐referral rule, this law prohibits physicians from
referring Medicare or Medicaid patients for “designated health services” to entities in
which they or an immediate family member has a financial relationship (ownership,
investment, and compensation arrangement).
Designated health services are defined as
•
•
•
•
•
•
•
•
•
•
•

Clinical lab services
Physical therapy, occupational therapy, and speech‐language pathology services;
Radiology and other imaging services (including nuclear medicine)
Radiation therapy services and supplies;
Durable medical equipment and supplies;
Prosthetics, orthotics, and prosthetic devices and supplies;
Home health services
Outpatient prescription drugs;
Inpatient hospital services;
Outpatient hospital services; and
Parenteral and enteral nutrients, associated equipment, and supplies

Together in
Health

ANTIKICKBACK STATUTE (AKS) Prohibits knowingly and willfully soliciting, offering, or
receiving any payment or remuneration (e.g. cash, gifts, free or less‐than market‐value
rent, excessive compensation for consulting or medical directorship) in return for
generating business or patient referrals for services reimbursed under the Medicare or
Medicaid programs. (i.e. routinely waiving pt. co‐payments)

Together in
Health

7
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FALSE CLAIMS ACT PENALTIES

• Requires knowledge or deliberate ignorance of falsehood
• As of 2016 penalties are between $10,781.40 and $21,562.80 per claim

STARK LAW PENALTIES

• DOES NOT require knowledge or deliberate ignorance
• Civil penalties of up to $15,000 per service
$ 00 000 may be
b additionally
ddi i
ll imposed
• Penalties off up to $100,000

AKS PENALTIES

• Civil penalties up to $50,000 per kickback plus three times the amount of
remuneration.
Violation of any of these laws also results in exclusion from participation
in federal healthcare programs.

Together in
Health

6. Enforce Policies through Well Publicized Guidelines
• SFMC has a progressive disciplinary policy in place to deal with individuals who do not
comply with internal polices, laws, and regulations. The Compliance Department’s
responsibility is to present the facts of the case and provide supporting documentation and
details as necessary.
• The Human Resources Department is ultimately responsible for disciplinary procedures as
they deem appropriate. All employees have a duty to report instances of non‐compliance in
good
d faith. Individuals who
h reportt in
i good
d faith will
ill be
b protected from
f
retaliation.

7. Respond Appropriately to Detected Offenses
• SFMC requires that issues of noncompliance be responded to appropriately by management
in a timely manner.
• Corrective action plans are developed to prevent future issues of noncompliance

Together in
Health

Further Training Requirements

(until June 30 2018)

Together in
Health

8

V. INFECTION CONTROL

7/17/2018

Airborne Precautions
• For infections spread by particles
that remain suspended in the air
(TB, measles, varicella)
• Private room with negative
pressure
• Associates use N‐95 respirators

Droplet Precautions
• For infections spread when an
infected person coughs or
sneezes
• Most commonly used for
patients with influenza or
pertussis

Contact/Enhanced Contact Precautions
• For patients who have infections
that can be spread by direct
contact with them or their
environment
• Commonly used for patients
with MRSA, CRE, or C. difficile

4

7/17/2018

Putting on your Personal Protective
Equipment (PPE)

Removing PPE: Gloves First

In the trash can

PPE Use in Healthcare Settings

Removing your PPE

Avoid contaminating your clothes

5

7/17/2018

Infection Prevention is in YOUR Hands

9

VI. RISK MANAGEMENT

1/17/2018

Risk Management Program at VHS
(Cont.)
4. Coordinate Professional Insurance Program and
Malpractice Claims.
-

Depositions – staff for professional malpractice cases
Request for Certificates of Insurance
Serve as facility contact for outside counsel litigation requests

-

5. Provide risk management and patient safety
education and guidance.

Creating a Culture of Safety
Our first line of defense = proactive
“Patient/family centered care”

Call to Action: Safe patient care is everyone’s
responsibility!
 Teamwork
 Professional Accountability
 Communication with respect
Transparency / Reporting

Attributes of a Culture of Safety
1. Reporting Culture ‐ Voluntary
–

staff feels comfortable in reporting identified actual and close call
safety events.

2. Just and Redemptive Culture
–

accountability is based on the quality of decision‐making.

3. Learning Culture

– transparency is encouraged to learn from safety events

4. Performance Improvement
–

Safety cases and trends are addressed through performance
improvement initiatives using high reliability tools and principles.

2

1/17/2018

Risk Management’s Role
• Resource and support
1. Daily scanning of the events filed
2. Assists in the investigation of the event
3. Collaborates with the other stakeholders
4. Resource in data trending and analysis

5

VII. PATIENT EXPERIENCE
/AIDET

VIII. EDUCATIONHEALTH STREAM,
ARCIS & NURSING ORIENTATION

IX. QUALITY IMPROVEMENT
/PATIENT SAFETY

X. EMPLOYEE HEALTH

XI. RETIREMENT

XII. DISASTER PLAN TRAINING

XIII. HUMAN RESOURCES
POLICIES AND PROCEDURES

S

T

U

Z





# 15.2: Social Media Policy
# 924: Solicitation Policy
# 925: Substance Abuse Policy





# 989: Time Off for Voting
# 952: Transfers and/or Promotions
# 990: Tuition Reimbursement




# 953: Unlawful Harassment
# 997: Use of Personal Electronic Devices in the Workplace



# 954: Zero Tolerance Policy for Workplace Violence

All Hospital Wide and Unit Specific Policy and Procedures can be
accessed through the St. Francis Intranet
Steps to Access Hospital Wide and Unit Specific Policy Portal on SFMC Intranet:
To begin please click on the SFMC Intranet logo located on your desktop, and follow the steps below:
• Step 1 ‐ Click on Policy Manager P&P Portal
• Step 2 ‐ Click on Search icon
• Step 3 ‐Type in any word related the policy you are searching for in Search Box
• Step 4 ‐ Click on Search icon
• Step 5‐ Select your Policy
• Step 6 – view your policy.

2
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SECTION 900
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ASSOCIATE ADDRESSES AND TELEPHONE/NUMBERS
Date Effective:
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Approving Signature:
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Reference/Key Words:

SECTION 1. PURPOSE
1.1

St. Francis requires that associates furnish the medical center with current mailing
addresses and telephone numbers, so that associates may be contacted when necessary.
SECTION 2. POLICY

2.1

Associates are required to maintain a current telephone number and home address.
Associates are responsible for advising their supervisor, the Human Resource Services
Department and others as appropriate of any phone number or address changes.

2.2

Terminating associates will provide the Human Resource Services Department with a
forwarding address, as necessary.

Mgmt. Council
Board
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ATTENDANCE/TARDINESS
Date Effective: 5/88
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Originating Signature:

Revision # 5

Originating Signature:

VICKI DEL CASTILLO, EXECUTIVE DIRECTOR, HUMAN RESOURCE SERVICES
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GERALD T. KOZAI, PRESIDENT/CEO

SECTION 1. PURPOSE
1.1

To establish acceptable standards of attendance and punctuality for all associates working
within the Medical Center. To encourage associates to pre-schedule absences in order to
maintain efficient operations and minimize disruptions within each department.
SECTION 2. POLICY

2.1

All associates are expected to adhere to the standards for attendance and tardiness.
2.1.1 DEFINITIONS:
2.1.1.1

Occurrence: Any unscheduled absence from work for a single or
consecutive shift(s) and/or any number of work shifts missed for the
same reason within any five (5) day period when scheduled to work.

2.1.1.2

Pattern: Any period of time in the prior twelve (12) consecutive months
that the associate has an unscheduled absence and/or tardy including
but not limited to the following:
2.1.1.2.1
2.1.1.2.2
2.1.1.2.3
2.1.1.2.4
2.1.1.2.5
2.1.1.2.6
2.1.1.2.7
2.1.1.2.8
2.1.1.2.9

Holidays when scheduled for work
Weekend shifts (Friday/Saturday; Saturday/Sunday)
Adjacent to a scheduled holiday and/or vacation
Scheduled Monday following the weekend, holiday and/or
vacation
Scheduled Friday prior to the weekend, holiday and/or
vacation
Scheduled on call
When the request for PTO is denied
Day after payday
Non-completion of or late start on full work-shift

ADMINISTRATIVE MANUAL

POLICY # 941
Page 2 of 2

TITLE:
ATTENDANCE/TARDINESS

2.1.1.3

12 Consecutive Months: A continuous period of twelve (12) months.

2.1.1.4

Tardiness: Anytime an associate arrives late at his/her workstation and
is not ready to work at the beginning of the assigned shift.

2.1.1.5

Exceptions: The following unscheduled or scheduled absences are not
subject to attendance standards:
2.1.1.5.1
2.1.1.5.2
2.1.1.5.3

2.2

Approved time off for vacation, holiday, bereavement
leave, jury duty, leave of absence, family leave, or other
statutory leave.
Reported industrial illness/injury or;
Hospital convenience.

Each Department Manager/Supervisor is responsible for keeping accurate and complete
attendance records on all associates and being fair, timely and consistent in taking corrective
or disciplinary action.
2.2.1 Management may require proof of need for absences not approved in advance.

2.3

The basic performance expectation guidelines for unscheduled absenteeism for twelve (12)
consecutive months are as follows:
2.3.1 Exemplary…………………….Zero (0) occurrences
2.3.2 Exceeds Standards………….One to Two (1-2) occurrences
2.3.3 Meets Standards…………….Three (3) occurrences (initial counseling should start)
2.3.4 Does not Meet Standards…..Four (4) or more occurrences (formal disciplinary process
underway)

2.4

TARDINESS – Associates who have four (4) or more occurrences of tardiness in any
consecutive twelve (12) calendar month period, or whose tardiness causes disruption to
normal department operations, will be counseled on tardiness. Repeated tardiness may lead
to disciplinary action up to and including termination.

2.5

NO CALL/NO SHOW – Failure to report to work as scheduled without appropriate and timely
notification being provided to the immediate supervisor or designee. Absences of two (2) or
more consecutive calendar workdays constitute job abandonment and voluntary resignation as
of the first day of the unreported absence.
Board
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SECTION 1. PURPOSE

1.1

To maintain confidentiality of patient information and records including, but not limited to,
billings, County records, patient records, in accordance with all applicable Federal, State
and local laws, ordinances, regulations and directives related to confidentiality.
SECTION 2. POLICY

2.1

It is the policy of St. Francis Medical Center to assure the confidentiality of patient
information. It is the obligation and responsibility of all associates to limit their
conversations and discussions of patient information.

2.2

Patient information may only be discussed in appropriate areas, such as in patient care
areas, in closed committee meetings and in support of patient care.

2.3

Unauthorized release of confidential patient information, records or breach of the Medical
Center’s policy on confidentiality of patient information will result in disciplinary action up to
and including termination.
SECTION 3. APPLICABILITY & SCOPE

3.1

Each Department Manager will review the need for confidentiality of patient information
with each associate. The review will include the categories of patient information to which
the associate may have access, and those people (such as physicians) who should have
access to patient information. The review will also include a discussion of the areas where
patient information can be discussed and procedures to be observed when providing or
discussing patient information.
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TITLE:
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3.2

It is the responsibility of all Medical Center associates to assure that patient information
remains confidential. This applies to all associates who are employed in both direct and
indirect patient care areas

Mgmt. Council
Board
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SECTION 1. PURPOSE
1.1

The Conflict/Complaint Resolution procedure is a formal channel of communication to be
utilized in resolving problems associated with wages, benefits, working conditions, or
disciplinary action or any other matter affecting the associate.
SECTION 2. POLICY

2.1

The immediate supervisor shall be considered at all times the first step of resolving any
dispute or conflict. Any associate complaint should first be discussed informally between
the associate and the immediate supervisor. If the associate maintains a complaint after
this informal meeting, a formal complaint utilizing the established Complaint Resolution
form (CRF) may be initiated by the associate.

2.2

A complaint may be filed regarding wages, benefits, working conditions or any disciplinary
action with the exception of involuntary terminations, which are final. All involuntary
terminations must, however, be reviewed and authorized by the respective divisional Vice
President and the Executive Director of Human Resources.

2.3

Associates shall submit their complaint using the established CRF.

2.4

There shall be no retaliation against any associate for using this procedure.
SECTION 3. RESPONSIBILITY

3.1

Management is responsible for advising associates that there is an open channel through
which problems, suggestions, questions, or grievances can be presented.
It is further the responsibility of each supervisor to assure associates that they will not
receive any means of retaliation for presenting ideas, problems, recommendations or
grievances to management.

3.2

Associates are responsible for instituting the formal grievance procedure, when informal
discussions fail to bring about a satisfactory resolution.
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3.3

In some instances Human Resource Services may provide assistance to associates in
completing the Conflict Resolution form.
SECTION 4. PROCEDURE

4.1

The associate must first discuss the problem with the immediate supervisor within seven
(7) calendar days after it arises. The supervisor must respond in writing to the associate’s
grievance within seven (7) calendar days, and send copies of all documents to Human
Resource Services.

4.2

If the associate is not satisfied with the supervisor’s reply, he/she must deliver the
grievance to the Department head within seven (7) days of receipt of the supervisor’s
reply. The Department Head must give the associate a written reply within seven days
after the written complaint has been submitted at this level (or as soon thereafter as
practicable if the Department Head is absent from the medical center).

4.3

If the associate is not satisfied with the Department Head’s reply he/she must deliver the
grievance to his/her Division Vice President within seven days after receipt of the
Department Head’s reply. The Division Vice President will conduct appropriate
investigation, review and/or meetings, and will issue a decision in writing within fourteen
(14) days of receipt of the grievance.

4.4

If the associate wishes further review, he/she may submit the grievance within seven days
after receipt of the Division Vice President’s decision, to the President/CEO or his
designee. The President/CEO (or designated representative) shall review the matter and
issue a final determination within twenty-one days of receipt of the grievance.

4.5

At any point in the grievance procedure, the associate may discuss the matter with a
representative of Human Resource Services.
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SECTION 1. PURPOSE
1.1

To reinforce behavioral change required for satisfactory work performance and to insure
associate knowledge of job related duties and expectations.
SECTION 2. POLICY

2.1

To provide guidelines for the handling of associate disciplinary problems. This policy
serves as a management guideline and does not supercede SFMC at will status or create
contractual rights.
SECTION 3. APPLICABILITY & SCOPE

3.1

Managers and supervisors are responsible for disciplinary functions. They must, therefore,
take such action as deemed appropriate to correct work performance or behaviors that
prove problematic or disruptive to the work environment.

3.2

These guidelines apply to all associates. Specific steps to be used for associates covered
under a collective bargaining unit should be referenced in the current union contract.
SECTION 4. PROCEDURES

4.1

Disciplinary action should be uniformly administered in accord with the degree of
seriousness of the problem and is within the sole discretion of SFMC. The following
constitute examples of disciplinary measures, which may be taken in individual cases as
circumstances so dictate.
4.1.1 Verbal warning.
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4.1.2 Written warning.
4.1.3 Final written warning.
4.1.4 Suspension.
4.1.5 Disciplinary probation period.
4.1.6 Discharge.
4.2 All warnings should be specific; the nature of the infraction and events must be related to
the associate. Names of witnesses, patients or associates, should be retained in
anecdotal notes, not on the warning form. Movements through these levels of discipline
may or may not be related to the same type of offense. Management reserves the right
to implement various levels of discipline in conjunction with one another. Multiple
infractions of differing medical center/department policies may also constitute grounds for
discharge. The immediate supervisor must maintain written records on verbal warnings
and counseling. Copies of warnings (see Exhibit 1) shall be given to the associate and
Human Resource Services.
4.3 The discipline will be implemented at appropriate level given the severity of the infraction.
There are certain violations of Policy or Practices that are so detrimental to the welfare of
patients, other associates, or the Medical Center that immediate discharge without notice
may be appropriate. In such instances, the associate may be discharged immediately or
will be advised of his/her immediate suspension pending investigation. Immediate action
will be taken to process the discharge when concurrence is obtained from the
Department Manager, Executive Director, Human Resources and the President/CEO. In
the event that they are not available they shall be immediately notified by telephone and
the associate may be advised to leave the grounds to initiate the investigation and will be
placed on investigatory suspension. The associate will then be contacted as soon as
practical.
4.4 It is impossible to identify every type of possible misconduct, infraction or performance
deficiency.
4.5 The following are some examples of actions which may constitute cause for immediate
discharge:
4.5.1 Conduct endangering life, safety or the health of others.
4.5.2 Deliberate damage to patient, associate, visitor, contractor or Medical Center
materials and property.
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4.5.3 Conduct unbecoming an associate of the Medical Center contrary to Standards of
Behavior, i.e., discourteous treatment of a patient, sexual harassment, usage of
profanity, etc.
4.5.4 Falsifying, altering, removing, destroying or the unauthorized disclosure of
confidential records or information pertaining to a patient, associate, vendor,
contractor or the Medical Center.
4.5.5 Falsifying personal or Medical Center records, including but not limited to
employment application, physical examination questionnaire and time records.
4.5.6 Unauthorized possession or removal of Medical Center, associate, or patient
property.
4.5.7 Violation of substance abuse policy.
4.5.8 Possession of any firearms or weapons including but not limited to (pistol, revolver,
rifle, shotgun, ammunition, explosive, incendiary, knife, etc.) on Medical Center
property, including all SFMC parking areas.
4.5.9 Conviction of a criminal offense performed on Medical Center property or otherwise
related to employment at St. Francis Medical Center.
4.5.10 Willful negligence or repeated violation of Medical Center policies and procedures.
4.5.11 Willful disregard of the Medical Center’s welfare; interference with operations or
relationships with patients or associates.
4.5.12 Unauthorized disposition of Medical Center assets, equipment and/or monies in
violation of Corporate or Medical Center policies and procedures.
4.5.13 Insubordinate, uncooperative, dishonest or otherwise disrespectful behavior.
4.5.14 Validated sleeping at work which could potentially jeopardize patient care or
translate to a dereliction of duties.
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SECTION 1. PURPOSE
1.1

In the interest of presenting a professional image to patients, clients, and visitors, it is
the policy of St. Francis Medical Center that all individuals observe good habits of
dress, grooming and personal hygiene in an appropriate manner according to the
nature of the duties performed and the specific requirements of the assigned
department.
SECTION 2. POLICY

2.1

This policy applies to all associates, students, interns, residents and volunteers affiliated
with SFMC. Every individual is responsible for his/her own dress and grooming in
accordance with this policy. It is the responsibility of managers/supervisors to
determine the appropriateness of dress and grooming of individuals within their areas of
authority, to communicate with and counsel them regarding acceptable dress and
grooming, and to initiate corrective action as required.

2.2

SFMC issued identification badges must be appropriately worn above the waist with
picture facing forward at all times while on duty. Badges must not be altered.

2.3

Dress code standards shall be explained to associates as part of the department
specific orientation process and shall be uniformly applied.

2.4

Associates must utilize reasonable judgment in determining their dress and
appearance, within the defined guidelines, and consult the department
manager/supervisor if unsure of what constitutes proper attire.

2.5

All associates must dress for work and groom themselves in a manner that is
appropriate and safe for the work they are to perform. In all cases, clothing must be
clean, neatly maintained and in good repair. Personal grooming must be neat, of
moderate style and within the standards generally observed in the business and
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healthcare community. Extremes in grooming, dress, hairstyles, hair color and fashion
are to be avoided.
2.6

Associates must dress and groom in a professional and conservative manner that is
consistent with current business styles. For associates, clothes that are tailored for
modesty and proper fit are worn at all times and must include appropriate hosiery,
modest undergarments, and well maintained shoes and accessories. Hair styles,
cosmetics and jewelry must be conservative and neat in appearance. Generally, male
associates wear ties and female associates wear non-revealing necklines. Outerwear
that is tight and extremely form fitting or very loose and flowing are not worn. Sandals,
thongs, sport shoes and similar casual footwear as well as casual or very formal
outerwear are not worn by office associates during normal business hours. No denim
wear or spandex will be considered acceptable. Excessively long facial hair on males
(not to exceed 2 inches) is prohibited unless religiously or culturally necessary.

2.7

Accessories, scents and jewelry are to be appropriate for the work assignment and
should pose no potential safety issues. Jewelry associated with body piercing of the
eyebrows, lips, tongue, cheeks or nose, or any jewelry which also may pose a potential
safety issue, are not acceptable. From time to time, St. Francis Medical Center may
issue buttons or pins that support medical center programs, denote education
certification or other accomplishments, which also may be worn. Visible body tattoos
must be conservative and pose no potential customer relations issues.

2.8

All associates must clean, maintain and repair their personal clothing which they wear
to work, such that their dress and grooming is in accordance with this policy. SFMC is
not responsible for the cleaning, repair or replacement of personal clothing that is soiled
or damaged during the performance of an associate/employee’s normal duties.
Clothing styles and tailoring standards must give consideration to the nature of the job
safety requirements and avoidance of undue exposure. All associates in the healthcare
setting are required to enforce personal hygiene. Nails must be clean and trimmed, and
not excessively long. Excessively long nails are considered to be in excess of ½” from
the tip of the finger. Fingernails are not to exceed ¼” for use in patient care areas to be
in compliance with Infection Control standards.

2.9

Safety equipment such as goggles, gloves, back belts, hard toe shoes, hard hats, or
hearing protection must be worn at appropriate times as directed by SFMC associate's
manager/supervisor and applicable laws.

2.10

Each department manager sets standards for uniforms, if applicable, subject to
Management approval and consistent with the type of work performed. Associates of
such departments must wear the prescribed uniform. Patient Care Staff should refer to
Policy #202 of the patient care policies and procedures.

2.11

Clinical, dietary and other specialized departments must conform to additional
Government/Health Department regulations as applicable.
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2.12

No artificial nails are allowed for direct patient care providers.

2.13

Associates will be asked to sign for any SFMC owned and issued uniforms and will be
responsible for returning those uniforms to SFMC upon separation, prior to receipt of
their final paycheck.

2.14

Associates who fail to return SFMC issued uniforms may have the value of the uniforms
deducted from their final paycheck.

2.15

Associates who are inappropriately dressed will be sent home and directed to return to
work in proper attire, and are not compensated for the time away from work.

2.16

SFMC is committed to compliance with all regulatory agencies.
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SECTION 1. PURPOSE
1.1

To ensure confidence in the employment relationship and protect individual rights,
St. Francis Medical Center provides associates and supervisors the opportunity to review
personnel files.
SECTION 2. POLICY

2.1

Associate records are maintained in locked files in the Human Resource Services
Department. Copies of associate records kept by managers should also be kept in locked
files.

2.2

Associates may review their personnel file during regular Human Resource Service hours.
The associate must request to review the file in advance.
2.2.1 Associates must remain within Human Resource Service’s Office at all times and in
the presence of a representative of the department while reviewing their files.
2.2.2 An associate may not remove any material from the personnel file. Should the
associate disagree with any information he/she has the right to include a written
statement to that effect.

2.3

Supervisors may review only those personnel files of associates under their direction or
associates that have applied for transfer into their departments.
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SECTION 3. APPLICABILITY & SCOPE
3.1

Associates should submit data pertinent to their employment, education, acquired skills
and talents.

3.2

Human Resource Services is responsible for maintaining personnel files consistent with
state legislation.

3.3

A supervisor may review the associate’s personnel file within the Human Resource
Service’s office. Authorization to remove the file from the Human Resource Service’s
office must be obtained, in writing, from the Vice President, Human Resources.
SECTION 4. PROCEDURE

4.1

The associate must request to review the file in advance. The associate request will
usually be accommodated within one week of the request. Associate can request file
review by completing Associate Request for Review of Personnel File form.

4.2

Copies of information contained in the personnel file bearing the associate’s signature will
be provided upon completion of a request form.
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SECTION 1. PURPOSE
1.1

St. Francis Medical Center’s compensation package is considered payment in full for
services rendered and no additional cost or commitment should be incurred by patients.
The Medical Center’s wish to protect both the associates and the patient from potential
charges of conflict of interest.
SECTION 2. POLICY

2.1

It is the policy of St. Francis Medical Center that associates not accept gifts or gratuities
from patients or their families, physicians or vendors. This does not include the
acceptance of items of nominal value (typically not to exceed $25.00) that are clearly
tokens of thanks and are not related to any particular transaction or activity of the Medical
Center.
With certain exceptions any cash, check, gift certificate or tangible personal property
awarded to an associate for meritorious performance, productivity, or other reasons
connected with their employment are considered taxable compensation. This would
include an award to “Associate of the Month” and awards to boost associate morale.
Below are guidelines regarding exceptions to this rule.
2.2.1 Length of Service and Retirement Awards
The following length of service and retirement award guidelines have been
developed according to the Internal Revenue Services (IRS) regulations. Awards
which adhere to the following parameters and are given to eligible associates are
not subject to taxes:
2.2.1.1.

Timing - the length of service or retirement award may not be made
within the employee’s first five years of service or more frequently than
every five years.
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2.2.1.2.

2.2.1.3.

2.2.1.4.

2.2.1.5.

2.2

Dollar Limit – the value or cost of the award should not exceed $400.00.
Also, it is recommended that the value or cost of the award be
commensurate with the number of years of service being recognized
(e.g., the 15-year service award is greater than the 10-year service
award). Length of service or retirement awards with a value or cost over
$400.00 will be taxable to the extent the value or cost exceeds the dollar
limit. If the associate chooses to retire the same year he or she becomes
eligible for a length of service award, then the maximum value of cost of
the award(s) should not exceed $400.00 for the award(s) to be
nontaxable.
Form of the Award – Awards in the form of tangible personal property
(such as briefcase, watch, pen) are not subject to tax reporting as
income. According to IRS guidelines, awards in the form of gift
certificates or cash are not tangible personal property and are therefore
treated as additional wages and subject to taxation.
Meaningful Presentation – the award must be presented as part of a
special event or celebration that marks the occasion, such as a
department or LHM wide meeting, party of luncheon. To avoid tax
liabilities to attendees, LHM’s should ensure that special presentation
events occur only on an occasional basis (such as annually) and that the
costs of the events are reasonable.
Taxable Income – any award presented before five years of service or
with a value over $400.00 should be reported to the LHM Controller and
be subject to tax reporting as income.

Other Work-Related Achievement Gifts or Awards
2.21 Recognition may take the form of celebratory events such as a department-wide
luncheon, dinner or party. Appropriate circumstances for such recognition
include:
 To mark achievement of a major departmental goal
 To honor an associate in connection with a work-related associate recognition
program
 To honor a retiree
 Costs for such events should be reasonable and treated consistent with St.
Francis Medical Center’s business expense reimbursement.
2.3.2 Recognition may be in the form of a gift, which may take the form of tickets to
the theatre or a sporting event, or tangible personal property such as a watch,
pen or briefcase. Appropriate circumstances for recognition by gifts include:
 To honor a long-service associate outside the LHM-wide recognition program
 To honor an employee departing the LHM or department
 To honor a retiree (other than the LHM-wide recognition program)
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2.3.3 Gifts or awards received by associates that are not related to length of service
are taxable and must be reported as additional earnings if their value exceeds
the following thresholds:
 Gift certificates of any amount
 Gifts or awards of tangible personal property with a value greater than $100
 Gifts should be given on only an occasional basis (no more than once a year).
Gifts given to associates on a regular basis do not qualify for nontaxable
treatment and must be reported as taxable income.
2.3.4 De minimis fringe benefits gifts or awards to associates of a value so small that
accounting for the gift or award (of either property or services) would be
unreasonable. De minimis fringe benefits are not considered taxable and not
included in associates’ gross income. Examples include but are not limited to:
 Traditional holiday gifts with a small fair market value
 Coffee and snacks furnished to associates
2.4

Unallowable Gifts and Awards
 Gifts or awards of cash
 Holiday, birthday, shower, housewarming or other gift to honor an individual for
personal reasons
 Lavish or extravagate expenses
 Expenses not substantiated with appropriate documentation

2.5

Tax considerations
Under IRS regulations, an award or gift will be considered taxable income to an associate if:
 The award/gift is presented to the same employee on a regular or routine basis
 The award/gift is cash
 The award/gift is a gift certificate
 The award/gift is not provided within an established recognition program
SECTION 3. APPLICABILITY & SCOPE

3.1

Department leaders are responsible for informing all associates in their department of this
policy and informing the area Vice President of any potential conflict of interest situations.
Department leaders shall also inform associates of appropriate donation methods through
the Foundation office.

3.2

Associates are responsible for reporting to their immediate supervisors any offer made to
them of gifts or gratuities that they believe are intended to influence decision making
related to business transactions.
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SECTION 1. PURPOSE
1.1

To ensure all associates working in a position that requires a license or professional
certification are subject to appropriate verification processes ensuring valid licensure or
credentialing.
SECTION 2. POLICY

2.1 When current licensure, certification or registration are required to practice in the role you
are classified in, associates are required to maintain current status of these credentials at all
times. Failure to do so will result in the associate being subject to disciplinary action up to
and including termination.
2.2 Evidence of licensure of Medical Staff will be the responsibility of the Medical Staff
Department.
SECTION 3. APPLICABILITY & SCOPE
3.1 Initiation of Employment: Candidates who have been offered employment at SFMC
requiring licensure or certification, as mandated by law or by job description, will be required
to produce evidence of appropriate licensure. A photocopy of the license/certification will be
placed in the associate’s Human Resource Services file. Additionally, all photocopies should
be signed by the new hire to provide an original signature.
3.2 Recruitment Services will be required to conduct a primary source verification for confirming
that licensure is valid and without restrictions. This verification must be done and
documentation retrieved for inclusion in the Human Resources file.
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3.3 Human Resource Services will generate a list on the first business day of each month
indicating licenses that will be due to expire by the end of the month. This report will be sent
to Department Managers and Directors.
Additionally, a list will also be generated on the last week of the month indicating which
licenses will lapse by the last day of the month and notification will be sent to the
Department Director and area Vice President.
3.4 Human Resources will conduct a primary source verification for all licenses 30 days prior to
expiration. Renewed licenses will have the primary source verification placed in their
Human Resources file. Those licenses still reflecting a need for renewal will be forward to
Department Managers and Directors.
3.5 The Human Resource Services Department will review upon receipt the Board of
Registered Nurses quarterly report of license restrictions/suspensions to determine whether
any of our associates may be affected. Appropriate review and action shall be taken if
necessary.
3.6 A cancelled check or internet receipt from the licensing board and a phone call made by the
supervisor confirming receipt of the fee will be accepted as proof of licensure for an
extension of 15 days at which time a primary source verification must be conducted by
Human Resource Services.
3.7 Failure of the associate to renew or present evidence of renewed license or credentialing
will result in immediate suspension from licensed duties as administered through a
disciplinary action. Failure to provide evidence of renewed licensure or credentialing by
thirty days expiration will result in immediate termination.
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SECTION 1. PURPOSE
1.1

Meal and rest periods are essential to maintaining a comfortably alert and productive staff.
These periods are provided so associates may meet biological and psychological needs away
from the work environment. The purpose of this policy is to provide the parameters of the rest
period and meal break benefits for Associates. As used in the Policy, the term “Associate”
refers to a non-exempt Associate, all of whom are paid on an hourly basis.
DEFINITIONS:
Rest Period: A 15 minute period during which the Associate is relieved of all duties. Rest
periods are counted as hours worked and are paid for.
Meal Period: A period of not less than 30 minutes during which the Associate is relieved of
all duties, and during which the Associate normally eats a meal. Meal periods are not
counted as hours worked and, accordingly, are not paid for.
On-Duty Meal Period: A meal period that takes place during working time when the nature
of the Associate’s work prevents the Associate from being relieved of all duty. On-duty meal
periods are counted as hours worked and are paid for. As described below, on-duty meal
periods can be used only in very limited circumstances.
AFFECTED DEPARTMENT/SERVICES:
All Non-exempt Associates in all Departments.
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SECTION 2. POLICY
2.1

Rest Periods
2.1.1 For the convenience and well being of Associates, one 15 minute rest period (break) is
authorized and permitted per each four hours worked, or major fraction thereof. A rest
period need not be authorized for Associates whose total daily work time is less than
3½ hours.
2.1.2 For associates working 12-hour shifts, three rest periods will be authorized and
permitted.
2.1.3 Rest periods must be counted as hours worked and, insofar as practicable, be in the
middle of each four hour work period and taken on Medical Center grounds.
2.1.4 Rest periods are not to be accumulated, used to leave work early, or to extend the
meal period unless permitted by an applicable collective bargaining agreement.

2.2

Meal Periods
2.2.1 An associate may not work a work period of more than five hours without a meal period
of not less than 30 minutes, with the following three exceptions:
2.2.2 An associate may voluntarily agree in writing to waive the associate’s right to
a meal period when a work period of not more than six hours will complete the
day’s work. The associate will be required to complete the Six Hour Meal Period
Waiver, which will be kept in the Associate’s personnel file. The associate will be
compensated for all working time.
2.2.3 An associate who works shifts in excess of eight total hours in a workday and is
entitled to a second meal period may voluntarily waive their right to the second meal
period. The associate will be required to complete Second Meal Period Waiver Form,
which will be kept in the associates personnel file. The associate shall be fully
compensated for all working time.
2.2.4 If scheduled to work more than six hours, an associate may voluntarily agree to an onduty meal period. The associate will be required to complete On-Duty Meal Period
Agreement Form, which will be kept in the Associate’s personnel file. An on-duty meal
period (i.e., one in which the associate is not relieved of all duty) is permissible only
when the nature of the work prevents the associate from being relieved of all duty.

1

These meal period waivers may only be obtained from Associates who provide direct patient care, work in a clinical or
medical department, including pharmacists dispensing prescriptions in any practice setting, or associates working
primarily or regularly as a member of a patient care delivery team. These waivers cannot be obtained from associates
primarily engaged in providing meals, performing maintenance or cleaning services, doing business office or other
clerical work, or performing a combination of these duties.
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2.3

Time Keeping System
2.3.1 The medical center’s timekeeping system requires associates to record their time at
the beginning of the workday, the end of the workday, and at the beginning and end of
each meal period. Associates will be provided an opportunity to choose between
two options regarding meal period clocking. The associate will be given the
opportunity each shift to select which option they want to use for that shift at the
time the associate clocks out for their first meal. The choice of which option to use
should be made voluntarily, and no action will be taken against an associate for
selecting one option over the other.
2.3.2 Under the first option, associates need only record the beginning of their meal period
and the time keeping system will automatically record a 30-minute meal period. This
first option is based on the assumption that most meal periods are 30 to 35 minutes
long. It also takes into account that an associate may forget to record the end of the
meal period or does not want to take the time to record it. If an associate chooses the
automatic clocking option, and the associate’s actual meal period was less than 30
minutes or longer than 35 minutes, the associate should complete an associate
Timekeeping Exemption Form at the end of the meal period, but this should be done
by the of the pay period. Associates who discover inaccurate recordings after the end
of the pay period can correct these recordings by contacting their supervisor.
Supervisors will receive instruction on how to assist associates who need to change
their time records.
2.3.3 Under the second option, the associate must record both the beginning and the end of
their meal period.
SECTION 3. RESPONSIBILITY

3.1

Associate Responsibility
3.1.1 Read, execute and return for filing the Meal and Rest Period Policy Acknowledgement
Form.
3.1.2 Associates are responsible for taking their rest/meal periods as outlined in this policy.
3.1.3 If an associate believes they will not be able to take a required rest or meal period, it is
the associate’s responsibility to inform their supervisor in time for the supervisor to
attempt to arrange for the rest/meal period. This notification should be given as far in
advance of the rest/meal period as practicable.
3.1.4 If a meal period to which an associate is entitled was not timely provided/made
available, the associate must promptly inform his or her supervisor and complete and
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submit a Timekeeping Exception Form before the end of the pay period. Associates
should also report if they were discouraged, dissuaded or prevented from taking a full,
timely meal period. However, associates should not report instances in which a 30minute meal was timely provided but the associate voluntarily decided to take a short
meal, take it later, or not take a meal period at all.
3.1.5 Accurately record all work and meal periods. If the automatic clocking is not correct
because the associate took a meal period of less than 30 minutes or more than 35
minutes, the associate should complete an associate timekeeping exception form at
the end of the meal period, but this should be done by the end of the pay period.
Associates who discover inaccurate recordings after the end of the pay period can
correct these recordings by contacting their supervisor.
3.1.6 If a rest period to which an employee is entitled was not authorized or permitted, the
associate must promptly inform his or her supervisor and complete and submit a
timekeeping exception form before the end of the pay period.
3.2

Supervisor Responsibility
3.2.1 Supervisors have overall responsibility for compliance with this policy, including taking
steps to make sure that meal periods are provided/made available, and rest periods
authorized and permitted in accordance with this Policy. This will require that
appropriate training be provided to non-exempt associates.
3.2.2 When notified that any associate may not be able to take their meal or rest period, the
supervisor should attempt to take steps to allow the associate to take the meal/rest
periods.
3.2.3 Where necessary, the supervisor may authorize associates to continue working
through their meal or rest periods.
3.2.4 Make sure that all applicable forms have been executed and sent to Human
Resources, and that all associate time records are accurate.
3.2.5 Monitor reports to make sure that the extra compensation provided for by this policy is
justified by staffing, workload, and patient care considerations.

3.3

Medical Center Responsibility
3.3.1 Provide training for managers and supervisors regarding the appropriate
implementation of this policy.
3.3.2 Ensure that the timekeeping system functions in a manner that allows for
implementation of this policy, including the payment of the extra compensation payable
in the event that full meal periods are not provided/made available, or rest periods are
not authorized and permitted, in accordance with the applicable provisions of the Labor
Code and the Wage Order.
Approved:
BOD
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SECTION 1. PURPOSE

1.1

While St. Francis Medical Center does not seek to interfere with the off-duty and personal
conduct of its associates, certain types of off-duty conduct may interfere with St. Francis
Medical Center’s legitimate business interests or good image in the community.
Therefore, associates are expected to conduct their personal affairs in a manner which
does not adversely affect St. Francis Medical Center’s integrity, reputation or credibility.
Illegal off-duty conduct on the part of an associate which adversely affects St. Francis
Medical Center’s legitimate business interests or the associate’s ability to perform his or
her job will not be tolerated.
SECTION 2. POLICY

2.1

While employed by St. Francis Medical Center associates are expected to devote their
energies to their jobs with St. Francis Medical Center. Certain types of outside
employment are strictly prohibited:
2.1.1 Employment which conflicts with an associate’s work schedule, duties and
responsibilities.
2.1.2 Employment which creates a conflict of interest or directly or indirectly competes
with the business or the interests of St. Francis Medical Center, or is incompatible
with an associate’s employment with St. Francis Medical Center.
2.1.3 Employment which impairs or has a detrimental effect on an associate’s work
performance with St. Francis Medical Center.
2.1.4 Employment which requires an employee to conduct work or related activities on
Company property, during Company working hours or using Company facilities
and/or equipment.
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2.1.5 Ownership Interest, Investment Interest or Compensation arrangement by the
associate or member of his/her immediate family, whether as a major stockholder
(or other owner) or creditor, in any enterprise of which a substantial part of the
business involves acting as a supplier to St. Francis Medical Center or in any such
organization that is a competitor of St. Francis Medical Center.
2.1.6 For the purposes of this policy, self-employment is considered outside employment.
SECTION 3. APPLICABILITY & SCOPE
3.1

Associates wishing to engage in outside employment which may conflict with this policy
must submit a written request to the Executive Director, Human Resources, explaining the
details of the outside employment. If the Chief Corporate Responsibility Officer authorizes
such outside employment, St. Francis Medical Center shall in no way assume any
responsibility for such outside employment. Specifically, St. Francis Medical Center shall
not provide workers compensation coverage or any other benefit for injuries occurring from
or arising out of such outside employment. Authorization to engage in outside employment
can be revoked at any time.

3.2

Management is responsible for ensuring that the intent of this policy is adhered to. This
includes reporting to Senior Leadership, any knowledge management may have regarding
the activities of associates that may require further inquiry.

3.3

Associates holding the position of Director level and/or above will be required to complete
and sign a Conflicts of Interest Disclosure Statement and Confidentiality Agreement at time
of hire and then on an annual basis.
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SECTION 1. PURPOSE
1.1

St. Francis Medical Center recognizes the importance of evaluating the performance of all
associates on a regular basis. This process ensures that work performance as it relates to
fulfilling expectations and carrying out the mission is achieved. This tool will also be used
to define salary, promotion, and employment decisions and will also provide for dialogue
regarding mutual goals.
SECTION 2. POLICY

2.1

Upon hire, all associates will receive a copy of his/her Performance Evaluation/Job
Description which clearly defines job competencies and standards of performance.

2.2

Quarterly, Human Resource Services generates a report and distributes to Department
leaders a listing of those performance evaluations that will come due within the next
period. Additionally, each month Human Resource Services generates a report and
distributes to Department leaders a listing of those performance evaluations that are
considered past due. This list is sent both to Department leaders and Vice Presidents.

2.3

Performance Evaluations are conducted no less than annually.

2.4

Associates who are, transferred/promoted are subject to new 90 day performance
evaluations in their new role. Thereafter, they are subject to annual performance
evaluation one year from the date of transfer/promotion. Where associates transfer
laterally, there will be no change in performance appraisal date.

2.5

Interim evaluations, for the purpose of assessing associates’ performance may be given at
any time deemed appropriate by the supervisor.

2.6

All associates will be provided a copy of their completed, signed performance evaluation
from the evaluator as part of the evaluation process.
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SECTION 3. APPLICABILITY & SCOPE
3.1

Leadership Preparation:
3.1.1 The Director/Manager will rate the associate’s performance over the past year
utilizing substantiated, documented data concerning performance and the
associate’s adherence to SFMC Standards of Behavior.
3.1.2 Authorizations for advanced performance review ratings and associated increases
in pay should be obtained prior to administering the performance review to the
associate.
3.1.3 Directors/Managers should review prior year goals/objectives to determine
associate’s accomplishments. This is of particular importance where there has
been a change in direct supervisors from the prior year.
3.1.4 All disciplinary actions (except verbal/counselings) issued within the twelve (12)
month review period should be referenced and the status of those disciplinary
issues should be addressed within the performance review.

3.2

Conducting the Performance Review Session:
3.2.1 The performance review session should be conducted as a constructive and
developmental dialogue, in which both parties have an opportunity to discuss
performance over the past year. The use of substantiated, documented data is to be
used for the performance review rating and discussion.
3.2.2 The associate should always have the opportunity to disagree, agree, comment,
ask questions or refute any data and/or information. It is the responsibility of the
Department manager to ensure that this occurs.
3.2.3 Where areas of opportunity for improvement have been identified, action plans
should be developed and agreed upon by both parties.
3.2.4 Performance goals for the upcoming year should be identified and documented.
3.2.5 There should be a discussion of the associate’s growth and professional
development, in which the supervisor counsels the associate and plans support for
the upcoming year.
3.2.6 The associate is to be provided an opportunity to review and respond to the
performance review in writing. Should the associate refuse to sign the performance
evaluation, it should be documented by the evaluator in the section where the
associate would normally sign.
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SECTION 4. PROCEDURE
4.1

Human Resource Services is responsible for the timely distribution of the performance
evaluation notices to Department Leaders.

4.2

Directors/Managers/Evaluators:
4.2.1 Must conduct Performance Evaluations on their associates in a timely manner.
Associates hired January through June will have an annual evaluation due date of
July 1st. Associates hired July through December will have an annual evaluation
due date of January 1st. Performance reviews will be considered late if they are not
conducted by the last day of the month following the month the Performance
Evaluation is due.
4.2.2 Must obtain appropriate signatures and submit the complete performance
evaluation forms to Human Resource Services for processing.
4.2.3 Are responsible for discussing the evaluation with the associate and provide them a
copy of the written evaluation.
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SECTION 1. PURPOSE
1.1

To regulate the solicitation of services or merchandise and distribution of literature, on
Medical Center premises and its related properties, and to prevent disruption of Medical
Center activities as they relate to patient care and inconvenience to patients and visitors.
SECTION 2. POLICY

2.1

Staff members shall not solicit for any purpose in any patient care area. Patient care areas
include patient rooms, diagnostic and therapeutic areas, nursing stations, the corridors of
patient treatment areas or patient rooms, and sitting rooms for patients and visitors.

2.2

Staff members shall not solicit for any purpose or distribute literature during their work
time. For purposes of this policy, “work time” includes the working time of both the staff
member doing the soliciting and the staff member being solicited. “Work time” does not
include break or meal periods.

2.3

Persons not employed by the Medical Center may not solicit offer services or merchandise
or distribute literature, on Medical Center property for any purpose at any time.

2.4

Staff members are permitted inside Medical Center buildings only during their assigned
work hours unless they have authorization to be present at other times.

2.5

Distribution of literature on non-work time in non-work areas must not occur in such a
manner as to litter the medical center grounds.

2.6

Posting of literature, on Medical Center property is permitted only with prior permission and
only on approved bulletin boards.
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SECTION 3. APPLICABILITY & SCOPE
3.1

Department Managers are responsible for granting permission to post literature on
approved department bulletin boards located within their respective department. All
approved postings must contain the Department Manager’s signature and final approved
posting date on the reverse side of the posted materials.

3.2

Human Resource Services is responsible for granting of permission to post literature on
approved bulletin boards which are not under the control or jurisdiction of a specific
department. All approved materials must contain the “Approval for Posting” stamp of
Human Resource Services along with the final approved posting date on the reverse side
of the posted materials.
SECTION 4. PROCEDURE

4.1

All staff members are to read and become familiar with the Medical Center’s “Solicitation
Policy” and provisions.

4.2

Management should be knowledgeable of the Medical Center’s “Solicitation Policy” and
enforce the policy when necessary.

4.3

Human Resource Services is responsible for interpreting the “Solicitation Policy” to staff
members and members of management.
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SECTION 1. PURPOSE
1.1

St. Francis Medical Center is committed to maintaining a work environment that promotes
the interests of associate safety, efficiency, health, and productivity. It also recognizes that
associate involvement with drugs and alcohol can be extremely disruptive and harmful to
associates, patients, and the public. It can adversely affect the quality of work and the
performance of associates, pose serious safety and health risks to the user and others,
and have a negative impact on work efficiency and productivity.
In keeping with the long-standing commitment to provide an environment that is free of
drug and alcohol abuse, SFMC has formulated the following policy regarding substance
abuse.
SECTION 2. POLICY

2.1

This policy applies to all associates and contract service providers. All job applicants
receiving offers of employment shall be required to submit to a post-offer drug-screening
test as a condition of employment.
SECTION 3. APPLICABILITY & SCOPE

3.1

“Alcohol” means any alcoholic beverage, including wine, beer, and all forms of distilled
liquor.

3.2

“Drug” means any substance that has known mind or function-altering effects on a human,
specifically including psychoactive substances and including, but not limited to, substances
controlled, regulated or prohibited by state and federal law.

3.3

“Under the influence” means that the associate is affected by a drug or alcohol or the
combination of a drug or drugs and alcohol in any detectable manner. The symptoms of
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influence are not confined to those consistent with misbehavior, nor to obvious impairment
of physical or mental ability, such as slurred speech or difficulty in maintaining balance. A
determination of influence can be established by a professional opinion, a scientifically valid
test and, by a lay person’s reasonable opinion based on reasonable suspicion of a violation
of this policy. AN ASSOCIATE WILL BE PRESUMED TO BE UNDER THE INFLUENCE
WHENEVER THE PRESENCE OF DRUGS OR ALCOHOL IN AMOUNTS EXCEEDING
ESTABLISHED THRESHOLDS ARE DETECTED IN A SUBSTANCE ABUSE TEST
ADMINISTRATED UNDER THE TERMS OF THIS POLICY.
SECTION 4. PROCEDURE
4.1 SFMC prohibits the unlawful use, possession, transportation, transfer, manufacture,
distribution, dispensation, or sale or purchase of drugs or paraphernalia while on duty or
while on Medical Center property or while operating any vehicle or potentially dangerous
equipment. SFMC also prohibits associates from reporting for work or working under the
influence of any drug, alcohol or other substance that may in any way affect work
performance, alertness, coordination or response, or the safety of the associate or others.
SECTION 5. MEDICALLY AUTHORIZED DRUGS
5.1 The use of prescribed drugs, or possession incident to such use, is not prohibited by this
policy if:
5.1.1

The drug has been legally obtained and is being properly used for the purpose for
which it was prescribed; and

5.1.2

The use of the drug is not inconsistent with the safe and efficient performance of the
associate’s duties.

5.1.3

An associate who is using or intends to use a prescribed or over-the-counter drug
(such as pain medication, anti-depressants or other drugs), who has been informed
or has reason to believe that the use of any such drug may limit his/her ability to
perform any job duties safely and/or efficiently, is required to advise the associate’s
supervisor, before reporting to work, that he/she is using a prescribed drug, and that
the use of such drug may affect the associate’s ability to perform his/her job duties
safely and/or efficiently. Any supervisor so notified shall immediately consult with
Human Resource Services/Employee Health in order to consider what
accommodations, if any, can be made to facilitate employment without risk to the
safety of the associate or other individuals or loss of efficiency. Every effort should
be made to treat information concerning an associate’s use of prescribed
medications confidentially. Accordingly, only those persons who have a need or
right to know should have access to such information.
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SECTION 6. FITNESS FOR DUTY EXAMINATION AND TESTING
6.1 SFMC may require that an associate submit to a physical examination and/or clinical testing
designed to detect the presence of drugs and/or alcohol if there is a reasonable suspicion
that the associate either possesses, controls or is under the influence of a drug and/or
alcohol in violation of this policy, and/or has been involved in the use, transportation,
transfer, sale, purchase, manufacture, possession, dispensation, and/or distribution of drugs
in violation of this policy. Failure to cooperate in fitness for duty examinations and/or clinical
testing when requested may result in disciplinary action, up to and including possible
termination, for a first offense or any subsequent offense.
SECTION 7. DRUG TEST PROCEDURE
7.1 Tests shall be accomplished through analysis or urine, blood, breathalyzer, hair sample, or
other recognized testing technique, prior to the collection of the sample; the associate shall
be notified that the Medical Center is requesting that the associate be tested for the
presence of drugs and/or alcohol. The Medical Center will then obtain the sample to be
identified and tested for the presence of drugs and/or alcohol.
If the test of the sample is positive for any drug (or metabolite[s]) or alcohol, the sample
shall be tested a second time by another reliable method.
The Medical Center will notify the associate of the results of any test. In the case of a
positive result, the Medical Center will provide the associate with an opportunity to explain
the presence of the identified substance prior to taking any disciplinary action. Associates
testing positive may also request a second confirmation test of the original sample, at their
own expense.
SECTION 8. REPORTING
8.1 Any associate who is convicted of criminal conduct related to drugs must notify the
Executive Director of Human Resource Services within five (5) days of any such conviction.
SECTION 9. DISCIPLINARY ACTION
9.1

Associates who violate or who refuse to cooperate with any aspect of this policy will be
subject to appropriate disciplinary action up to and including termination of employment.
SFMC will discipline or terminate any associate who is convicted of an offense that involves
the use, sale, purchase, transportation, transfer, manufacture, dispensation, distribution or
possession of illegal drugs. Nothing in this policy shall be construed to conflict with the at-
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will nature of the employment relationship between associates and the Medical Center.
SECTION 10. EMPLOYEE ASSISTANCE
10.1

SFMC attempts to (intends to) maintain an Employee Assistant Program (EAP) which
provides help to associates who suffer from alcoholism, drug abuse, and other personal or
emotional problems. However, it is the responsibility of each associate to seek necessary
assistance before alcohol or drug problems adversely affect performance or lead to
disciplinary action. If a violation of this policy occurs, a subsequent attempt to seek and
obtain assistance on a voluntary basis will not necessarily prevent or lessen disciplinary
action and may, in fact, have no bearing on the determination of the appropriate
disciplinary action. Eligible associates may request a leave of absence to
participate/attend in a drug and/or alcohol rehabilitation program if they wish to do so. An
associate’s decision to seek assistance will not be used as a basis for disciplinary action
and will not be used against the associate in any disciplinary proceeding. On the other
hand, the mere fact that an associate has sought or intends to seek professional
assistance will not be a defense to the imposition of disciplinary action where facts proving
a violation of this policy, or other policy infractions or SFMC Policy/Procedures are
obtained or the Medical Center determines that any associate’s performance or conduct
warrants disciplinary action. Accordingly, the purposes and practices of this policy and the
EAP are not in conflict and are distinctly separate in their applications.

SECTION 11. RESPONSIBILITY
11.1

Any supervisor who notes objective symptoms of substance abuse or behavioral changes
in an associate should:
11.1.1 Immediately arrange for the presence of another supervisor, manager, or Human
Resources designee to act as a witness and interview the associate in a private,
secluded area.
11.1.2 Advise the associate that you suspect he/she is under the influence of
drugs or alcohol. Advise the associate that the observed symptoms are grounds
for discharge. Advise the associate of the specific symptoms. If the associate
denies being under the influence and cannot offer a satisfactory explanation for the
evidence of impairment, advise the associate that as an alternative to discipline or
discharge based on observed symptoms, the associate will be given the
opportunity to submit to a drug or alcohol test to prove his/her innocence. Advise
the associate that the examination will be the Medical Center’s cost. Document the
interview. If an associate asks for a union representative or co-worker to be
present, allow it.
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11.1.3 Give the associate the form authorizing release of medical information
to sign.
11.1.4 Advise the associate that they will be escorted to the Industrial Clinic/ER and that
the testing and transportation if necessary will be at the Medical Center’s expense.
11.1.5 For concerns that emerge after 5:00 p.m., the House Supervisor must be notified
and should facilitate the situation. The House Supervisor will contact Human
Resources Management immediately.
11.1.6 Advise the associate that he/she will not lose pay as a result of taking the
examination.
11.1.7 Advise the associate that if he/she fails to cooperate fully with the testing,
the Medical Center will have no choice but to conclude, based on the observed
symptoms, that he/she is under the influence and is in violation of the Medical
Center's substance abuse policy. If the associate nevertheless, refuses to take the
test, given him/her an opportunity to present any reasons for such refusal. Do not
attempt to use physical force or threats to coerce the testing. If the associate
refuses to take the test or refuses to sign the authorization, discipline should be
imposed on the basis of observed symptoms, whenever possible, rather than solely
for refusal to take the test.
11.1.8 If the associate agrees to be tested, call the Industrial Clinic/ER, advise them that
you are sending an associate for testing. Ask to have the results telephoned, with
a written verification to follow to Human Resource Services.
11.1.9 Arrange for Escort and/or transportation, if necessary to the testing sight. After the
test, the associate should either be transported home or arrangements for
transportation by a friend or relative should be made. Associates with signs of
impairment should not be allowed to drive.
11.1.10 Pending test results, associates are considered on investigatory suspension.
11.1.11 Associates who pass should be returned to work as soon as possible
with no loss of pay. The fact that a drug test was requested should be kept
confidential.
11.1.12 Associates who are not returned to work shall not be eligible for pay during the
investigatory suspension period.
11.2

Human Resource Services
11.2.1 If an associate fails the test and the positive result is confirmed, associates will be
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advised by Human Resource Services of the test results and be allowed to explain
(i.e., prescription drug, etc.) and provide proof regarding such explanation. The
discipline administered should be appropriate to the circumstances. The associate
should remain suspended pending review. All disciplinary measures relating to
violations of the drug/alcohol policy must be reviewed and approved by the
Executive Director of Human Resource Services/designee before implementation.
Discipline ranges from suspensions of varying lengths to discharge and may
include notification to licensing board. Discipline can include mandatory
participation in the Employee Assistance Program. All associates found to be
impaired through observation or testing should be counseled regarding the
Employee Assistance Program.
11.2.2 Written Report(s). In each and every case make a detailed written report of the
date, time, and location of the occurrence, with a very specific description of all
symptoms observed and description of all actions taken.
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SECTION 1. POLICY
1.1

If an associate does not have sufficient time outside of working hours to vote in an
official state-sanctioned election, the associate may take off enough working time to
vote. Such time off shall be taken at the beginning or the end of the regular working
shift, whichever allows for more free time, and the time taken off shall be combined with
the voting time available outside of working hours to a maximum of two hours
combined. Under these circumstances, an associate will be allowed a maximum of two
hours of time off during any Election Day and will utilize Paid Time Off (PTO) if
applicable. When possible, an associate requesting time off to vote shall give his or her
supervisor at least two days notice.
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SECTION 1. PURPOSE
1.1

St. Francis Medical Center encourages the career advancement of all associates. To
facilitate this advancement a list of job openings is posted on all specified bulletin
boards located in the Medical Center and on the www.Stfrancismedicalcenter.org
website. All associates are eligible for transfer if they have completed 180 calendar
days of service, are performing satisfactorily in their present position, and meet the job
requirements for the open position.

2.1

An associate should have worked a minimum of 180 calendar days on the job for which
they were hired before a transfer can be considered. In certain situations it may benefit
the Medical Center to transfer the associate before the 180 days expire, but written
documentation for such a transfer must be submitted to the Executive Director, Human
Resource Services for approval. All associates requesting a transfer must be in good
standing and may not be in any stage of discipline.
2.1.1 An associate transferring to another department must give their supervisor
reasonable notice. The releasing and receiving department directors will
determine a mutually acceptable transfer date. This period typically not less than
two (2) weeks or more than (3).
2.1.2 Associates interested in transferring must meet the minimum requirements set
for the new position. They must take and pass any pre-employment test
normally given for the position.
2.1.3 Associates requesting a transfer to a non-bargaining position will be invited to
interview for the open position if qualified.
2.1.4 The same transfer request can not be used for multiple openings. A new request
must be completed for each open position.
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2.1.5 All associates applying for a transfer will be notified by Human Resource
Services whether or not they received the position.
2.1.6 For transfers involving a change in the associate’s position refer to the Wage and
Salary Administration.
2.1.7 Should a transfer, at no fault of the associate, to a new position result in a salary
grade that is lower, the associate retains his/her previous rate of compensation
provided. That rate shall not exceed the maximum salary of the new position. If
the associate’s salary exceeds the maximum rate of the new position the
associate’s salary will be set at the maximum rate of the new position.
SECTION 3. ACCOUNTABILITY & SCOPE
3.1

Any associate requesting an inter-departmental or intra-departmental transfer and/or
promotion must submit a Transfer Request Form to Human Resource Services when
the position is posted.
3.1.1 The associate is encouraged to discuss the request to transfer with his or her
current supervisor, as they will receive a copy of the Associate’s Transfer
Request from Human Resource Services.
3.1.2 The Hiring Manager will receive a copy of the Transfer Request Form from
Human Resource Services. The interviewer will have access to the candidate’s
personnel file in Human Resource Services to determine work experience,
performance levels, education and salary.
3.1.3 For all non-bargaining unit positions, the Hiring Manager will interview all
qualified internal candidates.
3.1.4 All Hiring Managers, who are considering the receipt of an internal transfer
candidate, are responsible for doing a reference on the viability of candidates by
discussing performance with the current Department Manager prior to final
determination.

Mgmt. Council
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SECTION 1. PURPOSE and APPLICABILITY

1.1

To promote the professional growth of St. Francis Medical Center associates in their efforts
to advance by taking courses or working toward degrees, credentials or licenses which are
directly job related.

1.2

This program applies to all benefit eligible associates not covered by a collective
bargaining agreement.
SECTION 2. POLICY

2.1

After six calendar months in a benefit eligible status, associates may be reimbursed the
cost, in full or in part, of tuition and textbooks for approved job related courses of study
which directly relate to their current positions or positions to which they may reasonably
aspire. These courses shall be taken through accredited colleges, universities or
correspondence schools.
2.1.1 Benefit eligibility must be maintained for the duration of the course.
2.1.2 Courses of study must be taken outside of the associate’s regular working hours.
2.1.3 Reimbursement of approved courses is provided to the associate after evidence of
receiving a grade of “C” or above is furnished or a certificate of successful
completion.

2.2

Not more than $1,000.00 is reimbursed to non bargaining associates in any one calendar
year, as determined by the actual payment of the reimbursement, for non-degree related
expenses. Non-bargaining unit associates are eligible for up to an additional $1,500.00 per
calendar year, for the purposes of degree related education.
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2.3

Tuition reimbursement may be considered taxable earnings during the year it is paid.

2.4

Reimbursement for correspondence courses is granted only when the correspondence
course is offered by a recognized accredited educational institution.

2.5

Reimbursement is not granted to cover the cost of registration fees, health fees,
periodicals or equipment related to the course, or for transportation or parking.

2.6

Course must result in a grade of ‘C’ or better to obtain reimbursement. Where no letter
grade is granted, a confirmation of “passing” is required.
SECTION 3. PROCEDURE

3.1

Associates shall apply and receive written approval for tuition reimbursement prior to the
start of the class.

3.2

Reimbursement (for non-bargaining unit positions) shall be requested on an application
form provided by the Human Resource Services Department. The Tuition Reimbursement
application is completed in full and accompanied by descriptive course material before it is
considered for approval. Description must include itemized cost of course/seminar.

3.3

Upon completion of the course, the associate will submit the signed Tuition
Reimbursement form along with receipts for tuition and/or books in the form of a cancelled
check, internet receipt or original receipt, and a passing grade of “C” or better or a
certificate of successful completion/attendance in order to receive reimbursement.
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SECTION 1. PURPOSE
1.1

The use of personal electronic devices and other electronic devices has expanded rapidly
in the workplace. SFMC does not wish to unreasonably constrain the use of these
devices; however, it has a broader responsibility to: (1) ensure that they are used in an
appropriate manner; (2) ensure the integrity of proprietary information; (3) preserve the
privacy of associates and patients (4) ensure that unauthorized surveillance does not
breach the reasonable expectation of privacy in the workplace.
It is the policy of SFMC to provide a safe and quality healthcare environment for our
patient and visitors to receive services in. As a result, SFMC will support this objective
through regulating the use of personal electronic devices including MP3, IPODS, etc., on
hospital premises.
SECTION 2. POLICY

2.1

Personal Electronic Devices – Associates are required to exercise discretion and restrict
the use of personal electronic devices while on duty, or in the workplace. Use of mobile
communication devices including texting can interfere with the delivery of safe patient care
or services. As a result, these devices are prohibited from active use during work
time. For safety purposes, use of mobile communication devices while driving on hospital
business should be done in compliance with state law requiring the use of hands-free
equipment. The use of personal headsets and wireless head set technology while on duty,
or in the workplace is considered a safety hazard and is prohibited.
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Personal Electronic Devices are not to be carried by an associate while on duty, and
must be stored with the associate’s other personal belongings. Any exceptions to this
practice must be approved in writing by the department Director and Human Resources
2.2

Recording Devices – Recording devices and camera-equipped devices (including mobile
communication devices) and their uses are restricted in accordance with state and federal
regulatory guidelines concerning unauthorized surveillance. Associates shall not use the
picture-taking functionality of mobile communication devices in the workplace.
Unauthorized use of cameras, including designated patient care areas, restrooms, or
locker room areas is not allowed and may be cause for immediate termination.

2.3

Taping Conversations – Taping conversations is prohibited. Covert/secret taping of any
conversation or meeting occurring at the workplace or, conversations or meetings offsite
that deal with workplace matters of official concern are prohibited. Examples of such
meetings are promotion interviews, EEO meetings with a counselor or investigator,
meetings between a supervisor and a subordinate, etc.
Employees are also prohibited from arranging for others, including non-associates, to do
any recording of conversations, phone calls or other work activities.

2.4

In compliance with the privacy regulations contained in the Health Insurance Portability &
Accountability Act (HIPAA), visual and recording devices shall not be used in patient care
areas.
SECTION 3. APPLICABILITY

3.1

This policy applies to all associates, volunteers, interns and students of SFMC.

3.2

Failure to comply with policy will result in the associate being subject to disciplinary action
up to and including termination.
Board
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SECTION 1. PURPOSE
1.1

St. Francis Medical Center recognizes that violence in the workplace is a growing
nationwide problem necessitating a firm, considered response by employers. The costs
of workplace violence are great, both in human and financial terms. Therefore,
St. Francis Medical Center has adopted this zero tolerance for workplace violence
policy.

1.2

The safety and security of St. Francis Medical Center associates is of vital importance.
Acts or threats of physical violence, including intimidation, harassment and/or coercion,
which involve or affect St. Francis Medical Center or its associates or which occur on
medical center property or during work hours will not be tolerated.

1.3

This prohibition against threats and acts of violence applies to all persons involved in
the operation of St. Francis Medical Center, including, but not limited to, Medical Center
personnel, contract and temporary workers and anyone else on St. Francis Medical
Center property. Violations of this policy, by any individual on Medical Center property,
by any individual acting as a representative of St. Francis Medical Center while off
Medical Center property or by any individual acting off Medical Center property when
his or her actions affect the business interests of St. Francis Medical Center, will lead to
disciplinary and/or legal action as appropriate.

2.1

Definitions

SECTION 2. POLICY

2.1.1. Workplace violence is any intentional conduct which is sufficiently severe,
offensive or intimidating to cause an individual to reasonably fear for his or her
personal safety or the safety of his or her family, friends and/or property such
that employment conditions are altered or a hostile, abusive or intimidating work
environment is created for one or more Medical Center [global] associates.
Examples of workplace violence include, but are not limited to, the following:
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2.1.1.1

Threats or acts of violence occurring on medical center premises,
regardless of the relationship between St. Francis Medical Center
and the parties involved in the incident.

2.1.1.2

Threats or acts of violence during work hours or occurring off
medical center premises involving someone who is acting in the
capacity of a representative of St. Francis Medical Center.

2.1.1.3

Threats or acts of violence occurring off medical center premises
involving an associate of St. Francis Medical Center if the threats or
acts affect the business interests of St. Francis Medical Center.

2.1.1.4

Threats or acts of violence occurring off medical center premises of
which an associate of St. Francis Medical Center is a victim if St.
Francis Medical Center determines that the incident may lead to an
incident of violence on medical center premises.

2.1.1.5

Threats or acts resulting in the conviction of an associate or agent
of St. Francis Medical Center, or of an individual performing
services for St. Francis Medical Center on a contract or temporary
basis, under any criminal code provision relating to violence or
threats of violence which adversely affect the legitimate business
interests of St. Francis Medical Center.

Specific examples of conduct, which may be considered threats or acts of violence
under this policy include, but are not limited to the following:
2.2.1 Threatening or intimidating physical or aggressive contact directed toward
another individual.
2.2.2. Threatening or intimidating an individual or his/her family, friends, associates or
property with physical harm.
2.2.3 The intentional destruction or threat of destruction of St. Francis Medical Center
or another’s property.
2.2.4 Harassing or threatening phone calls, emails, text messages and voicemails.
2.2.5 Surveillance.
2.2.6 Stalking.
2.2.7 Veiled threats of physical harm or intimidation.

POLICY # 954
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2.3

Workplace violence does not refer to occasional comments of a socially acceptable
nature. Such comments may include references to legitimate sporting activities,
popular entertainment or current events. Rather, it refers to behavior that is
personally offensive, threatening or intimidating.
SECTION 3. APPLICABILITY & SCOPE

3.1

Enforcement
3.1.1

Any person who engages in a threat or violent action on medical center property
may be removed from the premises as quickly as safety permits and may be
required, at St. Francis Medical Center’s discretion, to remain off the premises
pending the outcome of an investigation into the incident.

3.1.2

When threats are made or acts of violence are committed by a medical center
associate, a judgment will be made by St. Francis Medical Center as to what
actions are appropriate, including possible medical evaluation and/or possible
disciplinary action.

3.1.3.

Once a threat has been substantiated, it is St. Francis Medical Center’s policy to
put the threat maker on notice that he/she will be held accountable for his/her
actions and then follow through with the implementation of a decisive and
appropriate response.

3.1.4

Under this medical center policy, decisions may be needed to prevent a threat
from being carried out, a violent act from occurring or a life-threatening situation
from developing. No existing St. Francis Medical Center policy or procedure
should be interpreted in a manner that prevents the above from occurring.

3.2

Temporary and Permanent Restraining Orders. Any associate who applies for a
temporary or permanent protective or restraining order which lists any St. Francis
Medical Center location as a protected area must provide to the Human Resources
Department a copy of the petition and declarations used to apply for the order. Any
associate who obtains a temporary or permanent protective or restraining order which
lists any St. Francis location as a protected area must provide to the Human Resources
Department a copy of the order. Such information will be kept confidential to the extent
possible without compromising the safety and security of St. Francis Medical Center
and its associates.

3.3

St. Francis Medical Center will make the sole determination of whether, and to
what extent, threats or acts of violence will be acted upon by St. Francis Medical
Center. In making this determination St. Francis Medical Center may undertake a
case-by-case analysis in order to ascertain whether there is a reasonable basis
to believe that workplace violence has occurred. No provision of this policy shall
alter the at-will nature of employment at St. Francis Medical Center.
Board
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How to Access Online Pay
Statements & W-2’s
Access your online information by entering this URL from any PC with internet
connection:

http://www.atsprintfreedom.com
Once the “Print Freedom” site is open:
Enter your Access ID, User Name and Password:
•Enter

1.Access ID: SFMC
2.User Name: Your Associate Number‐(Not the number on your badge)
3.Password: Last 4 digits of your social security number
•The system will now ask you to change your password
•Click on the “Accept Consent” button at the bottom of the screen
•Select “Update My Email” to add or change your email address
•Select MyPayStub for viewing up to 1 year worth of pay statements
Once you have completed the login and consent process, please “bookmark”
or “add the URL to your favorites.”

How to Access Online Pay
Statements & W-2’s
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XIV. STANDARDS OF BEHAVIOR

Standards of Behavior
Orientation
Session

Critical Question
What do we expect as customers?
1. Quality

6. Empathy

2. Compassion

7. Dependability

3. Prompt Service

8. Honesty

4. Cleanliness

9. Friendliness

5. Patience

10. Acknowledgement

At St. Francis, We Believe It’s Important:
 that our behaviors here at SFMC support our Values
 that the Value Statements we put on wall plaques for the public to

see are the same as what they experience

 that people can trust what we say
y
 that we are consistent
 the things we do, how we act while doing our jobs, make a difference

to patients, their families, visitors, physicians and other associates

 all health care is pretty much the same but WE “filter” our behaviors

using our Values.

1

Values
 Respect

We demonstrate that we value others and ourselves through our words
and actions .

 Caring

We provide our patients and their families with compassionate quality
care, treating them and each other with kindness.

 Integrity

We act with honesty and transparency and do the right thing .

 Passion

We are dedicated to making a difference in our communities and in the
lives of all those we serve.

 Stewardship

We are committed to being wise stewards of out resources, creative in our
approach to challenges and opportunities, and accountable for the results
we want to achieve as a charitable organization.

Customers Judge You by:






The way you look
What you say
How you say it
What you do and
How you do it

Remember, your tone, body language, and

attitude speak much louder than words

Expected Behaviors in the general
workplace:
Appearance:
We believe the respect we have for those we serve is reflected
through the manner in which we dress.
Attitude:

We believe a positive approach to any situation directly impacts the
outcome.

Teamwork:
We believe if we all work hard as a team, our strength as a whole will
be seen and appreciated by all in our care.
Service:

We believe in meeting the needs of those we serve with an open heart,
positive intent, compassion and attentiveness to the whole person:
body, mind and spirit.

Communication:
We believe how we use words and actions to share our feelings and
empathize with the feelings of others are key to showing compassion.
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Attitude
 Shows in Our:






Approach to our work
Respect for what we do
Tone of voice
voice, our words
Body language
Response to those asking for help or talking to
us

Attitude cont’d:
Outward behaviors and things
you say are signs of how you
feel on the inside. They
communicate your feelings to
others far more than your
words.

Expected Behaviors in the general
workplace:
Appearance:
We believe the respect we have for those we serve is reflected
through the manner in which we dress.
Attitude:
We believe a positive approach to any situation directly impacts the
outcome.

Teamwork:

We believe if we all work hard as a team, our strength as a whole
will be seen and appreciated by all in our care.

Service:

We believe in meeting the needs of those we serve with an open
heart, positive intent, compassion and attentiveness to the whole
person: body, mind and spirit.

Communication:
We believe how we use words and actions to share our feelings and
empathize with the feelings of others are key to showing compassion.
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Teamwork:

Teamwork represents
the respect we have for
each other,
other the work we
do and those we serve.

Expected Behaviors in the general
workplace:
Appearance:
We believe the respect we have for those we serve is reflected
through the manner in which we dress.
Attitude:

We believe a positive approach to any situation directly impacts the
outcome.

Teamwork:
We believe if we all work hard as a team, our strength as a whole will
be seen and appreciated by all in our care.

Service:

We believe in meeting the needs of those we serve with an open
heart, positive intent, compassion and attentiveness to the whole
person: body, mind and spirit.

Communication:
We believe how we use words and actions to share our feelings and
empathize with the feelings of others are key to showing compassion.

Perception is Reality
 Why don't we see ourselves the way our patients do?


our activities become routine – new to patient



we have knowledge that our patients do not

 Why don't patients complain?




fear of making caregiver angry
being harmed
nothing will get resolved and making it worse

 Fast Fact: What I perceive doesn’t count – what my

customer perceives is what counts

4

Service:
 While people might expect less from for-profits—they will always

expect kindness and compassion from non-profit institutions.

 Think about what your true job is

Question: What are some examples of a task you do everyday that
can be done either with or without an attitude of service?

Service
 Caring - our gentleness and kindness - helps

a patient, family and friends

Cope with new information
Accept a fea
fearful
ful procedure
 Handle their time in the hospital more
peacefully



Communication
 What percentage of communication is:
 Verbal (Words)
 Tone
 Non-Verbal

___%
___%
___%

7%
38%
55%
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Put yourself in the shoes of our patients, our
families and other departments you rely on.
 How would you like to be spoken to?
 How would ou like someone to enter your room?
 How would you like to have someone tell you no?

Service:
Providing our patients, their families and
each other with quality, compassionate
care and kindness
– in the simplest terms:

Is The Right Thing to DO!

Expected Behaviors in the general
workplace:
Appearance:
We believe the respect we have for those we serve is reflected
through the manner in which we dress.
Attitude:

We believe a positive approach to any situation directly impacts the
outcome.

Teamwork:
We believe if we all work hard as a team, our strength as a whole will
be seen and appreciated by all in our care.
Service:

We believe in meeting the needs of those we serve with an open heart,
positive intent, compassion and attentiveness to the whole person: body,
mind and spirit.

Communication:

We believe how we use words and actions to share our feelings and
empathize with the feelings of others are key to showing compassion.

6

XV. BENEFITS
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Who is Eligible?
Benefit Eligible Employees
Regularly scheduled to work at least 40 hours per pay
period
Unless otherwise specified in your union contract (SEIU 60 hours
per pay period)

Eligible Dependents

• Legally married spouse or registered domestic partner
• Biological, foster, adopted, step children up to age 26
• Any child who is the beneficiary of a Qualified Medical Child
Support Order
• Mentally or physically disabled children who became disabled
before age 19*
*Refer to Blue Shield or HealthNow Evidence of Coverage

Together in Health
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SmartBen Account
www.smartben.com
Your personal customized confidential online benefits account









Enroll in your Benefit Plan annually
Review your Benefit Options and Costs at any time of the year
Calculate payroll deductions
Access your Plan Summaries and Benefit Coverage Documents
Add Dependents and Beneficiaries
Add Benefits for Qualified Life Events
Email Notifications
Year round Benefits resource!

Together in Health
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Getting Started and Enrolling


Enrollment e‐mail should arrive within 2‐3 weeks of your start date,
but is not required to enroll. Add two weeks to your hire date and
mark the next Wednesday in your calendar to begin your enrollment.



You must log in and elect “waive” if you are waiving coverage.



Upload your dependent verification documents online or submit to
your Local Human Resources Department by the date enclosed in
your Enrollment Letter (you will receive a separate email link for this)



Questions?

6

1.

https://www.smartben.com

2.

Local Human Resources Department

3.

The Benefit Services Team at VerityBenefits@verity.org

Together in Health
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How to Log In – Take a Screen Shot Now

‐

• Access the Verity Benefits site:
https://www.smartben.com
Your SmartBen username is:
First Initial of First Name + First 5 of Last Name + birthdate (MMDD).
Your SmartBen Employee password is:
Your 8-digit Date of Birth
Y will
You
ill b
be asked
k d tto change
h
your password
d and
d username upon fi
firstt login
Example: John Williams has a birthdate of 10/20/1990
His username = JWilli1020 and his Password = 10201990

•
•
•

Once logged in, select Begin Enrollment
Click on each Benefit and make your election (turn all the RED lights
GREEN!)
Don t forget to accept and confirm your elections. You will see
“Congratulations” when finished.
Together in Health

7

If You Don’t Take Action…
• You will not have any benefit coverage. Please be advised there
may be tax implications to not having medical insurance. Please
consult your tax advisor.
• You may forfeit any available Cash Back benefit
• You cannot make changes/elections until the next Open Enrollment
(unless you experience a mid‐year Qualifying Life Event)
Do not miss out on your opportunity to enroll in the benefits offered
to you by Verity Health. If you have any questions, please do not
hesitate to contact your local HR Department or Verity Benefit
Services.

Together in Health
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Required Documents
IMPORTANT: When adding a new dependent to the medical, dental
and/or vision plans, you must provide the HR Department or upload to
SmartBen, dependent eligibility documentation
• Marriage Certificate
• Birth/Adoption/Foster Certification
• Most recently filed tax return

Only the page confirming the dependent you wish to add is necessary – Verity does not
need your entire tax return

VERIFICATION IS DUE BY THE END OF YOUR ENROLLMENT PERIOD.
If you fail to meet this deadline, your newly added
dependent(s) will be dis‐enrolled from benefits coverage.

9

Together in Health
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Employee Assistance Program
Verity partners with OptumHealth to provide an Employee
Assistance Program (EAP) for employees & their family
members living at the same address (including Per Diem
Employees).
Free sessions with a Behavioral Health Professional in the
field of…
• Work/Life Issues: Time Management, Stress,
Parenting, financial, legal
• Substance/Chemical Dependency
• Self‐Help Programs
• Assistance in integrating care with your medical
insurance
• Free legal and financial advice over the phone
Together in Health
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Voluntary Long Term Care
Insurance (LTC)
Insurance that helps pay for the type of care needed if you suffer from a
severe cognitive impairment due to an accident, illness or advancing age
and are no longer able to perform daily activities on your own – such as
eating, bathing, dressing, etc.

Enrollment period : Mid-Year through UNUM’s site
Information will be provided at the Mid year Enrollment Fair

Available to Associates and Eligible Family Members
Benefits will be deducted through payroll for Associates
Family Members will be directly billed from UNUM

Guaranteed Issue
•
•
•

Not necessary when enrolling during your initial enrollment period with
Verity.
Evidence Of Insurability (EOI) is always necessary when associates enroll after
the initial enrollment period.
EOI is always necessary for eligible dependents

Together in Health
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Spending Accounts
 Health Care Spending Account
 Contribution: $100 ‐ $2,600 per Plan Year

 Dependent Care(Daycare) Spending

Account
 Contribution : $100 ‐ $5,000 per Plan Year

 IRS Says: “Use‐it or lose‐it”
You must enroll/re‐enroll each calendar year to continue
participating in the Spending Accounts

18

Together in Health
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Life Insurance & AD&D Options
•
•
•

Insurance that pays you or your beneficiaries in the event of your
death accidental death dismemberment or paralysis
Evidence of Insurability required at certain coverage levels
Life insurance for child(ren) – up to age 24

Disability Benefits
•
•
•
•

Insurance that pays you a percentage of your annual base pay if
you are unable to work due to illness or injury
Short Term Disability – Wait period is 14 days and paid up to 180 days
PTO/ESL must be exhausted before payments will begin
Long Term Disability – Wait period is 180 days and paid if continuous
disability up to age 65
All plans integrate with SDI/SS disability and retirement income

Together in Health
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AlliantCHOICE Options
Voluntary Options
 Auto, Home, Purchasing Power, Pet Insurance,

ID Theft Protection, Legal Insurance
 Click on the AlliantCHOICE link in

www smartben.com or register directly at
www.verity.alliantchoiceplus com
 Once enrolled, contact AlliantCHOICE directly

with questions
 You will not see

these elections on your
confirmation statement

 Premiums are deducted from your paycheck
Together in Health
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After You Enroll


You may change your benefits as many times as you like,
through your enrollment date deadline



Review your Confirmation Statement carefully



If you find any errors to personal information (i.e. DOB,
Address, Name spelling, etc),
) make the necessary changes on
the confirmation statement and submit these changes to your
local Human Resources Department/Benefit Services Team by
your deadline date



Keep using your https://www.smartben.com to access the
information you need…anytime.

21
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Qualified Life Events
• If you have a qualified event, you may make a benefit election
within 30 days of the event.
• Examples of Eligible Qualified Events:
–
–
–
–
–

Marriage
Divorce
Birth of a child
Adoption
Gain or loss of other coverage

• Log into your www.smartben.com account and select Life Event to
complete your enrollment.
• You must submit proof of the qualifying event within the 30‐day
window in order for this to be approved.
• You must also submit proof of your dependents, if you are adding
new dependents onto your plan at that time.
Together in Health
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403(b), Match & Retirement Plans
Non‐Union,
CLVNA

SEIU/NUHW/
Local 20/UNAC

C.N.A.

 403(b) voluntary
contributions
 Match on your
403(b)
contributions of
$0.50 up to 6% of
eligible
compensation

 403(b) voluntary
 403(b) voluntary
contributions
contributions
 Match on your 403(b)
 Cash Balance Plan
contributions of $0.35 up
managed by John
to 5% of eligible
Hancock: 4.25%
compensation
contribution by Verity
 Retirement Plan
Account: 3%
contribution funded by
Verity

Employee must have 1000 service hours to receive Verity contributions.
23
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Retirement - 403(b) Plan
Administered by Transamerica
All employees can contribute on a pre-tax basis
• Max annual contribution for 2018 is $18 500
• To participate please contact your local rep:
– Freddy Mauricio
• 818-983-3877 to make appointment
– Contact your local HR for on-site schedule
•
•

24
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Questions?
Go to….. Your

benefits resource account at
https://www.smartben.com

25

•

Your Human Resources Department @
(310)900 8452
(310)900‐8452

•

The Verity Benefit Services Team @
VerityBenefits@verity.org

Together in Health
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Cigna Group Insurance

®

HOW TO REPORT A LEAVE OF ABSENCE
Verity Health Systems
How do I report a short-term disability (STD) claim
and/or family and medical leave (FML)?
Simply do one of the following:
› Call toll-free 888.84.Cigna (24462) or for Español
866.562.8421 between 7:00 am and 7:00 pm CST. A
representative will walk you through the process.
› Create a new leave request online at myCigna.com:
– Select the “Review my Coverage” tab from the
header
– Then select the “Disability/Leave of Absence”
from the drop-down menu
– Click on “Submit a request for a disability or
leave of absence”
You also need to call Management in your department on or
before your first day of absence to report how long you plan
to be absent.
How do I request a USERRA Leave?
Our administration of military leave under the Uniformed
Services Employment and Reemployment Rights Act
(USERRA) requires the employee provide their military
orders to their employer.

› Qualifying exigency reason(s) due to a family
member’s military deployment
› Care for a family member who has incurred a
serious injury or illness in the line of active
military duty
› Alternate state leave* – for yourself or a family
member. Includes leaves permitted by state law for
crime victims and victims of domestic violence
Remember, even though you call Cigna, you still must
call Management in your department on or before your first
day of absence to report how long you expect to be
absent.
What information do I need?
Before you call or go online, please have this
information handy
› Your name, phone number, address, birth date,
Social Security number and reason for your leave
If applicable:
› Date and cause of illness or injury
What happens next?

› Call toll-free 888.84.Cigna (24462) or for Español
866.562.8421 between 7:00 am and 7:00 pm CST
to report your leave.

STD leaves

When do I call?

› After you give us your claim information, you will
be transferred to a recorded message

Call Cigna as soon as you know you will be absent for any of
these reasons
› STD – Immediately, if you plan to be absent from
work due to your own disability
› FML – If you have a serious health condition that
means you cannot do your job and you plan to be
absent from work for:
– T hree days or more
– Hours or days not necessarily in a row
(intermittent)
– A hospitalization for any amount of time
Or for one of the following:
› Birth of a child and care of a newborn child
› Placement of a child with you for adoption or
foster care
› Care for a spouse, child or parent with a serious
health condition

During the call, we will ask you for your permission to get
your medical information. Here is how it works:

› Listen to the recording and answer “yes” or “no” to
the questions
› At the end of the recording, say “yes” if you give
permission or “no” if you do not
› You can cancel your permission at any time by
calling your Cigna claim manager
After the call, Cigna will send you a letter. It will include a
copy of the recorded message for your records. It will also
include a form that gives us permission to get other
information we may need to finish processing your claim.
Please sign and return that form. Check with your doctor to
see if there are any other forms you need to sign.
A Cigna claim manager will call you and your employer for a
list of your job requirements. The claim manager will also call
your doctor for your medical records. This information will
help us figure out how long you may be out of work, and the
benefits you may be able to receive.
continued on the back

FML leaves
You will receive correspondence from Cigna containing
information about your request and, if applicable,
instructions for any paperwork will be included.
What happens if my STD claim is approved?
› Cigna will send you an approval letter that shows
the date you are expected to return to work

What happens if you are eligible for CA State Disability
Insurance (SDI) (CA employees only)?
Your leave may qualify you for benefits through the State
Disability Insurance (SDI) program under California law. To
apply for benefits through the CA state, please call Employment
Development Department (EDD) at 888.480.3287 or visit the

› You will get separate information about your
approval under the FMLA

website at www.edd.ca.gov. Please contact the EDD

› Cigna will tell your employer that we approved
your claim, and the date you plan to return to
work.

program.

What happens if my STD claim is denied?
› Cigna will send you a letter that explains why.
The letter will also tell you how you can appeal the
decision
› Cigna will let your employer know the claim is
denied
› You should call your Manager when you get the letter
to discuss your return-to- work date
If your STD benefits are denied, you may still be eligible for
leave under the FMLA for your own serious health condition.
Cigna will send you more information about FMLA and your
eligibility.
What can I expect while I am out?
Your Cigna claim manager will stay in touch to help you return
to work quickly and safely. We may work with you, your
doctor and your employer to talk about different work
options. This may include an
adjustment to your job or work schedule
What should I do when it is time to return to work?
› Call your Cigna claim manager and/or leave
manager to tell them your return-to-work date.
› Call your Manager to let them know the date you
will be returning to work and provide your Human Resources
department a return-to-work note prior to
returning.

to file a claim or answer any questions about the
Please NOTE that you are required to provide
your short-term disability (STD) claim manager with your CA
SDI award amount. This will ensure that your claim is adjusted
accurately and any additional payment is provided to you, if
applicable.
Questions?
Call 888.84.Cigna (24462) or for Español
866.562.8421. A Cigna representative is available to help you
between 8:00 am and 5:00 pm CST.
Cut and carry for easy reference
How to report a disability claim and/or family and
medical leave: 888.84.Cigna (24462) or for
Español 866.562.8421. Visit: myCigna.com.
Please have this information handy:
› Your name, address, phone number, birth date,
Social Security number and your date of hire
› Date of your claim and when you plan to return
to work. If you are pregnant, give your expected
delivery date
› Name, address and phone number of each
Doctor you are seeing for this absence

What if I cannot return to work on the date my leave
is expected to end?
› Call Cigna to talk about the situation with your
claim manager and/or leave manager. They will call your
doctor for an update.
› Call your Human Resources department to let the
know when you plan to return to work.
What if I need more information?
Cigna has a website that provides useful information for you
and your family members – from submitting a disability claim
and what comes next, to what you need to know about FML,
to information that can help you manage a specific
condition at work, and even how to access valuable
programs offered with your plan at no additional cost to you.
Please visit the website at Cigna.com/workwellness.

All Cigna products and services are provided exclusively by or through operating subsidiaries of Cigna
Corporation, including Life Insurance Company of North America and Cigna Life Insurance
Company of New York. The Cigna name, logo, and other Cigna marks are owned by Cigna Intellectual
Property, Inc. 893831 07/16 © 2016 Cigna. Some content provided under license.
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Title 11, California Code of Regulations,§ 999.5(d)(5)(E)
Exhibit 5

#20

Title 11, California Code of Regulations, § 999.5(d)(5)(F)

For each health facility that is the subject of the agreement or transaction, all existing
documents setting forth any guarantees made by any entity that would be taking over
operation or control of the health facilities subject to the transaction relating to employee
job security and retraining, or the continuation of current staffing levels and policies,
employee wages, salaries, benefits, working conditions and employment protections
Pursuant to the APA, Prime is obligated to make offers of employment to substantially all Hospital
Employees (as defined in the APA), which includes employees of Applicant and Applicant’s
affiliates that employ individuals at the Hospitals and other employees as scheduled in the APA.
See the Asset Purchase Agreement for additional details, which is attached to Section
999.5(d)(1)(B) as Exhibit 1.

#21

Title 11, California Code of Regulations, § 999.5(d)(5)(G)

If the transaction will have any impact on reproductive healthcare services provided by any
facility that is the subject of transaction, or any impact on the availability or accessibility of
reproductive healthcare services, a description of all reproductive healthcare services
provided in the last five years by each health facility that is the subject of the transaction
The Transaction is not expected to have any impact on reproductive healthcare services.

#22

Title 11, California Code of Regulations, § 999.5(d)(5)(H)

Statement describing all effects that the proposed agreement or transaction may have on
healthcare services provided by the facility including, but not limited to, any changes in the
types or levels of medical services that may be provided at the facility and a statement of
how the proposed transaction may affect the availability and accessibility of healthcare in
the affected communities
The proposed Transaction is expected to have a positive effect on the delivery of healthcare
services in the affected communities by improving operational efficiency and preserving the
Hospital as a vital community asset.
As outlined in Schedule 5.8(c) to the APA, attached to this Section 999.5(d)(5)(H) as Exhibit 1,
with limited exceptions and adaptations to conform to the present Transaction and parties, Prime
has agreed to honor the conditions set forth in the Attorney General’s Decision dated September
25, 2019, conditionally consenting to the proposed sale of the assets of the Hospitals, including
St. Francis Medical Center, to Strategic Global Management, Inc. (the “2019 Conditions”). See,
also Exhibit 2, comparing Schedule 5.8(c) to the APA with the 2019 Conditions for St. Francis
Medical Center.
By agreeing to these conditions and other commitments in the APA, Prime has committed itself
to making substantial, multi-year investments aimed at ensuring ongoing access to key
healthcare services in the communities historically served by the Applicant. For example, Prime
is committed to continuing to operate the Hospital as a general acute care hospital, maintaining
policies for the treatment of indigent patients at the Hospital, participating in Medicare and
Medi-Cal programs, and making significant capital investment in the Hospital’s facilities.
Other of Prime’s specific commitments include:
•

Charity Care – providing an annual amount of charity care at the Hospital equal to
or greater than $8,000,000 for at least six years following the closing of the proposed
Transaction.

•

Preservation of Services – continuing to operate the Hospital as a general acute care
hospital for at least ten years following the closing of the proposed Transaction and
offering open emergency departments, subject to physician availability, the needs of
the community, and financial viability. No patient will be turned away from the
emergency room because of their age, race, religion, gender, sexual orientation,
payment source or inability to pay.

•

No Service Restrictions – not imposing any specific restrictions on the type or level
of medical services that may be provided at the Hospital following the closing of the
proposed Transaction.

Title 11, California Code of Regulations,§ 999.5(d)(5)(H)
Exhibit 1

Exhibit 5.8(c) to APA
Accepted Conditions (Attorney General)

See attached.
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Conditions to the Sale of St. Francis Medical Center1 and Approval of the Asset Purchase
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC,
St. Francis Medical Center and Prime Healthcare Services, Inc. (“Purchaser”)
These Conditions shall be legally binding on Verity Health System of California, Inc., a California
nonprofit public benefit corporation, Verity Holdings, LLC, a California limited liability company,
St. Francis Medical Center, a California nonprofit public benefit corporation, and St. Francis
Medical Center Foundation, a nonprofit public benefit corporation and Purchaser, a Delaware
corporation, any other subsidiary, parent, general partner, limited partner, member, affiliate,
successor, successor in interest, assignee, or person or entity serving in a similar capacity of any
of the above-listed entities including, but not limited to, any entity succeeding thereto as a result
of consolidation, affiliation, merger, or acquisition of all or substantially all of the real property or
operating assets of St. Francis Medical Center, or the real property on which St. Francis Medical
Center is located, any and all current and future owners, lessees, licensees, or operators of St.
Francis Medical Center, and any and all current and future lessees and owners of the real property
on which St. Francis Medical Center is located.
The transaction conditionally approved by the Attorney General consists of _____________.
All the entities listed in Condition I, and any other parties referenced in the above agreements shall
fulfill the terms of these agreements or documents and shall notify and obtain the Attorney
General’s approval in writing of any proposed modification or rescission of any of the terms of
these agreements or documents. Such notifications shall be provided at least sixty days prior to
their effective date in order to allow the Attorney General to consider whether they affect the
factors set forth in Corporations Code section 5917 and obtain the Attorney General’s approval.
For ten years from the closing date of the Asset Purchase Agreement, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and all future owners, managers, lessees,
licensees, or operators of St. Francis Medical Center shall be required to provide written notice to
the Attorney General sixty days prior to entering into any agreement or transaction to do any of
the following:
Sell, transfer, lease, exchange, option, convey, manage, or otherwise dispose of St. Francis Medical
Center;
Transfer control, responsibility, management, or governance of St. Francis Medical Center. The
substitution, merger or addition of a new member or members of the governing body of Purchaser
that transfers the control of, responsibility for or governance of St. Francis Medical Center, shall
be deemed a transfer for purposes of this Condition. The substitution or addition of one or more
members of the governing body of Purchaser, or any arrangement, written or oral, that would
transfer voting control of the members of the governing body of Purchaser shall also be deemed a
transfer for purposes of this Condition.

1

Throughout this document, the term “St. Francis Medical Center” shall mean the general acute care hospital located
at 3630 East Imperial Highway, Lynwood, CA 90262, and any other clinics, laboratories, units, services, or beds
included on the license issued to St. Francis Medical Center by the California Department of Public Health, effective
January 1, 2019, unless otherwise indicated.
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For ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical Center
shall be operated and maintained as a licensed general acute care hospital (as defined in California
Health and Safety Code Section 1250) and shall maintain and provide 24-hour emergency and
trauma medical services at no less than current2 licensure and designation with the same types
and/or levels of services, including the following:
46 emergency treatment stations at a minimum;
Designation as a Level II Trauma Center;
Designation as a 5150 Receiving Facility, as defined by the Welfare and Institutions
Code, section 5150, for behavioral health patients under involuntary evaluation;
Psychiatric evaluation team;
Designation as an Emergency Department Approved for Pediatrics (EDAP);
Designation as a Paramedic Base Station; and
Certification as a Primary Stroke Center.
Purchaser must give one-year advance written notice to the Los Angeles County Emergency
Medical Services Agency and the California Department of Public Health if St. Francis Medical
Center seeks to reduce trauma or trauma-related care services or stop operating the Level II Trauma
Center after ten years from the closing date of the Asset Purchase Agreement.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
shall maintain on-call coverage contracts and/or comparable coverage arrangements with
physicians that are necessary to retain its qualification as a Level II trauma center. The following
on-call coverage contracts and/or comparable coverage arrangements are required to retain St.
Francis Medical Center’s status as a Level II trauma center:
Neurology;
Obstetrics/gynecology;
Ophthalmology;
Oral or maxillofacial or head and neck;
Orthopedic
Plastic surgery;
Reimplantation/microsurgery capability (this surgical service may be provided through
a written transfer agreement); and
Urology.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the following services at current licensure, types, and/or levels of services:
Cardiac services, including three cardiac catheterization labs and the designation as a
STEMI Receiving Center;
Critical care services, including a minimum of 36 intensive care unit beds or 24
intensive care beds and 12 definitive observation beds;
Neonatal intensive care services, including a minimum of 29 neonatal intensive care
beds, and at minimum, maintaining a Level II NICU;
2

The term “current” or “currently” throughout this document means as of January 1, 2019.
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Women’s health services, including women’s imaging services;
Pediatric services, including a designated area with at least five general acute care beds
for pediatric services;
Orthopedic and rehabilitation services;
Wound care services;
Behavioral health services, including a minimum of 40 distinct part inpatient acute
psychiatric beds; and
Perinatal services, including a minimum of 50 perinatal beds.
Purchaser shall not place all or any portion of its above-listed licensed-bed capacity or services in
voluntary suspension or surrender its license for any of these beds or services.
For at least ten years from the closing date of the Asset Purchase Agreement, St. Francis Medical
Center shall maintain the same types and/or levels of women’s healthcare services currently
provided at the location below or a location within three miles of St. Francis Medical Center:
Family Life Center at St. Francis Medical Center, located at 3630 E Imperial Highway,
Lynwood, California.
For at least five years from the closing date of the Asset Purchase Agreement, Purchaser shall
either: (1) operate clinics (listed below) with the same number of physicians and mid-level
provider full-time equivalents in the same or similar alignment structures, or (2) sell the clinics
(listed below) with the same number of physician and mid-level provider full-time equivalents and
require the purchaser(s) to maintain such services for 5 years from the closing date of the Asset
Purchase Agreement and to participate in the Medi-Cal and Medicare programs as required in the
conditions herein, or (3) ensure that a third party is operating the clinics (listed below) with the
same number of physician and mid-level provider full-time equivalents and require the third party
to maintain such services for 5 years from the closing date of the Asset Purchase Agreement and
to participate in the Medi-Cal and Medicare programs as required in the conditions herein. For
any of these options, each clinic can be moved to a different location within a three-mile radius of
each clinic’s current location, and St. Francis Medical Center can utilize an alternative structure in
providing such services. The following clinic is subject to this condition:
Orthopedic services at 3628 E. Imperial Highway, Suite 300, Lynwood, California.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall:
Be certified to participate in the Medi-Cal program at St. Francis Medical Center;
Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal Managed
Care Plans to provide the same types and levels of emergency and non-emergency services at St.
Francis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-Cal and Medi-Cal
Managed Care) as required in these Conditions, on the same terms and conditions as other similarly
situated hospitals offering substantially the same services, without any loss, interruption of service
or diminution in quality, or gap in contracted hospital coverage, unless the contract is terminated
for cause or not extended or renewed by the Medi-Cal Managed Care Plan:
Local Initiative: L.A. Care Health Plan or its successor; and
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Commercial Plan: Health Net Community Solutions, Inc. or its successor.
If Purchaser questions whether it is being reimbursed on the same terms and conditions as other
similarly situated hospitals offering substantially the same services, it shall notify the Attorney
General’s Office with at least 120 days’ notice prior to taking any action that would effectuate any
loss, interruption of service or diminution in quality, or gap in contracted hospital coverage or prior
to giving any required notice of taking such action.
Be certified to participate in the Medicare program by maintaining a Medicare Provider Number
to provide the same types and levels of emergency and non-emergency services at St. Francis
Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare Managed
Care), on the same terms and conditions as other similarly situated hospitals, as required in these
Conditions.
For six fiscal years from the closing date of the Asset Purchase Agreement, Purchaser shall provide
an annual amount of Charity Care (as defined below) at St. Francis Medical Center equal to or
greater than $8,000,000 (the Minimum Charity Care Amount). For purposes hereof, the term
“charity care” shall mean the amount of charity care costs (not charges) incurred by Purchaser in
connection with the operation and provision of services at St. Francis Medical Center. The
definition and methodology for calculating “charity care” and the methodology for calculating
“costs” shall be the same as that used by Office of Statewide Health Planning Development
(OSHPD) for annual hospital reporting purposes.3
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the closing date of
the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any,
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in
the Los Angeles-Long Beach-Anaheim Average Base Period: 1982-84=100 (CPI-LA, as published
by the U.S. Bureau of Labor Statistics).
If the actual amount of charity care provided at St. Francis Medical Center for any fiscal year is
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced
Consumer Price Index) required for such fiscal year, Purchaser shall pay an amount equal to the
deficiency to one or more tax-exempt entities that provide direct healthcare services to residents
in the St. Francis Medical Center’s service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such
payment(s) shall be made within six months following the end of such fiscal year.
For six fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall provide
an annual amount of Community Benefit Services at St. Francis Medical Center equal to or greater
3

OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, “the determination of
what is classified as . . . charity care can be made by establishing whether or not the patient has the ability to pay. The
patient’s accounts receivable must be written off as bad debt if the patient has the ability but is unwilling to pay off
the account.”
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than $1,139,301 (the “Minimum Community Benefit Services Amount”) exclusive of any funds
from grants. For six fiscal years, the following community benefit programs and services shall
continue to be offered at its current or equivalent location:
Southern California Crossroads Program;
Health Benefit Resource Center;
Welcome Baby Program;
Healthy Community Initiatives;
American Career College access for onsite training;
Paramedic Training and Education; and
Patient Transportation support.
The planning of, and any subsequent changes to, the community benefit services provided at St.
Francis Medical Center shall be decided after consultation with the Local Governing Board of
Directors.
Purchaser’s obligation under this Condition shall be prorated on a daily basis if the effective date
of the Asset Purchase Agreement is a date other than the first day of Verity Health System of
California, Inc.’s fiscal year.
For the second fiscal year and each subsequent fiscal year, the Minimum Community Benefit
Services Amount shall be increased (but not decreased) by an amount equal to the Annual Percent
increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for All Urban
Consumers in the Los Angeles-Long Beach-Anaheim Average Base Period: 198284=100 (CPILA, as published by the U.S. Bureau of Labor Statistics).
If the actual amount of community benefit services provided at St. Francis Medical Center for any
fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted pursuant
to the above-referenced Consumer Price Index) required for such fiscal year, Purchaser shall pay
an amount equal to the deficiency to one or more tax-exempt entities that provide community
benefit services for residents in St. Francis Medical Center’s service area (31 ZIP codes), as
defined on as described on page 54 in the Healthcare Impact
Report authored by JD Healthcare dated August 16, 2019. (Exhibit 1.) Such payment(s) shall be
made within six months following the end of such fiscal year.
For at least ten years from the closing date of the Asset Purchase Agreement unless otherwise
indicated, Purchaser shall maintain its contracts and any amendments and exhibits thereto with the
City and/or County of Los Angeles for services, including the following:
Participation in the Hospital Preparedness Program between the Hospital and Los
Angeles County;
Department of Mental Health Legal Entity Contract between the Hospital and Los
Angeles County;
Paramedic Base Hospital Services between the Hospital and Los Angeles County;
Radiation Therapy Services between the Hospital and Los Angeles County;
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Designation Agreement between the County of Los Angeles Department of Mental
Health (LAC-DMH) and the Hospital and approved as a 72-hour Evaluation and
Intensive Treatment facility;
Trauma Center Service Agreement between the Hospital and Los Angeles County; and
Paramedic Training Institute Students between the Hospital and Los Angeles County.
For at least ten years from the closing date of the Asset Purchase Agreement, Purchaser shall
provide to the Los Angeles County Department of Health Services and Los Angeles County of
Department of Mental Health information and documents related to staffing assessments, clinical
guidelines, services provided, and technology needs for St. Francis Medical Center. The goal is
to ensure that Purchaser’s decisions or changes in these areas will not be motivated by a desire to
move away from serving the Medi-Cal population. Such information and documents will also be
provided to the Local Governing Board.
For ten years from the closing date of the Asset Purchase Agreement, Purchaser shall have at St.
Francis Medical Center a Local Governing Board of Directors. Purchaser shall consult with the
Local Governing Board of Directors prior to making changes to medical services, community
benefit programs, making capital expenditures, including making changes to the charity care and
collection policies, and making changes to charity care services provided at St. Francis Medical
Center. The members of the Local Governing Board shall include physicians from St. Francis
Medical Center’s medical staff, St. Francis Medical Center’s Chief of Staff, one member
designated by the Los Angeles County Board of Supervisors, and community representatives from
St. Francis Medical Center’s primary service area (31 ZIP codes), as described on page 54 in the
Healthcare Impact Report authored by JD Healthcare dated August 16, 2019 attached hereto as
Exhibit 1, including at least one member from a local healthcare advocacy group. Such
consultation shall occur at least sixty days prior to the effective date of such changes or actions
unless done so on an emergency basis. The Local Governing Board’s approval is required of all
reports submitted to the Attorney General regarding compliance with these Conditions.
Purchaser shall commit to reserve or expend for St. Francis Medical Center for capital
improvements to the hospital over the five-year period from the closing of the Asset Purchase
Agreement, the amount of capital that remains unexpended from the $180 million commitment
required of Blue Mountain Capital Management, LLC as part of the Attorney General Conditions
approved on December 3, 2015 but this amount can be no less than $5.8 million among St. Francis
Medical Center, Seton Medical Center and St. Vincent Medical Center. Purchaser understands
that such condition has previously been satisfied but will still commit to expend approximately
$35 million on St. Francis Medical Center over the five-year period from the closing of the Asset
Purchase Agreement.
Purchaser shall commit the necessary investments required to maintain OSHPD seismic
compliance requirements at the Hospital through 2030 under the Alfred E. Alquist Hospital
Facilities Seismic Safety Act of 1983, as amended by the California Hospital Facilities Seismic
Safety Act, (Health & Safety. Code, § 129675-130070).
Purchaser shall maintain privileges for current medical staff who are in good standing as of the
closing date of the Asset Purchase Agreement. Further, the closing of the Asset Purchase
Agreement shall not change the independence of the medical staff.
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There shall be no discrimination against lesbian, gay, bisexual, or transgender individuals at St.
Francis Medical Center, and no restriction or limitation on providing or making reproductive
health services available at St. Francis Medical Center, its medical office buildings, or at any of its
facilities. Both of these prohibitions shall be set forth in Purchaser’s written policies, adhered to,
and strictly enforced.
For eleven fiscal years from the closing date of the Asset Purchase Agreement Purchaser shall
submit to the Attorney General, no later than four months after the conclusion of each fiscal year,
a report describing in detail compliance with each Condition set forth herein. The Chairman of
the Board of Directors of Purchaser shall certify that the report is true, accurate, and complete and
provide documentation of the review and approval of the report by the Local Governing Board.
At the request of the Attorney General, all parties listed in Condition I, Verity Health System of
California, Inc., Verity Holdings, LLC, Purchaser, and any other parties referenced in the
agreements listed in Condition II shall provide such information as is reasonably necessary for the
Attorney General to monitor compliance with these Conditions and the terms of the transaction as
set forth herein. The Attorney General shall, at the request of a Party and to the extent provided
by law, keep confidential any information so produced to the extent that such information is a trade
secret or is privileged under state or federal law, or if the private interest in maintaining
confidentiality clearly outweighs the public interest in disclosure.
Once the Asset Purchase Agreement is closed, and so long as such actions are consistent with the
Asset Purchase Agreement, all parties listed in Condition I, and any other parties referenced in the
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the
applicability and compliance with each and every Condition and to have waived any right to seek
judicial relief with respect to each and every Condition.
The Attorney General reserves the right to enforce each and every Condition set forth herein to the
fullest extent provided by law. In addition to any legal remedies the Attorney General may have,
the Attorney General shall be entitled to specific performance, injunctive relief, and such other
equitable remedies as a court may deem appropriate for breach of any of these Conditions.
Pursuant to Government Code section 12598, the Attorney General’s office shall also be entitled
to recover its attorney fees and costs incurred in remedying each and every violation.
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Title 11, California Code of Regulations,§ 999.5(d)(5)(H)
Exhibit 2

#23

Title 11, California Code of Regulations, § 999.5(d)(5)(I)

Description and copy of all current contracts between the applicant and the city in which
the applicant is located and current contracts between the applicant and the county in
which the applicant is located for each health facility subject to the transaction
Attached to this Section 999.5(d)(5)(I) as Exhibit 1 is a chart listing all applicable city and county
contracts and a copy of each contract.

Title 11, California Code of Regulations,§ 999.5(d)(5)(I)
Exhibit 1

Exhibit 1A

Exhibit 1B

Exhibit 1C

Exhibit 1D

Exhibit 1E

Exhibit 1F

Exhibit 1G

Exhibit 1H

Exhibit 1I
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Title 11, California Code of Regulations, § 999.5(d)(5)(J)

Description of compliance with the Alfred E. Alquist Hospital Facilities Seismic Safety Act of
1983, as amended by the California Hospital Facilities Seismic Safety Act, for each health
facility that is the subject of the affiliation
All of St. Francis Medical Center’s inpatient hospital facilities are at least SPC-3 compliant. Its
Family Life Center and New Hospital Tower, constructed in 1996 and 2000 respectively, are
SPC-5 compliant. St. Francis Medical Center’s psychiatric and skilled nursing facility beds are
located in an SPC-1 building. There are perinatal beds on the St. Francis Medical Center license
that are located on 2E in the building housing the psychiatric and skilled nursing facility beds.
These beds are now part of the Hospital’s COVID-19 surge plan but would not otherwise be used
for inpatient hospital services. Other than this building, all of St. Francis Medical Center’s
facilities are NPC-2 compliant and have been granted OSHPD SB499 NPC-3 extension to 2030.

#25

Title 11, California Code of Regulations, § 999.5(d)(5)(K)

A description of each measure proposed by the applicant to mitigate or eliminate any
significant adverse effect on the availability or accessibility of healthcare services to the
affected communities by the transaction
The proposed Transaction is not expected to have an adverse effect on the availability or
accessibility of healthcare services. Indeed, the parties anticipate that the proposed Transaction
will generally provide greater availability and accessibility of healthcare services to the affected
communities since Prime, as the new operator, will not have the same financial challenges and
constraints the Applicant has had.
Most critically, the proposed Transaction will allow St. Francis Medical Center to remain open
with the financial resources to thrive. Real, concrete and harmful healthcare deficits would result
in the communities serviced by St. Francis Medical Center if its future were put in jeopardy by
another failed sale, especially in light of the current COVID-19 pandemic and need for more
acute care, ICU and trauma services in the state and communities served by the Hospital. The
proposed Transaction with Prime was chosen by the VHS Board because it offered the best
comprehensive solution to the urgent need for a strong, stable platform for St. Francis Medical
Center’s ongoing service to the communities it serves. Prompt completion of the proposed
Transaction offers those communities the best hope of mitigation or elimination of the risk of the
greatest harm, closure of St. Francis Medical Center.
In addition, the parties anticipate that the history of quality healthcare services provided at St.
Francis Medical Center will be maintained through the proposed Transaction. The quality of care
provided by Prime hospitals in California, measured by objective national standards, is
indisputable.
Finally, although Prime is a for-profit entity, it has committed to providing $8,000,000 in charity
care at St. Francis Medical Center, while also committing to maintain many needed healthcare
services as outlined in Schedule 5.8(c) to the APA, attached as Exhibit 1 to Section
999.5(d)(5)(H) and further described in the narrative response to that Section. 7

Although Prime did not include as a condition that it maintain cancer care at St. Francis Medical Center, Prime has
no intention of stopping cancer services and instead plans to provide cancer care as may be needed by the
community. The current volume of cancer care patients is relatively low at St. Francis Medical Center and this is
likely caused by the presence of alternative cancer care service providers in the area. If there continues to be a
community need for this service line at St. Francis Medical Center, then Prime will continue to offer it.
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POSSIBLE EFFECT ON COMPETITION
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If a Premerger Notification and Report Form is required to be submitted to the Federal
Trade Commission under the Hart-Scott-Rodino Antitrust Improvement Act of 1976, a brief
analysis of the possible effect of the transaction on each health facility that is subject to the
transaction on competition and market share in any relevant product or geographic market
The Applicant is located at St. Francis Medical Center, 3630 East Imperial Highway Lynwood,
California 90262.
Prime operates eight healthcare facilities in Los Angeles and Orange Counties, spread out over
50 miles. Within the same 20 mile radius within which the health facilities of Prime and the
Applicant are located, there are also several large and reputable hospitals that are not affiliated
with Prime and are significant competitors, including but not limited to Adventist Health White
Memorial (293 beds), Beverly Hospital (202 beds), Cedars-Sinai Medical Center (889 beds),
Dignity Health California Hospital Medical Center – Los Angeles (318 beds), Huntington
Memorial Hospital (578 beds), Keck Hospital of the University of Southern California (401
beds), PIH Health Good Samaritan Hospital (408 beds), and UCLA Medical Center (445 beds).
Additionally, there are a number of non-acute hospital competitors in the area such as
ambulatory surgery centers, outpatient practices, and intermediate care facilities. Given the
number of other larger, reputable competitors in the area, the parties do not anticipate that the
proposed Transaction will have a material effect on competition or market share in the
Applicant’s geographic market.
The parties to the Transaction have submitted the appropriate HSR Premerger Notification and
Report and all necessary exhibits and attachments pursuant to the Hart-Scott-Rodino Antitrust
Improvement Act of 1976, as amended, to the Federal Trade Commission and the United States
Department of Justice, Antitrust Division. Copies will be provided under separate cover as a
confidential document in accordance with Section 999.5(c)(3).
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Copy of the Premerger Notification and Report Form as filed with the Federal Trade
Commission pursuant to the Hart-Scott-Rodino Antitrust Improvement Act of 1976

Refer to Section 999.5(d)(6)(A).

Title 11, California Code of Regulations, § 999.5(d)(7)

OTHER PUBLIC INTEREST FACTORS
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Other Public Interest Factors

The future of St. Francis Medical Center is uncertain if there is another failed sale.
As outlined in greater detail above, from 1995 through 2015, DCHS was plagued by operating
losses, the threat of bankruptcy, and hospital closure, as evidenced by the closure of its Robert F.
Kennedy Medical Center in Hawthorne, California in 2004. Despite extensive efforts to address
these financial challenges, including through an affiliation with Catholic Healthcare West,
multiple bond issuances, a substantial donation from the Daughters of Charity Foundation and a
subsequent affiliation with Ascension, operating losses continued to plague the system. In
October of 2014, DCHS entered in to an agreement with the Original Prime Purchasers to sell the
health system. In early 2015, the California Attorney General consented to this sale, subject to
conditions that the Original Prime Purchasers determined were too onerous to accept, and the
Original Prime Purchasers were unable to agree upon mutually acceptable modified conditions.
The transaction with the Original Prime Purchasers did not proceed as a result and extensive
litigation ensued.
In July of 2015, the BlueMountain Transaction was approved by the DCHS Board of Directors.
At that time, MDS Consulting determined that DCHS was no longer viable as a hospital system
without bankruptcy protection or additional financial support. The Attorney General approved the
BlueMountain Transaction on December 3, 2015 imposing significant conditions ranging from 5
to 15 years in duration, many of which limited VHS’ ability to adjust to market conditions or to
modify hospital operations to respond to community needs and support ongoing financial health.
Notwithstanding a large infusion of cash, retention of experts, and a new management team and
structure, the health system continued to incur significant financial losses following the
BlueMountain Transaction. The legacy burden of more than a billion dollars of bond debt and
unfunded pension liabilities, the inability to renegotiate collective bargaining agreements or payor
contracts, the continuing need for significant capital expenditures to address seismic obligations,
and an aging infrastructure and the challenges facing the hospital industry more generally became
insurmountable. Unable to pay its bills, VHS had no choice but to initiate the Bankruptcy Cases in
an effort to protect the longstanding legacy of the Daughters of Charity with the hope of shedding
debt and liabilities so that a new operator could step in and operate the Hospitals in a manner that
would best address and support the needs of the communities they serve.
The VHS Board concluded that Prime is a buyer who would maintain the healthcare
characteristics of St. Francis Medical Center and continue patient care while providing the best
and highest purchase price for the assets. Indeed, despite extensive ongoing marketing and
discussions, VHS received only one qualified bid. The VHS Board reviewed the final bid and
after applying the requirements of the Bankruptcy Court approved bid procedures, approved
Prime as the winning bidder on April 9, 2020.

Prime is one of the nation’s leading health systems with hospitals across the country and a
proven track record of having saved struggling hospitals over the last 20 years without ever
selling or closing a hospital. Prime has both the financial strength and operational skill to
immediately stabilize St. Francis’ operations and ensure access to care as Los Angeles County’s
most vulnerable residents battle the pandemic threat from COVID-19 in the coming weeks and
months. Prime has been working around the clock to care for thousands of COVID-19 patients
since the start of this public health crisis. Prime currently has hundreds of COVID-19 patients
admitted in its hospitals in 14 states including significant surges in New Jersey and Michigan.
Prime’s 15 California hospitals have been seeing significant increases in COVID-19 patients
since last week and have rigorously prepared for an expected peak surge in the next two weeks.
Prime is constantly updating clinical protocols, meticulously managing the use of critical
supplies and equipment, and navigating daily workforce disruption due to illness and childcare
needs. Prime is truly on the front lines of this battle and is leading the way with its hospitals such
as Saint Michael’s Medical Center in Newark, New Jersey, which was recently selected as one of
only a handful of hospitals around the world to participate in clinical trials for the potentially
game-changing antiviral drug, Remdesivir. This experience will be critical to turning around St.
Francis’ operations under incredibly challenging circumstances.
Importantly, Prime has agreed to close on the acquisition of St. Francis Medical Center provided
that any conditions imposed by the California Attorney General’s office are “substantially
consistent” with the Purchaser Approved Conditions enumerated in Schedule 5.8(c) to the APA,
which is attached to Section 999.5(d)(5)(H) as Exhibit 1. If the Attorney General imposes
conditions that are materially different from these Purchaser Approved Conditions, Applicant has
the right to challenge these conditions in the context of the Bankruptcy Cases. Notwithstanding
the right to, or outcome of, any such challenge, to the extent the Attorney General imposes
conditions on this Transaction that are overburdensome or unreasonably inhibit the ability of
Prime to provide healthcare services in a manner that aligns with the needs of the communities
served by St. Francis Medical Center and that allows St. Francis Medical Center to be financially
viable, this would likely prevent the Transaction from closing and could very well inhibit another
buyer from coming forward and pursuing an acquisition of St. Francis Medical Center.
To the extent the Transaction does not close, at best it would take months before a new purchaser
is identified and approved, a purchase agreement finalized, and a new submission to the Attorney
General is prepared, reviewed, and ultimately approved (as was the case after the failed
transaction with SGM). This uncertainty would be burdensome and challenging for St. Francis
and its staff and community, and could place the future of St. Francis Medical Center at risk.

Title 11, California Code of Regulations, § 999.5(d)(8)

BOARD RESOLUTION AUTHORIZING FILING OF NOTICE
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Resolution of the board of directors of the applicant authorizing the filing of the written
notice and a statement by the chair of the board that the contents of the written notice are
true, accurate and complete
1. Attached to Section 999.5(d)(1)(C) as Exhibits 6 and 7 are the board resolutions
authorizing the filing of the written notice.
2. Attached to this Section 999.5(d)(8) as Exhibit 1 is the statement of the chair of the
board that the contents of the written notice are true, accurate, and complete.

Title 11, California Code of Regulations,§ 999.5(d)(8)
Exhibit 1

Title 11, California Code of Regulations, § 999.5(d)(9)
TRANSFEREE INFORMATION

Attached to this Section 999.5(d)(9) as Exhibit 1 are copies of Prime Healthcare Services, Inc.
Articles of Incorporation and Bylaws.
Attached to this Section 999.5(d)(9) as Exhibit 2 are the forms of charity care and discount
payment policies Prime Healthcare Services, Inc. intends to use for use at the facilities after the
completion of the proposed Transaction.
The purchaser is requesting confidential treatment for the financial statements of Prime
Healthcare Services, Inc. and has provided copies to the Attorney General under separate cover
in accordance with Section 999.5(c)(3).

Title 11, California Code of Regulations,§ 999.5(d)(9)
Exhibit 1

BY-LAWS
OF
PRIME HEALTHCARE SERVICES, INC.

ARTICLE I
STOCKHOLDERS
. All meetings of the stockholders of
Section 1.1
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the Corporation shall be held at such place or places, within or outside the State of Delaware,
as may be fixed by the Board of Directors from time to time or as shall be specified in the
respective notices thereof.
Section 1.2
Date, Hour and Purpose of Annual Meetings of Stockholders. Annual
Meetings of Stockholders, commencing with the year 2001, shall be held on such day and at
such time as the Directors may determine from time to time by resolution, at which meeting
the stockholders shall elect, by a plurality of the votes cast at such election, a Board of
Directors, and transact such other business as may properly be brought before the meeting. If
for any reason a Board of Directors shall not be elected at the Annual Meeting of
Stockholders, or if it appears that such Annual Meeting is not held on such date as may be
fixed by the Directors in accordance with the provisions of the By-laws, then in either such
event the Directors shall cause the election to be held as soon thereafter as convenient.
Special meetings of the
Section 1.3
Special Meetings of Stockholders.
stockholders entitled to vote may be called by the Chairman of the Board, the Vice Chairman
of the Board, the President or any Vice President, the Secretary or by the Board of Directors,
and shall be called by any of the foregoing at the request in writing of stockholders owning a
majority in amount of the entire capital stock of the Corporation issued and outstanding and
entitled to vote. Such request shall state the purpose or purposes of the meeting.
Section 1.4
Notice of Meetings of Stockholders. Except as otherwise expressly
required or permitted by the laws of Delaware, not less than ten days nor more than sixty days
be
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record entitled to vote at such meeting written notice stating the place, day and hour of the
meeting and, in the case of a special meeting, the purpose or purposes for which the meeting
is called. Such notice, if mailed, shall be deemed to be given when deposited in the United
States mail, with postage thereon prepaid, addressed to the stockholder at the post office
address for notices to such stockholder as it appears on the records of the Corporation.
An Affidavit of the Secretary or an Assistant Secretary or of a transfer agent of the
Corporation that the notice has been given shall, in the absence of fraud, be prima facie
evidence of the facts stated therein.
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Section 1.5

Quorum of Stockholders.

(a)
Unless otherwise provided by the laws of Delaware, at any meeting of
the stockholders the presence in person or by proxy of stockholders entitled to cast a majority
of the votes thereat shall constitute a quorum.
(b)
At any meeting of the stockholders at which a quorum shall be present,
a majority of those present in person or by proxy may adjourn the meeting from time to time
without notice other than announcement at the meeting. In the absence of a quorum, the
officer presiding thereat shall have power to adjourn the meeting from time to time until a
quorum shall be present. Notice of any adjourned meeting other than announcement at the
meeting shall not be required to be given, except as provided in paragraph (d) below and
except where expressly required by law.
(c)
At any adjourned meeting at which a quorum shall be present, any
business may be transacted which might have been transacted at the meeting originally called,
but only those stockholders entitled to vote at the meeting as originally noticed shall be
entitled to vote at any adjournment or adjournments thereof, unless a new record date is fixed
by the Board of Directors.
(d)
If an adjournment is for more than thirty days, or if after the
adjournment a new record date is fixed for the adjourned meeting, a notice of the adjourned
meeting shall be given to each stockholder of record entitled to vote at the adjourned meeting.
Section 1.6
Chairman and Secretary of Meeting. The Chairman, or in his absence,
the Vice Chairman, or in his absence, the President, or in his absence, any Vice President,
shall preside at meetings of the stockholders. The Secretary shall act as secretary of the
meeting, or in his absence an Assistant Secretary shall act, or if neither is present, then the
presiding officer shall appoint a person to act as secretary of the meeting.
Section 1.7
Voting by Stockholders. Except as may be otherwise provided by the
Certificate of Incorporation or by these By-laws, at every meeting of the stockholders each
stockholder shall be entitled to one vote for each share of stock standing in his name on the
books of the Corporation on the record date for the meeting. All elections and questions shall
be decided by the vote of a majority in interest of the stockholders present in person or
represented by proxy and entitled to vote at the meeting, except as otherwise permitted or
required by the laws of Delaware, the Certificate of Incorporation or these By-laws.
Section 1.8
Proxies.
Any stockholder entitled to vote at any meeting of
stockholders may vote either in person or by his attorney-in-fact. Every proxy shall be in
writing, subscribed by the stockholder or his duly authorized attorney-in-fact, but need not be
dated, sealed, witnessed or acknowledged.
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Section 1.9

List of Stockholders.

(a)
At least ten days before every meeting of stockholders, the Secretary
shall prepare or cause to be prepared a complete list of the stockholders entitled to vote at the
meeting, arranged in alphabetical order and showing the address of each stockholder and the
number of shares registered in the name of each stockholder.
(b)
During ordinary business hours, for a period of at least ten days prior to
the meeting, such list shall be open to examination by any stockholder for any purpose
germane to the meeting, either at a place within the city where the meeting is to be held,
which place shall be specified in the notice of the meeting, or if not so specified, at the place
where the meeting is to be held.
(c)
The list shall also be produced and kept at the time and place of the
meeting during the whole time of the meeting, and it may be inspected by any stockholder
who is present.
(d)
The stock ledger shall be the only evidence as to who are the
stockholders entitled to examine the stock ledger, the list required by this Section or the books
of the Corporation, or to vote in person or by proxy at any meeting of stockholders.
ARTICLE II
DIRECTORS
Section 2.1
Powers of Directors. The property, business and affairs of the
Corporation shall be managed by its Board of Directors, which may exercise all the powers of
the Corporation except such as are by the laws of Delaware or the Certificate of Incorporation
or these By-laws required to be exercised or done by the stockholders.
The
Section 2.2
Number, Method of Election, Terms of Office of Directors.
number of Directors which shall constitute the whole Board of Directors shall be such as from
time to time shall be determined by resolution of the Board of Directors, but the number shall
not be less than one provided that the tenure of a Director shall not be affected by any
decrease in the number of Directors so made by the Board. Each Director shall hold office
until his successor is elected and qualified, provided however that a Director may resign at any
time.
Section 2.3

Vacancies on Board of Directors.

(a)
Any Director may resign his office at any time by delivering his
resignation in writing to the Chairman or the President or the Secretary. It will take effect at
the time specified therein, or if no time is specified, it will be effective at the time of its
receipt by the Corporation. The acceptance of a resignation shall not be necessary to make it
effective, unless expressly so provided in the resignation.
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(b)
Any vacancy or newly created Directorship resulting from any increase
in the authorized number of Directors may be filled by vote of a majority of the Directors then
in office, though less than a quorum, and any Director so chosen shall hold office until the
next annual election of Directors by the stockholders and until his successor is duly elected
and qualified, or until his earlier resignation or removal.
Section 2.4

Meetings of the Board of Directors.

(a)
The Board of Directors may hold their meetings, both regular and
special, either within or outside the State of Delaware.
(b)
Regular meetings of the Board of Directors may be held without notice
at such time and place as shall from time to time be determined by resolution of the Board of
Directors.
(c)
The first meeting of each newly elected Board of Directors except the
initial Board of Directors shall be held as soon as practicable after the Annual Meeting of the
stockholders for the election of officers and the transaction of such other business as may
come before it.
(d)
Special meetings of the Board of Directors shall be held whenever
called by direction of the Chairman or the President or at the request of Directors constituting
one-third of the number of Directors then in office, but not less than two Directors.
(e)
The Secretary shall give notice to each Director of any meeting of the
Board of Directors by mailing the same at least two days before the meeting or by
telegraphing or delivering the same not later than the day before the meeting. Such notice
need not include a statement of the business to be transacted at, or the purpose of, any such
meeting. Any and all business may be transacted at any meeting of the Board of Directors.
No notice of any adjourned meeting need be given. No notice to or waiver by any Director
shall be required with respect to any meeting at which the Director is present.
Section 2.5
Quorum and Action. A majority of the entire Board of Directors shall
constitute a quorum for the transaction of business; but if there shall be less than a quorum at
any meeting of the Board, a majority of those present may adjourn the meeting from time to
time. Unless otherwise provided by the laws of Delaware, the Certificate of Incorporation or
these By-laws, the act of a majority of the Directors present at any meeting at which a quorum
is present shall be the act of the Board of Directors.
Section 2.6
Presiding Officer and Secretary of Meeting. The Chairman or, in his
absence, a member of the Board of Directors selected by the members present, shall preside at
meetings of the Board. The Secretary shall act as secretary of the meeting, but in his absence
the presiding officers shall appoint a secretary of the meeting.
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Section 2.7
Action by Consent Without Meeting. Any action required or permitted
to be taken at any meeting of the Board of Directors or of any committee thereof may be taken
without a meeting if all members of the Board or committee, as the case may be, consent
thereto in writing and the writing or writings are filed with the records of the Board or
committee.
Section 2.8
Executive Committee. The Board of Directors may appoint from
among its members and from time to time may fill vacancies in an Executive Committee to
serve during the pleasure of the Board. The Executive Committee shall consist of three
members, or such greater number of members as the Board of Directors may by resolution
from time to time fix. One of such members shall be the Chairman of the Board and another
shall be the Vice Chairman of the Board, who shall be the presiding officer of the Committee.
During the intervals between the meetings of the Board, the Executive Committee shall
possess and may exercise all of the powers of the Board in the management of the business
and affairs of the Corporation conferred by these By-laws or otherwise. The Committee shall
keep a record of all its proceedings and report the same to the Board. A majority of the
members of the Committee shall constitute a quorum. The act of a majority of the members
of the Committee present at any meeting at which a quorum is present shall be the act of the
Committee.
Section 2.9
Other Committees. The Board of Directors may also appoint from
among its members such other committees of two or more Directors as it may from time to
time deem desirable, and may delegate to such committees such powers of the Board as it may
consider appropriate.
Section 2.10 Compensation of Directors. Directors shall receive such reasonable
compensation for their service on the Board of Directors or any committees thereof, whether
in the form of salary or a fixed fee for attendance at meetings, or both, with expenses, if any,
as the Board of Directors may from time to time determine. Nothing herein contained shall be
construed to preclude any Director from serving in any other capacity and receiving
compensation therefor.
ARTICLE III
OFFICERS
Section 3.1
Executive Officers of the Corporation. The executive officers of the
Corporation shall be chosen by the Board of Directors and shall be a President, a Secretary
and a Treasurer. The Board of Directors also may appoint a Chairman of the Board, a Vice
Chairman of the Board, and one or more Vice Presidents, Assistant Secretaries and Assistant
Treasurers. Any two offices except those of Chairman of the Board and Vice Chairman of the
Board, President and Vice President, or President and Secretary may be filled by the same
person. None of the officers need be a member of the Board except the Chairman of the
Board and the Vice Chairman of the Board.
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Section 3.2
Choosing of Executive Officers. The Board of Directors at its first
meeting after each Annual Meeting of Stockholders shall choose a President, a Secretary and a
Treasurer.
Section 3.3
Additional Officers. The Board of Directors may appoint such other
officers and agents as it shall deem necessary, who shall hold their offices for such terms and
shall exercise such powers and perform such duties as shall be determined from time to time
by the Board.
Section 3.4
Salaries. The salaries of all officers and agents of the Corporation
specially appointed by the Board shall be fixed by the Board of Directors.
Section 3.5
Term, Removal and Vacancies. The officers of the Corporation shall
hold office until their respective successors are chosen and qualify. Any officer elected or
appointed by the Board of Directors may be removed at any time by the affirmative vote of a
majority of the Board of Directors. Any vacancy occurring in any office of the Corporation by
death, resignation, removal or otherwise shall be filled by the Board of Directors.
Section 3.6
Chairman of the Board. The Chairman of the Board shall preside at all
meetings of the Board of Directors and of the stockholders. He shall be the Chief Executive
Officer of the Company, unless the Board has designated the President as the Chief Executive
Officer. In the absence or disability of the Chairman of the Board: (a) the Vice Chairman of
the Board shall preside at all meetings of the Board of Directors and of the stockholders, and
(b) the powers and duties of the Chairman of the Board shall be exercised jointly by the Vice
Chairman of the Board and the President until such authority is altered by action of the Board
of Directors. The Chairman of the Board shall present to the Annual Meeting of Stockholders
a report of the business of the preceding fiscal year.
Section 3.7
Vice Chairman of the Board. The Vice Chairman of the Board shall
have such powers and perform such duties as are provided in these By-laws or as may be
delegated to him by the Chairman of the Board, and shall perform such other duties as may
from time to time be assigned to him by the Board of Directors.
Section 3.8
President. The President shall have such powers and perform such
duties as are provided in these By-laws or as may be delegated to him by the Board of
Directors or the Chairman of the Board. If there is no Chairman of the Board, the President
shall be the Chief Executive Officer of the Corporation and shall have all the duties and
responsibilities previously enumerated for the Chairman of the Board. In the absence of the
Chairman of the Board and the Vice Chairman of the Board, the President shall preside at all
meetings of the stockholders.
Section 3.9
Powers and Duties of the Chief Executive Officer. The Chief
Executive Officer shall have general charge and supervision of the business of the Company
and shall exercise and perform all the duties incident to the office of the Chief Executive
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Officer. He shall have direct supervision of the other officers and shall also exercise and
perform such powers and duties as may be assigned to him by the Board of Directors.
Section 3.10 Powers and Duties of Vice Presidents. Any Vice President designated
by the Board of Directors shall, in the absence, disability, or inability to act of the President,
perform all duties and exercise all the powers of the President and shall perform such other
duties as the Board may from time to time prescribe. Each Vice President shall have such
other powers and shall perform such other duties as may be assigned to him by the Board.
Section 3.11

Powers and Duties of Treasurer and Assistant Treasurers.

(a)
The Treasurer shall have the care and custody of all the funds and
securities of the Corporation except as may be otherwise ordered by the Board of Directors,
and shall cause such funds to be deposited to the credit of the Corporation in such banks or
depositories as may be designated by the Board of Directors, the Chairman, the President or
the Treasurer, and shall cause such securities to be placed in safekeeping in such manner as
may be designated by the Board of Directors, the Chairman, the President or the Treasurer.
(b)
The Treasurer, or an Assistant Treasurer, or such other person or
persons as may be designated for such purpose by the Board of Directors, the Chairman, the
President or the Treasurer, may endorse in the name and on behalf of the Corporation all
instruments for the payment of money, bills of lading, warehouse receipts, insurance policies
and other commercial documents requiring such endorsement.
(c)
The Treasurer, or an Assistant Treasurer, or such other person or
persons as may be designated for such purpose by the Board of Directors, the Chairman, the
President or the Treasurer, may sign all receipts and vouchers for payments made to the
Corporation; he shall render a statement of the cash account of the Corporation to the Board
of Directors as often as it shall require the same; he shall enter regularly in books to be kept by
him for that purpose full and accurate accounts of all moneys received and paid by him on
account of the Corporation and of all securities received and delivered by the Corporation.
(d)
Each Assistant Treasurer shall perform such duties as may from time to
time be assigned to him by the Treasurer or by the Board of Directors. In the event of the
absence of the Treasurer or his incapacity or inability to act, then any Assistant Treasurer may
perform any of the duties and may exercise any of the powers of the Treasurer.
Section 3.12

Powers and Duties of Secretary and Assistant Secretaries.

(a)
The Secretary shall attend all meetings of the Board, all meetings of the
stockholders, and shall keep the minutes of all proceedings of the stockholders and the Board
of Directors in proper books provided for that purpose. The Secretary shall attend to the
giving and serving of all notices of the Corporation in accordance with the provisions of the
By-laws and as required by the laws of Delaware. The Secretary may, with the President, a
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Vice President or other authorized officer, sign all contracts and other documents in the name
of the Corporation. He shall perform such other duties as may be prescribed in these By-laws
or assigned to him and all other acts incident to the position of Secretary.
(b)
Each Assistant Secretary shall perform such duties as may from time to
time be assigned to him by the Secretary or by the Board of Directors. In the event of the
absence of the Secretary or his incapacity or inability to act, then any Assistant Secretary may
perform any of the duties and may exercise any of the powers of the Secretary.
(c)
In no case shall the Secretary or any Assistant Secretary, without the
express authorization and direction of the Board of Directors, have any responsibility for, or
any duty or authority with respect to, the withholding or payment of any federal, state or local
taxes of the Corporation, or the preparation or filing of any tax return.
ARTICLE IV
CAPITAL STOCK
Section 4.1

Stock Certificates.

(a)
Every holder of stock in the Corporation shall be entitled to have a
certificate signed in the name of the Corporation by the Chairman or the President or the Vice
Chairman or a Vice President, and by the Treasurer or an Assistant Treasurer or the Secretary
or an Assistant Secretary, certifying the number of shares owned by him.
(b)
If such a certificate is countersigned by a transfer agent other than the
Corporation or its employee, or by a registrar other than the Corporation or its employee, the
signatures of the officers of the Corporation may be facsimiles and, if permitted by Delaware
law, any other signature on the certificate may be a facsimile.
(c)
In case any officer who has signed or whose facsimile signature has
been placed upon a certificate shall have ceased to be such officer before such certificate is
issued, it may be issued by the Corporation with the same effect as if he were such officer at
the date of issue.
(d)
Certificates of stock shall be issued in such form not inconsistent with
the Certificate of Incorporation as shall be approved by the Board of Directors. They shall be
numbered and registered in the order in which they are issued. No certificate shall be issued
until fully paid.
Section 4.2
Record Ownership. A record of the name and address of the holder of
each certificate, the number of shares represented thereby, and the date of issue thereof shall
be made on the Corporation's books. The Corporation shall be entitled to treat the holder of
record of any share of stock as the holder in fact thereof, and accordingly shall not be bound to
recognize any equitable or other claim to or interest in any share on the part of any other
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person, whether or not it shall have express or other notice thereof, except as required by the
laws of Delaware.
Section 4.3
Transfer of Record Ownership. Transfers of stock shall be made on the
books of the Corporation only by direction of the person named in the certificate or his
attorney, lawfully constituted in writing, and only upon the surrender of the certificate therefor
and a written assignment of the shares evidenced thereby. Whenever any transfer of stock
shall be made for collateral security, and not absolutely, it shall be so expressed in the entry of
the transfer if, when the certificates are presented to the Corporation for transfer, both the
transferor and transferee request the Corporation to do so.
Section 4.4
Lost, Stolen or Destroyed Certificates. Certificates representing shares
of the stock of the Corporation shall be issued in place of any certificate alleged to have been
lost, stolen or destroyed in such manner and on such terms and conditions as the Board of
Directors from time to time may authorize.
The
Section 4.5
Transfer Agent, Registrar, Rules Respecting Certificates.
Corporation shall maintain one or more transfer offices or agencies where stock of the
Corporation shall be transferable. The Corporation shall also maintain one or more registry
offices where such stock shall be registered. The Board of Directors may make such rules and
regulations as it may deem expedient concerning the issue, transfer and registration of stock
certificates.
Section 4.6
Fixing Record Date for Determination of Stockholders of Record. The
Board of Directors may fix in advance a date as the record date for the purpose of determining
the stockholders entitled to notice of, or to vote at, any meeting of the stockholders or any
adjournment thereof, or the stockholders entitled to receive payment of any dividend or other
distribution or the allotment of any rights, or entitled to exercise any rights in respect of any
change, conversion or exchange of stock, or to express consent to corporate action in writing
without a meeting, or in order to make a determination of the stockholders for the purpose of
any other lawful action. Such record date in any case shall not be more than sixty days nor less
than ten days before the date of a meeting of the stockholders, nor more than sixty days prior
to any other action requiring such determination of the stockholders. A determination of
stockholders of record entitled to notice of or to vote at a meeting of stockholders shall apply
to any adjournment of the meeting; provided, however, that the Board of Directors may fix a
new record date for the adjourned meeting.
ARTICLE V
SECURITIES HELD BY THE CORPORATION
Section 5.1
Voting. Unless the Board of Directors shall otherwise order, the
Chairman, the Vice Chairman, the President, any Vice President or the Treasurer shall have
full power and authority on behalf of the Corporation to attend, act and vote at any meeting of
the stockholders of any corporation in which the Corporation may hold stock and at such
9

meeting to exercise any or all rights and powers incident to the ownership of such stock, and
to execute on behalf of the Corporation a proxy or proxies empowering another or others to
act as aforesaid. The Board of Directors from time to time may confer like powers upon any
other person or persons.
Section 5.2

General Authorization to Transfer Securities Held by the Corporation.

(a)
Any of the following officers, to-wit: the Chairman, the President, any
Vice President, the Treasurer or the Secretary of the Corporation shall be and are hereby
authorized and empowered to transfer, convert, endorse, sell, assign, set over and deliver any
and all shares of stock, bonds, debentures, notes, subscription warrants, stock purchase
warrants, evidences of indebtedness, or other securities now or hereafter standing in the name
of or owned by the Corporation, and to make, execute and deliver under the seal of the
Corporation any and all written instruments of assignment and transfer necessary or proper to
effectuate the authority hereby conferred.
(b)
Whenever there shall be annexed to any instrument of assignment and
transfer executed, pursuant to and in accordance with the foregoing paragraph (a), a certificate
of the Secretary or an Assistant Secretary of the Corporation in office at the date of such
certificate setting forth the provisions hereof and stating that they are in full force and effect
and setting forth the names of persons who are then officers of the Corporation, then all
persons to whom such instrument and annexed certificate shall thereafter come shall be
entitled, without further inquiry or investigation and regardless of the date of such certificate,
to assume and to act in reliance upon the assumption that the shares of stock or other
securities named in such instrument were theretofore duly and properly transferred, endorsed,
sold, assigned, set over and delivered by the Corporation, and that with respect to such
securities the authority of these provisions of the By-laws and of such officers is still in full
force and effect.
ARTICLE VI
DIVIDENDS
Section 6.1
Declaration of Dividends. Dividends upon the capital stock of the
Corporation may be declared by the Board of Directors at any regular or special meeting,
pursuant to law. Dividends may be paid in cash, in property, or in shares of the capital stock,
subject to the provisions of the Certificate of Incorporation.
Section 6.2
Payment and Reserves. Before payment of any dividend, there may be
set aside out of any funds of the Corporation available for dividends such sum or sums as the
Directors from time to time, in their absolute discretion, think proper as a reserve or reserves
to meet contingencies, or for equalizing dividends, or for repairing or maintaining any
property of the corporation, or for such other purpose as the Directors shall think conducive to
the interest of the Corporation, and the directors may modify or abolish any such reserves in
the manner in which they were created.
10

Section 6.3
Record Date. The Board of Directors may, to the extent provided by
law, prescribe a period, in no event in excess of sixty (60) days, prior to the date for payment
of any dividend, as a record date for the determination of stockholders entitled to receive
payment of any such dividend, and in such case such stockholders and only such stockholders
as shall be stockholders of record on said date so fixed shall be entitled to receive payment of
such dividend, notwithstanding any transfer of any stock on the books of the Corporation after
any such record date fixed as aforesaid.
ARTICLE VII
GENERAL PROVISIONS
Section 7.1
Signatures of Officers. All checks or demands for money and notes of
the Corporation shall be signed by such officer or officers or such other person or persons as
the Board of Directors may from time to time designate. The signature of any officer upon
any of the foregoing instruments may be a facsimile whenever authorized by the Board.
Section 7.2
Fiscal Year. The fiscal year of the Corporation shall end on
December 31 unless otherwise fixed by resolution of the Board of Directors.
Section 7.3
Seal. Upon resolution of the Board of Directors, the Corporation may
elect to have a corporate seal. In such event, the corporate seal shall have inscribed thereon
the name of the Corporation, the year of its incorporation and the words "Corporate Seal,
Delaware". Said seal may be used for causing it or a facsimile thereof to be impressed or
affixed or reproduced or otherwise.
ARTICLE VIII
WAIVER OF OR DISPENSING WITH NOTICE
Whenever any notice of the time, place or purpose of any meeting of the stockholders,
Directors or a committee is required to be given under the laws of Delaware, the Certificate of
Incorporation or these By-laws, a waiver thereof in writing, signed by the person or persons
entitled to such notice, whether before or after the holding thereof, or actual attendance at the
meeting in person, or in the case of the stockholders, by his attorney-in-fact, shall be deemed
equivalent to the giving of such notice to such persons. No notice need be given to any person
with whom communication is made unlawful by any law of the United States or any rule,
regulation, proclamation or executive order issued under any such law.
ARTICLE IX
AMENDMENT OF BY-LAWS
These By-laws, or any of them, may from time to time be supplemented, amended or
repealed by the Board of Directors, or by the vote of a majority in interest of the stockholders
represented and entitled to vote at any meeting at which a quorum is present.
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Policy
Prime Healthcare For-profit Facilities will offer a charity care program for those patients who meet
the eligibility tests described below and comply with the requirements of the Health & Safety Code
sections 127400 - 127446.
A significant component of Prime Healthcare For-profit Facilities is to provide care for patients in
times of need. Prime Healthcare For-profit Facilities provides charity care as a benefit to the
community we serve as a not-for-profit hospital. To this end, Prime Healthcare For-profit Facilities
are committed to assisting low-income and/or uninsured eligible patients with appropriate discount
payment and charity care programs. All patients will be treated fairly, with compassion and respect.
Financial assistance policies must balance a patient’s need for financial assistance with the hospital’s
broader fiscal stewardship.
Outside debt collection agencies and the hospital’s internal collection practices will reflect the
mission and vision of the hospital.
Financial assistance through discount payment and charity care programs is not a substitute for
personal responsibility. It is the patients’ responsibility to actively participate in the financial
assistance screening process and where applicable, contribute to the cost of their care based upon
their ability to pay.
Procedure:
1.

Eligibility for Participation in Charity Care Program

A.

Self-Pay Patients
A patient is eligible for the Charity Care Program under this policy if (1)The patient
does not have third party coverage from a health insurer, health care service plan,
union trust plan, Medicare, or Medi-Cal or whose injury is not a compensable injury
for purposes of workers’ compensation, automobile insurance, or other insurance as
determined and documented by the hospital and (2) whose family income does not
exceed 450% of the Federal Poverty Level and (3) the patient is either an uninsured
patient or a patient with a high Medical cost.
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Eligibility alone is not an entitlement to financial assistance qualification under this Policy. The
patient must complete the Financial Assistance Application and provide all required documentation
and the Facility must complete a process of applicant evaluation and determine qualification before
charity care or a discount payment may be extended to the patient.
B.

Insured Patients with high medical costs

A patient who has third party coverage or whose injury is a compensable injury for purposes
of workers’ compensation, automobile insurance, or other insurance as determined and documented
by the hospital may qualify for the Charity care Program or the Discount Payment Program if all of
the following conditions are met: (1) the patient has a family income of less than 450% of the
Federal Poverty Level; (2) the patient does not receive a discount rate from the hospital as a result of
his or her third party coverage; and (3) the patient has annual out-of-pocket costs incurred by that
individual at a Prime Healthcare Facility that exceeds 10% of the patient’s family income in the prior
12 months or the patient has annual out of pocket expenses that exceeds 10% of the patient’s family
income if the patient provides documentation of the patient’s medical expenses paid by the patient or
the patient’s family in the prior 12 months.
Hospital staff shall make reasonable efforts to obtain from the patient, or his/ her
representative, information about whether patient has coverage through a private or public health
insurance plan that may fully or partially cover the charges for care. If the patient does not have
proof of third party coverage, Hospital staff shall provide the patient with information that the
patient may be eligible for specified health coverage programs, including, but not limited to, MediCal, California Children’s Services, the California Health Benefit Exchange or other county-funded
health care programs.
The fact that a patient is applying for any of the above described health care coverage shall
not preclude such patient from qualifying for the Charity program or the Discount Payment Program.
C.

Other Circumstances

The Director of the Hospital’s Patient Financial Services, (PFS) Department shall also have the
discretion to extend charity care or a discount to patients under the following circumstances:
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(i) The patient qualifies for limited benefits under the State’s Medi-Cal Program, i.e., limited
pregnancy or emergency benefits, but does not have benefits for other services provided at
the Hospital.
(ii) The patient qualifies for a Medically Indigent Adult Program offered by a county other than
the one in which the Hospital is located.
(iii)Reasonable efforts have been made to locate and contact the patient, such efforts have been
unsuccessful, and the PFS Director has reason to believe that the patient would qualify for
charity or a discount, i.e., homeless;
(iv) A Third-Party Collection Agency has made efforts to collect the outstanding balance and has
recommended to the Hospital’s PFS Director that charity care or a discount be offered.
D.

Completion of a Financial Assistance Application.

1. The Financial Assistance Application should be completed as soon as there is an indication
the patient may be in need of financial assistance. The application form may be completed
during a patient stay, or after services are completed and the patient has been discharged.
2. The Financial Assistance Application provides:
a. Information necessary for the Facility to determine if the patient has
income sufficient to pay for services.
b. Documentation useful in determining qualification for financial
assistance; and
c. An audit trail documenting the Facility’s commitment to providing
financial assistance.
3. In certain circumstances, a completed Financial Assistance Application
may not be required if the Facility, in its sole discretion, determines it has sufficient patient
financial information from which to make a financial assistance qualification decision.
4. If a patient applies or has a pending application for another health coverage program at the
same time he or she applies for financial assistance under this Policy, neither application
shall prevent the patient for establishing eligibility under the other program.
E.

Determination Based On Ability to Pay.

Qualification for charity care shall be determined solely based on the patient’s and/or patient family
representative’s ability to pay. Qualification for financial assistance shall not be based in any way on
age, gender, sexual orientation, gender identity, ethnicity, national origin, veteran status, disability or
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religion. While financial assistance shall not be provided on a discriminatory or arbitrary basis, the
Facility retains full discretion, consistent with laws and regulations, to establish eligibility criteria
and determine when a patient has provided sufficient evidence of qualification for financial
assistance.
F.

Asset/Income Qualification.

1. For Charity Care: Family size and documentation of family income in the form of federal
income tax returns and recent pay stubs.
a. Family size and documentation of income and assets including information on all
monetary assets including, without limitation, federal income tax returns, recent pay
stubs, and/or other relevant information, but including statements on retirement or
deferred compensation plans qualified under the Internal Revenue Code, or nonqualified
deferred compensation plans. The Facility may require waivers or releases from the
patient or patient’s family, authorizing the Facility to obtain account information from
financial commercial institutions, or other entities that hold or maintain the monetary
assets, to verify their value.
b. A patient’s family assets may be evaluated to determine if sufficient
patient household resources exist to satisfy the Facility’s bill for services rendered.
Evaluation of patient assets will consider both the asset value and amounts owed against
the asset to determine if potential net worth is available to satisfy the patient payment
obligation. Recognizing the need to protect basic household assets, each patient family
unit evaluated will be allowed the following asset exemptions:
i.
ii.
iii.
iv.

Primary residence;
One vehicle per patient or two vehicles per family unit;
The first $10,000 of monetary assets, and 50% of monetary assets after the first
$10,000; and
Retirement or deferred compensation plans qualified under the Internal Revenue
Code, or nonqualified deferred compensation plans.

Patients who have assets beyond those specifically exempted will be expected to leverage the
assets through independent financing in order to satisfy the patient account.
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G.

Catastrophic Medical Event.
Any patient who experiences a catastrophic medical event may be deemed eligible for
financial assistance as determined in the Facility’s sole discretion. The determination
of a catastrophic medical event shall be based upon the amount of the patient’s family
income and assets as reported at the time of occurrence. As a general guideline, any
account with a patient liability for services rendered that exceeds $100,000 may be
considered for eligibility as a catastrophic medical event

H.

Definition of Patient’s Family & Determination of Family Income

The “patient’s family” means the following: (1) for persons 18 years of age and older, spouse,
domestic partner and dependent children under 21 years of age, whether living at home or not; and
(2) for persons under 18 years of age, parent, caretaker, relatives, and other children under 21 years
of age of the parent or caretaker relative.
Documentation of family income shall be limited to recent pay stubs or tax returns.
In determining a patient’s monetary assets, the hospital shall not consider retirement or
deferred compensation plans qualified under the Internal Revenue Code,
non-qualified deferred compensation plans, the first ten thousand dollars ($10,000.00) of
monetary assets, and fifty percent (50%) of the patient’s monetary assets over the first ten thousand
dollars ($10,000.00).
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Federal Poverty Levels

100%
$12,760
$17,240
$21,720
$26,200
$30,680
$35,160
$39,640
$44,120

125%
$15,950
$21,550
$27,150
$34,846
$38,350
$43,950
$49,550
$55,150

300%
$38,280
$51,720
$65,160
$78,600
$92,040
$105,480
$118,920
$132,360

350%
$44,660
$60,340
$76,020
$91,700
$107,380
$123.060
$138.740
$154,420

400%
$51,040
$68,960
$86,880
$104,800
$122,720
$140.640
$158,560
$176,480

450%
$57,420
$77,580
$97,740
117,900
138.060
$158.220
$178.380
$198.540

*For households with more than 8, add $4,480 for each additional person
SOURCE: Federal Register, publication date 01/17/2020, Document Citation 85 FR 3060
Charity Care
The patient balances for those patients who qualify to participate in the Charity Care
Program, as determined by the hospital, shall be reduced to a sum equal to $0 with the remaining
balance eliminated and classified as charity care.
1. Resolution of Disputes
Any disputes regarding a patient’s eligibility to participate in the Charity Care Program shall
be directed and resolved by the Hospital’s Chief Financial Officer.
2.
Notices
To ensure that patients are aware of the existence of the Charity Care Program, the following
actions shall be taken:
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Written Notice to Patients

Each patient who is seen at Prime Healthcare For-profit Facilities, whether admitted or not, shall
receive the notice attached hereto as Exhibit 1. The notice shall be provided in non-English
languages spoken by a substantial number of the patients served by the Hospital.
B.

Posting of Notices

The notice attached hereto as Exhibit 2 shall be clearly and conspicuously posted in locations that
are visible to the patients in the following areas: (1) Emergency Department; (2) Billing Office; (3)
Admissions Office; and (4) Other Outpatient Settings. The notice shall be provided in non-English
languages spoken by a substantial number of the patients served by the Hospital.
C.

Notice to Accompany Bills To Potentially Eligible Patients

Each bill that is sent to a patient who has not provided proof of coverage by a third party at the time
care is provided or upon discharge must include a statement of charges for services rendered by the
hospital and the notice attached hereto as Exhibit 3. The notice shall be provided in non-English
languages spoken by a substantial number of the patients served by the Hospital.
Efforts to Obtain Information Regarding Coverage & Applications for Medi-Cal and
Prime Healthcare For-profit Facilities shall make all reasonable efforts to obtain from the patient
and/or his/her representative information about whether private or public health insurance or
sponsorship may fully or partially cover the charges for care rendered by
the hospital to a patient including, but not limited to, the following:
(1) Private health insurance; (2) Medicare; and/or (3) the Medi-Cal program, the California
Children’s Services Program or other state-funded programs designed to provide health
coverage.
If a patient does not indicate that he/she has coverage by a third-party payor or requests a discounted
price or charity care then the patient shall be provided with an application for the Medi-Cal program,
or other governmental program prior to discharge.
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Collection Activities
Prime Healthcare for profit Facilities may use the services of an external collection agency for the
collection of patient debt. No debt shall be advanced for collection until the Director of the Hospital
PFS or his/her designee has reviewed the account and approved the advancement of the debt to
collection. Prime Healthcare for-profit Facilities shall obtain an agreement from each collection
agency that it utilizes to collect patient debt that the agency will comply with the requirements of AB
774 and SB1276.
Neither Prime Healthcare for-profit Facilities nor any collection agency utilized by Prime Healthcare
for-profit Facilities shall report adverse information to a consumer credit reporting agency or
commence civil action against the patient for nonpayment at any time prior to 150 days after the
initial billing if the patient lacks third party coverage or for a patient that provides information that
he or she may qualify for the Charity Care Program.
In addition, if a patient is attempting to qualify for eligibility under Prime Healthcare for- profit
Facilities Charity Care Program or the Discount Payment Policy and is attempting in good faith to
settle an outstanding bill with the hospital by negotiating a reasonable payment plan or making
regular partial payments of a reasonable amount, Prime Healthcare for-profit Facilities shall not send
the unpaid bill to any collection agency unless that entity has agreed to comply with AB 774 and
SB1276. Any collection agency shall comply with any payment plan entered into by a patient.
Prime Healthcare For-profit Facilities shall not, in dealing with patients eligible under the
Charity Care Program or the Discount Payment Policy, use wage garnishments or liens on primary
residences as a means of collecting unpaid hospital bills.
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EXHIBIT 1
Charity Care & Discounted Payment Program
Patients who lack insurance or have inadequate insurance and meet certain low- and
moderate-income requirements may qualify for discounted payments or charity care. Prime
Healthcare for-profit Facilities PFS Designee, at the Hospital may be contacted at xxx-xxx-xxxx to
obtain further information. The Emergency Department Physicians, who are not employees of the
Hospital, may also provide Charity Care or Discounted payment programs. Please contact xxx-xxxxxxx for further information.
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Exhibit 2
CHARITY CARE & DISCOUNTED PAYMENT PROGRAM
PATIENTS WHO LACK INSURANCE OR HAVE INADEQUATE INSURANCE AND
MEET CERTAIN LOW- AND MODERATE-INCOME REQUIREMENTS MAY QUALIFY FOR
DISCOUNTED PAYMENTS OR CHARITY CARE. PATIENTS SHOULD CONTACT PRIME
HEALTHCARE FOR-PROFIT FACILITIES PFS DESIGNEE, at xxx-xxx-xxxx TO OBTAIN
FURTHER INFORMATION. THE EMERGENCY DEPARTMENT PHYSICIANS, WHO ARE
NOT EMPLOYEES OF THE HOSPITAL, MAY ALSO PROVIDE CHARITY CARE OR
DISCOUNTED PAYMENT PROGRAMS. PLEASE CONTACT xxx-xxx-xxxx FOR FURTHER
INFORAMTION.
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Exhibit 3
Our records indicate that you do not have health insurance coverage or coverage under
Medicare, Medi-Cal, or other similar programs. If you have such coverage, please contact our office
at xxx-xxx-xxxx as soon as possible so the information can be obtained, and the appropriate entity
billed.
If you do not have health insurance coverage, you may be eligible for Medicare, Medi-Cal,
Prime Healthcare For-profit Facilities Discounted Payment Program, or Charity Care. For more
information about how to apply for Medicare, Medi-Cal, or other similar programs, please contact
Prime Healthcare For-profit Facilities PFS Designee at xxx-xxx-xxxx who will be able to answer
questions and provide you with applications for these programs.
Patients who lack insurance or have inadequate insurance and meet certain low- and
moderate-income requirements may qualify for discounted payments or charity care. Patients should
contact Prime Healthcare For-profit Facilities or PFS Designee, at xxx-xxx-xxxx to obtain further
information. The Emergency Department Physicians, who are not employees of the Hospital, may
also provide Charity Care or Discounted payment programs. Please contact xxx-xxx-xxxx for further
information.
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Policy:
Prime healthcare facilities will offer a discount payment program for financially qualified
patients who meet the eligibility tests described below and comply with the requirements of
Health & Safety Code sections 127400 to 127446.
A significant component of Prime Healthcare facilities is to provide care for patients in times of
need. Prime healthcare provides a Discount Payment program as a benefit to the community we
serve. To this end, Prime Healthcare is committed to assisting low-income and/or uninsured
eligible patients with appropriate discount payment and charity care programs. All patients will
be treated fairly, with compassion and respect.
Financial assistance policies must balance a patient’s need for financial assistance with the
hospital’s broader fiscal stewardship.
Outside debt collection agencies and the hospital’s internal collection practices will reflect the
mission and vision of the hospital.
Financial assistance through discount payment and charity care programs is not a substitute for
personal responsibility. It is the patients’ responsibility to actively participate in the financial
assistance screening process and where applicable, contribute to the cost of their care based upon
their ability to pay.
Procedure:
1.

Eligibility for Participation In Discount Payment Program
A.

Self-Pay Patients

A patient is eligible for financial assistance under this policy if (1) A patient who does
not have third party coverage from a health insurer, health care service plan, union trust plan,
Medicare, or Medi-Cal or whose injury is not a compensable injury for purposes of workers’
compensation, automobile insurance, or other insurance as determined and documented by the
hospital and (2) whose family income does not exceed 450% of the Federal Poverty Level and
(3) the patient is either an uninsured patient or a patient with a high Medical cost.
Eligibility alone is not an entitlement to financial assistance qualification under this Policy. The
patient must complete the Financial Assistance Application and provide all required
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documentation and the Facility must complete a process of applicant evaluation and determine
qualification before charity care or a discount payment may be extended to the patient.
B.

Insured Patients with high medical costs

A patient who has third party coverage or whose injury is a compensable injury for
purposes of workers’ compensation, automobile insurance, or other insurance as determined and
documented by the hospital may qualify for the Discount Payment Program if all of the
following conditions are met: (1) the patient has a family income of less than 450% of the
Federal Poverty Level; (2) the patient does not receive a discount rate from the hospital as a
result of his or her third party coverage; and (3) the patient has annual out-of-pocket costs
incurred by that individual at a Prime healthcare Facility that exceed 10% of the patient’s family
income in the prior 12 months or the patient has annual out of pocket expenses that exceed 10%
of the patient’s family income if the patient provides documentation of the patient’s medical
expenses paid by the patient or the patient’s family in the prior 12 months.
Hospital staff shall make reasonable efforts to obtain from the patient, or his/ her
representative, information about whether patient has coverage through a private or public health
insurance plan that may fully or partially cover the charges for care. If the patient does not have
proof of third party coverage, Hospital staff shall provide the patient with information that the
patient may be eligible for specified health coverage programs, including, but not limited to,
Medi-Cal, California Children’s Services, the California Health Benefit Exchange or other
county-funded health care programs.
The fact that a patient is applying for any of the above described health care coverage
shall not preclude such patient from qualifying for Discount Payment Program.
C.
Other Circumstances
The Director of the Hospital’s Patient Financial Services, (PFS) shall also have the discretion to
extend charity care or a discount to patients under the following circumstances:
a. The patient qualifies for limited benefits under the State’s Medi-Cal Program,
i.e., limited pregnancy or emergency benefits, but does not have benefits for
other services provided at the Hospital.
b. The patient qualifies for a Medically Indigent Adult Program offered by a
county other than the one in which the Hospital is located.
c. A Third-Party Collection Agency has made efforts to collect the outstanding
balance and has recommended to the Hospital’s PFS Director that charity care
or a discount be offered.
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Completion of a Financial Assistance Application.

1. The Financial Assistance Application should be completed as soon as there is an
indication the patient may be in need of financial assistance. The application form may be
completed during a patient stay, or after services are completed and the patient has been
discharged.
2. The Financial Assistance Application provides:
a. Information necessary for the Facility to determine if the patient has
income sufficient to pay for services.
b. Documentation useful in determining qualification for financial
assistance; and
c. An audit trail documenting the Facility’s commitment to providing
financial assistance.
3. In certain circumstances, a completed Financial Assistance Application
may not be required if the Facility, in its sole discretion, determines it has sufficient
patient financial information from which to make a financial assistance qualification
decision.
4. If a patient applies or has a pending application for another health coverage program at
the same time he or she applies for financial assistance under this Policy, neither
application shall prevent the patient for establishing eligibility under the other program.
E.

Determination Based on Ability to Pay.

Qualification for charity care or a discount payment shall be determined solely based on
the patient’s and/or patient family representative’s ability to pay. Qualification for
financial assistance shall not be based in any way on age, gender, sexual orientation,
gender identity, ethnicity, national origin, veteran status, disability or religion. While
financial assistance shall not be provided on a discriminatory or arbitrary basis, the
Facility retains full discretion, consistent with laws and regulations, to establish eligibility
criteria and determine when a patient has provided sufficient evidence of qualification for
financial assistance.
F.

Asset/Income Qualification.

1. For Discount Payments: Family size and documentation of family income in the form of
federal income tax returns and recent pay stubs.
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a. Family size and documentation of income and assets including information on all
monetary assets including, without limitation, federal income tax returns, recent pay
stubs, and/or other relevant information, but including statements on retirement or
deferred compensation plans qualified under the Internal Revenue Code, or
nonqualified deferred compensation plans. The Facility may require waivers or
releases from the patient or patient’s family, authorizing the Facility to obtain account
information from financial commercial institutions, or other entities that hold or
maintain the monetary assets, to verify their value.
b. A patient’s family assets may be evaluated to determine if sufficient
patient household resources exist to satisfy the Facility’s bill for services rendered.
Evaluation of patient assets will consider both the asset value and amounts owed
against the asset to determine if potential net worth is available to satisfy the patient
payment obligation. Recognizing the need to protect basic household assets, each
patient family unit evaluated will be allowed the following asset exemptions:
i.
ii.
iii.
iv.

Primary residence;
One vehicle per patient or two vehicles per family unit;
The first $10,000 of monetary assets, and 50% of monetary assets after the
first $10,000; and
Retirement or deferred compensation plans qualified under the Internal
Revenue Code, or nonqualified deferred compensation plans.

Patients who have assets beyond those specifically exempted will be expected to leverage
the assets through independent financing in order to satisfy the patient account.
G.

Catastrophic Medical Event.
Any patient who experiences a catastrophic medical event may be deemed
eligible for financial assistance as determined in the Facility’s sole discretion. The
determination of a catastrophic medical event shall be based upon the amount of
the patient’s family income and assets as reported at the time of occurrence. As a
general guideline, any account with a patient liability for services rendered that
exceeds $100,000 may be considered for eligibility as a catastrophic medical
event.
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Definition of Patient’s Family & Determination of Family Income

The “patient’s family” means the following: (1) for persons 18 years of age and older, spouse,
domestic partner and dependent children under 21 years of age, whether living at home or not;
and (2) for persons under 18 years of age, parent, caretaker, relatives, and other children under
21 years of age of the parent or caretaker relative. Documentation of family income shall be
limited to recent pay stubs or tax returns. The patient’s assets or the assets of the patient’s family
may not be considered.
1. Federal Poverty Levels
The measure of 450% of the Federal Poverty Level shall be made by reference to the most up to
date Health and Human Services Poverty Guidelines for the number of persons in the patient’s
family or household. The current Federal Poverty Levels are as follows:

Household
Size
1
2
3
4
5
6
7
8

100%
$12,760
$17,240
$21,720
$26,200
$30,680
$35,160
$39,640
$44,120

125%
$15,950
$21,550
$27,150
$34,846
$38,350
$43,950
$49,550
$55,150

300%
$38,280
$51,720
$65,160
$78,600
$92,040
$105,480
$118,920
$132,360

350%
$44,660
$60,340
$76,020
$91,700
$107,380
$123.060
$138.740
$154,420

400%
$51,040
$68,960
$86,880
$104,800
$122,720
$140.640
$158,560
$176,480

450%
$57,420
$77,580
$97,740
117,900
138.060
$158.220
$178.380
$198.540

*For households with more than 8, add $4,480 for each additional person
SOURCE: Federal Register, publication date 01/17/2020, Document Citation 85 FR 3060
2. Pricing Guidelines.
If a patient qualifies for a Discount Payment, the Facility shall limit the expected payment for
medically necessary services rendered to the amount the Facility would expect in good faith to
receive for providing the services from Medicare, Medi-Cal or any other government –sponsored
health program of health benefits in which the Facility participates, whichever is greater. If the
Facility provides a service for which there is not established payment by a government sponsored
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To apply the “reasonable payment plan” formula, the Facility shall collect patient family
information on income and “essential living expenses” in accordance with the statute. The
Facility shall use a standardized form to collect such information. Each patient or guarantor
seeking to establish a payment plan by applying the “reasonable payment plan” formula shall
submit the family income and expense information as requested unless the information request is
waived by the Facility.
5. No Interest.
No interest will be charged to Qualified Payment Plan accounts for the duration of any plan
arranged under the provisions of the Policy.
6. Payment Default
Once a Qualified Payment Plan has been approved by the Facility, any failure to pay all
consecutive payments due may constitute a payment plan default. It is the patient or guarantor’s
responsibility to contact the Facility’s Business Office if circumstances change and payment plan
terms cannot be met. However, in the event of payment plan default, the Facility will make a
reasonable attempt to contact the patient or their family representative by telephone and also give
notice of the default in writing. The patient shall have an opportunity to renegotiate the extended
Qualified Payment Plan and may do so by contacting the Business Office within twenty-one (21)
days from the date of the written notice of extended payment plan default. If the patient fails to
request renegotiation of the Qualified Payment Plan within twenty-one (21) days, the payment
plan will be deemed inoperative and the account may become subject to collection actions as
permitted by law.
7. Resolution of Disputes
Any disputes regarding a patient’s eligibility to participate in the Discount Payment Program
shall be directed and resolved by the Hospital’s Chief Financial Officer.
a. Notices
In order to ensure that patients are aware of the existence of the Discount Payment Program, the
following actions shall be taken:
b. Written Notice to Patients
Each patient who is seen at a Prime Healthcare Facility, whether admitted or not, shall receive
the notice attached hereto as Exhibit 1. The notice shall be provided in non-English languages
spoken by a substantial number of the patients served by the hospital.
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c. Posting of Notices
The notice attached hereto as Exhibit 2 shall be clearly and conspicuously posted in locations
that are visible to the patients in the following areas: (1) Emergency Department; (2) Billing
Office; (3) Admissions Office; and (4) Other Outpatient Settings. The notice shall be provided in
non-English languages spoken by a substantial number of the patients served by the hospital.
8. Notice to Accompany Bills To Potentially Eligible Patients
Each bill that is sent to a patient who has not provided proof of coverage by a third party at the
time care is provided or upon discharge must include a statement of charges for services
rendered by the hospital and the notice attached hereto as Exhibit 3. The notice shall be provided
in non-English languages spoken by a substantial number of the patients served by the hospital.
9. Efforts to Obtain Information Regarding Coverage & Applications for Medi-Cal
Prime healthcare Facilities shall make all reasonable efforts to obtain from the patient or his or
her representative information about whether private or public health insurance or sponsorship
may fully or partially cover the charges for care rendered by the hospital to a patient including,
but not limited to, the following: (1) Private health insurance; (2) Medicare; and/or (3) the MediCal program, the Healthy Families Program, the California Children’s Services Program or other
state-funded programs designed to provide health coverage.
If a patient does not indicate that he/she has coverage by a third-party payor or requests a
discounted price or charity care then the patient shall be provided with an application for the
Medi-Cal program, or other governmental program prior to discharge.
10. Collection Activities
Prime Healthcare Facilities may use the services of an external collection agency for the
collection of patient debt. No debt shall be advanced for collection until the Director of PFS or
his/her designee has reviewed the account and approved the advancement of the debt to
collection. Prime Healthcare Facilities shall obtain an agreement from each collection agency
that it utilizes to collect patient debt that the agency will comply with the requirements of AB
774 and SB1276.
Neither Prime healthcare facilities nor any collection agency utilized by Prime Healthcare Facilities
shall report adverse information to a consumer credit reporting agency or commence civil action against
the patient for nonpayment at any time prior to 150 days after the initial billing if the patient lacks third
party coverage or for a patient that provides information that he or she may be a patient with high
medical costs. In addition, if a patient is attempting to qualify for eligibility under prime healthcare
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facilities Charity Care Policy or the Discount Payment Policy and is attempting in good faith to settle an
outstanding bill with the hospital by negotiating a reasonable payment plan or making regular partial
payments of a reasonable amount, Prime Healthcare Facilities shall not send the unpaid bill to any
collection agency unless that entity has agreed to comply with AB 774 and SB1276.
Any collection agency shall comply with any payment plan entered by a patient.
Prime Healthcare Facilities shall not, in dealing with patients eligible under the Charity
Care Policy or the Discount Payment Policy, use wage garnishments or liens on primary
residences as a means of collecting unpaid hospital bills.
11. Refunds
See Hospital’s Refund Policy

EXHIBIT 1
Charity Care & Discounted Payment Program
Patients who lack insurance or have inadequate insurance and meet certain low- and
moderate-income requirements may qualify for discounted payments or charity care. Patients
should contact the Prime Healthcare Facilities, PFS Designee at the Hospital at xxx-xxx-xxxx to
obtain further information. The Emergency Department Physicians, who are not employees of
the Hospital, may also provide Charity Care or Discounted payment programs. Please contact
xxx-xxx-xxxx for further information.

Page(s):

Page 10 of 11

Saved As:

PFS-A06

07/01/08

Subject:

Discount Payment Policy for Financially Qualified Patients

Formulated:

Manual:

Patient Financial Services

Reviewed:

12/2010, 1/2020

Revised:

1/2020

Governing Board Approval

Date:

Exhibit 2
CHARITY CARE & DISCOUNTED PAYMENT PROGRAM
PATIENTS WHO LACK INSURANCE OR HAS INADEQUATE INSURANCE AND
MEET CERTAIN LOW- AND MODERATE-INCOME REQUIREMENTS MAY QUALIFY
FOR DISCOUNTED PAYMENTS OR CHARITY CARE. PATIENTS SHOULD CONTACT
PRIME HEALTHCARE FACILITIES, PFS DESIGNEE, AT THE HOSPITAL AT XXX-XXXXXXX TO OBTAIN FURTHER INFORMATION. THE EMERGENCY DEPARTMENT
PHYSICIANS, WHO ARE NOT EMPLOYEES OF THE HOSPITAL, MAY ALSO PROVIDE
CHARITY CARE OR DISCOUNTED PAYMENT PROGRAMS. PLEASE CONTACT: XXXXXX-XXXX FOR FURTHER INFORMATION.
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Exhibit 3
Our records indicate that you do not have health insurance coverage or coverage under
Medicare, Medi-Cal, Healthy Families, or other similar programs. If you have such coverage,
please contact our office at 909-464-8975 as soon as possible so the information can be obtained,
and the appropriate entity billed.
If you do not have health insurance coverage, you may be eligible for Medicare, MediCal, Prime healthcare Facilities Discounted Payment Program, or Charity Care. For more
information about how to apply for Medicare, Medi-Cal, or other similar programs, please
contact the Prime Healthcare Facility, PFS Designee at xxx-xxx-xxxx who will be able to answer
questions and provide you with applications for these programs.
Patients who lack insurance or have inadequate insurance and meet certain low- and
moderate-income requirements may qualify for discounted payments or charity care. Patients
should contact the Prime Healthcare Facilities, PFS Designee, at the Hospital at xxx-xxx-xxxx to
obtain further information. The Emergency Department Physicians, who are not employees of
the Hospital, may also provide Charity Care or Discounted payment programs. Please contact
xxx-xxx-xxxx for further information.

Title 11, California Code of Regulations, § 999.5(d)(10)

PUBLIC COMMUNICATIONS

#31

Title 11, California Code of Regulations, § 999.5(d)(10)

A description of the Applicant’s efforts to inform local governmental entities, professional
staff, and employees of the health facilities, and the general public of the proposed
transaction
The Applicant’s Bankruptcy Cases as well as the Transaction and the sale of the Hospitals has
been very public. All filings in the Bankruptcy Cases are publicly available through the Court
and also through the Applicant’s notice portal at www.kccllc.net/verityhealth. By way of
example, Exhibit 1 includes a summary of the categories of parties served with notice of the
commencement of the Bankruptcy Cases, notice of the bidding procedures motion and sale, and
notice of the claims bar date, as well as copies of the notices that were sent to these recipients. In
addition to numerous creditors and interested parties who received these notices, governmental
agencies like the Attorney General’s Office, the Department of Healthcare Services, the
Securities and Exchange Commission, the United States Department of Health and Human
Services, the Counties of San Mateo and Santa Clara, Daly City, the Los Angeles Tax Collector,
the LA County Treasurer and Tax Collector are among the parties receiving these types of
notices from the Bankruptcy Cases.
Attached to this Section 999.5(d)(10) as Exhibit 2 are various press releases issued by the
Applicant and letters sent out by VHS to its employees.

Title 11, California Code of Regulations,§ 999.5(d)(10)
Exhibit 1

KCC Notice List
Notice of Commencement DN 185
Notice Party
Accredited Agency
APA-PSA
Bank
Bondholder
Contract Counter-Party
Equipment Lienholder
Filed Claim - 503(b)(9) Claim
Filed Claim - Employee Claim (Non-Severance)
Filed Claim - Employee Claim (Severance)
Filed Claim - Patient Claim
Filed Claim - Pension Claim
Filed Claim - Trade Claim (Health Care Providers--Doctors, Nurses, Labs, etc.)
Filed Claim - Trade Claim (Vendor)
Garanty Beneficiary
Governmental Agency
Indenture Trustee
Insurance
Insurance Providers - Patients
Landlord
Lender
Lienholder
Noteholder
Redact - Employee
Redact - Employee (Former)
Redact - Employee Litigation
Redact (Fully) – Patient
Redact (Fully) – Patient Litigation
Retirement Fund Trustee
Schedule Claim - Tax Claim
Scheduled Claim - D
Scheduled Claim - F
Tenant
Top 50
Trade Vendor
UCC Lender
UCC Lienholder
Unclassified
Union
Utility Vendor
Vendor

Count
37
16
3
2
73
20
2
10
3
1
3
22
81
1
25
3
34
27
40
3
1
5
7732
15
315
23323
37
2
10
4
4
104
55
2
5
37
101
6
96
10966

Grand Total

43226

SFMC Notice of Sale Procedures and Sale Hearing DN 4167 & Bid Procedures Order DN
4165 (2/26/20 Tax/gov secured Sch G)
Notice Party

Count

Accredited Agency
Bondholder
Contract Counter-Party
Equipment Lienholder
Filed Claim - Bond/Note Claim
Filed Claim - Employee Claim (Non-Severance)
Filed Claim - Executory Contract Claim
Filed Claim - Guarantee Claim
Filed Claim - Indemnification Claim
Filed Claim - Insurance Claim
Filed Claim - Landlord Claim
Filed Claim - Pension Claim
Filed Claim - Tax Claim
Filed Claim - Trade Claim (Health Care Providers--Doctors, Nurses, Labs, etc.)
Filed Claim - Trade Claim (Vendor)
Governmental Agency
Insurance Providers - Patients
Landlord
Noteholder
Redact - Employee
Redact - Employee Litigation
Schedule Claim - Tax Claim
Scheduled Claim - F
Secured Claimant
Tax / Gov Agency
UCC Lender
UCC Lienholder
Union (no on core list)
Vendor

1
1
388
8
5
3
2
1
1
1
2
12
5
18
22
14
2
1
3
27
1
10
36
39
12
1
1
1
141

Grand Total

759

Notice of Bar Date DN 1544
Notice Party
Accredited Agency
APA-PSA
Bank
Bondholder
Contract Counter-Party
Equipment Lienholder
Filed Claim - 503(b)(9) Claim
Filed Claim - Blank Claim
Filed Claim - Customer Claim
Filed Claim - Employee Claim (Litigation)
Filed Claim - Employee Claim (Non-Severance)
Filed Claim - Employee Claim (Severance)
Filed Claim - Executory Contract Claim
Filed Claim - Governmental Claim
Filed Claim - Guarantee Claim
Filed Claim - Indemnification Claim
Filed Claim - Insurance Claim
Filed Claim - Landlord Claim
Filed Claim - Litigation Claim
Filed Claim - Patient Claim
Filed Claim - Pension Claim
Filed Claim - Tax Claim
Filed Claim - Trade Claim (Health Care Providers--Doctors, Nurses, Labs, etc.)
Filed Claim - Trade Claim (Vendor)
Filed Claim - Utility Claim
Garanty Beneficiary
Governmental Agency
Indenture Trustee
Insurance
Insurance Providers - Patients
Landlord
Lender
Lienholder
Litigation
Mechanics Lienholder
Noteholder
Redact - Employee
Redact - Employee (Former)
Redact - Employee Litigation
Redact (Fully) – Patient
Redact (Fully) – Patient Litigation
Retirement Fund Trustee
Schedule Claim - Tax Claim

Count
37
17
3
9
1287
46
11
1
1
1
37
19
5
1
1
1
1
5
10
28
3
14
548
638
9
1
25
3
34
27
42
3
18
1
1
14
7818
16
316
24392
38
2
18

Scheduled Claim - D
Scheduled Claim - F
Tenant
Top 50
Trade Vendor
UCC Lender
UCC Lienholder
Unclassified
Union
Utility Vendor
Vendor

4
766
105
55
8
5
40
1423
6
96
11024

Grand Total
Patient list going back 1 year

49034
269583
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3
4
5
6

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com
JOHN A. MOE, II (Bar No. 066893)
john.moe@dentons.com
TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com
DENTONS US LLP
601 South Figueroa Street, Suite 2500
Los Angeles, California 90017-5704
Tel: (213) 623-9300 / Fax: (213) 623-9924
Proposed Attorneys for the Chapter 11 Debtors and
Debtors In Possession

8

UNITED STATES BANKRUPTCY COURT

9

CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION

10
11

In re

Lead Case No. 2:18-bk-20151-ER

12

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC., et al.,

Jointly Administered With:
Case No. 2:18-bk-20162-ER
Case No. 2:18-bk-20163-ER
Case No. 2:18-bk-20164-ER
Case No. 2:18-bk-20165-ER
Case No. 2:18-bk-20167-ER
Case No. 2:18-bk-20168-ER
Case No. 2:18-bk-20169-ER
Case No. 2:18-bk-20171-ER
Case No. 2:18-bk-20172-ER
Case No. 2:18-bk-20173-ER
Case No. 2:18-bk-20175-ER
Case No. 2:18-bk-20176-ER
Case No. 2:18-bk-20178-ER
Case No. 2:18-bk-20179-ER
Case No. 2:18-bk-20180-ER
Case No. 2:18-bk-20181-ER
Chapter 11 Cases
Hon Judge Ernest M. Robles

13
14

Debtors and Debtors In Possession.

15

☒Affects All Debtors

16

☐ Affects Verity Health System of California, Inc.
☐ Affects O’Connor Hospital
☐ Affects Saint Louise Regional Hospital
☐ Affects St. Francis Medical Center
☐ Affects St. Vincent Medical Center
☐ Affects Seton Medical Center
☐ Affects O’Connor Hospital Foundation
☐ Affects Saint Louise Regional Hospital
Foundation
☐ Affects St. Francis Medical Center of Lynwood
Foundation
☐ Affects St. Vincent Foundation
☐ Affects St. Vincent Dialysis Center, Inc.
☐ Affects Seton Medical Center Foundation
☐ Affects Verity Business Services
☐ Affects Verity Medical Foundation
☐ Affects Verity Holdings, LLC
☐ Affects De Paul Ventures, LLC
☐ Affects De Paul Ventures - San Jose Dialysis,
LLC

17
18
19
20
21
22
23
24
25
26

Debtors and Debtors In Possession.

27
28

109031491\V-1

NOTICE OF CASE COMMENCEMENT
OF CHAPTER 11 CASES AND MEETING
OF CREDITORS PURSUANT TO
SECTION 341 OF THE BANKRUPTCY
CODE

Case 2:18-bk-20151-ER

Desc

1

TO ALL INTERESTED PARTIES:

2

COMMENCEMENT OF CASES: On August 31, 2018, the entities listed below (collectively,
the “Debtors”) filed voluntary petitions for relief under chapter 11 of title 11 of the United States
Code, 11 U.S.C. §§ 101 et. seq. (the “Bankruptcy Code”), with the United States Bankruptcy
Court for the Central District of California (Los Angeles Division) (the “Court”), and an order
for relief has been entered. The Debtors’ chapter 11 cases (collectively, the “Cases”) are being
jointly administered under Case No. 2:18-bk-20151-ER. You may be a creditor of one of the
Debtors.

3
4
5
6
7
8
DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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THIS NOTICE LISTS IMPORTANT DEADLINES. You may want to consult an attorney to
protect your rights. All documents filed in these Cases may be inspected at the Office of the
Claims and Noticing Agent at the address listed below:
Debtor

Address

Case No.

Tax ID No.
91-2145484

Verity Health System of
California, Inc.

2040 East Mariposa Ave.
El Segundo, CA

2:18-BK-20151-ER

O’Connor Hospital

2105 Forrest Ave.
San Jose, CA 95128

2:18-BK-20168-ER

Saint Louise Regional
Hospital

9400 No Name Uno
Gilroy, CA 95020

2:18-BK-20162-ER

St. Francis Medical Center

3630 East Imperial Hwy
Lynwood, CA 90262

2:18-BK-20165-ER

St. Vincent Medical Center

2131 West Third Street
Los Angeles, CA 90057

2:18-BK-20164-ER

91-2154438

Seton Medical Center

1900 Sullivan Ave.
Daly City, CA 94105

2:18-BK-20167-ER

91-2154441

O’Connor Hospital
Foundation

2105 Forrest Ave.
San Jose, CA 95128

2:18-BK-20179-ER

770006295

Saint Louise Regional
Hospital Foundation

9400 No Name Uno
Gilroy, CA 95020

2:18-BK-20172-ER

56-2384735

St. Francis Medical
Center of Lynwood
Foundation

3630 East Imperial Hwy
Lynwood, CA 90262

2:18-BK-20178-ER

St. Vincent Foundation

2131 West Third Street
Los Angeles, CA 90057

2:18-BK-20180-ER

St. Vincent Dialysis Center,
Inc.

201 South Alvarado, Suite 220
Los Angeles, CA 90057

2:18-BK-20171-ER

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

109031491\V-1

91-2154436
91-2154437

91-2154439

95-3190773

95-3922511

953749293

Case 2:18-bk-20151-ER

1
2
3

6

1900 Sullivan Ave.
Daly City, CA 94105

2:18-BK-20175-ER

94-2824033

Verity Business Services

2040 East Mariposa Ave.
El Segundo, CA

2:18-BK-20173-ER

51-0659139

Verity Medical Foundation

400 Race Street
San Jose, CA

2:18-BK-20169-ER

45-3691852

Verity Holdings, LLC

2040 East Mariposa Ave.
El Segundo, CA

2:18-BK-20163-ER

81-3038177

De Paul Ventures, LLC

203 Redwood Shores Pkwy, Ste
800
Redwood City, CA 94065

2:18-BK-20176-ER

De Paul Ventures – San
Jose Dialysis, LLC

203 Redwood Shores Pkwy, Ste
800
Redwood City, CA 94065

2:18-BK-20181-ER

7
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Seton Medical Center
Foundation

4
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37-1732430

PURPOSE OF CHAPTER 11 FILING: Chapter 11 of the Bankruptcy Code enables a debtor
to reorganize or liquidate pursuant to a plan of reorganization. A plan is not effective unless
approved by the Court at a confirmation hearing. Creditors will be given notice concerning any
plan and will be given notice if this case is dismissed or converted to another chapter of the
Bankruptcy Code. The Debtors will remain in possession of their property and will continue to
operate their business unless a trustee is appointed. No motion to appoint a trustee has been filed
at this time. Creditors may be sent a copy of the plan and a disclosure statement describing the
plan. Creditors may have the opportunity to vote on the plan. Creditors will be sent notice of the
date of the confirmation hearing and may object to confirmation of the plan and attend the
confirmation hearing.
CREDITORS MAY NOT TAKE CERTAIN ACTIONS: A creditor is anyone to whom the
Debtors owe money or property. Under the Bankruptcy Code, the Debtors are granted certain
protection against creditors. Common examples of prohibited actions by creditors include
contacting the Debtors to demand repayment, taking action against the Debtors to collect money
owed to creditors or to take property of the Debtors and starting or continuing foreclosure
actions, repossessions or wage deductions. If unauthorized actions are taken against the Debtors,
the Court may penalize the creditor who takes them. A creditor who is considering taking action
against the Debtors or property of the Debtors should review section 362 of the Bankruptcy
Code and may wish to seek legal advice.
MEETING OF CREDITORS: The Debtors’ representative, as specified in Federal Rule of
Bankruptcy Procedure 9001(5), is required to appear at a meeting of creditors on the date and at
the place set forth below for the purpose of being examined under oath. Attendance by creditors
at the meeting is welcomed, but not required. At the meeting, creditors may examine the
Debtors’ representative. The meeting may be continued or adjourned from time to time by notice
at the meeting, without further written notice to creditors.

27
28
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1
DATE, TIME AND LOCATION OF MEETING OF CREDITORS

2
3
4

Date: October 12, 2018
Time: 9:30 a.m.

Location: St. Vincent Hospital
Seton Auditorium
2131 West Third Street
Los Angeles, CA 90057

5
6
7
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9
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19
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22
23
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PROOF OF CLAIM: Schedules of creditors will be filed pursuant to Federal Rule of
Bankruptcy Procedure 1007, and the Debtors will seek an order of the Court establishing
procedures for the filing of proofs of claim. A proof of claim is a signed statement describing a
creditor’s claim. Any creditor holding a scheduled claim that is not listed as disputed, contingent
or unliquidated as to amount may, but is not required to, file a proof of claim in these cases.
Creditors whose claims are not scheduled or whose claims are listed as disputed, contingent or
unliquidated as to amount and who desire to participate in these cases or share in any distribution
must file their proofs of claim. A creditor who desires to rely on the schedules of creditors has
the responsibility for determining that the claim is listed accurately.
A proof of claim may be filed at any time prior to the deadline established by the Court. No
deadline has yet been established in these cases. When a deadline is established, all known
creditors will received notice of the deadline, along with a proof of claim form indicating how
their claim is scheduled and instructions for completing and filing a proof of claim. Proof of
claim forms are also available in the office of the clerk of the court of any bankruptcy court.
Kurtzman Carson Consultants LLC is the claims agent in these cases. The place to request a
proof of claim form from the Claims Agent is 2335 Alaska Avenue, El Segundo, California
90245. You will be notified by separate notice when and where to file a proof of claim.
PLEASE DO NOT FILE OR MAIL ANY PROOFS OF CLAIM OR OTHER
DOCUMENTATION, INCLUDING CORRESPONDENCE CONCERNING A CLAIM,
WITH OR TO ANYONE, INCLUDING THE BANKRUPTCY COURT, THE UNITED
STATES TRUSTEE AND/OR THE UNDERSIGNED COUNSEL, UNTIL YOU ARE
INSTRUCTED WHEN AND WHERE TO FILE A PROOF OF CLAIM
DISCHARGE OF DEBTS: Confirmation of a chapter 11 plan may result in a discharge of debts,
which may include all or part of your claim. See section 1141(d) of the Bankruptcy Code. A
discharge means that you may never try to collect your claim from any of the Debtors, except as
provided in the plan.
NOTICE: You will not receive notice of all documents filed in these cases. All documents filed
with the Court, including schedules of the Debtors’ property and debts, will be available for
inspection at the office of the clerk of the court. Since this case is governed by the Local
Bankruptcy Rules regarding electronic means of filing, signing and verifying documents, the
Court’s docket sheet and documents filed electronically are also accessible at the Court’s Internet
site, www.nysb.uscourts.gov, through an account obtained from Pacer Service Center by dialing
(800) 676-6856 (from the US) or (210) 301-6440 (from outside the US).
FURTHER INFORMATION: Further information concerning these chapter 11 cases may be
obtained by calling (888) 249-2741 (from the US and Canada) or (310) 751-2605 (from outside

109031491\V-1
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the US). The Claims Agent will also maintain a website, www.kccllc.net/verityhealth,
specifically for the Debtors’ bankruptcy cases from which anyone may download the claims
register and obtain other relevant information and documents pertaining to the Debtors’ cases at
no extra charge.
LEGAL ADVICE: The staff of the bankruptcy clerk’s office cannot give legal advice. Consult a
lawyer to determine your rights in this case.
Dated: September 13, 2018

7
8
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By: /s/Samuel R. Maizel
Samuel R. Maizel
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11

Proposed Attorneys for
Debtors and Debtors in Possession
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1

This matter coming before the Court on the motion [Docket No. 4069] (the “Motion”)1 of

2

the above-captioned debtors and debtors in possession (the “Debtors”) for the entry of the Order,

3

as applicable, pursuant to §§ 105(a), 363, and 365 of title 11 of the United States Code, 11 U.S.C.

4

§§ 101, et seq. (the “Bankruptcy Code”),2 Rules 2002, 6004, 6006, 9007, and 9014 of the Federal

5

Rules of Bankruptcy Procedure and Rules 6004-1(b) and 9013-1 of the Local Bankruptcy Rules

6

of the United States Bankruptcy Court for the Central District of California (“LBR”): (a)

7

approving a process by which interested parties may bid (a “Bid”) to purchase St. Francis

8

Medical Center (“St. Francis”) and related assets (collectively, the “Purchased Assets”), including

9

the assignment and assumption of Assumed Executory Contracts, together with the payment of

10

Cure Costs (as such terms are defined in the Motion); (b) approving a process by which, at the

11

Debtors’ election, a stalking-horse bidder may be selected from among those parties making a

12

Bid, and bidding protections may be granted to such stalking horse bidder without further order of

13

the Court; (c) setting bid procedures to establish guidelines for parties interesting in making initial

14

Bids and overbids to such initial Bids; (d) if multiple Qualified Bids (as defined in the Motion)

15

are received, scheduling an auction of the Purchased Assets; and (e) scheduling a sale hearing for

16

the Court to approve the highest and best Qualified Bid. The Court, having found that (i) the

17

Court has jurisdiction to consider the Motion and the relief requested therein pursuant to 28

18

U.S.C. §§ 157 and 1334, (ii) venue is proper in this district pursuant to 28 U.S.C. §§ 1408 and

19

1409, (iii) this is a core proceeding pursuant to 28 U.S.C. § 157(b), and (iv) notice of the Motion

20

was sufficient under the circumstances and properly given; and it appearing that no other or

21

further notice need be provided; and having considered the limited objection [Docket No. 4016]

22

(the “Limited Objection”) filed by UnitedHealthcare Insurance Company (“United”), the

23

reservation of rights [Docket No. 4108] filed by U.S. Bank National Association, as Series 2015

24

Note Trustee and Series 2017 Note Trustee (“U.S. Bank”), the reservation of rights [Docket No.

25

4119] filed by SEIU United Healthcare Workers-West (“SEIU-UHW”), the Debtors’ reply

26

1

27
28

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
2

All references to “§” or “section” herein are to the Bankruptcy Code. All references to “Rules”
are to the Federal Rules of Bankruptcy Procedure.
US_Active\114292022\V-3
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1

[Docket No. 4132] (the “Reply”) thereto, and any other argument or evidence properly before the

2

Court; and a hearing on the proposed Bidding Procedures as detailed in the Motion having been

3

held (the “Hearing”); and after due deliberation the Court having determined that the relief

4

requested in the Motion with respect to the proposed Bidding Procedures is in the best interests of

5

the Debtors, their estates, and their creditors; and for the reasons set forth in the Court’s Order

6

Setting Briefing Schedule to Determine Whether Strategic Global Management Should Be

7

Disqualified from Participating in the Auction [Docket No. 4161] (the “Scheduling Order”) and

8

the tentative ruling attached thereto as Exhibit A, which the Court adopts as its final ruling and

9

which is incorporated herein by reference (the “Ruling”); and good and sufficient cause having

10

been shown:

11

AND IT IS FURTHER FOUND AND DETERMINED THAT: 3

12

A.

The statutory and legal predicates for the relief requested in the Motion and

13

provided for herein are §§ 105(a), 363, and 365, Rules 2002, 6004, 6006, 9007, and 9014, and

14

LBR 6004-1(b) and 9013-1.

15

B.

In the Motion, the Reply, and at the Hearing, the Debtors demonstrated that good

16

and sufficient notice of the relief granted by this Order has been given and no further notice is

17

required. A reasonable opportunity to object or be heard regarding the relief granted by this

18

Order has been afforded to those parties entitled to notice pursuant to Bankruptcy Rule 2002 and

19

all other interested parties.

20

C.

The Debtors’ proposed Procedures Notice, Cure Notice, the Auction, the Auction

21

Procedures, and the hearing to approve the sale of the Purchased Assets (the “Sale Hearing”) are

22

appropriate and reasonably calculated to provide all interested parties with timely and proper

23

notice, and no other or further notice is required.

24
25
26
27
28

3

The findings and conclusions set forth herein constitute the Court’s findings of fact and
conclusions of law pursuant to Bankruptcy Rule 7052, made applicable to this proceeding
pursuant to Bankruptcy Rule 9014. To the extent that any of the following findings of fact
constitute conclusions of law, they are adopted as such. To the extent that any of the
following conclusions of law constitute findings of fact, they are adopted as such.

US_Active\114292022\V-3
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The Bidding Procedures substantially in the form attached hereto as Exhibit “1”

2

are fair, reasonable, and appropriate and are designed to maximize the recovery from the Sale of

3

the Purchased Assets.

4
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E.

The Break-Up Fee is reasonably calculated to: (1) attract or retain a potentially

5

successful bid; (2) establish a bid standard or minimum for other bidders to follow; and (3) attract

6

additional bidders. Accordingly, in light of the foregoing, the size and nature of the Sale, and the

7

efforts that would be expended by a Stalking Horse Purchaser, the Break-Up Fee is reasonable

8

and appropriate.

9

F.

The procedures for assumption and assignment of Assumed Executory Contracts

10

(the “Assumption and Assignment Procedures”) provided for herein and the Cure Notice are

11

reasonable and appropriate and consistent with the provisions of § 365 and Rule 6006. The

12

Assumption and Assignment Procedures and the Cure Notice have been narrowly tailored to

13

provide an adequate opportunity for all non-debtor counterparties to the Assumed Executory

14

Contracts to assert any Assumption Objection.

15

G.

Entry of (i) this Order at this time and (ii) an order approving the Sale (the “Sale

16

Order”) after the Sale Hearing is in the best interests of the Debtors, their estates and creditors,

17

and all other parties in interest.

18

NOW, THEREFORE, IT IS HEREBY ORDERED THAT:

19

1.

The Motion is GRANTED as set forth herein.

20

2.

The Limited Objection is hereby SUSTAINED. The Debtors shall provide United

21

an irrevocable designation with respect to the assumption and assignment of United’s contracts

22

related to the Sale within 48 hours of the conclusion of the Auction. If no Auction is held, the

23

Debtors shall provide United such irrevocable designation by no later than April 9, 2020, at 10:00

24

a.m. (prevailing Pacific Time).

25

3.

The rights of U.S. Bank and SEIU-UHW are preserved as set forth in the Ruling.

26

4.

Except as set forth in the Scheduling Order, any other objections to the relief

27

requested in the Motion, insofar as it related to this Order, that have not been resolved herein,

28

withdrawn, waived or settled are overruled.

US_Active\114292022\V-3
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1

5.

The Bidding Procedures attached hereto as Exhibit “l” are APPROVED.

2

6.

The Debtors, in their discretion, after consultation with the Committee, and with

3

the prior consent of the Prepetition Secured Creditors,4 are authorized to designate a Qualified

4

Bidder as the “Stalking Horse Bidder” and award stalking horse protections, including a break-up

5

fee and expense reimbursement in an amount not to exceed in the aggregate 2.5% of the proposed

6

Purchase Price under such Qualified Bidder’s Qualified APA (the “Break-Up Fee”). The Debtors

7

shall have no obligation to designate any Qualified Bidder as the Stalking Horse Bidder. The

8

award of stalking horse protection may occur without further notice (other than an announcement

9

to Potential Bidders no later than the commencement of the Auction) or order of the Court. If

10

such designation is made, unless the Debtors receive a higher or better bid prior to the Auction,

11

the Opening Bid at the Auction shall be the Bid of the Qualified Bidder that has been designated

12

as the Stalking Horse Bidder.

13

7.

The Break-Up Fee is APPROVED. Any Break-Up Fee, to the extent payable,

14

shall only be paid from the cash proceeds received by the Debtors at the closing of a Sale with a

15

Qualified Bidder other than the Stalking Horse Bidder.

16

8.

The Bid Deadline shall be April 3, 2020 at 5:00 p.m. (prevailing Pacific Time).

17

9.

Any party with a valid, properly perfected prepetition or post-petition security

18

interest in any of the Purchased Assets may credit bid (any such bid, a “Credit Bid” and any party

19

submitting a Credit Bid, each a “Credit Bidder”) for such Purchased Assets in connection with the

20

Sale in accordance with and pursuant to § 363(k), except as otherwise limited by the Court for

21

cause; provided however, that no Credit Bidder may Credit Bid unless (x) all secured creditors

22

with a valid and perfected security interest in the Purchased Assets subject to the Credit Bid that

23

rank equal or senior to the security interest of the Credit Bidder in the Purchased Assets consent

24

in writing to such Credit Bid or (y) the Credit Bid expressly provides for the payment in full in

25

cash at the closing on account of the Purchased Assets subject to valid and perfected security

26
27
28

As such term is defined in the Final Order (I) Authorizing Postpetition Financing, (II)
Authorizing Use of Cash Collateral, (III) Granting Liens and Providing Superpriority
Administrative Expense Status, (IV) Granting Adequate Proection, (V) Modifying Automatic
Stay, and (VI) Granting Related Relief (the “Final DIP Order”).
4
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1

interests in the Purchased Assets that are equal or senior in rank to the security interests of the

2

Credit Bidder. Nothing in this Order or the exhibits hereto shall limit the rights of any party in

3

interest to seek relief from this Court related to the right or alleged right of any creditor to

4

exercise a Credit Bid for any of the Purchased Assets.

5
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10.

The Debtors, after consultation with the Official Committee of Unsecured

6

Creditors and the Prepetition Secured Creditors (collectively, the “Consultation Parties”), shall

7

determine, in their reasonable discretion, whether a Bid has satisfied each of the Bid

8

Requirements.

9

consultation with the Consultation Parties, whether any submitted bids constitute Qualified Bids.

10

11.

One business day prior to the Auction, the Debtors shall determine, after

If any Bids are designated as Qualified Bids, the Auction shall be held on April 7,

11

2020, at 10:00 a.m. (prevailing Pacific Time) at the offices of Dentons US LLP, 601 South

12

Figueroa Street, Suite 2500, Los Angeles, CA 90017, or at such other location as shall be

13

identified in a notice filed with the Bankruptcy Court at least twenty-four (24) hours before the

14

Auction, pursuant to the Auction Procedures set forth in the Bidding Procedures.

15

12.

At the Auction, each Qualified Bidder shall be required to confirm that it has not

16

engaged in any collusion with respect to the bidding or the sale, and the Auction shall be

17

conducted openly and transcribed (with the Consultation Parties, and their respective legal and

18

financial advisors, permitted to attend). Upon the conclusion of the Auction (if such Auction is

19

conducted), the Debtors, in the exercise of their reasonable, good-faith business judgment and

20

after consultation with the Consultation Parties, shall identify (i) the Winning Bid, which is the

21

highest and best Qualified Bid submitted at the Auction; and (ii) the next highest and best

22

Qualified Bid (the “Back-Up Bid” and the party submitting the Back-Up Bid, the “Back-Up

23

Bidder”).

24

Qualified Bid conformed to the provisions of the Winning Bid and the Back-Up Bid, as

25

applicable, as soon as practicable, but in no event later than prior to the Sale Hearing.

26

13.

Each of the Winning Bidder and the Back-Up Bidder shall execute a definitive

The Sale Hearing shall be held on April 9, 2020, at 10:00 a.m. (prevailing

27

Pacific Time) before this Court, the U.S. Bankruptcy Court for the Central District of California,

28

255 E. Temple St., Los Angeles, California 90012. Any objections to the Sale (other than an

US_Active\114292022\V-3

-6-

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

Case 2:18-bk-20151-ER

Doc 4165 Filed 02/26/20 Entered 02/26/20 15:23:49
Main Document Page 7 of 31

Desc

1

Assumption Objection (defined herein) which shall be governed by the procedures set forth

2

below) (a “Sale Objection”), must: (i) be in writing; (ii) comply with the Rules and the LBRs;

3

(iii) set forth the specific basis for the Sale Objection; (iv) be filed with the Court, 255 E. Temple

4

St., Los Angeles, California 90012, together with proof of service, April 8, 2020, at 5:00 p.m.

5

(prevailing Pacific Time) (the “Sale Objection Deadline”); and (v) be served, so as to be actually

6

received on or before the Sale Objection Deadline, upon (i) counsel to the Debtors: Dentons US

7

LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA 90017 (Attn: Tania M. Moyron

8

(tania.moyron@dentons.com)); (ii) the Debtors’ Investment Banker: Cain Brothers, a division of

9

KeyBanc Capital Markets, 1 California Street, Suite 2400, San Francisco, CA 94111 (Attn: James

10

Moloney (jmoloney@cainbrothers.com)); (iii) counsel to the Official Committee of Unsecured

11

Creditors: Milbank, Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd Floor, Los

12

Angeles, CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to the Master

13

Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One

14

Financial

15

(dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the Series 2015 Notes Trustee:

16

McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn:

17

Nathan F. Coco and Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to

18

the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South Seventh Street,

19

Minneapolis, MN 55402 (Attn: Clark Whitmore (clark.whitmore@maslon.com)); and (vii)

20

counsel to the MOB Lenders: Jones Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce

21

Bennett,

22

brosenblum@jonesday.com, psaba@jonesday.com)) (collectively, the “Notice Parties”). If a Sale

23

Objection is not filed and served on or before the Sale Objection Deadline, the objecting party

24

may be barred from objecting to the Sale and may not be heard at the Sale Hearing, and this Court

25

may enter the Sale Order without further notice to such party. Replies to any Sale Objections

26

may be presented at the Sale Hearing.

27
28

14.

Center,

Boston,

Benjamin

MA

02111

Rosenblum,

(Attn:

and

Daniel

Peter

S.

Saba

Bleck

and

Paul

Ricotta

(bbennett@jonesday.com,

The Sale Hearing may be adjourned from time to time without further notice to

creditors or parties in interest other than by announcement of the adjournment in open court on
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1

the date scheduled for the Sale Hearing, and the Debtors shall have the exclusive right, in the

2

exercise of their fiduciary obligations and business judgment, and after consultation with the

3

Consultation Parties, to cancel the Sale at any time subject to, and in accordance with, the terms

4

of this Order.

5

15.

The following forms of notice are approved: (a) the Procedures Notice, in the form

6

substantially similar to that attached hereto as Exhibit “2” and (b) the Cure Notice, in the form

7

substantially similar to that attached hereto as Exhibit “3.”

8
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16.

The Debtors shall file with the Court and serve a copy of this Order and the

9

Procedures Notice by first class mail, postage prepaid, on the Notice Parties and all parties that

10

the Debtors are required to serve pursuant to LBR 6004-1(b)(3) and the Order Granting

11

Emergency Motion of Debtors for Order Limiting Scope of Notice [Docket No. 132] not later than

12

February 26, 2020.

13

17.

The Debtors shall file with the Court and serve the Cure Notice (along with a copy

14

of this Bidding Procedures Order) upon each counterparty to the Assumed Executory Contracts

15

by no later than March 13, 2020. The Cure Notice shall state (i) the date, time, and place of the

16

Sale Hearing, and (ii) the date by which any Assumption Objection must be filed and served. The

17

Cure Notice also will identify the amounts, if any, that the Debtors believe are owed to each

18

counterparty to an Assumed Executory Contract in order to cure any defaults that exist under such

19

contract (the “Cure Amounts”).

20

18.

To the extent there are any contracts added to the list of contracts to be assumed by

21

the Winning Bidder pursuant to the Winning Bid APA selected at the Auction, this Order

22

constitutes authority to assume and assign that contract to the Winning Bidder pursuant to § 365;

23

each such contract will be listed on an exhibit to the Winning Bid APA, and shall be reflected in a

24

separate Cure Notice, which is to be filed and served by overnight delivery by the Debtors within

25

seven (7) days of the conclusion of the Auction and announcement of the Winning Bidder.

26

19.

The inclusion of a contract, lease, or other agreement on the Cure Notice shall not

27

constitute or be deemed a determination or admission by the Debtors and their estates or any

28

other party in interest that such contract, lease, or other agreement is, in fact, an executory
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1

contract or unexpired lease within the meaning of the Bankruptcy Code, and any and all rights

2

with respect thereto shall be reserved.

3
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20.

If any counterparty to an Assumed Executory Contract wishes to file an

4

Assumption Objection, such counterparty must file and serve it so as to be actually received by

5

the Notice Parties by no later than: (i) April 3, 2020, at 5:00 p.m. (prevailing Pacific Time), (ii)

6

such later date otherwise specified in the Cure Notice, or (iii) solely with respect to those

7

counterparties to Assumed Executory Contracts who are not initially served with a Cure Notice,

8

seven (7) days after service by overnight mail of such Cure Notice (the “Assumption Objection

9

Deadline”). The Court will make any and all determinations concerning adequate assurance of

10

future performance under the Assumed Executory Contracts pursuant to §§ 365(b) and (f)(2) of

11

the Bankruptcy Code at the Sale Hearing.

12

21.

To the extent the Assumed Executory Contract counterparty wishes to object to the

13

Cure Amount, if any, set forth in the Cure Notice, its Assumption Objection must set forth with

14

specificity each and every asserted default in any executory contract or unexpired lease and the

15

monetary cure amount asserted by such counterparty to the extent it differs from the amount, if

16

any, specified by the Debtors in the Cure Notice.

17

22.

Any counterparty to an Assumed Executory Contract that fails to timely file and

18

serve an objection to the Cure Amounts shall be forever barred from asserting that a Cure

19

Amount is owed in an amount in excess of that set forth in the Cure Notice.

20

23.

If a contract or lease is assumed and assigned pursuant to Court order, then except

21

for Disputed Cure Amounts (as defined herein), the Assumed Executory Contract counterparty

22

shall receive no later than three (3) business days following the closing of the Sale, the Cure

23

Amount, if any, as set forth in the Cure Notice. All Cure Amounts will be funded in accordance

24

with the terms and conditions of the Winning Bid APA.

25

24.

Assumption Objections (including those related to adequate assurance of future

26

performance) will be resolved by the Court at the Sale Hearing. In the event that the Debtors and

27

the counterparty cannot resolve the Cure Amount, such dispute may be resolved by the Court at

28

the Sale Hearing or such later date as may be agreed to or ordered by the Court. The Debtors
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1

shall segregate from the sale proceeds any disputed Cure Amounts that are required to be paid by

2

the Debtors under the asset purchase agreement (“Disputed Cure Amounts”) pending the

3

resolution of any such disputes by the Court or mutual agreement of the parties.

4
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25.

The Winning Bidder shall be responsible for satisfying any requirements regarding

5

adequate assurance of future performance that may be imposed under § 365(b) in connection with

6

the proposed assignment of any Assumed Executory Contract, and the failure to provide adequate

7

assurance of future performance to any counterparty to any Assumed Executory Contract shall

8

not excuse the Winning Bidder from performance of any and all of its obligations pursuant to the

9

Winning Bid APA.

10

26.

Except to the extent otherwise provided in the Winning Bid APA, the Debtors and

11

their estates shall be relieved of all liability under the Assumed Executory Contracts accruing or

12

arising after the assumption and assignment of such contracts pursuant to § 365(k).

13

27.

All proceeds of the Sale of the Purchased Assets shall be paid by the Winning

14

Bidder to the Debtors and such proceeds shall be deposited in accordance with paragraph 4 of the

15

Final DIP Order, and all liens, claims, interests and encumbrances on the Purchased Assets sold

16

pursuant to the Sale shall attach to the proceeds of the Sale with the same force, effect, validity

17

and priority as such liens, claims, interests and encumbrances had on such Purchased Assets prior

18

to the closing of the Sale to the Successful Bidder, subject, for the avoidance of doubt, to the

19

Final DIP Order and the Intercreditor Agreement (as defined in the Final DIP Order).

20
21

28.

To the extent the provisions of this Order are inconsistent with the provisions of

any Exhibit referenced herein or with the Motion, the provisions of this Order shall control.

22

29.

The Court shall retain exclusive jurisdiction over all matters arising from or related

23

to the interpretation and implementation of this Order.

24

///

25

///

26

///

27

///

28

///
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1

BIDDING PROCEDURES

2

Verity Health System of California, Inc., Verity Holdings, LLC and St. Francis Medical Center
(“Debtors”) propose to conduct an auction for the Sale (as defined under Paragraph 1 below) of
the Purchased Assets (as defined under Paragraph 2 below) and will proceed in accordance with
the following bid procedures (“Bidding Procedures”) which have been approved pursuant to an
Order entered by the United States Bankruptcy Court for the Central District of California, Los
Angeles Division (“Bankruptcy Court”) on __________, 2020 (“Bidding Procedures Order”) in
the jointly administered, Chapter 11 cases styled Verity Health System of California, Inc., Lead
Case No. 2:18-bk-20151-ER (the “Bankruptcy Cases”).

3
4
5
6
7
8
9
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10
11

The form of asset purchase agreement for the Sale is posted in the Debtors’ on-line data room (the
“Draft APA”). As provided for below, the Debtors are soliciting bids (“Bids”) for the proposed
acquisition of the Purchased Assets, in accordance with the procedures below, which require,
among other requirements, that prospective bidders submit an executed asset purchase agreement,
in the form of the Draft APA, along with a marked version evidencing any changes to the Draft
APA. The Debtors will consider all Bids which comply with the terms of these Bidding
Procedures; provided, that, Bids will be evaluated based upon the cash consideration provided by
such offer.

12

1.

Sale Proposal. These Bidding Procedures set forth the terms by which
prospective bidders may qualify for and participate in the Auction (as defined
under Paragraph 13 below), thereby competing to make the highest and best offer
for the Purchased Assets. The sale of the Purchased Assets (a “Sale”) shall be free
and clear of any and all claims, liens, and other encumbrances, pursuant to § 363
of title 11 of the United States Code (the “Bankruptcy Code”),5 with all such liens,
claims and encumbrances attaching to the proceeds of the Sale to the same extent
and with the same priority as such liens, claims and encumbrances attached to the
Purchased Assets prior to the Sale.

2.

Purchased Assets. For purposes of a Sale, the “Purchased Assets” consist of
any or all tangible and intangible real and personal property assets of the Debtors
as defined and set forth in the Draft APA.

3.

“As Is, Where Is” Sale. Except as explicitly set forth in the Draft APA, any
Sale of the Purchased Assets will be transferred on an “as is, where is” basis, with
all faults, and without representations or warranties of any kind, nature or
description by the Debtors, their agents or estates, whether written, verbal, express,
implied, or by operation of law.

4.

Consultation Parties. “Consultation Parties” means, collectively, the Official
Committee of Unsecured Creditors; UMB Bank, N.A., as successor Master
Trustee (“UMB”); Wells Fargo Bank National Association, as bond indenture
trustee under the bond indentures relating to the 2005 Bonds (“Wells Fargo”); U.S.
Bank National Association, solely in its capacity as the note indenture trustee and
as the collateral agent under each of the note indentures relating to the 2015
Working Capital Notes and the 2017 Working Capital Notes (“U.S. Bank”); and

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

5

Unless specified otherwise, all “§” or “Section” references are to the Bankruptcy Code.
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1

3

5.

Potential Bidders / Execution of NDA/ Financial Information. To participate
in the Auction, any party (a “Potential Bidder”) wishing to submit a Bid to
purchase the Purchased Assets must execute, or have executed, a nondisclosure
agreement (“NDA”) in the form provided by Debtors’ advisors and in form and
substance satisfactory to the Debtors before such Potential Bidder may receive due
diligence information from the Debtors, including access to the Debtors’ on-line
data room or other non-public information relating to the Purchased Assets. In
addition, any Potential Bidder must submit financial information to the Debtors to
evidence such Potential Bidder’s ability to consummate the Sale, which
information must be satisfactory to the Debtors after consultation with the
Consultation Parties.

6.

Due Diligence. After receipt of an executed NDA, the Debtors shall, upon
request by the Potential Bidder, provide each Potential Bidder reasonable due
diligence information as soon as reasonably practicable after such request,
including access to the Debtors’ on-line data room. The Debtors shall not furnish,
and shall have no obligation to furnish, any confidential and/or non-public
information relating to the Purchased Assets or the Debtors (collectively,
“Confidential Information”), or grant access to the Debtors’ on-line data room, to
(i) any person that does not qualify as a Potential Bidder, or (ii) to Potential
Bidders who, at such time and in the Debtors’ reasonable business judgment, after
consultation with the Consultation Parties, have not established, or who have
raised doubt, that such Potential Bidder intends in good faith to, or has the capacity
to, consummate the Sale.

7.

Representations and Warranties. The Debtors make no representation or
warranty as to the Confidential Information provided through the due diligence
process or otherwise, except to the extent set forth in the Draft APA (or as set
forth in any Qualified APA (as defined under Paragraph 9 below) entered into
between the Debtors and the Winning Bidder (as defined under Paragraph 13
below). No party may conduct any additional due diligence after the Bid
Deadline (as defined under Paragraph 8 below).

8.

Bid Deadline. Potential Bidders must submit their Bids so that such Bids are
actually received by each of the following parties no later than 5:00 p.m.
(Pacific Time) on April 3, 2020 (the “Bid Deadline”): (i) counsel to the Debtors:
Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA 90017
(Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’
Investment Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1
California Street, Suite 2400, San Francisco, CA 94111 (Attn: James Moloney

4
5
6
7
8

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

28

Desc

Verity MOB Financing, LLC and Verity MOB Financing II, LLC (“MOB
Lenders”).6 UMB, Wells Fargo, U.S. Bank, and the MOB Lenders are collectively
referred to herein as the “Prepetition Secured Creditors.”

2

27
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Such parties are further described in the Final Order (I) Authorizing Postpetition Financing, (II)
Authorizing Use of Cash Collateral, (III) Granting Liens and Providing Superpriority
Administrative Expense Status, (IV) Granting Adequate Protection, (V) Modifying Automatic
Stay, and (VI) Granting Related Relief [Docket No. 409] (the “Final DIP Order”).
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10
11
12
13
14

16
17

9.

Qualified Bid. In order to constitute a “Qualified Bid,” a Bid must satisfy the
following requirements (the “Bid Requirements”):
(a)

be submitted (i) in writing and (ii) be received by the Bid Deadline
Recipients by the Bid Deadline as set forth in Paragraph 8 of these
Bidding Procedures, subject to Paragraph 11 of these Bidding Procedures;

(b)

constitute a good faith, bona fide offer to purchase the Purchased Assets
in accordance with the terms of the Qualified APA (as defined in this
Paragraph 9) for a proposed purchase price (“Purchase Price”) identified
in such Qualified APA and defined as the “Purchase Price” therein;

(c)

identify the legal name of the Potential Bidder (including any direct or
indirect equity holders, if the Potential Bidder is an entity formed for the
purpose of consummating the proposed Sale);

(d)

be accompanied by a clean and a duly executed copy of an asset purchase
agreement (the “Qualified APA”), the form of which shall be consistent
with the Draft APA and which shall not be inconsistent with these
Bidding Procedures;

(e)

be accompanied by a copy of the Qualified APA which is marked to
reflect the amendments and modifications compared to the Draft APA;

18
19
20
21
22
23
24
25
26
27

Desc

(jmoloney@cainbrothers.com)); (iii) counsel to the Official Committee: Milbank,
Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd Floor, Los Angeles,
CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to the
Master Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris,
Glovsky and Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn: Daniel
S. Bleck and Paul Ricotta (dsbleck@mintz.com, pricotta@mintz.com));
(v) counsel to the Series 2015 Notes Trustee: McDermott Will & Emergy LLP,
444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn: Nathan F. Coco and
Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to the
Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South
Seventh Street, Minneapolis, MN 55402 (Attn: Clark Whitmore
(clark.whitmore@maslon.com)); and (vii) counsel to the MOB Lenders: Jones
Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce Bennett, Benjamin
Rosenblum,
and
Peter
Saba
(bbennett@jonesday.com,
brosenblum@jonesday.com, psaba@jonesday.com)) (collectively, the “Bid
Deadline Recipients”). Potential Bidders may either e-mail their Bids to the e-mail
addresses listed above or may deliver hard-copies of their Bids to the physical
addresses listed above so that they are actually received by the Bid Deadline. The
Debtors shall have no obligation to consider any other delivery format, such as fax,
as being acceptable. The Debtors may, in their sole discretion after consultation
with the Consultation Parties, extend the Bid Deadline until the commencement of
the Auction for one or more Potential Bidders without prior notice to any party,
but shall have no obligation to do so under any circumstances.

2

15
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1

be accompanied by a copy of the draft Sale Order (as defined under
Paragraph 15 below) marked to reflect the amendments and modifications
(if any) compared to the form of draft Sale Order posted in the Debtors’
on-line data room;

(g)

be accompanied by a copy of the draft California Attorney General
conditions marked to reflect the amendments and modifications (if any)
compared to the form of draft California Attorney General conditions
posted in the Debtors’ on-line data room;

(h)

unless it is a Credit Bid (as defined below), be accompanied by a deposit
by wire transfer in the amount of ten percent (10%) of the aggregate
Purchase Price in certified funds or such other amount acceptable to the
Debtors, in consultation with the Consultation Parties (“Deposit”), to be
held in escrow and treated in accordance with the provisions of Paragraph
16 of these Bidding Procedures;

(i)

provide sufficient and adequate information to demonstrate to the
satisfaction of the Debtors, in consultation with the Consultation Parties,
that such Potential Bidder has the financial wherewithal and ability to
consummate the Sale;

(j)

include a written statement that the Potential Bidder agrees to be bound
by the terms of the Bidding Procedures and the Bidding Procedures Order
and consents to the jurisdiction of the Bankruptcy Court (including
waiving any right to a jury trial) in connection with any disputes related
to these Bidding Procedures as well as (each as defined below) the
Auction, the Sale Hearing, the Sale Order and/or the closing of the Sale;

(k)

include a written statement outlining the absence or presence, and details
thereof, of any relationship, affiliation, or connection of any kind between
the Potential Bidder, on the one hand, and the Debtors and/or any of their
affiliates, current or former officers, directors, and/or investors;

(l)

not be conditioned on any due diligence, financing, or other contingencies
other than entry of the Sale Order, and any other contingencies solely to
the extent set forth in the Qualified APA;

(m)

remain irrevocable until forty-eight (48) hours after the conclusion of the
Sale Hearing or such longer period of time as set forth below if the
Potential Bidder is selected as the Winning Bidder or Back-Up Bidder (as
defined below);

(n)

states that the Potential Bidder is willing to serve as a Back-Up Bidder
and that its Qualified Bid (or any Qualified Bid as modified at the
Auction) shall constitute the Back-Up Bid if the Debtors determine that it
qualifies as the Back-Up Bid in accordance with the provisions of
Paragraph 14; and

3
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7
8
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(o)
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9
10

11.

Determination of Qualified Bids.
A Bid that satisfies each of the Bid
Requirements, as determined by the Debtors in their reasonable discretion, in
consultation with the Consultation Parties, constitutes a “Qualified Bid”, and such
Potential Bidder constitutes a “Qualified Bidder.” The Debtors may determine
that a Bid is not a Qualified Bid if the Qualified APA differs in any material
respect from the Draft APA. One business day prior to the Auction, the Debtors
shall determine, after consultation with the Consultation Parties, whether any
submitted bids constitute Qualified Bids. The Debtors shall file and serve on all
Potential Bidders that submitted a Bid (regardless of whether such Bid was
determined to be a Qualified Bid) a notice (the “Auction Notice”) indicating which
Potential Bidders have submitted Qualified Bids. If any Bids are designated as
Qualified Bids, the Auction shall be conducted on April 7, 2020 as further
described below.

12.

Credit Bid. Any party with a valid, properly perfected prepetition or postpetition security interest in any of the Purchased Assets may credit bid (any such
bid, a “Credit Bid” and any party submitting a Credit Bid, each a “Credit Bidder”)
for such Purchased Assets in connection with the Sale in accordance with and
pursuant to § 363(k), except as otherwise limited by the Bankruptcy Court for
cause; provided, however, that no Credit Bidder may Credit Bid unless (x) all
secured creditors with a valid and perfected security interest in the Purchased

13
14
15
16

18
19
20
21
22
23
24

26
27
28

if such Qualified Bid includes a Credit Bid (as defined below), evidence
of (a) the basis, amount and priority of the Credit Bidder’s (as defined
below) security interest in the Purchased Assets that are subject to the
Credit Bid and (b) the basis of the Credit Bidder’s authority to make such
Credit Bid if the Credit Bidder’s secured claim is held in a representative
capacity. No Bid that includes a Credit Bid made pursuant to § 363(k)
shall qualify as a Qualified Bid, whether made at the Auction or before,
unless (x) all secured creditors with a valid and perfected security interest
in the Purchased Assets subject to the Credit Bid that rank equal or senior
to the security interest of the Credit Bidder in such Purchased Assets
consent in writing to such Credit Bid or (y) the Credit Bid expressly
provides for the payment in full in cash at the closing on account of the
Purchased Assets subject to valid and perfected liens that are senior in
rank to the security interests of the Credit Bidder.

Discretionary Determination of Stalking Horse Bidder. The Debtors, in their
discretion, after consultation with the Committee, and with the prior consent of the
Prepetition Secured Creditors, may agree that a Qualified Bidder shall be afforded
stalking horse status and protections (the “Stalking Horse Bidder”), including a
break-up fee and expense reimbursement in an amount not to exceed in the
aggregate 2.5% of the proposed Purchase Price under such Qualified Bidder’s
Qualified APA (the “Break-Up Fee”). Any Break-Up Fee, to the extent payable,
shall only be paid from proceeds received by the Debtors at the closing of a Sale
with a Qualified Bidder other than the Stalking Horse Bidder. The award of
stalking horse protection may occur without further notice (other than an
announcement to Potential Bidders no later than the commencement of the
Auction) or order of the Bankruptcy Court.

12

25
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13.

Auction. The Debtors shall conduct an auction on April 7, 2020 at the offices of
Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, California
90017, commencing at 10:00 a.m. Pacific Time (the “Auction”). The Auction will
be conducted to determine the highest and best Qualified Bid (the “Winning Bid,”
with such bidder being the “Winning Bidder”). Subject to paragraph 18 below, the
Auction will be conducted in accordance with the following procedures (the
“Auction Procedures”):
(a)

only Qualified Bidders, in person or through duly-authorized
representatives at the Auction may bid at the Auction, and every
Qualified Bidder must have at least one (1) such duly-authorized
representative with authority to bind the Qualified Bidder at the Auction;

(b)

only such authorized representatives of each of the Qualified Bidders, the
Debtors, the Consultation Parties and their respective legal and financial
advisors shall be permitted to attend the Auction;

(c)

prior to the commencement of the Auction, representatives of the
Debtors, and/or the Consultation Parties may have discussions with each
Qualified Bidder with respect to the terms and conditions of such
Qualified Bids, and the Debtors will have selected, in consultation with
the Consultation Parties, a Qualified Bid to become the opening bid at the
Auction (the bid submitted by such Qualified Bidder shall be referred to
as the “Opening Bid” and the Qualified Bidder shall be referred to as the
“Opening Bidder”);

(d)

bidding shall commence at the amount of the Opening Bid. The Opening
Bid shall be announced by the Debtors at or before the commencement of
the Auction. Other Qualified Bidders may then submit successive bids in
increments of at least $2,000,000 (plus, with respect to the first
successive bid, the amount of the Break-Up Fee, if any) higher than the
Opening Bid, and all subsequent bids must be at least $2,000,000 higher
than the previous bid. To the extent a Stalking Horse Bidder submits
higher bids, such Stalking Horse Bidder shall have the right (but not the
obligation) to increase its Opening Bid by using, as a credit, the amount
of the Break-Up Fee when determining whether any Stalking Horse
Bidder has topped the previous bid by the required amount;

(e)

Qualified Bidders shall have the right to submit additional bids that
include modifications to their Qualified APA at the Auction, consistent

12
13
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16
17
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Assets subject to the Credit Bid that rank equal or senior to the security interest of
the Credit Bidder in the Purchased Assets consent in writing to such Credit Bid or
(y) the Credit Bid expressly provides for the payment in full in cash at the closing
on account of the Purchased Assets subject to valid and perfected security interests
in the Purchased Assets that are equal or senior in rank to the security interests of
the Credit Bidder. Nothing herein shall limit the rights of any party in interest to
seek relief from the Bankruptcy Court related to the right or alleged right of any
creditor to exercise a Credit Bid for any of the Purchased Assets.

2

6
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6

(f)

the bidding will be transcribed by a certified court reporter employed by
the Debtors to ensure an accurate recording of the bidding at the Auction;

(g)

each Qualified Bidder shall be required to confirm that it has not engaged
in any collusion with respect to the bidding or the proposed Sale and is
not in violation of § 363(n); and

(h)

absent irregularities in the conduct of the Auction, the Debtors will not
consider any Potential Bids made after the Auction is closed.

7
8
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9
10
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13

14.

Acceptance of the Winning Bid and Designation of the Back-Up Bid.
(a)

Upon the conclusion of the Auction (if such Auction is conducted), the
Debtors, in the exercise of their reasonable, good-faith business judgment
and after consultation with the Consultation Parties, shall identify (i) the
Winning Bid, which is the highest and best Qualified Bid submitted at the
Auction; and (ii) the next highest and best Qualified Bid (the “Back-Up
Bid” and the party submitting the Back-Up Bid, the “Back-Up Bidder”).
Each of the Winning Bidder and the Back-Up Bidder shall be required to
execute a definitive Qualified Bid conformed to the provisions of the
Winning Bid and the Back-Up Bid, as applicable, as soon as practicable
but, in no event, prior to the Sale Hearing. For the purposes of these
Bidding Procedures, the definitive agreement executed by the (i) Winning
Bidder shall be defined as the “Winning Bid APA” and (ii) Back-Up
Bidder shall be defined as the “Back-Up Bid APA”. The Back-Up Bidder
must keep the Back-Up Bid open and irrevocable until the earlier of (i)
5:00 p.m. (Pacific Time) on the date which is thirty (30) days after the
entry of the Sale Order (the “Outside Back-Up Date”), or (ii) the date of
closing of the Sale to the Winning Bidder.

(b)

Except as provided in Paragraph 9(h) concerning Credit Bids, within two
business days after the conclusion of the Auction, the Winning Bidder
and the Back-Up Bidder shall each deposit with the Debtors an additional
amount in cash such that, when combined with their existing Deposit,
each such bidder’s aggregate Deposit equals ten percent (10%) of the
Purchase Price reflected in the final bid of the Winning Bidder and of the
Back-Up Bidder, respectively (such additional amounts shall be included
in the definition of the “Deposit”).
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herewith, provided that any such modifications to the Qualified APA, on
an aggregate basis and viewed in whole, shall not be less favorable to the
Debtors than any prior bid by such party (as determined by the Debtors,
following consultation with the Consultation Parties). The Debtors, in
consultation with the Consultation Parties, reserve the right to separately
negotiate the terms of any Qualified Bids at the Auction, provided the
terms are fully disclosed at the time such Qualified Bid is formally
submitted;
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15.

The sale hearing is presently scheduled to take place on April 9, 2020 at
10:00 a.m. (Pacific Time), or as soon thereafter as counsel may be heard,
before the Honorable Ernst M. Robles, Courtroom 1568, 255 E. Temple
St., Los Angeles, California (the “Sale Hearing”).

(b)

Within two business days after the conclusion of the Auction (and in
advance of the Sale Hearing), the Debtors will file a notice of the
Winning Bid and Back-Up Bid, along with copies of the Winning Bid
APA, Back-Up Bid APA and the proposed Sale Order (the “Notice of
Winning Bid and Back-Up Bid”), redacted as necessary to protect
commercially sensitive and/or confidential information. The Sale Order
shall be in a form reasonably acceptable to the Prepetition Secured
Creditors.

(c)

Any objection to the approval of the Winning Bid and Back-Up Bid shall
be filed no later than April 8, 2020 at 5:00 o’clock p.m. (Pacific Time).

(d)

The Debtors will present the results of the Auction to the Bankruptcy
Court at the Sale Hearing, at which certain findings will be sought from
the Bankruptcy Court regarding the Auction, including, among other
things, that (i) the Auction was properly conducted, and the Winning
Bidder and the Back-Up Bidder were properly selected, in accordance
with these Bidding Procedures, (ii) the Auction was fair in substance and
procedure, (iii) each of the Winning Bid and the Back-Up Bid was a
Qualified Bid, (iv) closing of the Sale with the Winning Bid (or if
applicable, the Back-Up Bid) will provide the highest and best value for
the Purchased Assets and is in the best interests of the Debtors and
(v) each of the Winning Bidder and the Back-Up Bidder are deemed to be
purchasers of the Purchased Assets in good faith as set forth in § 363(m).

(e)

At the Sale Hearing, the Debtors shall request the Bankruptcy Court to
enter an order approving the Winning Bid and, if applicable, the Back-Up
Bid (the “Sale Order”). Except to the extent revised by the Debtors in
their discretion, after consultation with the Consultation Parties and the
Winning Bidder, the proposed Sale Order presented to the Bankruptcy
Court at the Sale Hearing shall be in the form submitted as part of the
Winning Bid, and will preserve the rights of the Prepetition Secured
Creditors with respect to any proceeds received from the Sale in

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300
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If an Auction is held, the Debtors shall be deemed to have accepted a
Qualified Bid as the winner of the Auction (conditioned upon approval by
the Bankruptcy Court) only when (i) such bid is declared the Winning
Bid; (ii) definitive documentation has been executed in respect thereof;
and (iii) any additional Deposit required as a result of a bid submitted at
the Auction (as required by the Bidding Procedures) has been provided to
the Debtors. Such acceptance is also conditioned upon approval by the
Court of the Winning Bid and (if applicable) the Back-Up Bid.

(a)

9

15

Desc

Sale Hearing.

8

10

Doc 4165 Filed 02/26/20 Entered 02/26/20 15:23:49
Main Document Page 20 of 31

25
26
27
28

US_Active\114292022\V-3

-8-

Case 2:18-bk-20151-ER

1
(f)

3
4
5
6
7
8

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

10

16.

11

13
14

(a)

The Deposit of each Potential Bidder shall be held pursuant to an escrow
agreement acceptable to the Debtors, subject to the prior consent of the
Debtors as to the escrow agent and form of escrow agreement, where
such consent is not to be unreasonably withheld.

(b)

Upon closing of the Sale with the Winning Bidder, the Deposit of the
Winning Bidder shall be credited to the Purchase Price. As shall be set
forth in the Winning Bid APA, if the Winning Bidder fails to close, then
the Deposit which is the subject of the Winning Bid shall be retained by
the Debtors or returned to the Winning Bidder as shall be set forth in the
Winning Bid APA or as otherwise ordered by the Bankruptcy Court.

(c)

The Deposits of any Qualified Bidders other than the Winning Bidder and
the Back-Up Bidder will be returned within two (2) business days after
the conclusion of the Sale Hearing; provided, that, the Deposit of the
Back-Up Bidder shall be returned to the Back-Up Bidder at the earlier of
(i) the closing of the Sale to the Winning Bidder, and (ii) thirty (30) days
after entry of the Sale Order.

(d)

The Deposit of any Potential Bidder who is determined not to be a
Qualified Bidder shall be returned to such Potential Bidder within two (2)
business days of such determination, pursuant to the terms of the
applicable escrow agreement.
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17.

At the Sale Hearing, the Debtors shall also request, as part of the Sale
Order, authorization from the Bankruptcy Court to accept the Back-Up
Bid as the Winning Bid, and consummate such bid, if the Winning Bid is
not consummated when and as required by its terms without further order
of the Bankruptcy Court. The Debtors and the Back-Up Bidder shall be
bound to consummate the Back-Up Bid if the Winning Bid terminates, at
which time the Back-Up Bidder shall be deemed the Winning Bidder.
The Debtors shall promptly give notice to the Back-Up Bidder if the
Winning Bid is terminated and shall provide the Back-Up Bidder a
reasonable period within which to close as set forth in the Back-Up Bid
APA.

Treatment Of Deposit.

12

24
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accordance with the Final DIP Order and the Intercreditor Agreement (as
defined in the Final DIP Order).
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Payment of the Break-Up Fee. If any Stalking Horse Bidder is not the Winning
Bidder, the Debtors shall pay the Break-Up Fee to such Stalking Horse Bidder as
set forth in the agreement between the Debtors and the Stalking Horse Bidder
providing for such Break-Up Fee, but in no event shall payment be any earlier
than the time of the consummation of the sale of the Purchased Assets or transfer
thereof in the context of an Alternative Transaction, and shall only be paid from
the proceeds of such sale or upon the transfer of such Purchased Assets.
Notwithstanding the foregoing, a Break-Up Fee will only be payable if the
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Debtors have previously determined pursuant to Paragraph 10 of these Bidding
Procedures that a bid merits stalking horse status and protections.
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18.

Reservation of Rights. THE DEBTORS RESERVE THEIR RIGHTS TO
MODIFY THESE BIDDING PROCEDURES IN ANY MANNER IN
CONSULTATION WITH THE COMMITTEE AND WITH THE CONSENT
OF THE PREPETITION SECURED CREDITORS THAT WILL BEST
PROMOTE THE GOALS OF THE BIDDING PROCESS. THE DEBTORS
FURTHER RESERVE THEIR RIGHTS TO IMPOSE, AT OR PRIOR TO
THE AUCTION, ADDITIONAL TERMS AND CONDITIONS ON THE
SALE OF THE PURCHASED ASSETS, INCLUDING, WITHOUT
LIMITATION, EXTENDING THE DEADLINES SET FORTH IN THESE
BIDDING PROCEDURES, ADJOURNING THE AUCTION AT OR PRIOR
TO THE AUCTION AND/OR ADJOURNING THE SALE HEARING
PRIOR TO SUCH HEARING OR IN OPEN COURT WITHOUT
FURTHER NOTICE, AND REJECTING ANY OR ALL QUALIFIED BIDS
IF, IN THE DEBTORS’ REASONABLE, GOOD-FAITH BUSINESS
JUDGMENT,
FOLLOWING
CONSULTATION
WITH
THE
CONSULTATION PARTIES, THE DEBTORS DETERMINE THAT SUCH
QUALIFIED BID IS (I) INADEQUATE OR INSUFFICIENT, (II) NOT IN
CONFORMITY WITH THE REQUIREMENTS OF THE BANKRUPTCY
CODE OR ANY RELATED RULES OR THE TERMS SET FORTH
HEREIN, OR (III) CONTRARY TO THE BEST INTERESTS OF THE
DEBTORS. THE DEBTORS RESERVE THE RIGHT, AT ANY TIME,
FOR ANY REASON AND IN THEIR REASONABLE, BUSINESS
JUDGMENT, TO DECLINE TO PURSUE THE SALE AND TO
WITHDRAW ANY MOTION FILED IN THE COURT SEEKING TO
APPROVE THE SALE.
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NOTICE OF SALE PROCEDURES,
AUCTION DATE, AND SALE HEARING

2
3
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PLEASE TAKE NOTICE that on February 10, 2020, the above-captioned debtors and
debtors in possession (the “Debtors”), filed the Debtors’ Notice Of Motion And Motion For The
Entry of (I) An Order (1) Approving Form Of Asset Purchase Agreement; (2) Approving Auction
Sale Format and Bidding Procedures, (3) Approving Process For Discretionary Selection Of
Stalking Horse Bidder And Bid Protections; (4) Approving Form Of Notice To Be Provided To
Interested Parties; (5) Scheduling A Court Hearing To Consider Approval Of The Sale To The
Highest And Best Bidder; And (6) Approving Procedures Related To The Assumption Of Certain
Executory Contracts And Unexpired Leases; And (II) An Order Authorizing The Sale Of Property
Free And Clear Of All Claims, Liens And Encumbrances [Docket No. 4069] (the “Motion”).7
The Debtors seek, among other things, to sell St. Francis Medical Center and related assets (the
“Purchased Assets”) to the winning bidder(s) (the “Winning Bidder”), at an auction free and clear
of all liens, claims, encumbrances and other interests pursuant to §§ 363 and 365 of the
Bankruptcy Code, 11 U.S.C. § 101, et seq.
PLEASE TAKE FURTHER NOTICE that, on [DATE], the Bankruptcy Court entered
an order (the “Bidding Procedures Order”) approving the Motion and the bidding procedures (the
“Bidding Procedures”), which set the key dates and times related to the Sale of the Offered
Assets. All interested bidders should carefully read the Bidding Procedures Order and the
Bidding Procedures. To the extent that there are any inconsistencies between the Bidding
Procedures Order (including the Bidding Procedures) and the summary description of its terms
and conditions contained in this Notice, the terms of the Bidding Procedures Order shall control.
PLEASE TAKE FURTHER NOTICE that only those parties that submit Qualified
Bids may participate in the Auction. If you are interested in submitting a Qualified Bid, you must
comply with the Bidding Procedures. Any party in interest wishing to receive relevant
documents and available marketing materials may do so by contacting the Debtors’ investment
banker (the “Investment Banker”), Cain Brothers, a division of KeyBanc Capital Markets, 601
California Street, Suite 1505, San Francisco, CA 94108 (Attn: James Moloney
(jmoloney@cainbrothers.com)).
PLEASE TAKE FURTHER NOTICE that any party that has not received a copy of the
Motion or the Bidding Procedures Order that wishes to obtain a copy of the Motion or the
Bidding Procedures Order, including all exhibits thereto, may make such a request in writing to
Dentons US LLP, Attn: Tania M. Moyron, 601 S. Figueroa St., Suite 2500, Los Angeles, CA
90017 or by emailing tania.moyron@dentons.com or calling (213) 623-9300.
PLEASE TAKE FURTHER NOTICE that any party that wishes to take part in the
bidding process and submit a Qualified Bid for the Purchased Assets must submit its competing
bid by no later than 5:00 p.m. (prevailing Pacific Time) April 3, 2020 (the “Bid Deadline”) so
that such Bids are actually received by the Bid Deadline by all of the following parties: (i)
counsel to the Debtors: Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’ Investment
7

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1 California Street, Suite 2400,
San Francisco, CA 94111 (Attn: James Moloney (jmoloney@cainbrothers.com)); (iii) counsel to
the Official Committee of Unsecured Creditors: Milbank, Tweed, Hadley & McCloy LLP, 2029
Century Park East, 33rd Floor, Los Angeles, CA 90067 (Attn: Gregory A. Bray
(gbray@milbank.com)); (iv) counsel to the Master Trustee and Series 2005 Bond Trustee: Mintz,
Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn:
Daniel S. Bleck and Paul Ricotta (dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the
Series 2015 Notes Trustee: McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000,
Chicago, IL 60606 (Attn: Nathan F. Coco and Megan Preusker (ncoco@mwe.com;
mpreusker@mwe.com)); (vi) counsel to the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells
Fargo Center, 90 South Seventh Street, Minneapolis, MN 55402 (Attn: Clark Whitmore
(clark.whitmore@maslon.com)); and (vii) counsel to the MOB Lenders: Jones Day, 250 Vesey
Street, New York, NY 10281 (Attn: Bruce Bennett, Benjamin Rosenblum, and Peter Saba
(bbennett@jonesday.com, brosenblum@jonesday.com, psaba@jonesday.com) (collectively, the
“Notice Parties”).
PLEASE TAKE FURTHER NOTICE that Potential Bidders may either e-mail their
Bids to the e-mail addresses listed above or may deliver hard-copies of their Bids to the physical
addresses listed above so that they are actually received by the Bid Deadline. The Debtors shall
have no obligation to consider any other delivery format, such as fax, as being acceptable.
PLEASE TAKE FURTHER NOTICE that the Debtors may, in their sole discretion
after consultation with the Consultation Parties, extend the Bid Deadline until the commencement
of the Auction for one or more Potential Bidders without prior notice to any party, but shall have
no obligation to do so under any circumstances.
PLEASE TAKE FURTHER NOTICE that, pursuant to the terms of the Bidding
Procedures, an auction (the “Auction”) to sell the Purchased Assets will be conducted on April 7,
2020 at 10:00 a.m. (prevailing Pacific Time) at the offices of Dentons US LLP, 601 South
Figueroa Street, Suite 2500, Los Angeles, California 90017. In advance of the Sale Hearing and
within two business days of the conclusion of the Auction (if such Auction is conducted), the
Debtors shall file a notice with the Bankruptcy Court identifying the Winning Bidder.
PLEASE TAKE FURTHER NOTICE that a hearing will be held to approve the sale of
the Purchased Assets to the Winning Bidder (the “Sale Hearing”) before the Honorable Ernest
Robles, United States Bankruptcy Judge, United States Bankruptcy Court for the Central District
of California, 255 E. Temple St., Los Angeles, California 90012, Courtroom 1568, on April 9,
2020, at 10:00 a.m. (prevailing Pacific Time), or at such time thereafter as counsel may be
heard or at such other time as the Bankruptcy Court may determine. The Sale Hearing may be
adjourned from time to time without further notice to creditors or parties in interest other than by
announcement of the adjournment in open court on the date scheduled for the Sale Hearing.
Objections to the Sale shall be filed with the Bankruptcy Court and served so as to be received
no later than April 8, 2020, at 5:00 p.m. (prevailing Pacific Time) on the Notice Parties.
PLEASE TAKE FURTHER NOTICE that this Notice of the Auction and Sale Hearing
is subject to the full terms and conditions of the Motion, Bidding Procedures Order and Bidding
Procedures, which Bidding Procedures Order shall control in the event of any conflict, and the
Debtors encourage parties in interest to review such documents in their entirety. Any party that
has not received a copy of the Motion or the Bidding Procedures Order that wishes to obtain a
US_Active\114292022\V-3
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copy of the Motion, the Bidding Procedures Order (including all exhibits thereto) may make such
a request in writing to Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)) or calling (213) 623-9300.

14

PLEASE TAKE FURTHER NOTICE THAT THE DEBTORS RESERVE THEIR
RIGHTS TO MODIFY THESE BIDDING PROCEDURES IN ANY MANNER IN
CONSULTATION WITH THE COMMITTEE AND WITH THE CONSENT OF THE
PREPETITION SECURED CREDITORS THAT WILL BEST PROMOTE THE GOALS OF
THE BIDDING PROCESS. THE DEBTORS FURTHER RESERVE THEIR RIGHTS TO
IMPOSE, AT OR PRIOR TO THE AUCTION, ADDITIONAL TERMS AND CONDITIONS
ON THE SALE OF THE PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION,
EXTENDING THE DEADLINES SET FORTH IN THESE BIDDING PROCEDURES,
ADJOURNING THE AUCTION AT OR PRIOR TO THE AUCTION AND/OR ADJOURNING
THE SALE HEARING PRIOR TO SUCH HEARING OR IN OPEN COURT WITHOUT
FURTHER NOTICE, AND REJECTING ANY OR ALL QUALIFIED BIDS IF, IN THE
DEBTORS’ REASONABLE, GOOD-FAITH BUSINESS JUDGMENT, FOLLOWING
CONSULTATION WITH THE CONSULTATION PARTIES, THE DEBTORS DETERMINE
THAT SUCH QUALIFIED BID IS (I) INADEQUATE OR INSUFFICIENT, (II) NOT IN
CONFORMITY WITH THE REQUIREMENTS OF THE BANKRUPTCY CODE OR ANY
RELATED RULES OR THE TERMS SET FORTH HEREIN, OR (III) CONTRARY TO THE
BEST INTERESTS OF THE DEBTORS. THE DEBTORS RESERVE THE RIGHT, AT ANY
TIME, FOR ANY REASON AND IN THEIR REASONABLE, BUSINESS JUDGMENT, TO
DECLINE TO PURSUE THE SALE AND TO WITHDRAW ANY MOTION FILED IN THE
COURT SEEKING TO APPROVE THE SALE.

15

Dated: February ___, 2020
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Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
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NOTICE TO COUNTERPARTIES TO EXECUTORY CONTRACTS
AND UNEXPIRED LEASES OF THE DEBTORS
THAT MAY BE ASSUMED AND ASSIGNED

2
3

Doc 4165 Filed 02/26/20 Entered 02/26/20 15:23:49
Main Document Page 28 of 31

PLEASE TAKE NOTICE that, on February 10, 2020, the above-captioned debtors and
debtors in possession (the “Debtors”), filed the Debtors’ Notice Of Motion And Motion For The
Entry of (I) An Order (1) Approving Form Of Asset Purchase Agreement; (2) Approving Auction
Sale Format and Bidding Procedures, (3) Approving Process For Discretionary Selection Of
Stalking Horse Bidder And Bid Protections; (4) Approving Form Of Notice To Be Provided To
Interested Parties; (5) Scheduling A Court Hearing To Consider Approval Of The Sale To The
Highest And Best Bidder; And (6) Approving Procedures Related To The Assumption Of Certain
Executory Contracts And Unexpired Leases; And (II) An Order Authorizing The Sale Of Property
Free And Clear Of All Claims, Liens And Encumbrances [Docket No. 4069] (the “Motion”).8
PLEASE TAKE FURTHER NOTICE that, on [DATE], the Court entered an Order (the
“Bidding Procedures Order”) approving, among other things, the Bidding Procedures requested in
the Motion, which Bidding Procedures Order governs (i) the bidding process for the sale of
certain assets (the “Purchased Assets”) of the Debtors, and (ii) procedures for the assumption and
assignment of certain of the Debtors’ executory contracts and unexpired leases.
PLEASE TAKE FURTHER NOTICE that the Motion also seeks Court approval of the
sale (the “Sale”) of the Purchased Assets to the Winning Bidder(s), free and clear of all liens,
claims, interests and encumbrances pursuant to § 363 of the Bankruptcy Code, 11 U.S.C. § 101,
et seq. including the assumption by the Debtors and assignment to the buyer(s) of certain
executory contracts and unexpired leases pursuant to § 365 of the Bankruptcy Code (the
“Assumed Executory Contracts”), with such liens, claims, interests and encumbrances to attach to
the proceeds of the Sale with the same priority, validity and enforceability as they had prior to
such Sale. In advance of the Sale Hearing and within two business days of the conclusion of the
Auction (if such Auction is conducted), the Debtors shall file a notice with the Bankruptcy Court
identifying the Winning Bidder and serve such notice by fax, email or overnight mail to all
counterparties whose contracts are to be assumed and assigned. Any counterparty to an Assumed
Executory Contract that wishes to receive such notice by email or fax, must provide their email
address or fax number to Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)) or calling (213) 623-9300 before
the Auction.
PLEASE TAKE FURTHER NOTICE that a hearing (the “Sale Hearing”) to approve
the Sale and authorize the assumption and assignment of the Assumed Executory Contracts will
be held on April 9, 2020, at 10:00 a.m. (prevailing Pacific Time), before the United States
Bankruptcy Court for the Central District of California, 255 E. Temple St., Los Angeles,
California 90012, Courtroom 1568. The Sale Hearing may be adjourned from time to time
without further notice to creditors or parties in interest other than by announcement of the
adjournment in open court on the date scheduled for the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that, consistent with the Bidding Procedures
Order, the Debtors may seek to assume an executory contract or unexpired lease to which you
8

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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may be a party. The Assumed Executory Contract(s) are described on Exhibit A attached to this
Notice. The amount shown on Exhibit A hereto as the “Cure Amount” is the amount, if any,
which the Debtors assert is owed to cure any defaults existing under the respective Assumed
Executory Contract.
PLEASE TAKE FURTHER NOTICE that, if you disagree with the Cure Amount
shown for the Assumed Executory Contract(s) on Exhibit A to which you are a party, you must
file in writing with the United States Bankruptcy Court for the Central District of California, 255
E. Temple St., Los Angeles, California 90012, an objection on or before the Bid Deadline of 5:00
p.m. (prevailing Pacific Time) April 3, 2020 (or such later date otherwise specified in the Cure
Notice, or, solely with respect to those counterparties to Assumed Executory Contracts who are
not initially served with a Cure Notice, seven (7) days after service by overnight mail of such
Cure Notice). Any objection must set forth the specific default or defaults alleged and set forth
any cure amount as alleged by you. If a contract or lease is assumed and assigned pursuant to a
Court order approving same, then unless you properly file and serve an objection to the Cure
Amount contained in this Notice, you will receive at the time of the closing of the sale (or as soon
as reasonably practicable thereafter), the Cure Amount set forth herein, if any. Any counterparty
to an Assumed Executory Contract that fails to timely file and serve an objection to the Cure
Amounts shall be forever barred from asserting that a Cure Amount is owed in an amount in
excess of the amount, if any, set forth in the attached Exhibit A.
PLEASE TAKE FURTHER NOTICE that if you have any other objection to the
Debtors’ assumption and assignment of the Assumed Executory Contract to which you may be a
party, you also must file that objection in writing no later by 5:00 p.m. (prevailing Pacific Time)
April 3, 2020 (or such later date otherwise specified in the Cure Notice, or, solely with respect to
those counterparties to Assumed Executory Contracts who are not initially served with a Cure
Notice, seven (7) days after service by overnight mail of such Cure Notice); provided, however,
that any counterparty to an Assumed Executory Contract may raise an objection to the
assumption and assignment of the Assumed Executory Contract solely with respect to such
Winning Bidder’s ability to provide adequate assurance of future performance under the Assumed
Executory Contract at the Sale Hearing, or any time before the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that any objection you may file must be served
so as to be received by the following parties by the applicable objection deadline date and time:
(i) counsel to the Debtors: Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles,
CA 90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’ Investment
Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1 California Street, Suite 2400,
San Francisco, CA 94111 (Attn: James Moloney (jmoloney@cainbrothers.com)); (iii) counsel to
the Official Committee: Milbank, Tweed, Hadley & McCloy LLP, 2029 Century Park East, 33rd
Floor, Los Angeles, CA 90067 (Attn: Gregory A. Bray (gbray@milbank.com)); (iv) counsel to
the Master Trustee and Series 2005 Bond Trustee: Mintz, Levin, Cohn, Ferris, Glovsky and
Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn: Daniel S. Bleck and Paul Ricotta
(dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the Series 2015 Notes Trustee:
McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000, Chicago, IL 60606 (Attn:
Nathan F. Coco and Megan Preusker (ncoco@mwe.com; mpreusker@mwe.com)); (vi) counsel to
the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells Fargo Center, 90 South Seventh Street,
Minneapolis, MN 55402 (Attn: Clark Whitmore (clark.whitmore@maslon.com)); and (vii)
counsel to the MOB Lenders: Jones Day, 250 Vesey Street, New York, NY 10281 (Attn: Bruce
-2US_Active\114292022\V-3

Case 2:18-bk-20151-ER

1
2
3
4
5
6
7
8

DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500
LOS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

9
10
11
12
13
14
15
16
17
18
19
20

Bennett,
Benjamin
Rosenblum,
and
Peter
brosenblum@jonesday.com, psaba@jonesday.com).

PLEASE TAKE FURTHER NOTICE that, in the event that the Debtors and the
counterparty cannot resolve the Cure Amount, the Debtors shall segregate from the proceeds of
sale any disputed Cure Amounts pending the resolution of any such disputes by the Court or
mutual agreement of the parties. Assumption Objections may be resolved by the Court at the Sale
Hearing, or at a separate hearing either before or after the Sale Hearing.
PLEASE TAKE FURTHER NOTICE that nothing contained herein shall obligate the
Debtors to assume any Assumed Executory Contracts or to pay any Cure Amount.9
PLEASE TAKE FURTHER NOTICE THAT IF YOU DO NOT TIMELY FILE AND
SERVE AN OBJECTION AS STATED ABOVE, THE COURT MAY GRANT THE RELIEF
REQUESTED IN THE MOTION WITH NO FURTHER NOTICE.
PLEASE TAKE FURTHER NOTICE THAT ANY COUNTERPARTY TO ANY
ASSUMED EXECUTORY CONTRACT WHO DOES NOT FILE A TIMELY OBJECTION TO
THE CURE AMOUNT FOR SUCH ASSUMED EXECUTORY CONTRACT IS DEEMED TO
HAVE CONSENTED TO SUCH CURE AMOUNT.
Dated: February ___, 2020

DENTONS US LLP
SAMUEL R. MAIZEL
TANIA M. MOYRON
By
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24

[DRAFT]
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession
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(bbennett@jonesday.com,

PLEASE TAKE FURTHER NOTICE that except to the extent otherwise provided in
the Winning Bid APA, the Debtors and the Debtors’ estates shall be relieved of all liability
accruing or arising after the assumption and assignment of the Assumed Executory Contracts
pursuant to 11 U.S.C. § 365(k).

22

27
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PLEASE TAKE FURTHER NOTICE that the Winning Bidder shall be responsible for
satisfying any requirements regarding adequate assurance of future performance that may be
imposed under 11 U.S.C. §§ 365(b) and (f) in connection with the proposed assignment of any
Assumed Executory Contract. The Court shall make its determinations concerning adequate
assurance of future performance under the Assumed Executory Contracts pursuant to 11 U.S.C.
§§ 365(b) and (f) at the Sale Hearing.

21

26

Doc 4165 Filed 02/26/20 Entered 02/26/20 15:23:49
Main Document Page 30 of 31

9

“Assumed Executory Contracts” are those contracts and leases that the Debtors believe may be
assumed and assigned as part of the orderly transfer of the Purchased Assets; however, the Winning
Bidder may choose to exclude certain of the Debtors’ contracts or leases from the list of Assumed
Executory Contracts as part of their Qualifying Bid, causing such contracts and leases not to be
assumed by the Debtors.
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Proposed Attorneys for the Chapter 11 Debtors and
Debtors In Possession
UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION
In re

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC., et al.,
Debtors and Debtors In Possession.

13

 Affects All Debtors

14

 Affects Verity Health System of
California, Inc.
 Affects O’Connor Hospital
 Affects Saint Louise Regional Hospital
 Affects St. Francis Medical Center
 Affects St. Vincent Medical Center
 Affects Seton Medical Center
 Affects O’Connor Hospital Foundation
 Affects Saint Louise Regional Hospital
Foundation
 Affects St. Francis Medical Center of
Lynwood Foundation
 Affects St. Vincent Foundation
 Affects St. Vincent Dialysis Center, Inc.
 Affects Seton Medical Center Foundation
 Affects Verity Business Services
 Affects Verity Medical Foundation
 Affects Verity Holdings, LLC
 Affects De Paul Ventures, LLC
 Affects De Paul Ventures - San Jose
Dialysis, LLC
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SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com
TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com
NICHOLAS A. KOFFROTH (Bar No. 287854)
nicholas.koffroth@dentons.com
DENTONS US LLP
601 South Figueroa Street, Suite 2500
Los Angeles, California 90017-5704
Tel: (213) 623-9300 / Fax: (213) 623-9924
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Lead Case No. 2:18-bk-20151-ER
Jointly Administered With:
Case No. 2:18-bk-20162-ER
Case No. 2:18-bk-20163-ER
Case No. 2:18-bk-20164-ER
Case No. 2:18-bk-20165-ER
Case No. 2:18-bk-20167-ER
Case No. 2:18-bk-20168-ER
Case No. 2:18-bk-20169-ER
Case No. 2:18-bk-20171-ER
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Case No. 2:18-bk-20181-ER
Hon. Judge Ernest M. Robles

NOTICE OF SALE PROCEDURES, AUCTION
DATE, AND SALE HEARING
[RELATES TO DOCKET NOS. 4069, 4161, 4165]

Hearing:
Date: April 9, 2020
Time: 10:00 am
Place: Courtroom 1568
255 E. Temple St.,
Los Angeles, CA

Case 2:18-bk-20151-ER
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PLEASE TAKE NOTICE that, on February 10, 2020, the above-captioned debtors and
debtors in possession (the “Debtors”), filed the Debtors’ Notice Of Motion And Motion For The
Entry of (I) An Order (1) Approving Form Of Asset Purchase Agreement; (2) Approving Auction
Sale Format and Bidding Procedures, (3) Approving Process For Discretionary Selection Of
Stalking Horse Bidder And Bid Protections; (4) Approving Form Of Notice To Be Provided To
Interested Parties; (5) Scheduling A Court Hearing To Consider Approval Of The Sale To The
Highest And Best Bidder; And (6) Approving Procedures Related To The Assumption Of Certain
Executory Contracts And Unexpired Leases; And (II) An Order Authorizing The Sale Of Property
Free And Clear Of All Claims, Liens And Encumbrances [Docket No. 4069] (the “Motion”).1
The Debtors seek, among other things, to sell St. Francis Medical Center and related assets (the
“Purchased Assets”) to the winning bidder(s) (the “Winning Bidder”), at an auction free and clear
of all liens, claims, encumbrances and other interests pursuant to §§ 363 and 365 of the
Bankruptcy Code, 11 U.S.C. § 101, et seq.
PLEASE TAKE FURTHER NOTICE that, on February 26, 2020, the Bankruptcy
Court entered an order (the “Bidding Procedures Order”) approving the Motion and the bidding
procedures (the “Bidding Procedures”), which set the key dates and times related to the Sale of
the Offered Assets. All interested bidders should carefully read the Bidding Procedures
Order and the Bidding Procedures. To the extent that there are any inconsistencies between
the Bidding Procedures Order (including the Bidding Procedures) and the summary description of
its terms and conditions contained in this Notice, the terms of the Bidding Procedures Order shall
control.
PLEASE TAKE FURTHER NOTICE that only those parties that submit Qualified
Bids may participate in the Auction. If you are interested in submitting a Qualified Bid, you must
comply with the Bidding Procedures. Any party in interest wishing to receive relevant
documents and available marketing materials may do so by contacting the Debtors’ investment
banker (the “Investment Banker”), Cain Brothers, a division of KeyBanc Capital Markets, 601
California Street, Suite 1505, San Francisco, CA 94108 (Attn: James Moloney
(jmoloney@cainbrothers.com)).
PLEASE TAKE FURTHER NOTICE that any party that has not received a copy of the
Motion or the Bidding Procedures Order that wishes to obtain a copy of the Motion or the
Bidding Procedures Order, including all exhibits thereto, may make such a request in writing to
Dentons US LLP, Attn: Tania M. Moyron, 601 S. Figueroa St., Suite 2500, Los Angeles, CA
90017 or by emailing tania.moyron@dentons.com or calling (213) 623-9300.
PLEASE TAKE FURTHER NOTICE that any party that wishes to take part in the
bidding process and submit a Qualified Bid for the Purchased Assets must submit its competing
bid by no later than 5:00 p.m. (prevailing Pacific Time) April 3, 2020 (the “Bid Deadline”) so
that such Bids are actually received by the Bid Deadline by all of the following parties: (i)
counsel to the Debtors: Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)); (ii) the Debtors’ Investment
1

Capitalized terms not otherwise defined herein shall have the meanings ascribed to them in the
Motion.
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Banker: Cain Brothers, a division of KeyBanc Capital Markets, 1 California Street, Suite 2400,
San Francisco, CA 94111 (Attn: James Moloney (jmoloney@cainbrothers.com)); (iii) counsel to
the Official Committee of Unsecured Creditors: Milbank, Tweed, Hadley & McCloy LLP, 2029
Century Park East, 33rd Floor, Los Angeles, CA 90067 (Attn: Gregory A. Bray
(gbray@milbank.com)); (iv) counsel to the Master Trustee and Series 2005 Bond Trustee: Mintz,
Levin, Cohn, Ferris, Glovsky and Popeo, P.C., One Financial Center, Boston, MA 02111 (Attn:
Daniel S. Bleck and Paul Ricotta (dsbleck@mintz.com, pricotta@mintz.com)); (v) counsel to the
Series 2015 Notes Trustee: McDermott Will & Emergy LLP, 444 West Lake Street, Suite 4000,
Chicago, IL 60606 (Attn: Nathan F. Coco and Megan Preusker (ncoco@mwe.com;
mpreusker@mwe.com)); (vi) counsel to the Series 2017 Notes Trustee: Maslon, LLP, 3300 Wells
Fargo Center, 90 South Seventh Street, Minneapolis, MN 55402 (Attn: Clark Whitmore
(clark.whitmore@maslon.com)); and (vii) counsel to the MOB Lenders: Jones Day, 250 Vesey
Street, New York, NY 10281 (Attn: Bruce Bennett, Benjamin Rosenblum, and Peter Saba
(bbennett@jonesday.com, brosenblum@jonesday.com, psaba@jonesday.com) (collectively, the
“Notice Parties”).
PLEASE TAKE FURTHER NOTICE that Potential Bidders may either e-mail their
Bids to the e-mail addresses listed above or may deliver hard-copies of their Bids to the physical
addresses listed above so that they are actually received by the Bid Deadline. The Debtors shall
have no obligation to consider any other delivery format, such as fax, as being acceptable.
PLEASE TAKE FURTHER NOTICE that the Debtors may, in their sole discretion
after consultation with the Consultation Parties, extend the Bid Deadline until the commencement
of the Auction for one or more Potential Bidders without prior notice to any party, but shall have
no obligation to do so under any circumstances.
PLEASE TAKE FURTHER NOTICE that, pursuant to the terms of the Bidding
Procedures, an auction (the “Auction”) to sell the Purchased Assets will be conducted on April 7,
2020 at 10:00 a.m. (prevailing Pacific Time) at the offices of Dentons US LLP, 601 South
Figueroa Street, Suite 2500, Los Angeles, California 90017. In advance of the Sale Hearing and
within two business days of the conclusion of the Auction (if such Auction is conducted), the
Debtors shall file a notice with the Bankruptcy Court identifying the Winning Bidder.
PLEASE TAKE FURTHER NOTICE that a hearing will be held to approve the sale of
the Purchased Assets to the Winning Bidder (the “Sale Hearing”) before the Honorable Ernest
Robles, United States Bankruptcy Judge, United States Bankruptcy Court for the Central District
of California, 255 E. Temple St., Los Angeles, California 90012, Courtroom 1568, on April 9,
2020, at 10:00 a.m. (prevailing Pacific Time), or at such time thereafter as counsel may be
heard or at such other time as the Bankruptcy Court may determine. The Sale Hearing may be
adjourned from time to time without further notice to creditors or parties in interest other than by
announcement of the adjournment in open court on the date scheduled for the Sale Hearing.
Objections to the Sale shall be filed with the Bankruptcy Court and served so as to be received
no later than April 8, 2020, at 5:00 p.m. (prevailing Pacific Time) on the Notice Parties.
PLEASE TAKE FURTHER NOTICE that this Notice of the Auction and Sale Hearing
is subject to the full terms and conditions of the Motion, Bidding Procedures Order and Bidding
Procedures, which Bidding Procedures Order shall control in the event of any conflict, and the
Debtors encourage parties in interest to review such documents in their entirety. Any party that
has not received a copy of the Motion or the Bidding Procedures Order that wishes to obtain a
-2US_Active\114275562\V-1
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copy of the Motion, the Bidding Procedures Order (including all exhibits thereto) may make such
a request in writing to Dentons US LLP, 601 S. Figueroa Street, Suite 2500, Los Angeles, CA
90017 (Attn: Tania M. Moyron (tania.moyron@dentons.com)) or calling (213) 623-9300.

14

PLEASE TAKE FURTHER NOTICE THAT THE DEBTORS RESERVE THEIR
RIGHTS TO MODIFY THESE BIDDING PROCEDURES IN ANY MANNER IN
CONSULTATION WITH THE COMMITTEE AND WITH THE CONSENT OF THE
PREPETITION SECURED CREDITORS THAT WILL BEST PROMOTE THE GOALS OF
THE BIDDING PROCESS. THE DEBTORS FURTHER RESERVE THEIR RIGHTS TO
IMPOSE, AT OR PRIOR TO THE AUCTION, ADDITIONAL TERMS AND CONDITIONS
ON THE SALE OF THE PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION,
EXTENDING THE DEADLINES SET FORTH IN THESE BIDDING PROCEDURES,
ADJOURNING THE AUCTION AT OR PRIOR TO THE AUCTION AND/OR ADJOURNING
THE SALE HEARING PRIOR TO SUCH HEARING OR IN OPEN COURT WITHOUT
FURTHER NOTICE, AND REJECTING ANY OR ALL QUALIFIED BIDS IF, IN THE
DEBTORS’ REASONABLE, GOOD-FAITH BUSINESS JUDGMENT, FOLLOWING
CONSULTATION WITH THE CONSULTATION PARTIES, THE DEBTORS DETERMINE
THAT SUCH QUALIFIED BID IS (I) INADEQUATE OR INSUFFICIENT, (II) NOT IN
CONFORMITY WITH THE REQUIREMENTS OF THE BANKRUPTCY CODE OR ANY
RELATED RULES OR THE TERMS SET FORTH HEREIN, OR (III) CONTRARY TO THE
BEST INTERESTS OF THE DEBTORS. THE DEBTORS RESERVE THE RIGHT, AT ANY
TIME, FOR ANY REASON AND IN THEIR REASONABLE, BUSINESS JUDGMENT, TO
DECLINE TO PURSUE THE SALE AND TO WITHDRAW ANY MOTION FILED IN THE
COURT SEEKING TO APPROVE THE SALE.

15

Dated: February 26, 2020
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/s/ Tania M. Moyron
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession
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August 31, 2018
Colleagues,
I am writing today with news about the future of our organization. Before I share this, I
want to thank you from the bottom of my heart for the dedication you’ve shown through
your hard work for our patients and families with the high-quality care they’ve come to
expect and deserve. This remains our top priority.
This morning, Verity announced that it has voluntarily filed for protection under Chapter
11 of the United States Bankruptcy Code. Please understand, this was not an easy
decision, or one made lightly, but this action allows for protection of our important
historic institutions and our dedicated employees. As you all know, over the last two
decades, we have suffered financial losses year after year. Today, this action allows us to
obtain critical funding offered only under Chapter 11 protection, allowing a smooth and
stable transition. The press release is attached.
While this was an incredibly difficult decision for our Boards, they all agreed, this is the
best possible outcome for our patients, employees and the communities we serve, and
will allow us to establish a long-term, sustainable path forward.
Here’s why:
1. This does NOT mean close-of-business.
In fact, this action provides the essential protection and additional financing, which
has already been secured, to ensure critical operations like providing patient care
and funding employee wages can continue through this entire process.
2. Chapter 11 protection is a proven strategy.
Other hospitals and health systems in California and across the U.S. that have
completed this process are now in improved financial and operational health. We
carefully examined many examples before making this decision.
Our employees are vital to the success of our system. The protection and funding
provided under Chapter 11 ensures that our employees will continue to be paid
and receive health benefits. We will make retirement plan contributions and

From:
Subject:
Date:

Adcock, Rich
Important Update
Monday, January 06, 2020 1:27:41 PM

Dear Colleagues:
Late last year, I shared with you our disappointment that KPC Group failed to fulfill its commitments
to acquire St. Vincent Medical Center, St. Francis Medical Center, Seton Medical Center and Seton
Coastside by the court-ordered deadline of December 5, 2019.
Regrettably, a lack of any feasible alternatives for St. Vincent Medical Center means the facility will
be forced to close. Verity today filed a motion seeking court authority to begin an orderly process for
that closure.
The closure of St. Vincent does not impact the status of our hospitals at St. Francis Medical Center in
Los Angeles County, or Seton Medical Center and Seton Coastside in San Mateo County, all of which
will continue to provide high-quality care to patients. We continue to retain the support of
stakeholders, including the consent from secured lenders to use more than $80 million to maintain
operations at these hospitals. Nevertheless, we felt it was important to keep you well-informed, as
part of our commitment to ensuring that everyone impacted by the Chapter 11 bankruptcy process
is treated with respect.
Verity has been committed to the success of all its facilities to continue serving the surrounding
community. Over the course of the last year, Verity has worked diligently through the Chapter 11
bankruptcy to identify a sustainable path forward for each of Verity’s six California facilities. Though
the purchase agreement with KPC Group is no longer in effect, we are pursuing an alternative sale
path for St. Francis, Seton Medical Center and Seton Coastside, and we will keep you informed as
that process continues.
A press release announcing this news can be found here. For additional information, please visit
http://www.kccllc.net/verityhealth or contact HR with questions or concerns.
Thank you,
Rich
Confidentiality Notice: This transmission and any attached documents may be confidential and contain
information protected by State and Federal Medical Privacy statutes and is legally privileged. They are
intended for use only by the addressee. If you are not the intended recipient of this transmission or an
agent of the intended recipient, you are prohibited from reading, disclosing, printing, saving, copying, using
or otherwise disseminating any information contained in this transmission. If you received this transmission
in error, please accept our apologies and notify the sender via reply e-mail. Please delete the entire
message and its attachments. Thank you.

Adcock continued: “Several other hospitals in California and across the U.S. have completed this process and
have emerged to continue to care for patients, support employees, and serve the community. Those hospitals are
now in improved financial and operational health. We are confident that today is a first critical step toward putting
each facility on better footing for the future. Most importantly, we remain focused on our commitment to providing
high-quality care to patients in underserved communities without disruption throughout this process.”
DIP Financing
Verity Health has secured up to $185 million in debtor-in-possession ("DIP") financing to support its ongoing
operations during the sale process. This additional financing, combined with normal operating revenue will help
ensure Verity is able to meet its commitments to patients, employees, and suppliers while also successfully
selling its existing operations.
Sale Process
Verity Health plans to consummate sales under Section 363 of the U.S. Bankruptcy Code. Potential buyers will
have the opportunity to submit offers to acquire assets, including O’Connor Hospital, Saint Louise Regional
Hospital, Seton Medical Center, Seton Medical Center Coastside, St. Vincent Medical Center and St. Francis
Medical Center. All offers will be evaluated to ensure the highest and best acquisition agreement(s) are achieved
for the benefit of Verity Health’s patients, employees, creditors and other stakeholder groups.
“We are pursuing various strategic options for each of our six hospitals, with a focus on working with potential
buyers who can continue the mission of patient care at each hospital,” said Mr. Adcock. “Through the sales
process, we will be putting our hospitals in a better position for long-term success.”
Historical Events Leading to Today's Filings
The System was originally owned and operated by the Daughters of Charity of St. Vincent de Paul, Province of
the West. Verity Health was formed in July 2015, when the Daughters of Charity selected BlueMountain Capital
Management LLC (“BlueMountain”), a private investment firm, to recapitalize the health systems operations and
transition leadership of the health system to the new Verity Health System. Prior to that, Daughters of Charity had
been unsuccessful in an affiliation with Ascension Health Alliance and a sale to Prime Healthcare Services.
The financial and operational issues facing Verity Health System, are born out of a myriad of inherited, historical
challenges. Operating losses had plagued the System’s predecessor for some time due to, among other things,
challenging cost structure, low reimbursement rates and the ever-changing healthcare landscape.
“After years of investment to assist in improving cash flow and operations, Verity’s losses continue to amount to
approximately $175 million annually on a cash flow basis,” said Mr. Adcock.
Additional Information
Verity has established a helpline to ensure a prompt response to questions from patients and suppliers, which
may be accessed at 1-888-249-2741. Additional information can be found at http://www.kccllc.net/verityhealth.

Verity Health is advised in this matter by Dentons US LLP, Cain Brothers and Berkeley Research Group.
Verity Health System
Verity Health System is a nonprofit healthcare system. Its hospitals include 1,650 inpatient beds, six active
emergency rooms, a trauma center and a host of medical specialties including tertiary and quaternary care.
Verity's two Southern California hospitals are St. Francis Medical Center in Lynwood and St. Vincent Medical
Center in Los Angeles. In Northern California, O'Connor Hospital in San Jose, St. Louise Regional Hospital
in Gilroy, Seton Medical Center in Daly City and Seton Coastside in Moss Beach are part of Verity Health.
Verity Health also includes Verity Medical Foundation. With more than 100 primary care and specialty physicians,
VMF offers medical, surgical and related healthcare services for people of all ages at community-based, multispecialty clinics conveniently located in areas served by the Verity hospitals.
Media Contacts:
Edelman
Arielle Patrick, 917-624-3004
Arielle.Patrick@edelman.com
or
Allison Metcalf, 323-761-6642
Allison.Metcalf@edelman.com

Prime Healthcare to Acquire Verity Health System’s St. Francis Medical Center
LOS ANGELES--(BUSINESS WIRE)—Apr 9, 2020—Prime Healthcare (“Prime”) and Verity Health System
(“Verity”) announced today that the U.S. Bankruptcy Court for the Central District of California in Los
Angeles has approved the Asset Purchase Agreement for the sale of St. Francis Medical Center (“St.
Francis”) in Lynwood, California. Under the agreement, Prime will acquire St. Francis for a net
consideration of over $350 million, including a $200 million ($200,000,000) base price and $15 million in
payroll and benefits for staff.
Prime has committed to investing $47 million in St. Francis to fund capital improvements, including
substantial technology investments and system upgrades, in addition to agreeing to make offers of
employment to substantially all St. Francis employees. The sale is being conducted through a courtsupervised process under Section 363 of the Bankruptcy Code and is subject to regulatory review, in
addition to other closing conditions. Prime has agreed to honor the Attorney General and Bankruptcy
Court conditions recently issued for this sale and preserve the hospital, trauma care, service lines,
charity commitments and community benefit programs.
“St. Francis Medical Center plays a crucial role in providing high quality care for patients in Lynwood and
the surrounding communities,” said Rich Adcock, CEO of Verity Health. “Prime has time and time again
saved hospitals to support communities. We are confident that Prime will continue this record of
excellence and look forward to working in partnership through the sale close process.”
“Our agreement with Verity reflects our decades-long mission of saving, improving and investing in
community hospitals,” said Dr. Sunny Bhatia, Prime Healthcare’s Region 1 CEO and Corporate Chief
Medical Officer. “We are honored and look forward to continuing St. Francis’ legacy of compassionate,
critical medical care for the communities it serves, especially during this unprecedented health crisis.”
St. Francis Medical Center remains fully operational during the sale close process and Prime Healthcare
will be supporting the hospital staff as they continue to provide critical care during this COVID pandemic.

Title 11, California Code of Regulations, § 999.5(d)(11)

ADDITIONAL ATTACHMENTS

#32

Title 11, California Code of Regulations, § 999.5(d)(11)(A)

Board minutes or other documents relating or referring to consideration by the Board of
Directors of the applicant and any related entity, or any committee thereof of the
transaction or of any other possible transaction involving any of the health facilities that
are the subject of the transaction
Refer to Sections 999.5(d)(1)(C) and 999.5(d)(2)(D).

#33

Title 11, California Code of Regulations, § 999.5(d)(11)(B)

Copies of all documents relating or referring to the reasons why any potential transferee
was excluded from further consideration as a potential transferee for any of the health
facilities that are the subject of the agreement or transaction
Refer to Sections 999.5(d)(1)(C) and 999.5(d)(2)(D).

#34

Title 11, California Code of Regulations, § 999.5(d)(11)(C)

Copies of all Requests for Proposal sent to any potential transferee, and all responses
received
Refer to Sections 999.5(d)(1)(C) and 999.5(d)(2)(D).

#35

Title 11, California Code of Regulations, § 999.5(d)(11)(D)

All documents reflecting the deliberative process used by the applicant and any related
entity in selecting the transferee as the entity to participate in the proposed agreement or
transaction
Refer to Sections 999.5(d)(1)(C) and 999.5(d)(2)(D).

#36

Title 11, California Code of Regulations, § 999.5(d)(11)(E)

Copies of each Proposal received by the applicant from any potential transferee suggesting
the terms of a potential transfer of Applicant’s health facilities, and any analysis of each
such Proposal
Refer to Sections 999.5(d)(1)(C) and 999.5(d)(2)(D).

#37

Title 11, California Code of Regulations, § 999.5(d)(11)(F)

The Applicant’s prior two annual audited financial statements, the Applicant’ most
current unaudited financial statement, business projection data, and current capital asset
valuation data
1. Attached to this Section 999.5(d)(11)(F) as Exhibit 1 is the VHS Monthly Operating
Report Disbursement Summary for Month Ending June 2019 [Docket No. 2825].
2. Attached to this Section 999.5(d)(11)(F) as Exhibit 2 is the VHS Unaudited Financial
Report and Utilization Statistics for the Twelve Months Ended June 30, 2018, which is
presented on a consolidated basis with St. Francis Medical Center, St. Vincent Medical
Center, and Seton Medical Center.
3. Attached to this Section 999.5(d)(11)(F) as Exhibit 3 is the BDO USA, LLP VHS
Consolidated Financial Statements for the Years Ended June 30, 2017 and 2016, which is
presented on a consolidated basis with St. Francis Medical Center, St. Vincent Medical
Center, and Seton Medical Center. These are the most recent two years for which VHS
has audited financial statements.
4. Attached to this Section 999.5(d)(11)(F) as Exhibit 4 is the Ernst & Young LLP VHS
Consolidated Financial Statements and Supplemental Schedules for the Years Ended June
30, 2016 and 2015, which is presented on a consolidated basis with St. Francis Medical
Center, St. Vincent Medical Center, and Seton Medical Center.

Title 11, California Code of Regulations,§ 999.5(d)(11)(F)
Exhibit 1
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Desc

Attorney or Party Name, Address, Telephone and FAX
Samuel R. Maizel, Esq. (Bar No. 189301)
Tania M. Moyron, Esq. (Bar No. 235736)
Dentons US LLP
601 South Figueroa Street, Suite 2500
Los Angeles, CA 90017-5704
T: (213) 623-9300
F: (213) 623-9924
UNITED STATES DEPARTMENT OF
JUSTICE OFFICE OF THE UNITED STATES
TRUSTEE CENTRAL DISTRICT OF
CALIFORNIA
In re:

ATTACH TO THE FRONT OF THE
MONTHLY OPERATING REPORT AND
SUBMIT TO UNITED STATES TRUSTEE
Case Number:

18-20151-ER (See Below)

MONTHLY OPERATING REPORT
DISBURSEMENT SUMMARY

VERITY HEALTH SYSTEM
OF CALIFORNIA, INC, et al.,
Debtors.

1.

Total number of Debtor in Possession Bank Accounts for all Debtors.

2.

TOTAL THIRD PARTY DISBURSEMENTS THIS PERIOD FROM
ALL DEBTOR IN POSSESSION ACCOUNTS FOR ALL ENTITIES
WITH BANK ACCOUNTS

MOR NO. 10
FOR MONTH
ENDING: June 2019

76

$97,326,405.15

The Debtors in the these chapter 11 cases, along with their case numbers are: Verity Health System of California, Inc.
18-20151-ER, O’Connor Hospital 18-20168-ER, Saint Louise Regional Hospital 18-20162-ER, St. Francis Medical
Center 18-20165-ER, St. Vincent Medical Center 18-20164-ER, Seton Medical Center 18-20167-ER, O’Connor Hospital
Foundation 18-20179-ER, Saint Louise Regional Hospital Foundation 18-20172-ER, St. Francis Medical Center of
Lynwood Foundation 18-20178-ER, St. Vincent Foundation 18-20180-ER, St. Vincent Dialysis Center, Inc. 18-20171ER Seton Medical Center Foundation 18-20175-ER, Verity Business Services 18-20173-ER, Verity Medical Foundation
18-20169-ER, Verity Holdings, LLC 18-20163-ER, DePaul Ventures, LLC 18-20176-ER, and DePaul Ventures - San
Jose Dialysis, LLC 18-20181-ER.

Effective September 1, 2011

USTLA 16
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Desc

Verity Health System of California, Inc.
Bank Reconciliation Summary
June 30, 2019
$ in 000's
VHS - AP / Self
Insurance
6440 / 9250

Bank Account No. (last 4 digits)
Balance Per Bank

$

2,392

VHS - DIP
Concentration
Account
2889

VHS - Payroll
1785

$

357

$

4,309

VHS - DIP Loan
Proceeds
4358

$

25,850

VHS - Santa Clara
Sale Proceeds
9087

$

722

VHS - Non Santa
Clara Sale
Proceeds
9100

$

30,264

Debtor
Total

$

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items

(1,274)

(49)

1,117

308

Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

$

1,117

83

$

308

8

4,309
$

4,309

25,850
$

25,850

722
$

722

30,264
$

30,264

$

63,893
(1,323)
62,570
62,570
91
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O'Connor Hospital
Bank Reconciliation Summary
June 30, 2019
$ in 000's

OCH - AP
6389

Bank Account No. (last 4 digits)
Balance Per Bank

$

OCH - Payroll
3007

646

$

OCH -Lockbox/GR
2945 / 3900

313

$

68

OCH - Patient Trust
2662

$

5

OCH-Santa Clara Sale
Proceeds
9549

$

Debtor
Total

Petty Cash Total
N/A

110,958

$

111,990
(432)
111,559

$

111,559

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items

(361)

(71)

286

242

Reclassifictions
Reconciling item
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

$

286

257

$

242

68
$

68

5
$

5

110,958
$

110,958

$

-

77

334
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Saint Louise Regional Hospital
Bank Reconciliation Summary
June 30, 2019
$ in 000's

SLRH - AP
6421

Bank Account No. (last 4 digits)
Balance Per Bank

$

SLRH - Payroll
7575

284

$

SLRH - Lockbox/GR
2926 / 3905

180

$

20

SLRH-Santa Clara Sale
Proceeds
9563

$

Debtor
Total

Petty Cash Total
N/A

57,251

$

57,734
(68)
57,666

$

57,666

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items

(54)

(14)

230

166

Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

$

230

176

$

166

20

20
$

20

57,251
$

57,251

$

-

196
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St. Francis Medical Center
Bank Reconciliation Summary
June 30, 2019
$ in 000's

SFMC - AP
6407

Bank Account No. (last 4 digits)
Balance Per Bank

$

SFMC - Payroll
3012

17,662

$

754

SFMC Lockbox/GR
2940 / 3924 / 1057
$

352

SFMC - Capitation
(Conifer)
1357
$

Additive Items
Deposits in Transit
Other Additive tems

499

SFMC - Capitation
(AppleCare)
1371
$

1,646

$

3

Subtractive Items
Outstanding Checks
Other Subtractive Items

(2,123)

(276)

15,538

478

SFMC - Career
College
2162

SFMC - Capitation HCLA / AC
1840 / 1845
248

$

SFMC- Sale
Proceeds
0090
46

$

Debtor
Total

Petty Cash Total
N/A
0

$

42

(331)

(1,422)

(236)
(21)

Reclassifictions
Negative book balance reclassed to AP
Petty Cash

3

Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

$

15,538

295

$

478

438

352
$

352

172
$

172

831

225
$

225

237

32
$

33

46
$

46

0
$

0

3
$

3

$

21,207
45
(4,388)
(21)
3
16,846
16,847
1,904

103
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St Vincent Medical Center
Bank Reconciliation Summary
June 30, 2019
$ in 000's

SVMC - AP
6426

Bank Account No. (last 4 digits)
Balance Per Bank

$

SVMC Lockbox/GR
2964 / 3929

SVMC - Payroll
3017

5,311

$

151

$

222

SVMC - Capitation
(Conifer)
3695
$

654

SVMC - Capitation
(CHP)
0553
$

332

SVMC- Sale
Proceeds
0076

SVMC - Restricted Cash
0989
$

1,246

$

Debtor
Total

Petty Cash Total
N/A
0

$

Additive Items
Deposits in Transit
Other Additive Items

-

Subtractive Items
Outstanding Checks
Other Subtractive Items

(1,373)

(88)

(291)

(1,939)
-

(186)

Reclassifictions
Negative book balance reclassed to AP

-

Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

7,917

3,938
$

3,938

318

63
$

63

50

222
$

222

363
$

363

131

146
$

146

1,246
$

1,246

0
$

0

$

4

4

4

5,982

4

68

$

5,982

567
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Seton Medical Center
Bank Reconciliation Summary
June 30, 2019
$ in 000's

Bank Account No. (last 4 digits)
Balance Per Bank

AP Disbursement
6365
$

8,108

Payroll
3001
$

SMC- Sale
Proceeds
0071

Lockbox/GR
2902 / 3887
1,230

$

238

$

Debtor
Total

Petty Cash Total
N/A
-

$

9,576
(1,005)
4
8,574

$

8,574

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items

(789)

(217)

Reclassifictions
Negative book balance reclassed to AP
Petty Cash

4

Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

7,319
$

7,319

478

1,013
$

1,013

238
$

238

$

-

4
$

4

144

622
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Seton Medical Center Coastside
Bank Reconciliation Summary
June 30, 2019
$ in 000's

Bank Account No. (last 4 digits)
Balance Per Bank

SMCC Lockbox/GR
02907 / 3882

AP Disbursement
6834

$

167

$

Debtor
Total

Patient Trust
12907

55

$

Additive Items:
Deposits in Transit
Other Additive Items

25

$

247
4
(50)
(4)
197

$

197

4

Subtractive Items:
Outstanding Checks
Other Subtractive Items

(45)

(5)
(4)

Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

122
$

122

47

55
$

55

20
$

20

8

55
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O'Connor Hospital Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's

OCH Foundation
3433

Bank Account No. (last 4 digits)
Balance Per Bank

$

Debtor
Total

OCH Foundation - Investment
2-037

1,341

$

243

$

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Nega ive book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

1,341
$

1,341

243
$

243

$

1,584
1,584
1,584

-
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Saint Louise Regional Hospital Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's
Debtor
Total
2521

Bank Account No. (last 4 digits)
Balance Per Bank

$

320

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

320
$

320

Number of Outstanding Checks
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St. Francis Medical Center of Lynwood Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's
Debtor
Total
2809

Bank Account No. (last 4 digits)
Balance Per Bank

$

Additive Items:
Deposits in Transit
Other Additive Items

173
67

Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

240
$

240

Number of Outstanding Checks

17
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St Vincent Medical Center Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's
Debtor
Total
3025

Bank Account No. (last 4 digits)
Balance Per Bank

$

Additive Items:
Deposits in Transit
Other Additive Items

1,611
2

Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

1,613
$

1,613

Number of Outstanding Checks
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St. Vincent Dialysis Center, Inc.
Bank Reconciliation Summary
June 30, 2019
$ in 000's
Debtor
Total
8921

Bank Account No. (last 4 digits)
Balance Per Bank

$

18

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

18
$

18

Number of Outstanding Checks
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Seton Medical Center Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's

SMC Foundation
2260

Bank Account No. (last 4 digits)
Balance Per Bank

$

5,460

Debtor
Total

SMC Foundation - SVCS
0089

$

429

$

Additive Items:
Deposits in Transit
O her Addi ive Items

5,888
-

Subtractive Items:
Outstanding Checks
O her Subtractive Items

(429)

(429)

Reclassifictions
Negative book balance reclassed to AP

-

Petty Cash

-

Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

5,460
$

5,460

$

-

$

5,460
5,460

-
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Verity Business Services
Bank Reconciliation Summary
June 30, 2019
$ in 000's

AP Disbursement
6402

Bank Account No. (last 4 digits)
Balance Per Bank

$

1,193

Debtor
Total

Payroll
2982

$

10

$

1,204
(311)
892

$

892

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items

(309)

(2)

884

8

Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

$

884

20

$

8

2

22
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Verity Medical Foundation
Bank Reconciliation Summary
June 30, 2019
$ in 000's

Bank Account No. (last 4 digits)
Balance Per Bank

VMF - Sale
Proceeds
2810

VMF - Checking
9996

$

Additive Items:
Deposits in Transit
Other Additive Items

2,957

$

Debtor
Total

Petty CashTotal

1,796

$

4,753

$

162
(540)
4
4,379
4,379

162

Subtractive Items:
Outstanding Checks
Other Subtractive Items

(540)

Reclassifictions
Negative book balance reclassed to AP
Petty Cash

4

Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

2,579
$

2,579

711

1,796
$

1,796

4
$

4

711
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Verity Holdings, LLC
Bank Reconciliation Summary
June 30, 2019
$ in 000's

AP Disbursement
1597

Bank Account No. (last 4 digits)
Balance Per Bank

$

347

VH- Santa Clara
Sale Proceeds
9568

MOB
1248

$

Additive Items:
Deposits in Transit
Other Additive Items

33

$

15,808

Debtor
Total

VH-Sale Proceeds
0151

$

-

$

4

Subtractive Items:
Outstanding Checks
Other Subtractive Items

(61)

Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

Number of Outstanding Checks

286
$

286

21

37
$

37

15,808
$

15,808

$

-

$

16,188
4
(61)
16,131
16,131
21
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De Paul Ventures - San Jose Dialysis, LLC
Bank Reconciliation Summary
June 30, 2019
$ in 000's

Bank Account No. (last 4 digits)
Balance Per Bank

De Paul Ventures –
San Jose Dialysis,
LLC
2797

$

87

Additive Items:
Deposits in Transit
Other Additive Items
Subtractive Items:
Outstanding Checks
Other Subtractive Items
Reclassifictions
Negative book balance reclassed to AP
Petty Cash
Adjusted Bank Balance
GL Balance

87
$

87

Number of Outstanding Checks
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Verity Health System, Inc.
Notes on Bank Reconciliations
June 30, 2019
1. DePaul Ventures, LLC has no bank accounts. Therefore, there is no bank activity reported on the
Verity Bank Account Summary or on the Verity Bank Account Cumulative Summary, and accordingly
no bank reconciliations.
2. The following bank accounts were closed prior to June 1, 2019, and are not reported on the Bank
Reconciliation Summary.
Account name
SMC Foundation - TCB
SMCC - Patient Trust - TCB
OCH - FSA
SLRH - FSA
SMC - FSA
SMCC - FSA
SFMC - FSA
SVMC - FSA
VBS - FSA
VH - Operating
VH - Savings
VMF - Payroll ZBA - Wells Fargo
SVMC Foundation - EWB

Last four of account #
#XXXXXX8521
#XXXXXX3611
#XXXXX12284
#XXXXX12307
#XXXXX12289
#XXXXX12302
#XXXXX12487
#XXXXX12062
#XXXXX13192
#XXXXX11970
#XXXXX11975
#XXXXX20010
#XXXXXX1162

3. The following bank accounts have had no activity and therefore bank and book balances were both
zero at the end of June. These accounts are not reported on the Verity Bank Account Summary or on
the Verity Bank Account Cumulative Summary.
Account name
VH – Sale Proceeds
SMC – Sale Proceeds

Last four of account #
#XXXXXX0151
#XXXXXX0071
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Verity Health System, Inc.
Notes on Bank Reconciliations
June 30, 2019

4. On February 28, 2019 (the “Closing Date”), the Debtors’ asset sale to Santa Clara County (the “Santa Clara Sale
Transaction”) closed and Santa Clara County wired the sale proceeds to Chicago Title Insurance Company (“Chicago Title”).
As part of that transaction, operating disbursements were made by Chicago Title directly to third parties, on behalf of the
Debtors that are party to the Santa Clara Sale Transaction (the “Chicago Title Disbursements”). In order to provide a full
accounting of operating disbursements made by or on behalf of the Debtors in the June 2019 Monthly Operating Report, the
Chicago Title Disbursements are added to the operating disbursements reported in the Verity Bank Account Summary for the
ten months ending June 30, 2019 and reported in the table below ($ 000):
Operating Disbursements
for the ten months ending 6/30/19
Chicago
Op. Disb.
Title Disb. From page 5
Total
O'Connor Hospital
$
21,573 $
111,355 $
132,928
St. Louise Regional Hospital
5,528
36,686
42,214
Verity Holdings, LLC
269
8,670
8,939
Verity Health System of California, Inc.
88
287,361
287,449

5. Per the Santa Clara County asset purchase agreement (the “APA”) § 1.2 and 1.1.2, $23.5 million of sale proceeds transferred
by Santa Clara County were escrowed with Chicago Title as escrow agent, subject to reductions related to post-closing
obligations and damages as described in APA § 15.2 (as reduced in accordance with APA § 15.2 , the “Escrow Amount”) .
The APA provides that the Escrow Amount is security for the satisfaction of Sellers’ post-closing obligations and to offset
Damages incurred by Santa Clara County as described in Section 15.2 of the APA. The APA provides that the Escrow Agent
shall hold the Escrow Amount for a period of twelve months following the Closing Date, and the Escrow Agent shall disburse
the same (along with any interest accrued thereon, as further described in the Escrow Agreement) upon the expiration of
such twelve month period (subject to valid escrow claims) in accordance with the terms of the Escrow Agreement. The
Debtors that are party to the Santa Clara Sales Transaction report the Escrow Amount as a receivable in the Consolidating
Balance Sheet – Unaudited as of June 30, 2019.
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Verity Status of Payments to Secured Creditors, Lessors, And Other Parties to Executory Contracts
For the month ending 06/30/2019
$ in 000's

#

Creditor, Lessor, Etc.

Secured Debt Holders
Ally Bank (B)
1

Post-petition
Payments Not
Frequency of
Payments (Mo/Qtr) Amount of Payment Made (Number) (A)

Total Due Not Paid
According to
Postpetition Terms

Various

$75,078

-

-

2

Wells Fargo - 2005 Bonds

Monthly

1,226

-

-

3

US Bank 2015 Notes

Monthly

1,044

-

-

4

Verity MOB Financing, LLC

Monthly

418

-

-

5

US Bank 2017 Notes

Monthly

254

-

-

$78,020

-

-

Subtotal
Top 20 Vendors
1

Healthnow Administrative Services

Various

$7,012

-

-

2

Marillac Ltd.

Various

5,786

-

-

3

Transamerica

Various

4,199

-

-

4

Cardinal Health

Various

1,648

-

-

5

Old Republic Insurance Company

Various

1,491

-

-

6

Medline Industries, Inc.

Various

1,443

-

-

7

Verity Medical Group

Various

1,011

-

-

8

Applecare Medical Group

Various

926

-

-

9

Quadramed Corporation

Various

900

-

-

10

Sodexo, Inc & Affiliates

Various

890

-

-

11

Rightsourcing Inc

Various

719

-

-

12

Lockton Companies LLC

Various

687

-

-

13

Sagewell Healthcare Benefits Trust

Various

604

-

-

14

Nantworks LLC

Various

533

-

-

15

Onelegacy

Various

531

-

-

16

American Red Cross

Various

417

-

-

17

Medtronic USA Inc

Various

415

-

-

18

Shiftwise

Various

404

-

-

19

Kforce Inc.

Various

397

-

-

20

Norcal Mutual Insurance Company

Various

386

-

-

$30,399

-

-

Subtotal
Notes
A)
B)

See Notes after XI. Questionnaire.
In addition to the above payments to Ally Bank, Verity also submits its cash inflows to the Debtors' DIP Lender Ally Bank on a daily basis even when
there is no DIP balance outstanding. When this occurs, Ally Bank returns the funds to Verity. To the extent funds are sent to and received from Ally
Bank in the same month in the case of a zero DIP balance, the transfers will net out to zero.
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Doc
Filed
07/31/19CREDITORS,
EnteredLESSORS
07/31/19 13:07:27
II. STATUS
OF2825
PAYMENTS
TO SECURED
Main Document
Page 28CONTRACTS
of 56
AND OTHER
PARTIES TO EXECUTORY

Desc

Post-Petition
Total Due not paid
Frequency of Payments
payments not made
according to
(Mo/Qtr)
Amount of Payment
(Number)
postpetition terms

Creditor, Lessor, Etc.
SEE PRIOR PAGE

TOTAL DUE:

III. TAX LIABILITIES - $ in 000's
FOR THE REPORTING PERIOD - $ in 000's:

Gross Sales Subject to Sales Tax: $
Total Wages Paid: $
Total Post-Petition
Amounts Owing Amount Delinquent

Other:

Federal Withholding
State Withholding
FICA- Employee/Employer Share
State Unemployment
State Disability Insurance
Sales and Use
Real Property

$

1,480
591
1,990
107
112
26
33

TOTAL $

4,338

$

280
32,475
Date Delinquent
Amount Due

-

-

28

CaseIV.
2:18-bk-20151-ER
Doc
2825 AND
FiledPATIENT
07/31/19RECEIVABLES
Entered 07/31/19
AGING OF ACCOUNTS
PAYABLE
- $ in 00013:07:27
s
Main Document
Page 29 of 56

30 days or less
31 - 60 days
61 - 90 days
91 - 120 days
Over 120 days
TOTAL:

*Accounts Payable
Post-Petition
$
5,686
710
610
349
379
$
7,734

Desc

Patient Receivables
Combined Pre and Post Petition
$
69,407
20,462
11,951
9,144
40,763
$
151,727

V. INSURANCE COVERAGE
Name of Carrier
General Liability
Worker's Compensation
Casualty
Vehicle
Others:

Amount of
Coverage

Policy Expiration
Date

Premium Paid
Through (Date)

See Schedule Attached

VI. UNITED STATES TRUSTEE QUARTERLY FEES - $ in 000's
(TOTAL PAYMENTS)
Quarterly Period
Ending (Date)
30-Sep-2018 $
31-Dec-2018 $
31-Mar-2019 $

Total
Disbursements
89,411
377,637
418,770

Quarterly Fees

Date Paid

Amount Paid

Quarterly Fees
Still Owing

$
$
$

898
1,775
1,840

31-Oct-2018 $
31-Jan-2019 $
30-Apr-2019 $

898
1,775
1,840

$
$
$

$

4,513

$

4,513

$

- (A)
-

(A) The Debtors did not initially receive an invoice from the U.S. Trustee for quarterly fees for De Paul Ventures – San Jose Dialysis, LLC
and therefore $0.325 thousand of the reported amount paid was paid on November 30, 2018.
See Notes after Section XI., Questionnaire.
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Doc 2825
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VII SCHEDULE
OF COMPENSATION
TO INSIDERS
Main Document
Page 30 of 56
Debtor

Desc

Aggregate Insider
Compensation Paid

Account Used

Verity Health System of California, Inc.

XXXXXX1785

$

260,716

O’Connor Hospital

XXXXXX3007

$

Saint Louise Regional Hospital

XXXXXX7575

$

-

St. Francis Medical Center

XXXXXX3012

$

11,429

St. Vincent Medical Center

XXXXXX3017

$

61,629

Seton Medical Center

XXXXXX3001

$

65,977

-

O’Connor Hospital Foundation

-

Saint Louise Regional Hospital Foundation

-

St. Francis Medical Center of Lynwood Foundation

-

St. Vincent Foundation

-

St. Vincent Dialysis Center, Inc.

-

Seton Medical Center Foundation

-

Verity Business Services
Verity Medical Foundation

XXXXXX9996

$

-

Verity Holdings, LLC

-

DePaul Ventures, LLC

-

DePaul Ventures - San Jose Dialysis, LLC

$

399,751

VIII SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS

Debtor

Account Used

Aggregate Insider Other
Amounts Paid (a)

Verity Health System of California, Inc.

XXXXXX6440

$

124,375

O’Connor Hospital

XXXXXX6389

$

-

Saint Louise Regional Hospital

XXXXXX6421

$

-

St. Francis Medical Center

XXXXXX6407

$

31,750

St. Vincent Medical Center

XXXXXX6426

$

10,215

Seton Medical Center

XXXXXX6365

$

20,250

O’Connor Hospital Foundation

$

-

Saint Louise Regional Hospital Foundation

$

-

St. Francis Medical Center of Lynwood Foundation

$

-

St. Vincent Foundation

$

-

St. Vincent Dialysis Center, Inc.

$

-

Seton Medical Center Foundation

$

-

Verity Business Services

$

-

Verity Medical Foundation

$

-

Verity Holdings, LLC

$

-

DePaul Ventures, LLC

$

-

DePaul Ventures - San Jose Dialysis, LLC

$

-

$

186,590

(a) For the Hospital Debtors, amounts represent payments made by the Hospitals to physician
board members associated with medical directorships and on-call coverage provided. Such
payments are not associated with services provided as a board member.
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Saint Louise
Regional
Hospital

O'Connor
Hospital
ASSETS
Current Assets
Cash and cash equivalents
Net patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total Current Assets

$

Doc 2825 Filed 07/31/19 Entered 07/31/19 13:07:27
Main Document
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601
12,029
739
13,434
30,254
110,958
168,015

$

416
3,977
198
4,905
10,797
57,251
77,544

St. Francis
Medical Center

St. Vincent
Medical Center

Seton Medical
Center

Seton Medical
Center
Coastside
(Seton Medical
Center)

System Office
(Verity Health
System of CA,
Inc.)

$

$

$

$

$

16,847
61,282
2,949
453,240
44,945
579,263

4,736
32,268
5,003
13,554
19,176
74,737

8,574
35,810
1,995
17,240
13,357
76,976

197
4,535
48
366
5,146

31,584
631,858
10,695
30,986
705,123

System
Elimination Obligated
Group

$

Desc

Obligated
Group Subtotal

- $
(1,058,503)
(1,058,503)

62,955
149,901
10,884
75,776
129,590
199,195
628,301

Non-Debtor A

$

17,970
6,056
24,026

DePaul Ventures
Verity Business
(Includes DePaul
Services
Ventures - San Jose
Dialysis, LLC)

$

892
55,632
239
56,763

$

87
3,474
3,561

Assets Limited As To Use
Other investments
Under bond indenture agreements
Total Assets Limited As To Use

-

-

-

3,031
3,031

34,832
34,832

-

20
24,816
24,836

-

3,051
59,648
62,699

35,633
35,633

-

-

Property And Equipment, Net

-

-

86,029

44,119

41,335

641

24,092

-

196,216

-

1,522

-

Other Long-Term Assets

-

-

137

7

222

-

2,475

-

2,841

-

-

51

Total Assets
LIABILITIES AND NET (DEFICIT) ASSETS
Current Liabilities
Accounts payable
Current portion of long-term debt, net of debt issuance costs
Due to government agencies
Accrued expenses and other current liabilities
Due to related organizations
Total Current Liabilities

$

168,015

$

77,544

$

665,429

$

121,894

$

153,365

$

5,787

$

756,526

$

(1,058,503) $

890,057

$

59,659

$

58,285

$

3,612

$

15,600
774
570
15,849
270,132
302,925

$

4,091
469
5,265
73,620
83,445

$

16,974
4,076
2,603
94,744
10,343
128,740

$

23,371
867
1,605
32,543
340,362
398,748

$

15,274
1,801
326
47,496
220,729
285,626

$

403
2,152
26,451
29,006

$

14,183
228,350
159,659
269,577
671,769

$

- $
(1,058,503)
(1,058,503)

89,896
236,337
5,104
357,708
152,711
841,756

$

33
15,889
15,922

$

5,825
3,593
47,088
56,506

$

1
2
3

Other Liabilities
Pension and other long-term liabilities
Total Other Liabilities

48,641
48,641

5,669
5,669

95,824
95,824

73,788
73,788

2,549
2,549

26
26

49,335
49,335

-

275,832
275,832

33,092
33,092

-

-

Long-Term Debt, Net Of Current Portion
And Debt Issuance Costs

47,507

28,776

63,436

53,181

96,132

-

44,076

-

333,108

-

-

-

399,073

117,890

288,000

525,717

384,307

29,032

765,180

(1,058,503)

1,450,696

49,014

56,506

3

(40,346)
(40,346)
77,544 $

377,429
377,429
665,429

(8,654)
(8,654)
756,526 $

(1,058,503) $

10,645
10,645
59,659

1,779
1,779
58,285

3,609
3,609
3,612

Total Liabilities
NET (DEFICIT) ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Total Net (Deficit) Assets
Total Liabilities And Net (Deficit) Assets

$

(231,058)
(231,058)
168,015 $

$

(407,064)
523
2,718
(403,823)
121,894 $

(230,942)
(230,942)
153,365 $

(23,245)
(23,245)
5,787 $

(563,880)
523
2,718
(560,639)
890,057 $

$

$
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ASSETS
Current Assets
Cash and cash equivalents
Net patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total Current Assets

St. Vincent
Dialysis Center
Inc.

Verity Medical
Foundation

$

$

Assets Limited As To Use
Other investments
Under bond indenture agreements
Total Assets Limited As To Use
Property And Equipment, Net
Other Long-Term Assets
Total Assets
LIABILITIES AND NET (DEFICIT) ASSETS
Current Liabilities
Accounts payable
Current portion of long-term debt, net of debt issuance costs
Due to government agencies
Accrued expenses and other current liabilities
Due to related organizations
Total Current Liabilities

Doc 2825 Filed 07/31/19 Entered 07/31/19 13:07:27
Main Document
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18
615
6,913
64
7,610

2,583
1,211
3,438
3,142
1,796
12,170

O'Connor
Hospital
Foundation

$

343
1
344

Seton Medical
Center
Foundation

St. Francis
Medical Center
of Lynwood
Foundation

$

$

222
7
387
616

56
4
1,421
1,481

Saint Louise
Regional
Hospital
Foundation

$

St. Vincent
Foundation

19
5
24

$

Desc

Verity Holdings,
LLC

195
12,517
982
13,694

$

323
76,654
1,969
15,808
94,754

Non-Debtor B

$

15
15

$

Verity Total

- $
(234,421)
(8,363)
(242,784)

85,678
151,727
10,884
135,487
216,799
600,575

-

-

1,241
1,241

5,236
5,236

184
184

301
301

4,104
4,104

-

-

-

49,750
59,648
109,398

189

501

-

-

-

-

-

13,578

-

-

212,006

-

866

-

-

-

-

956

890

-

$

7,799

$

13,537

$

1,585

$

5,852

$

1,665

$

325

$

18,754

$

$

34
12,123
12,157

$

596
10,501
11,097

$

7,343
7,343

$

1,112
1,112

$

8,687
8,687

$

5,094
5,094

$

890
890

$

109,222

$

(244,275) $

926,092

1,057 $
1,704
(629)
2,132

-

$

- $
(9,844)
(234,421)
(244,265)

97,407
236,337
5,104
379,586
718,434

7,801
7,801

70
70

-

-

-

104
104

18,579
18,579

-

Long-Term Debt, Net Of Current Portion
And Debt Issuance Costs

-

-

-

-

-

-

-

105,653

-

Total Liabilities

12,157

18,898

7,413

1,112

8,687

5,094

994

126,364

-

NET (DEFICIT) ASSETS
Unrestricted
Temporarily restricted
Permanently restricted
Total Net (Deficit) Assets
Total Liabilities And Net (Deficit) Assets

(4,358)
(4,358)
7,799 $

(5,361)
(5,361)
13,537 $

(424)
2,446
2,718
4,740
5,852 $

(8,536)
1,514
(7,022)
1,665 $

(5,070)
301
(4,769)
325 $

11,692
3,617
2,451
17,760
18,754

$

4,113

15

-

(6,998)
835
335
(5,828)
1,585 $

(1,491)

$

Other Liabilities
Pension and other long-term liabilities
Total Other Liabilities

$

System
Elimination Non Obligated
Group

(17,142)
(17,142)
109,222 $

15
15
15

(10)
(10)

335,468
335,468

(244,275)

$

(244,275) $

438,761
1,492,663

(584,029)
9,236
8,222
(566,571)
926,092
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O'Connor
Hospital

UNRESTRICTED REVENUES AND OTHER SUPPORT
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total Unrestricted Revenues And Other Support

$

EXPENSES
Salaries and benefits
Supplies
Purchased services, medical claims and other
Depreciation and amortization
Interest, net
Total Expenses
Operating (Loss) Income
Investment Income (Loss)
Gain (Loss) on Hospital Sales
Reorganization Items
Excess (Deficit) Of Revenues Over Expenses

$

(1,777) $
839
(938)
(21)
(959)
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Saint Louise
Regional
Hospital

St. Francis
Medical Center

(994) $
377
(617)
(617)

25,559
1,888
27,447
8,986
220
364
37,017

St. Vincent
Medical Center

$

Seton Medical
Center

Seton Medical
Center
Coastside
(Seton Medical
Center)

13,499 $
(249)
13,250
1,853
15
65
15,183

12,222 $
(232)
11,990
101
15
12,106

1,269
72
1,341
32
1,373

1,503
210
426
11
2,150

236
(57)
488
229
896

126
(9)
40
139
296

20,862
3,717
18,533
701
318
44,131

9,086
2,884
8,023
576
229
20,798

12,053
1,390
5,577
426
442
19,888

(1,855)

(913)

(7,114)

(5,615)

(7,782)

System Office
(Verity Health
System of CA,
Inc.)

$

(777)

9,817
9,817

System
Elimination Obligated
Group

$

Desc

Obligated
Group Subtotal

(1,412) $
(1,412)
(156)
(8,779)
(10,347)

48,366
2,695
51,061
10,683
1,385
444
63,573

2,399
2,399

$

2,605

(3,007)

(24,458)

788

13

45

-

-

-

-

-

-

13

-

102

-

402

-

780

(393)

(90)

-

-

-

-

-

-

(483)

(44)

(63)

1,448

950

823

76

3,007

(6,565) $

(8,503) $

-

(3,007)
$

-

3,190
$

(27,351) $

833

1,730
(9)
642
23
2,386

-

196
196

-

(853) $

$

45,756
8,141
28,906
1,757
3,471
88,031

-

(8,562) $

984
984

(1,412)
(5,928)
(7,340)

94

(846) $

$

DePaul Ventures
Verity Business
(Includes DePaul
Services
Ventures - San Jose
Dialysis, LLC)

3,302
6
1,747
43
2,114
7,212

182

(2,022) $

Non-Debtor A

$

-

1
1
(1)

$
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St. Vincent
Dialysis Center
Inc.

UNRESTRICTED REVENUES AND OTHER SUPPORT
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total Unrestricted Revenues And Other Support

$
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Verity Medical
Foundation

422 $
(15)
407
407

(310) $
(310)
250
760
700

O'Connor
Hospital
Foundation

-

Seton Medical
Center
Foundation

St. Francis
Medical Center
of Lynwood
Foundation

$

$

5
5

23
23

Saint Louise
Regional
Hospital
Foundation

$

St. Vincent
Foundation

-

$

Desc

Verity Holdings,
LLC

20
20

$

924
180
1,104

Non-Debtor B

$

-

System
Elimination Non Obligated
Group

$

Verity Total

(97) $
(97)
(4,564)
(4,661)

48,381
2,680
51,061
10,933
1,888
672
64,554

47,668
8,286
29,476
1,840
4,169
91,439

EXPENSES
Salaries and benefits
Supplies
Purchased services, medical claims and other
Depreciation and amortization
Interest, net
Total Expenses

260
116
40
2
418

506
45
2,829
14
3,394

-

13
(1)
1
13

33
(2)
1
32

-

18
2
1
21

(7)
862
41
698
1,594

-

(648)
(3,999)
(4,647)

Operating (Loss) Income

(11)

(2,694)

-

(8)

(9)

-

(1)

(490)

-

(14)

(26,885)

Investment Income (Loss)

-

-

2

5

1

1

3

26

-

-

863

Gain (Loss) on Hospital Sales

-

-

-

-

-

-

-

-

-

-

(483)

Reorganization Items

-

(84)

-

-

-

-

-

14

-

(2,610) $

2

Excess (Deficit) Of Revenues Over Expenses

$

(11) $

$

(3) $

(8) $

1

$

2

$

(478) $

-

(13)
$

3,120

(1) $

(29,625)
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Saint Louise
Regional
Hospital

O'Connor
Hospital

UNRESTRICTED REVENUES AND OTHER SUPPORT
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total Unrestricted Revenues And Other Support

$
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St. Francis
Medical Center

St. Vincent
Medical Center

Seton Medical
Seton Medical Center Coastside
Center
(Seton Medical
Center)

System Office
(Verity Health
System of CA,
Inc.)

40,112 $
(1,324)
38,788
92
32
38,912

361,461 $
(1,870)
359,591
86,395
1,640
3,214
450,840

149,068 $
(1,213)
147,855
13,404
1,236
920
163,415

174,813 $
(9,096)
165,717
998
73
166,788

18,182 $
(612)
17,570
448
18,018

EXPENSES
Salaries and benefits
Supplies
Purchased services, medical claims and other
Depreciation and amortization
Interest, net
Total Expenses

84,749
18,379
48,328
3,005
2,070
156,531

30,266
4,028
15,305
868
1,377
51,844

192,993
35,498
175,112
6,955
3,155
413,713

95,805
33,891
82,466
4,880
2,231
219,273

125,557
22,724
57,483
4,219
4,505
214,488

14,525
1,604
3,913
103
20,145

41,603
114
27,542
403
20,716
90,378

(14,657)
(84,211)
(98,868)

Operating (Loss) Income

(32,538)

(12,932)

37,127

(55,858)

(47,700)

(2,127)

39,029

(41,538)

Gain (Loss) on Hospital Sales
Reorganization Items
Excess (Deficit) Of Revenues Over Expenses

$

$

Obligated
Group Subtotal

125,008 $
(3,308)
121,700
2,231
62
123,993

Investment Income (Loss)

129,407
129,407

System
Elimination Obligated
Group

Desc

(14,657) $
(14,657)
(1,044)
(124,705)
(140,406)

Non-Debtor A

853,987 $
(17,423)
836,564
98,755
11,347
4,301
950,967

570,841
116,238
325,937
20,433
34,054
1,067,503
(116,536)

10,609
10,609

Verity Business
Services

DePaul Ventures
(Includes DePaul
Ventures - San
Jose Dialysis,
LLC)

$

$

31,609
31,609

-

9,981
9,981

23,060
193
7,852
229
31,334

(75)
(75)

628

275

75

744

385

-

-

247

-

2,509

-

3,885

498

-

-

109,156

51,629

-

-

-

-

674

-

161,459

-

-

-

5,967

2,053

16,683

10,570

9,418

880

41,538

45,571

-

275

1

71,395

$

37,029

$

20,444

$

(66,428) $

(56,871) $

(3,007) $

674

(41,538)
$

-

$

3,237

$

1,126

$

-

35
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Verity Health System
Statement Of Operations - Unaudited
For the Ten Months June 30, 2019
(In thousands)
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St. Vincent
Dialysis Center
Inc.

UNRESTRICTED REVENUES AND OTHER SUPPORT
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total Unrestricted Revenues And Other Support

$

EXPENSES
Salaries and benefits
Supplies
Purchased services, medical claims and other
Depreciation and amortization
Interest, net
Total Expenses
Operating (Loss) Income
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Verity Medical
Foundation

O'Connor
Hospital
Foundation

St. Francis
Medical Center
of Lynwood
Foundation

$

$

4,163 $
(266)
3,897
3,897

31,448 $
(1,609)
29,839
10,764
8,747
49,350

2,603
1,358
440
20
4,421

24,662
10,581
58,837
1,526
11
95,617

94
6
100

138
(5)
(7)
4
130

(46,267)

(95)

(524)

5
5

Seton Medical
Center
Foundation

43
43

124
124

Saint Louise
Regional
Hospital
Foundation

$

St. Vincent
Foundation

Desc

Verity Holdings,
LLC

$

11,653
1,800
13,453

Non-Debtor B

$

-

141
141

(1,080) $
(1,080)
(55,546)
(56,626)

888,518
(19,298)
869,220
109,519
18,419
6,413
1,003,571

360
41
4
405

69
28
97

188
31
4
223

(9)
49
9,184
605
7,097
16,926

-

(6,661)
(49,695)
(56,356)

615,345
128,414
362,560
22,825
41,162
1,170,306

(87)

(281)

(98)

(82)

(3,473)

-

(270)

17

55

10

7

20

599

-

-

5,094

-

174,598

3

Gain (Loss) on Hospital Sales

-

(31)

-

-

-

-

-

13,170

-

Reorganization Items

-

589

3

4

3

3

3

95

-

(521) $

(46,887) $

Excess (Deficit) Of Revenues Over Expenses

$

(81) $

(36) $

(274) $

(94) $

(65) $

10,201

$

-

$

Verity Total

- $
(1)
(1)

Investment Income (Loss)

-

System
Elimination Non Obligated
Group

(166,735)

(273)
$

3

46,274
$

(33,317)
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Desc

Notes
Post-Petition
Total Due not paid
Frequency of Payments payments not made
according to
(Mo/Qtr)
(Number)
postpetition terms
n/a
-

Creditor, Lessor, Etc. Not Paid According
to Postpetition Terms
None

TOTAL DUE:

Explanation
n/a

0.00

VI. UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS - 1st QUARTERLY PERIOD)
Quarterly Period
Ending (Date)

Debtor

Total
Disbursements

$

-

Quarterly Fees

$

-

Date Paid

Amount Paid

$

-

Quarterly Fees Still
Owing

$

-

38

Case 2:18-bk-20151-ER

Health
System
of California,Entered
Inc.
DocVerity
2825
Filed
07/31/19
07/31/19 13:07:27
Summary of Insurance
Main Document
Page 39 of 56

Desc

As of 7/1/2019

#

Insurance Coverage

Carrier

First Named Insured

Policy Period

Policy Number

Limits of Liability

Premium Paid
Through (Date)

2/28/2022

1

Storage Tank Liability

ACE American
Insurance Company
(Chubb)

O'Connor Hospital

6/30/2018-2/28/2022

G24668538 010

$1,000,000 Per Storage Tank Incident
$2,000,000 Aggregate for ASTs
$2,000,000 Aggregate for USTs
$4,000,000 Aggregate Limit of Liability for All Storage Tank
Incidents
$2,000,000 Aggregate Limit of Liability for Legal Defense Expenses
$6,000,000 Policy Aggregate

2

Cyber/Network Liability

AXIS Insurance
Company

Verity Health System of
California, Inc.

2/4/2019-2/4/2020

P-001-000076217-01

$2,000,000 per claim in excess of $500,000

2/4/2020

3

Commercial Property

American Guarantee
and Liability Insurance
Company (Zurich)

Verity Health System of
California, Inc.

7/1/2019-7/1/2020

ZMD7067455-01

$1,000,000,000 Loss Limit

7/1/2020

4

Workers' Compensation and Employers
Liability

Old Republic Insurance
Company

Verity Health System of
California, Inc.

7/1/2019-1/1/2020

MWC 313800-19

Workers' Compensation - Statutory
Employers Liability $1,000,000 BI Each Accident
$1,000,000 BI Disease Each Employee
$1,000,000 BI Disease Policy Limit

1/1/2020

10/1/2018-10/1/2019

UST G71182654 001

$1,000,000 Per Storage Tank Incident
$1,000,000 Aggregate for ASTs
$1,000,000 Aggregate for USTs
$2,000,000 Aggregate Limit of Liability for All Storage Tank
Incidents
$1,000,000 Aggregate Limit of Liability for Legal Defense Expenses
$3,000,000 Policy Aggregate

10/1/2019

10/1/2018-10/1/2019

CA 087 15 98

$1,000,000 Combined Single Limit

10/1/2019

10/1/2019

St. Vincent Medical Center
Seton Medical Center; Verity
Holdings, LLC

5

Storage Tank Liability (Consolidated)

ACE American
Insurance Company
(Chubb)

6

Commercial Automobile

National Union Fire
Insurance Company of
Pittsburgh, PA (AIG)

Verity Health System of
California, Inc.

7 Helipad Liability & Non-Owned Aircraft Liability

ACE Property and
Casualty Insurance
Company (Chubb)

Verity Health System of
California, Inc.

10/1/2018-10/1/2019

AAP N17935550 001

$10,000,000 Each Occurrence
$10,000,000 Products-Completed Operations Aggregate
$10,000,000 Personal Injury and Advertising Injury Aggregate
$10,000,000 Hangarkeepers Any One Occurrence
$10,000,000 Hangarkeepers Any One Aircraft
$10,000,000 Non-Owned Aircraft Liability Any One Occurrence

8

Sexual Misconduct and Molestation Liability

Lloyds of London
(Beazley Syndicates
#2623/#623)

St. Francis Medical Center
(Children's Counseling Center
Agreement)

10/1/2018-10/1/2019

GLOPR1801815

$2,000,000 Any One Victim and in the Aggregate

10/1/2019

9

D&O Liability, Employment Practices Liability,
Fiduciary Liability, Crime

National Union Fire
Insurance Company of
Pittsburgh, PA (AIG)

Verity Health System of
California, Inc.

10/1/2017-10/1/2018
(Extended to 10/1/2019)

02-359-65-60

$10,000,000 D&O Liability and EPL (Shared)
$10,000,000 Fiduciary Liability
$10,000,000 Crime
$20,000,000 Policy Aggregate

10/1/2019

Endurance Risk
Solutions Assurance
Company

Verity Health System of
California, Inc.

10/1/2017-10/1/2018
(Extended to 10/1/2019)

BLX10008286901

$10,000,000 Excess of $10,000,000

10/1/2019

Argonaut Insurance
Company (ARGO
Group)

Verity Health System of
California, Inc.

10/1/2017-10/1/2018
(Extended to 10/1/2019)

MLX 7602088-01

$10,000,000 Excess of $20,000,000
(D&O Liaiblity Only)

10/1/2019

National Union Fire
Insurance Company of
Pittsburgh, PA

Verity Health System of
California, Inc.

10/1/2018-10/1/2019

02-306-61-90

$2,000,000 Excess of $30,000,000

10/1/2019

Primary Layer

10

D&O Liability and Employment Practices
Liability

1st Excess Layer

11

12

D&O Liability Only

2nd Excess Layer

Excess Side A D&O Liability
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As of 7/1/2019

#

13

14

Insurance Coverage
Punitive Damages Wrap

Primary Layer

Punitive Damages Wrap

1st Excess Layer

Carrier

First Named Insured

Policy Period

Policy Number

Limits of Liability

Premium Paid
Through (Date)

American International
Reinsurance Company,
Ltd.

Verity Health System of
California, Inc.

10/1/2017-10/1/2018
(Extended to 10/1/2019)

24542026

$10,000,000 Each Occurence
$10,000,000 Aggregate

10/1/2019

Magna Carta
Insurance, Ltd.

Verity Health System of
California, Inc.

10/1/2017-10/1/2018
(Extended to 10/1/2019)

MCEN204155

$10,000,000 Excess of $10,000,000

10/1/2019

12/5/2019

St. Francis Medical Center

12/05/2018-12/05/2019

STEP011394-01

$1,000,000 Remediation Expense
$1,000,000 Bodily Injury and Property Damage Resulting from
Contamination
$1,000,000 Defense Expense
$1,000,000 Defense Expense Aggregate
$2,000,000 Total Policy Aggregate

15

Storage Tank Liability

Tokio Marine Specialty
Insurance Company
(Philadelphia)

16

General Liability

Chubb

St. Francis Medical Center
(Lynwood Parking Agreement)

3/31/2019-3/31/2020

HPL G2181684A 012

$1,000,000 Each Occurrence
$1,000,000 Personal Injury & Advertising Injury
$1,000,000 Products/Completed Operations Aggregrate
$3,000,000 General Aggregate

3/31/2020

Physicians Professional Liability
17

Professional Liability

NORCAL Mutual
Insurance Company

The Contracted Physicians of
O'Connor Hospital

1/1/2019-1/1/2020

728814N

Per Scheduled Provider
$1,000,000 Each Claim; $3,000,000 Aggregate

9/30/2019

18

Professional Liability

NORCAL Mutual
Insurance Company

The Contracted Physicians of St.
Francis Medical Center

1/1/2019-1/1/2020

728812N

Per Scheduled Provider
$1,000,000 Each Claim; $3,000,000 Aggregate
$2,000,000 Each Claim; $4,000,000 Aggregate

9/30/2019

Marillac Insurance
Company, Ltd.

Verity Health System of
California, Inc.

3/31/2019-3/31/2020

DOC PLGL-26000-019

Professional Liability
$5,000,000 Each Claim and No Aggregate
General Liability
$2,000,000 Each Occurrence and No Aggregate

7/31/2019

3/31/2020

Captive

19

Professional and General Liability

20

Excess Professional and Umbrella Liability
(See Reinsurance Below)

Marillac Insurance
Company, Ltd.

Verity Health System of
California, Inc.

3/31/2019-3/31/2020

DOC PLGL-26000-019

Excess Professional Liability
$80,000,000 Each Occurence
$80,000,000 Aggregate
All Other Liability
$80,000,000 Each Claim
$80,000,000 Aggregate

21

Workers Compensation Deductible Liability
Protection

Marillac Insurance
Company, Ltd.

Verity Health System of
California, Inc.

7/1/2019-1/1/2020

DED.WC-07.01.19-20

Workers' Compensation
$500,000 Each Occurrence
Employers Liability
$500,000 Each Occurrence

10/1/2019

ACE American
Insurance Company
(Chubb)

Verity Health System of
California, Inc.

3/31/2019-3/31/2020

RBN G21816838 012

$15,000,000 Each Professional Liability Loss Event
$15,000,000 Aggregate Professional Liability
$15,000,000 Aggregate General Liability
of Ceding Company Limits

3/31/2020

Reinsurance

22

Lead Excess Layer
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Desc

As of 7/1/2019

#

23

24

25

26

27

Insurance Coverage

Carrier

First Named Insured

2nd Excess Layer

Continental Casualty
Company (CNA)

Verity Health System of
California, Inc.

3rd Excess Layer

Berkshire Hathaway
Specialty Insurance
Company

Verity Health System of
California, Inc.

4th Excess Layer

Zurich American
Insurance Company

Verity Health System of
California, Inc.

5th Excess Layer

The Doctors Company
Group

Verity Health System of
California, Inc.

6th Excess Layer

The Medical Protective
Company

Verity Health System of
California, Inc.

Policy Number

Limits of Liability

Premium Paid
Through (Date)

HMU 2097462209-11

$10,000,000 Each Professional Liability Claim
$10,000,000 Aggregate Professional Liability
$10,000,000 Each General Liability Occurrence
$10,000,000 Aggregate General Liability
Excess of
Chubb Underlying Above

3/31/2020

47-RHC-304968-02

$10,000,000 Each Professional Liability Claim
$10,000,000 Aggregate Professional Liability
$10,000,000 Each General Liability Occurrence
$10,000,000 Aggregate General Liability
Excess of
Chubb and CNA Underlying Above

3/31/2020

HPC 0239123-01

$10,000,000 Each Professional Liability Claim
$10,000,000 Aggregate Professional Liability
$10,000,000 Each General Liability Occurrence
$10,000,000 Aggregate General Liability
Excess of
Chubb, CNA and Berkshire Underlying Above

3/31/2020

FRX-00015-19-00

$15,000,000 Each Professional Liability Claim
$15,000,000 Aggregate Professional Liability
$15,000,000 Aggregate General Liability
Excess of
Chubb, CNA, Berkshire and Zurich Underlying Above

3/31/2020

3/31/2019-3/31/2020

XOL2019-018

$20,000,000 Each Professional Liability Claim
$20,000,000 Aggregate Professional Liability
$20,000,000 Each General Liability Occurrence
$20,000,000 Aggregate General Liability
Excess of
Chubb, CNA, Berkshire, Zurich and TDC Underlying Above

3/31/2020

Policy Period

3/31/2019-3/31/2020

3/31/2019-3/31/2020

3/31/2019-3/31/2020

3/31/2019-3/31/2020

Surety Bonds
28

CA DHS Patient Trust Bond

Hartford Fire Insurance
Seton Medical Center Coastside
Company

12/1/2001-12/1/2019

83BSBBF7598

$75,000 Bond Amount

12/1/2019

29

CA DHS Patient Trust Bond

Hartford Fire Insurance
Company

St. Francis Medical Center

12/1/2001-12/1/2019

83BSBBF7621

$5,000 Bond Amount

12/1/2019

30

CA DHS Patient Trust Bond

Hartford Fire Insurance
Company

St. Vincent Medical Center

12/1/2001-12/1/2019

83BSBBF7625

$2,000 Bond Amount

12/1/2019

31

CA DHS Patient Trust Bond

Hartford Fire Insurance
Company

Saint Louise Regional Hospital

12/1/2001-12/1/2019

83BSBBF7637

$10,000 Bond Amount

12/1/2019

32

CA DHS Patient Trust Bond

Hartford Fire Insurance
Company

O'Connor Hospital

12/1/2001-12/1/2019

83BSBBF7648

$50,000 Bond Amount

12/1/2019

33

CA DHS Patient Trust Bond

Hartford Fire Insurance
Company

Seton Medical Center

12/1/2001-12/1/2019

83BSBBF7661

$35,000 Bond Amount

12/1/2019
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#

Insurance Coverage

Carrier

First Named Insured

Policy Number

Limits of Liability

Premium Paid
Through (Date)

1/1/2019-1/1/2020

P0312544005

$1,000,000 Maximum Benefit Per Covered Person
90% Payable in Excess of Specific Deductible if Complete Claim is
Received by 2/1/20
50% Payable in Excess of Specific Deductible if Complete Claim is
Not Received by 2/1/20
Transplant Services - 50% by a Non-Approved Transplant Network
Provider

6/30/2019

(A)

1/1/19-12/31/19

70037-7

$375,000 per Individual
Coverage Period - Incurred in 12 months 1/1/19 - 12/31/19 and
paid in 24 months 1/1/19 - 12/31/20

7/1/2019

(A)

Policy Period

Provider Capitation Stop Loss (Managed Care Excess Loss)

Provider Capitation Stop Loss

34 (Applicable to St. Vincent Medical Center and
St. Francis Medical Center)

PartnerRe America
Insurance Company

Verity Health System of
California, Inc.

Self-Insured Medical and Pharmacy Stop Loss
35 Self-Insured Medical and Pharmacy Stop Loss

Reliastar Life Insurance
Company (Voya)

Verity Health System of
California, Inc.

(A) Premium is paid monthly.
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

Group

Bank Account Name

Account Number

Authorized Signers

Verity Health System of California, Bank of America
Inc.

Company

Financial Institution

XXXXXX9087

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(C)

(C)

1

Obligated Group

VHS - Santa Clara Sale
Proceeds

Obligated Group

VHS - Non-Santa Clara Sale
Proceeds

Verity Health System of California, Bank of America
Inc.

XXXXXX9100

2

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

VHS - AP
Obligated Group

Verity Health System of California, Bank of America
Inc.

XXXXXX6440

3

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

VHS - Self Insurance
Obligated Group

Verity Health System of California, Bank of America
Inc.

XXXXXX9250

4

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

VHS - Payroll
Obligated Group

Verity Health System of California, Bank of America
Inc.

XXXXXX1785

5

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Obligated Group

VHS - DIP Concentration
Account (formerly named
Construction Escrow)
VHS - DIP Loan Proceeds

Verity Health System of California, Bank of America
Inc.

XXXXXX2889

6

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Obligated Group

Verity Health System of California, Bank of America
Inc.

XXXXXX4358

7

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Bank of America

XXXXXX9549

Obligated Group

OCH - Santa Clara Sale
Proceeds

O'Connor Hospital

8

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

OCH - Lockbox

O'Connor Hospital

Bank of America

XXXXXX2945

9

Obligated Group

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

OCH - Gross Revenue

O'Connor Hospital

Bank of America

XXXXXX3900

10

Obligated Group

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

OCH - AP

O'Connor Hospital

Bank of America

XXXXXX6389

11

Obligated Group

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

Group

12

Obligated Group

13

Obligated Group

14

Obligated Group

15

Obligated Group

16

Obligated Group

17

Obligated Group

18

Obligated Group

19

Obligated Group

20

Obligated Group

21

Obligated Group

22

Obligated Group

Account Number

Authorized Signers

OCH - Payroll

Bank Account Name

O'Connor Hospital

Company

Bank of America

Financial Institution

XXXXXX3007

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

OCH - Patient Trust

O'Connor Hospital

Bank of America

XXXXXX2662

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SLRH - Santa Clara Sale
Proceeds

St. Louise Regional Hospital

Bank of America

XXXXXX9563

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SLRH - Lockbox

St. Louise Regional Hospital

Bank of America

XXXXXX2926

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SLRH - Gross Revenue

St. Louise Regional Hospital

Bank of America

XXXXXX3905

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SLRH - AP

St. Louise Regional Hospital

Bank of America

XXXXXX6421

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SLRH - Payroll

St. Louise Regional Hospital

Bank of America

XXXXXX7575

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - Sale Proceeds

St. Francis Medical Center

Bank of America

XXXXXX0090

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - Lockbox

St. Francis Medical Center

Bank of America

XXXXXX2940

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - Gross Revenue

St. Francis Medical Center

Bank of America

XXXXXX3924

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - AP

St. Francis Medical Center

Bank of America

XXXXXX6407

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

Group

23

Obligated Group

24

Obligated Group

25

Obligated Group

26

Obligated Group

27

Obligated Group

28

Obligated Group

29

Obligated Group

30

Obligated Group

31

Obligated Group

32

Obligated Group

33

Obligated Group

34

Obligated Group

Account Number

Authorized Signers

SFMC - Payroll

Bank Account Name

St. Francis Medical Center

Company

Bank of America

Financial Institution

XXXXXX3012

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - Cafeteria Deposits

St. Francis Medical Center

Bank of America

XXXXXX1057

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SFMC - Capitation
(AppleCare)

St. Francis Medical Center

Bank of America

XXXXXX1371

SFMC - Capitation (Conifer)

St. Francis Medical Center

Bank of America

XXXXXX1357

SFMC - Capitation AC

St. Francis Medical Center

Bank of America

XXXXXX1845

SFMC - Capitation HCLA

St. Francis Medical Center

Bank of America

XXXXXX1840

SFMC - Career College
SVMC - Sale Proceeds

St. Francis Medical Center
St. Vincent Medical Center

U S Bank
Bank of America

XXXXXX2162
XXXXXX0076

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer;
Eleanor Ramirez, SFMC CEO
Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer;
Eleanor Ramirez, SFMC CEO
Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer;
Eleanor Ramirez, SFMC CEO
Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer;
Eleanor Ramirez, SFMC CEO
Need to Update Signers
Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SVMC - Lockbox

St. Vincent Medical Center

Bank of America

XXXXXX2964

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SVMC - Gross Revenue

St. Vincent Medical Center

Bank of America

XXXXXX3929

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SVMC - AP

St. Vincent Medical Center

Bank of America

XXXXXX6426

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SVMC - Payroll

St. Vincent Medical Center

Bank of America

XXXXXX3017

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

35

Group

Account Number

Authorized Signers

SVMC - Capitation (CHP)

Bank Account Name

St. Vincent Medical Center

Company

Bank of America

Financial Institution

XXXXXX0553

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer,
Margaret Pfeiffer, SVMC COO

SVMC - Capitation (Conifer)

St. Vincent Medical Center

Bank of America

XXXXXX3695

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer,
Margaret Pfeiffer, SVMC COO

SVMC - Restricted Cash

St. Vincent Medical Center

Bank of America

XXXXX00989

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(B)

SMC - Sale Proceeds

Seton Medical Center

Bank of America

XXXXXX0071

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(C)

SMC - Lockbox

Seton Medical Center

Bank of America

XXXXXX2902

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMC - Gross Revenue

Seton Medical Center

Bank of America

XXXXXX3887

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMC - AP

Seton Medical Center

Bank of America

XXXXXX6365

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMC - Payroll

Seton Medical Center

Bank of America

XXXXXX3001

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMCC - Lockbox

Seton Medical Center

Bank of America

XXXXX02907

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMCC - Gross Revenue

Seton Medical Center

Bank of America

XXXXXX3882

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Obligated Group

36

Obligated Group

37

Obligated Group

38

Obligated Group

39

Obligated Group

40

Obligated Group

41

Obligated Group

42

Obligated Group

43

Obligated Group

44

Obligated Group
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

Group

45

Obligated Group

46

Obligated Group

47

Charitable
Foundation

48

Charitable
Foundation

49

Charitable
Foundation

50

Charitable
Foundation

51

Charitable
Foundation

52

Non-Obligated
Group

53

Charitable
Foundation

54

Charitable
Foundation

55

Non-Obligated
Group

56

Non-Obligated
Group

Bank Account Name

Company

Account Number

Authorized Signers

Bank of America

XXXXXX6384

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Bank of America

XXXXX12907

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

O'Connor Hospital Foundation

Bank of America

XXXXXX3433

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

OCH Foundation - Investment O'Connor Hospital Foundation

Morgan Stanley

SLRH Foundation

St. Louise Regional Hospital
Foundation

Bank of America

XXXXXX2521

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(B)

SFMC of Lynwood
Foundation

St. Francis Medical Center
Foundation

Bank of America

XXXXXX2809

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(B)

SVMC Foundation

St. Vincent Medical Center
Foundation

Bank of America

XXXXXX3025

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(B)

St. Vincent Dialysis Center

St. Vincent Dialysis Center

Bank of America

XXXXXX8921

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMC Foundation

Seton Medical Center Foundation Bank of America

XXXXXX2260

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(B)

SMC Foundation - SVCS

Healy, James T/U/A

Wells Fargo

XXXXX60089

Need to Update Signers

(A) (B)

VBS - AP

Verity Business Services

Bank of America

XXXXXX6402

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

VBS - Payroll

Verity Business Services

Bank of America

XXXXXX2982

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMCC - AP

Seton Medical Center

SMCC - Patient Trust

Seton Medical Center

OCH Foundation

Financial Institution

XXXXX2-037

(B)

(B)

Ty Conner, Treasurer
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number
57
58

Group
Physician
Foundation
Physician
Foundation

59

Non-Obligated
Group

60

Non-Obligated
Group

61

Non-Obligated
Group

62

Non-Obligated
Group

63

Non-Obligated
Group

Bank Account Name

Company

VMF - Checking

Verity Medical Foundation

VMF - Sale Proceeds

Verity Medical Foundation

De Paul Ventures - San Jose
Dialysis, LLC

De Paul Ventures - San Jose
Dialysis, LLC

VH - Santa Clara Sale
Proceeds

Financial Institution
Wells Fargo

Account Number

Authorized Signers

XXXXXX9996

Steve Campbell, CEO; Randall Roisman, CFO;
and Fariba Shahbazi, Tony Armada
Steve Campbell, CEO; Randall Roisman, CFO;
and Fariba Shahbazi, Tony Armada
Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

Bank of America

XXXXXX2810

Bank of America

XXXXXX2797

Verity Holdings LLC

Bank of America

XXXXXX9568

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(C)

VH - Sale Proceeds

Verity Holdings LLC

Bank of America

XXXXXX0151

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

(C)

VH - AP

Verity Holdings LLC

Bank of America

XXXXXX1597

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

VH - MOB

Verity Holdings LLC

Bank of America

XXXXXX1248

Rich Adcock, CEO; Tony Armada, COO; Anita
Chou, CFO; and Ty Conner, Treasurer

SMCC - Patient Trust - TCB

Seton Medical Center

Tri Counties Bank

XXXXXX3611

Not applicable

OCH - FSA

O'Connor Hospital

Bank of America

XXXXXX2284

SLRH - FSA

St. Louise Regional Hospital

Bank of America

XXXXXX2307

SFMC - FSA

St. Francis Medical Center

Bank of America

XXXXXX2487

Bank Account Closed Since the Petition Date
64

Obligated Group

65

Obligated Group

66

Obligated Group

67

Obligated Group

Not applicable
Not applicable
Not applicable
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Verity Health System
Debtor Bank Accounts
As of 06/30/19

Number

Group

68

Obligated Group

69

Charitable
Foundation

70

Obligated Group

71

Obligated Group

72
73
74
75

Non-Obligated
Group
Non-Obligated
Group
Non-Obligated
Group
Physician
Foundation

Bank Account Name

Company

SVMC - FSA

St. Vincent Medical Center

SVMC Foundation - EWB

St. Vincent Medical Center
Foundation
Seton Medical Center

SMC - FSA
SMCC - FSA

Seton Medical Center

Financial Institution
Bank of America
EastWest Bank

Account Number
XXXXXX2062
XXXXXX1162

Bank of America

XXXXXX2289

Bank of America

XXXXXX2302

VBS - FSA

Verity Business Services

Bank of America

XXXXXX3192

VH - Operating

Verity Holdings LLC

Bank of America

XXXXXX1970

VH - Savings

Verity Holdings LLC

Bank of America

XXXXXX1975

VMF - Payroll ZBA

Verity Medical Foundation

Wells Fargo

XXXXXX0010

Authorized Signers
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable
Not applicable

Bank Account Identified After the Petition Date (Closed 10/4/18)
76

SMC Foundation - TCB

Seton Medical Center Foundation

Tri Counties Bank

XXXXXX8521

Not applicable

(A) Authorized signors are to be updated to current signors on the other Debtor accounts.
(B) This bank account contains certain funds that are donor restricted or restricted per an asset purchase agreement, and therefore,
are not available for the Debtor's general operating activities. Please refer to the attached Restricted Funds schedule for additional restricted funds recorded by
the Debtors that are not included in this schedule of Debtor Bank Accounts as they are not part of the cash management program.
(C) The Final DIP Order provides that the Sale Proceeds, including any deposits, shall be held in escrow in one or more deposit accounts subject to a deposit
account control agreement in favor of the DIP Agent (the "Escrow Deposit Account"). Any funds held in the Escrow Deposit Account shall not be commingled
with any other funds of the selling Debtor, the Sale Proceeds of any other Debtor or otherwise.
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Verity Health System, Inc.
Restricted Funds Schedule
At May 31, 2019 and June 30, 2019
$ in 000's

No.
Debtor Name
1R Verity Health System of California

Institution Name
Type of Account
Wells Fargo
Checking (Restricted Funds)

Last
4 of
A/C
0300

2R

Verity Health System of California

Wells Fargo

Checking (Restricted Funds)

8703

21,063

3R

Verity Health System of California

Wells Fargo

Checking (Restricted Funds)

8803

813

4R

Verity Health System of California

Wells Fargo

Checking (Restricted Funds)

8903

896

6R

St. Vincent Foundation

Green Oak
Endowment Fund (Restricted Funds)
Consulting Group

a541a

3,141

7R

St. Vincent Medical Center

Northern Trust

Endowment Fund (Restricted Funds)

4098

1,785

8R

Seton Medical Center

Wilmington Trust

Checking - Restricted

7000

252

9R

Seton Medical Center

Wilmington Trust

Checking - Restricted

7001

250

10R Seton Medical Center

Wilmington Trust

Checking - Restricted

7002

-

11R Seton Medical Center

Wilmington Trust

Checking - Restricted

7003

16,824

12R Seton Medical Center

Wilmington Trust

Checking - Restricted

7004

-

13R Seton Medical Center

Wilmington Trust

Checking - Restricted

7005

-

14R Seton Medical Center

Wilmington Trust

Checking - Restricted

7006

-

15R Seton Medical Center

Wilmington Trust

Checking - Restricted

7007

-

16R Seton Medical Center

Wilmington Trust

Checking - Restricted

1000

142

17R Seton Medical Center

Wilmington Trust

Checking - Restricted

1001

-

18R Seton Medical Center

Wilmington Trust

Checking - Restricted

1002

-

5/31/2019
Balance
$
2,000

6/30/2019
Balance
Description of Restrictions
$
2,000 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements
21,103 Debt Reserve Account - funds held in trust under bond
indenture; only trustee can authorize disbursements
814 Debt Reserve Account - funds held in trust under bond
indenture; only trustee can authorize disbursements
898 Debt Reserve Account - funds held in trust under bond
indenture; only trustee can authorize disbursements
3,274 Donor restricted funds controlled by third party; Debtor does
not control disbursements from this account
1,862 Donor restricted funds controlled by third party; Debtor does
not control disbursements from this account
252 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements
250 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
16,852 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements to pay for seismicrelated expenditures for Seton Medical Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
142 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements to pay for seismicrelated expenditures for Seton Medical Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
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Verity Health System, Inc.
Restricted Funds Schedule
At May 31, 2019 and June 30, 2019
$ in 000's

No.
Debtor Name
19R Seton Medical Center

Institution Name
Type of Account
Wilmington Trust Checking - Restricted

Last
4 of
A/C
1003

20R Seton Medical Center

Wilmington Trust

Checking - Restricted

1004

-

21R Seton Medical Center

Wilmington Trust

Checking - Restricted

1005

-

22R Seton Medical Center

Wilmington Trust

Checking - Restricted

1006

-

23R Seton Medical Center

Wilmington Trust

Checking - Restricted

1007

-

5/31/2019
Balance
17,698

6/30/2019
Balance
Description of Restrictions
17,727 Escrow Account - funds held in trust under bond indenture;
only trustee can authorize disbursements to pay for seismicrelated expenditures for Seton Medical Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
- Escrow Account - only trustee can authorize disbursements
to pay for seismic-related expenditures for Seton Medical
Center.
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VERITY HEALTH SYSTEM OF CALIFORNIA, INC.
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE TWELVE MONTHS ENDED
June 30, 2018

Verity Health System of California, Inc., a California nonprofit public benefit corporation (the
“Parent”) is the sole corporate member of five California nonprofit public benefit corporations that
operate five acute care hospitals and other facilities (collectively, the “Hospitals,” see list below)
in the state of California. The Parent and the following affiliated entities (collectively, “Verity”)
operate as a nonprofit health care system in the state of California, with approximately 1,680
licensed acute care and skilled nursing beds.
Verity consists of Parent* and the following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

O’Connor Hospital*
Saint Louise Regional Hospital*
St. Francis Medical Center*
St. Vincent Medical Center*
Seton Medical Center (including its unincorporated division Seton Medical Center
Coastside)*
Verity Business Services
Marillac Insurance Company, Ltd.
O’Connor Hospital Foundation
Saint Louise Regional Hospital Foundation
St. Francis Medical Center Foundation
St. Vincent Medical Center Foundation
Seton Medical Center Foundation
St. Vincent de Paul Ethics Corporation
St. Vincent Dialysis Center
De Paul Ventures, LLC
Verity Medical Foundation
Verity Holdings, LLC
Verity BASM Holdco, LLC**

* Member of the Obligated Group, as defined in the Master Indenture of Trust, dated as of
December 1, 2001 (as previously amended and supplemented, the “Master Indenture”), among
the Parent, the other Initial Members (as defined therein) and U.S. Bank National Association.
** Verity redeemed its investment in Verity BASM Holdco, LLC subsequent to June 30, 2018
(See “Other Events”).
The financial information summarized herein represents consolidated financial information for
Verity, not financial information solely for the Obligated Group. This summarized financial
information includes the operations of all Obligated Group Members, as well as the results of
operations of other entities that are not Members of the Obligated Group. For the twelve months
ended June 30, 2018, the entities that are not Members of the Obligated Group had revenues and
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investment income totaling $117.9 million (after the elimination of $59.1 million of inter-company
revenues) representing 7.4% of Verity’s consolidated revenues and investment income. Additional
financial information pertaining to the entities that are not Members of the Obligated Group can
be found in the accompanying unaudited financial statements.
The financial information for the twelve months ended June 30, 2018 is unaudited but includes
adjustments which Verity management considers necessary to fairly present such information in
conformity with United States generally accepted accounting principles. Operating results for the
twelve months ended June 30, 2018 are not necessarily indicative of the results that may be
expected in future periods.

CONSUMMATION OF THE RESTRUCTURING AGREEMENT
On July 17, 2015, Daughters of Charity Ministry Services Corporation, the Parent, certain funds
managed by Blue Mountain Capital Management, LLC, and Integrity Healthcare, LLC entered
into a System Restructuring and Support Agreement (the “Restructuring Agreement”) to change
the governance of and recapitalize the Parent and certain of its subsidiaries. The name of the Parent
has been amended to be Verity Health System of California, Inc.
CALIFORNIA HOSPITAL FEE PROGRAM
California legislation established a program in 2009 that imposes a Quality Assurance Fee (the
“QA Fee”) on certain general acute-care hospitals to make supplemental, grant, and increased
capitation payments (the “Supplemental Payments”) to hospitals up to the aggregate upper
payment limit for various periods. There have been five such programs (collectively, the
“Programs”) since inception.
The Programs are designed to make supplemental inpatient and outpatient Medi-Cal payments to
private hospitals, including additional payments for certain facilities that provide high-acuity care
and trauma services to the Medi-Cal population. This hospital QA Fee program provides a
mechanism for increasing payments to hospitals that serve Medi-Cal patients, with no impact on
the state’s General Fund. Payments are made directly by the state or Medi-Cal managed care plans,
which will receive increased capitation rates from the state in amounts equal to the Supplemental
Payments. Outside of the legislation, the California Hospital Association has created a private
program, operated by the California Health Foundation and Trust (CHFT), which was established
to alleviate disparities potentially resulting from the implementation of the Programs.
The Programs require full federal approval (i.e., by the Centers for Medicare and Medicaid
Services (“CMS”)) in order for them to be fully enacted. If final federal approval is not ultimately
obtained, provisions in the underlying legislation allowed for the QA Fee, previously assessed,
and Supplemental Payments, previously received, to be returned and recouped, respectively.
In October 2013, the fourth program (the “36-Month Program”) covering the period from January
2014 to December 2016 was signed into law by the Governor of California. The fee-for-service
payments of the 36-Month Program were approved in December 2014 by CMS. The first six
months of non-expansion managed care payments were approved by CMS in June 2015. The first
six months of expansion managed care payments were approved by CMS in March 2016. On
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December 30, 2016, CMS approved the managed care payments spanning July 1, 2014 to
December 31, 2014 for the expansion population and July 1, 2014 to June 30, 2015 for the nonexpansion population. During April and May 2017, the managed care payments were received
covering the expansion population for the period of January 1, 2015 to June 30, 2015. During
October 2017, the managed care payments were received covering the period of July 1, 2015 to
June 30, 2016. The only remaining period of the 36-Month Program are the managed care
payments covering the period of July 2016 to December 2016 which has not been approved by
CMS at this time.
In December 2017, the fifth program (the “30-Month Program”) covering the period of January
2017 to June 2019 was enacted after the voters approved Proposition 52 in the November 2016
election amending the California Constitution to make the QA Fee program permanent. CMS
approved the fee for service (“FFS”) portion of the program in December 2017. The managed
care portion of the program has not been approved by CMS at this time.
For the twelve months ended June 30, 2017, Verity recognized payments to the California
Department of Health Care Services (the “DHCS”) for the QA Fee in the amount of $70.0 million
and pledge payments to the CHFT of $2.4 million within purchased services, medical claims and
other expenses. Verity recognized Supplemental Payment revenue for the twelve months ended
June 30, 2017 in the amount of $169.7 million within net patient service revenues. During the
twelve months ended June 30, 2017, Verity made fee payments to DHCS of $87.1 million and
received cash receipts of $185.4 million.
For the twelve months ended June 30, 2018, Verity recognized payments to DHCS for the QA Fee
in the amount of $127.1 million and pledge payments to CHFT of $3.5 million within purchased
services, medical claims and other expenses. Verity recognized Supplemental Payment revenue
for the twelve months ended June 30, 2018 in the amount of $298.9 million within net patient
service revenues. During the twelve months ended June 30, 2018, Verity made fee payments to
the DHCS of $88.9 million and received cash receipts of $272.2 million.
VOLUMES
Patient discharges for the twelve months ended June 30, 2018 increased by 2.9% as compared to
the same period of the prior year. Adjusted discharges for the twelve months ended June 30, 2018
increased by 3.4% compared to the same period of the prior year.
Total deliveries decreased by 11.2% during the twelve months ended June 30, 2018 as compared
to the same period of the prior year.
Inpatient surgeries for the twelve months ended June 30, 2018 increased 5.4% as compared to the
same period of the prior year. Outpatient surgeries for the twelve months ended June 30, 2018
increased 0.2% as compared to the same period of the prior year.
Emergency department visits for the twelve months ended June 30, 2018 decreased 2.0%
compared to the same period of the prior year.
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REVENUES
Net Patient Service Revenue Less Provision for Bad Debts
Net patient service revenue of $1,373.3 million for the twelve months ended June 30, 2018
represents a net increase of $106.1 million or 8.4% as compared to the same period of the prior
year. The net overall change in net patient service revenue was impacted by an increase of $129.2
million in Hospital Fee Program revenue. Net patient service revenue per adjusted discharge
(excluding premium revenue, other revenue, contributions and investment earnings) of $18,121
for the twelve months ended June 30, 2018 increased 4.8% as compared to the same period of the
prior year. This increase in net patient service revenue per adjusted discharge is primarily due to
the increase in the amount of Hospital Fee Program revenue recognized into income during the
twelve months ended June 30, 2018.
Premium Revenues, Other Revenues, and Contributions
Premium and other revenues of $197.9 million for the twelve months ended June 30, 2018
represents an increase of $51.3 million or 35.0% when compared to the same period of the prior
year. This increase is mainly attributable to a gain on sale of an asset within the non-Obligated
Group of $15.5 million, gains of $5.0 million associated with a settlement, and a $31.6 million
increase in premium revenues associated with additional capitation arrangements. Contributions
of $31.2 million during the twelve months ended June 30, 2018 decreased 52.5% as compared to
the same period of the prior year. The decrease in contributions is related to the release of the
restricted contribution as part of the consummation of the Restructuring Agreement which was
recognized in the same period of the prior year.
Investment Earnings
For the twelve months ended June 30, 2018, investment losses totaled $7.5 million compared to
losses of $2.6 million during the same period of the prior year. The investment losses in both the
current year and the prior year primarily resulted from other-than-temporary impairments of
certain surgery center equity-method investments and contingent losses associated with a
guarantee within the Non-Obligated Group. Verity redeemed its investments in these surgery
centers subsequent to June 30, 2018 (see “Other Events”).
Verity recorded investment income of $2.4 million and $2.3 million for the twelve months ended
June 30, 2018 and 2017, respectively, within the Obligated Group. Verity includes both realized
and unrealized gains/losses as part of investment income. Verity invests in cash, equity securities,
domestic and foreign, U.S. federal and corporate obligations.
EXPENSES
Total Operating Expenses
Total operating expenses of $1,713.8 million for the twelve months ended June 30, 2018 represents
an increase of $199.0 million or 13.1% as compared to the same period of the prior year. The
overall net change in operating expenses is due to an increase in salaries and benefits expense of
$73.8 million, an increase in supplies expense of $26.1 million, an increase of $95.6 million in
purchased services, medical claims and other expense and an increase of $8.8 million in interest
expense, net, partially offset by a decrease in depreciation expense of $2.3 million and a decrease
in goodwill and intangible asset impairment of $3.0 million. Total expense per adjusted discharge
of $22,614 for the twelve months ended June 30, 2018 represents an increase of 9.4% compared
to the same period of the prior year.
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Salaries, Wages, and Benefits
Salaries, wages and benefits (“SWB”) expense of $804.1 million for the twelve months ended June
30, 2018 increased $73.8 million or 10.1% as compared to the same period of the prior year. SWB
as a percent of net patient revenue (excluding premium revenue) for the twelve months ended June
30, 2018 was 58.6%, represents an increase of 1.6% compared to the same period of the prior year.
The overall increase was due to staffing for higher volumes, wage increases, and insourcing of
multiple functions across the system.
Supplies
Supplies expense of $198.5 million for the twelve months ended June 30, 2018 increased $26.1
million or 15.2% as compared to the prior year due to the increase in overall volumes. Supplies
expense as a percent of net patient revenue for the twelve months ended June 30, 2018 was 14.5%
compared to 13.6% for the twelve months ended June 30, 2017.
Purchased Services, Medical Claims and Other
Purchased services, medical claims and other expense for the twelve months ended June 30, 2018
of $634.5 million increased by $95.6 million or 17.8% as compared to the same period of the prior
year. The increase in purchased services, medical claims and other expense is primarily due to an
increase of $34.5 million in medical claims corresponding with the increase in capitation
arrangements, $57.1 million in the Hospital Fee Program expense, $17.6 million in medical fees
corresponding to an increase in volumes and expansion at Verity Medical Foundation, partially
offset by a decrease of $16.8 million in consulting and legal fees primarily resulting from
insourcing efforts.
Goodwill and Intangible Asset Impairment
Goodwill and intangible asset impairment of $7.2 million and $10.2 million for the twelve months
ended June 30, 2018 and 2017, respectively, is related to Verity’s controlling ownership interests
in its Northern California ambulatory surgery management company, Verity BASM Holdco, LLC,
(“BASM”). Verity redeemed its investment in BASM subsequent to June 30, 2018 (see “Other
Events”).
Depreciation Expense
Depreciation expense of $32.6 million for the twelve months ended June 30, 2018 is a decrease of
$2.3 million or 6.6% as compared to the same period of the prior year.
Interest Expense - Net
Interest expense of $36.9 million for the twelve months ended June 30, 2018 is an increase of $8.8
million as compared to the same period of the prior year as a result of the issuance of additional
debt and tax assessment borrowing.
Management Agreement Fee Activity
The management agreement fee expense for the twelve months ended June 30, 2018 is $60.3
million of which $40.2 million was deferred and $20.1 million was payable in cash.
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RESULTS FROM OPERATIONS
Operating Income / Loss
For the twelve months ended June 30, 2018, Verity recorded an operating loss of $111.4 million,
equating to a negative operating margin of 7.0%. This compares to an operating loss of $35.3
million and a negative operating margin of 2.4% for the same period of the prior year. The
operating performance for the twelve months ended June 30, 2018 included $171.8 million of net
income related to the Hospital Fee Program excluding the CHFT pledge.
Excess of Revenues Over Expenses (Net Income)
For the twelve months ended June 30, 2018, Verity recorded a net loss of $118.9 million, equating
to a negative net income margin of 7.5%. The net loss for the twelve months ended June 30, 2017
was $37.9 million, which equated to a negative net income margin of 2.6%.
Performance Relative to Budget
For the twelve months ended June 30, 2018, Verity’s actual operating performance compared to
budget was unfavorable by approximately $116.1 million. Total unrestricted revenues and other
support was unfavorable to budget by $115.0 million. Expenses were unfavorable to budget by
$1.1 million.
FINANCIAL POSITION
Liquidity
The following table summarizes Verity’s cash position:
AS OF
JUNE 30, 2018

Days Cash on Hand (DCOH)
($'s in 000s)
Operating Expenses

1

Cash & Equivalents, Balance Sheet

DCOH

$
2

1,631,478
68,534

15.3

1) As calculated for the trailing twelve months per Amendment No. 2 to the System Restructuring and Support Agreement.
2) Per available month-end financial statements at the time of calculation, including any unrestricted capital contribution funds.

Patient Accounts Receivable
Net patient accounts receivable of $239.7 million as of June 30, 2018 is a decrease of $6.0 million
or 2.5% when compared to March 31, 2018. Days in net patient accounts receivable decreased to
63.7 days as of June 30, 2018 versus 64.7 days as of March 31, 2018.
Capital Expenditures
Capital expenditures during the quarter ended June 30, 2018 for Members of the Obligated Group
total $20.5 million. However, two single capital expenditures exceeded $1 million; the System
Office expended approximately $6.8 million associated with the ongoing implementation of a new
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electronic health record system and Seton Medical Center expended approximately $2.2 million
for the Seismic Master Facility Plan.
Long-Term Debt

Series 2015 Notes. On December 14, 2015, the California Public Finance Authority issued an
aggregate of $160 million of 2015 Revenue Notes (Verity Health System) Series 2015A, B, C, and
D (collectively, the “2015 Notes”) for the benefit of the Parent. A portion of the proceeds of the
2015 Notes was used, together with other funds, to pay the principal of and accrued and unpaid
interest on prior bonds that matured on December 15, 2015. The 2015A, B, and D Notes are tax
exempt, and the Series 2015C Notes are taxable.
The 2015 Notes are secured by an Obligation (as defined in the Master Indenture) on parity with
other Obligations issued pursuant to the Master Indenture. In addition to their parity lien under the
Master Indenture, the 2015 Notes have additional lien rights on the Obligated Group’s accounts
receivable and in certain properties owned by St. Francis Medical Center and Saint Louise
Regional Hospital.
In September 2017, the California Public Finance Authority issued $21 million of tax-exempt
notes (the “2017A Notes”) for the benefit of the Parent. All of the 2017A Notes were purchased
by NantWorks, LLC (“Nant”), the owner of a majority stake in VHS’s management company,
Integrity Healthcare LLC. The 2017A Notes are secured by an Obligation (as defined in the Master
Indenture) on parity with other Obligations issued pursuant to the Master Indenture. In addition
to their parity lien under the Master Indenture, the 2017A Notes have additional lien rights on the
Obligated Group’s accounts receivable and in certain properties owned by St Francis Medical
Center and Saint Louise Regional Hospital, all on parity with the 2015 Notes. Further, the 2017A
Notes have a lien on property owned by a non-Obligated Group Member. The 2017A Notes bear
interest at 7.25% and the principal is due at the maturity date in December 2020.
In October 2017, Verity MOB Financing, LLC, an affiliate of Nant, made a loan in the amount of
$46.2 million to Verity Holdings, LLC (“Holdings”), which is an affiliated entity of VHS;
however, it is not a Member of the Obligated Group. The loan is secured by four medical office
buildings and matures in October 2020 subject to two successive twelve month extensions. The
loan bears interest at a variable rate tied to One Month Libor.
In December 2017, the California Public Finance Authority issued $21 million of tax-exempt notes
(the “2017B Notes” together with the 2017A Notes; collectively the “2017 Notes”) for the benefit
of the Parent. All of the 2017B Notes were purchased by Nant. The 2017B Notes are secured by
an Obligation (as defined in the Master Indenture) on parity with other Obligations issued pursuant
to the Master Indenture. In addition to their parity lien under the Master Indenture, the 2017B
Notes have additional lien rights on the Obligated Group’s accounts receivable and in certain
properties owned by St Francis Medical Center and Saint Louise Regional Hospital, all on parity
with the 2015 Notes. Further, the 2017B Notes have a lien on property owned by a non-Obligated
Group Member. The 2017B Notes bear interest at 7.25% and the principal is due at the maturity
date in December 2020.
In March 2018, Nant Capital, LLC an affiliate of Nant, made two loans in the aggregate amount
of $40 million to Holdings. The loans are unsecured, mature in March 2020, and bear a fixed
interest rate of 7.25%.
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In June 2018, Verity MOB Financing II, LLC, an affiliate of Nant, made a loan in the amount of
$20 million to Holdings, which was drawn down in two tranches. The initial loan disbursement
of $15 million was drawn in June 2018 and the second loan disbursement of $5 million was drawn
in July 2018. The loan is secured by nine parcels including two medical office buildings, a storage
facility and various other parcels. The loan matures in June 2021 and bears interest at a variable
rate tied to One Month Libor.
Total long-term debt, including the current portion as of June 30, 2018 was $500.6 million for the
Obligated Group. Total long-term debt, including the current portion as of March 31, 2018 was
$502.0 million for the Obligated Group.
Annual Debt Service Coverage Ratio
Verity reports the annual debt service coverage ratio for fiscal year to date June 30, 2018 using
Annual Debt Service Coverage Ratio methodology and annualized Income Available for Debt
Service excluding the 15% Basket Indebtedness.

VHS Obligated Group Only
Annual Debt Service Coverage Ratio (DSCR)
(Deficit) Excess of Revenues over Expenses
Plus: Depreciation and Amortization
Plus: Interest
Plus: Unrealized (Gains) Losses
Plus: Management Agreement Fees Deferral
Income Available for Debt Service

($’s in 000’s)
FYTD 6/30/18
$
(72,770)
29,619
32,919
(2,033)
40,188
$
27,923

Debt Service Requirement *
Interest Payment
Principal Payment

$
$

15,097
6,740
21,837

Annual Debt Service Coverage Ratio

1.28

* Represents Debt Service Requirement calculated pursuant to Schedule C
of the Amended and Restated Supplemental Master Indenture Number 20

OTHER EVENTS
In July 2018, Verity announced it is exploring strategic options to alleviate financial and
operational pressures on its five acute care hospitals and other facilities. At this time, a range of
options is being considered, including the potential sale of some or all of its hospitals and medical
buildings, among other possible transactions.
Also, in a series of transactions completed in August 2018, Verity Holdings, LLC, which is not a
Member of the Obligated Group, redeemed its controlling interest in its Northern California
ambulatory surgery management company, BASM, and its non-controlling ownership interest in
five surgery centers managed by BASM.
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Management Changes of Members of the Obligated Group for the period
Appointments:
Eileen Fisler, CFO, St. Vincent Medical Center
James Jackson, COO, Seton Medical Center
Kyle Wichelmann, CFO, Seton Medical Center

Resignations:
Glenn Marshak, CMO, Verity Health System

11 of 24

VERITY HEALTH SYSTEM
BALANCE SHEET - UNAUDITED
AS OF JUNE 30, 2018
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Net patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total current assets

$

42,960
229,282
11,615
48,478
108,279
-

$

25,574
10,430
114,502
18,202
2,159

ELIMINATIONS

$

Verity Total

(162,980)
(5,581)
-

$

68,534
239,712
11,615
120,900
2,159

440,614

170,867

(168,561)

442,920

ASSETS LIMITED AS TO USE:
Other investments
Under bond indenture agreements

3,069
61,280

54,029
-

-

57,098
61,280

Total assets limited as to use

64,349

54,029

-

118,378

248,584

29,644

-

278,228

4,242

3,832

(984)

7,090

TOTAL ASSETS

757,789

258,372

(169,545)

846,616

LIABILITIES AND NET (DEFICIT) ASSETS
CURRENT LIABILITIES:
Accounts payable
Current portion of long-term debt, net of debt issuance costs
Due to government agencies
Accrued expenses and other current liabilities
Due to related organizations

58,760
166,675
4,186
291,465
114,502

6,156
116
38,338
48,478

(6,546)
(162,980)

64,916
166,791
4,186
323,257
-

Total current liabilities

635,588

93,088

(169,526)

559,150

OTHER LIABILITIES
Pension and other long-term liabilities

232,110

46,703

(19)

278,794

OTHER LIABILITIES

232,110

46,703

(19)

278,794

LONG-TERM DEBT, Net of current portion and debt issuance costs

333,880

106,146

-

440,026

Total liabilities

1,201,578

245,937

(169,545)

1,277,970

NET (DEFICIT) ASSETS:
Unrestricted - Verity Health System
Unrestricted - Noncontrolling
Temporarily restricted
Permanently restricted

(447,182)
621
2,772

(6,586)
(986)
14,531
5,476

-

(453,768)
(986)
15,152
8,248

Total net (deficit) assets

(443,789)

12,435

-

(431,354)

PROPERTY AND EQUIPMENT, Net
OTHER LONG-TERM ASSETS

TOTAL LIABILITIES AND NET (DEFICIT) ASSETS

757,789

258,372

(169,545)

846,616
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VERITY HEALTH SYSTEM
BALANCE SHEET - UNAUDITED
AS OF MARCH 31, 2018
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Net patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Total current assets

$

30,121
238,606
14,154
44,900
158,830

$

25,865
7,156
105,222
14,073

ELIMINATIONS

$

Verity Total

(150,122)
(1,476)

$

55,986
245,762
14,154
171,427

486,611

152,316

(151,598)

487,329

ASSETS LIMITED AS TO USE:
Other investments
Under bond indenture agreements

3,113
61,210

57,081
-

-

60,194
61,210

Total assets limited as to use

64,323

57,081

-

121,404

229,815

28,703

-

258,518

3,685

18,170

(569)

21,286

TOTAL ASSETS

784,434

256,270

(152,167)

888,537

LIABILITIES AND NET (DEFICIT) ASSETS
CURRENT LIABILITIES:
Accounts payable
Current portion of long-term debt, net of debt issuance costs
Due to government agencies
Accrued expenses and other current liabilities
Due to related organizations

51,987
6,510
3,753
300,818
105,222

3,114
5,116
30,832
44,900

(2,026)
(150,122)

55,101
11,626
3,753
329,624
-

Total current liabilities

468,290

83,962

(152,148)

400,104

OTHER LIABILITIES
Pension and other long-term liabilities

258,800

38,471

(19)

297,252

OTHER LIABILITIES

258,800

38,471

(19)

297,252

LONG-TERM DEBT, Net of current portion and debt issuance costs

495,528

85,616

-

581,144

Total liabilities

1,222,618

208,049

(152,167)

1,278,500

NET (DEFICIT) ASSETS:
Unrestricted - Verity Health System
Unrestricted - Noncontrolling
Temporarily restricted
Permanently restricted

(441,632)
631
2,817

29,864
1,692
11,188
5,477

-

(411,768)
1,692
11,819
8,294

Total net (deficit) assets

(438,184)

-

(389,963)

PROPERTY AND EQUIPMENT, Net
OTHER LONG-TERM ASSETS

TOTAL LIABILITIES AND NET (DEFICIT) ASSETS

784,434

48,221
256,270

(152,167)

888,537
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VERITY HEALTH SYSTEM
STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2018
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
UNRESTRICTED REVENUES AND OTHER SUPPORT:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total unrestricted revenues and other support
EXPENSES:
Salaries and benefits
Supplies
Purchased services, medical claims and other
Goodwill and intangible asset impairment
Depreciation and amortization
Interest, net
Total expenses
OPERATING LOSS
INVESTMENT INCOME (LOSS)
(DEFICIT) EXCESS OF REVENUES OVER EXPENSES
LESS (DEFICIT) EXCESS OF REVENUES OVER EXPENSES
ATTRIBUTABLE TO NONCONTROLLING INTEREST
(DEFICIT) EXCESS OF REVENUES OVER EXPENSES, NET OF
NONCONTROLLING INTEREST
Net unrealized (loss) gains on investments
Net assets released from restrictions used for purchase of property and
equipment
Change in funded status of pension and other postretirement benefit plans
Other
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS
TEMPORARILY RESTRICTED NET ASSETS
Contributions
Net realized and unrealized gains (losses) on investments
Net assets released from restrictions:
Operations
Property, plant and equipment
Other
INCREASE (DECREASE) IN TEMPORARILY RESTRICTED NET ASSETS
PERMANENTLY RESTRICTED NET ASSETS
Net realized and unrealized gains (losses) on investments
INCREASE (DECREASE) IN PERMANENTLY RESTRICTED NET ASSETS
INCREASE (DECREASE) IN NET ASSETS

$

1,374,876
(57,686)
1,317,190
131,000
20,647
5,797
1,474,634

747,236
179,210
560,802
29,619
32,919
1,549,786

$

ELIMINATIONS

57,832
(1,016)
56,816
20,915
83,710
25,447
186,888

63,162
19,306
126,451
7,218
3,005
3,968
223,110

$

Verity Total

(695)
(695)
(58,373)
(59,068)

(6,314)
(52,754)
(59,068)

$

1,432,013
(58,702)
1,373,311
151,915
45,984
31,244
1,602,454

804,084
198,516
634,499
7,218
32,624
36,887
1,713,828

(75,152)

(36,222)

-

(111,374)

2,382

(9,927)

-

(7,545)

(72,770)

(46,149)

-

(118,919)

(3,352)

-

(3,352)

(72,770)

(42,797)

-

(115,567)

-

-

-

870
19,304
(14,477)
(67,073)

-

-

-

870

14,246
(31,903)

-

19,304
(231)
(98,976)

132
-

10,017
(19)

-

10,149
(19)

(86)
-

(6,883)
(870)
(583)

-

(6,969)
(870)
(583)

46

1,662

-

1,708

29

17

-

46

29

17

-

46

(66,998)

(30,224)

-

(97,222)

NET (DEFICIT) ASSETS AS OF JUNE 30, 2017

(376,791)

42,659

-

(334,132)

NET (DEFICIT) ASSETS AS OF JUNE 30, 2018

(443,789)

12,435

-

(431,354)
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VERITY HEALTH SYSTEM
STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS - UNAUDITED
FOR THE QUARTER ENDED JUNE 30, 2018
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
UNRESTRICTED REVENUES AND OTHER SUPPORT:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total unrestricted revenues and other support

$

324,129
(5,206)
318,923
32,576
3,589
1,105
356,193

$

ELIMINATIONS

15,068
(303)
14,765
4,990
22,566
1,387
43,708

$

Verity Total

(695)
(695)
(20,090)
(20,785)

$

338,502
(5,509)
332,993
37,566
6,065
2,492
379,116

EXPENSES:
Salaries and benefits
Supplies
Purchased services, medical claims and other
Goodwill and intangible asset impairment
Depreciation and amortization
Interest, net
Total expenses

180,910
44,429
139,433
7,700
8,508
380,980

17,316
5,878
41,393
7,218
912
1,745
74,462

OPERATING INCOME (LOSS)

(24,787)

(30,754)

-

(55,541)

INVESTMENT INCOME (LOSS)

1,000

(9,439)

-

(8,439)

(23,787)

(40,193)

-

(63,980)

(2,678)

-

(2,678)

(23,787)

(37,515)

-

(61,302)

-

(3)

(DEFICIT) EXCESS OF REVENUES OVER EXPENSES
LESS (DEFICIT) EXCESS OF REVENUES OVER EXPENSES
ATTRIBUTABLE TO NONCONTROLLING INTEREST
(DEFICIT) EXCESS OF REVENUES OVER EXPENSES, NET OF
NONCONTROLLING INTEREST
Net unrealized gains (losses) on investments
Net assets released from restrictions used for purchase of property and
equipment
Change in funded status of pension and other postretirement benefit plans
Other
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS
TEMPORARILY RESTRICTED NET ASSETS
Contributions
Net realized and unrealized gains (losses) on investments
Net assets released from restrictions:
Operations
Property, plant and equipment
Other
INCREASE (DECREASE) IN TEMPORARILY RESTRICTED NET ASSETS
PERMANENTLY RESTRICTED NET ASSETS
Net realized and unrealized gains (losses) on investments
INCREASE (DECREASE) IN PERMANENTLY RESTRICTED NET ASSETS
INCREASE (DECREASE) IN NET ASSETS

-

87
19,304
(1,154)
(5,550)

-

(2,099)
(18,686)
(20,785)

196,127
50,307
162,140
7,218
8,612
10,253
434,657

(3)

-

87

1,068
(39,128)

-

19,304
(86)
(44,678)

7,694
(49)

-

7,694
(49)

(10)
-

(2,891)
(87)
(1,324)

-

(2,901)
(87)
(1,324)

(10)

3,343

-

3,333

-

(45)

(1)

-

(46)

(45)

(1)

-

(46)

(5,605)

(35,786)

-

(41,391)

NET ASSETS AS OF MARCH 31, 2018

(438,184)

48,221

-

(389,963)

NET ASSETS AS OF JUNE 30, 2018

(443,789)

12,435

-

(431,354)

15 of 24

VERITY HEALTH SYSTEM
STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2017
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
UNRESTRICTED REVENUES AND OTHER SUPPORT:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total unrestricted revenues and other support
EXPENSES:
Salaries and benefits
Supplies
Purchased services, medical claims and other
Goodwill and intangible asset impairment
Depreciation and amortization
Interest, net
Total expenses

$

1,269,567
(33,318)
1,236,249
98,607
12,647
4,288
1,351,791

703,146
166,520
479,996
32,123
27,641
1,409,426

$

ELIMINATIONS

31,438
(452)
30,986
21,686
45,294
61,429
159,395

35,575
5,872
82,070
10,232
2,795
493
137,037

$

(31,637)
(31,637)

(8,422)
(23,215)
(31,637)

Verity Total

$

1,301,005
(33,770)
1,267,235
120,293
26,304
65,717
1,479,549

730,299
172,392
538,851
10,232
34,918
28,134
1,514,826

OPERATING (LOSS) INCOME

(57,635)

22,358

-

(35,277)

INVESTMENT INCOME (LOSS)

2,303

(4,876)

-

(2,573)

(55,332)

17,482

-

(37,850)

(5,087)

-

(5,087)

(55,332)

22,569

-

(32,763)

-

5

-

-

-

(DEFICIT) EXCESS OF REVENUES OVER EXPENSES
LESS (DEFICIT) EXCESS OF REVENUES OVER EXPENSES
ATTRIBUTABLE TO NONCONTROLLING INTEREST
(DEFICIT) EXCESS OF REVENUES OVER EXPENSES, NET OF
NONCONTROLLING INTEREST
Net unrealized gains on investments
Net assets released from restrictions used for purchase of property and
equipment
Change in funded status of pension and other postretirement benefit plans
Other
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS

-

610

610

(18,427)
(940)

-

7,667
7,785
(21,783)

39
-

5,270
173

-

5,309
173

(137)
-

(64,414)
(610)
(207)

-

(64,551)
(610)
(207)

(98)

(59,788)

-

(59,886)

72

(7)

-

65

72

(7)

-

65

(20,869)

(60,735)

-

(81,604)

NET (DEFICIT) ASSETS AS OF JUNE 30, 2016

(355,922)

103,394

-

(252,528)

NET (DEFICIT) ASSETS AS OF JUNE 30, 2017

(376,791)

42,659

-

(334,132)

TEMPORARILY RESTRICTED NET ASSETS
Contributions
Net realized and unrealized gains on investments
Net assets released from restrictions:
Operations
Property, plant and equipment
Other
INCREASE (DECREASE) IN TEMPORARILY RESTRICTED NET ASSETS
PERMANENTLY RESTRICTED NET ASSETS
Net realized and unrealized gains (losses) on investments
INCREASE (DECREASE) IN PERMANENTLY RESTRICTED NET ASSETS
INCREASE (DECREASE) IN NET ASSETS

7,667
26,212
(20,843)

5
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VERITY HEALTH SYSTEM
STATEMENT OF CASH FLOWS - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2018
(In thousands)
NONOBLIGATED
GROUP

OBLIGATED
GROUP
Operating activities
Increase (Decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets
to net cash provided by (used in) operating activities:
Depreciation and amortization
Provision for doubtful accounts
Changes in fair value and unrealized and realized gains (losses) on
investments, net
Amortization of bond premium
Amortization of deferred debt issuance cost
Change in funded status of pension and other postretirement benefit plans

$

(66,998)

$

ELIMINATIONS

(30,224)

$

-

Verity Total

$

(97,222)

29,619
57,686

3,005
1,016

-

32,624
58,702

-

779

-

779

845
172

-

-

845
172

(19,347)
(8)

7,218
(15,481)

(56,327)
3,209
(32,275)
(2,907)
(18,575)
150,404
166,638
(768)
(40,705)
(166,160)
4,503

(6,321)
(96,350)
15,420
(166)
17,326
115
160
6,129
(97,374)

2,182
2,213
(50,681)
(46,286)

(4,948)
(2,801)
17,784
5,391
(493)
1,074
(3,986)
12,021

-

(4,948)
(2,801)
17,784
7,573
(493)
1,074
2,213
(54,667)
(34,265)

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of debt
Issuance of debt
Debt issuance costs
Net cash provided by (used in) financing activities

(6,554)
42,000
(800)
34,646

(5,952)
107,279
(950)
100,377

-

(12,506)
149,279
(1,750)
135,023

Net Increase (Decrease) in Cash and Cash Equivalents

(7,137)

15,024

-

7,887

CASH AND CASH EQUIVALENTS JUNE 30, 2017

50,097

10,550

-

60,647

CASH AND CASH EQUIVALENTS AS OF JUNE 30, 2018

42,960

25,574

-

68,534

Goodwill and intangible asset impairment
Gain on disposal of property and equipment
Changes in operating assets and liabilities:
Patient accounts receivable
Due to/from government agencies
Other current assets
Other long-term assets
Accounts payable
Accrued liabilities
Other short-term liabilities
Workers’ compensation Change
Change in Pension obligations
Other long-term liabilities
Net cash provided by (used in) operating activities
Investing activities
Purchases of investments
Purchase of asset for health-related activity
Proceeds from disposal of property and equipment
Proceeds from sales of investments
Changes in interest in pooled investment fund - short term
Changes in loans and receivables
Changes in assets under bond indenture agreements
Additions to property and equipment
Net cash provided by (used in) investing activities

97,881
728
(98,599)
(10)
-

(19,347)
7,218
(15,489)
(62,648)
3,209
(30,744)
13,241
(18,741)
69,131
166,753
(608)
(40,705)
(160,041)
(92,871)
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VERITY HEALTH SYSTEM
UTILIZATION STATISTICS, PAYOR MIX, AND CAPITAL EXPENDITURES - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2018 AND JUNE 30, 2017
O'Connor
Hospital
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
Total Licensed Beds
Total Available Beds
Total Discharges
Total Patient Days
Acute Licensed Beds
Acute Available Beds
Acute Discharges
Acute Patient Days
Acute Average Length of Stay
Adjusted Discharges
Adjusted Patient Days
ADC
ALOS
Surgery OP
Surgery IP
Newborn Days
OP ED Visits
OP & Clinic Visits excluding ED OP
Clinical Visits
CMI - Total
FTEs Paid
FTEs Prod

358
357
9,652
44,282
334
333
9,615
36,343
3.78
14,835
68,059
121
4.6
2,544
1,897
3,491
46,087
80,508
80,508
1.42
1,020
865

Saint Louise Regional
Hospital

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
358
357
9,387
45,046
334
333
9,357
36,587
3.91
14,570
69,916
123
4.8
2,350
1,961
3,240
45,627
74,566
41,696
1.49
999
836

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
93
72
2,703
9,280
72
72
2,703
9,280
3.43
5,689
19,532
25
3.4
2,088
684
704
26,431
26,170
26,170
1.18
314
264

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
93
72
3,023
10,948
72
72
3,023
10,948
3.62
5,979
21,653
30
3.6
1,532
762
656
27,038
23,984
23,984
1.17
324
270

St. Francis
Medical Center
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
384
384
21,049
103,599
314
314
18,653
82,854
4.44
29,197
143,702
284
4.9
2,310
3,112
10,344
64,480
76,138
1.18
1,599
1,399

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
384
384
22,687
105,438
314
314
20,019
86,406
4.32
31,646
147,074
289
4.6
2,774
3,347
9,914
61,831
76,039
1.22
1,660
1,456

St. Vincent
Medical Center
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
366
366
11,088
64,539
320
320
10,102
50,965
5.05
15,205
88,500
177
5.8
3,186
2,651
23,231
51,875
1.73
883
753

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
366
366
11,289
65,289
320
320
10,378
53,098
5.12
15,433
89,254
179
5.8
3,322
2,941
22,684
50,864
1.66
945
808

Seton
Medical Center
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
357
294
5,695
45,242
250
250
5,668
30,269
5.34
8,231
65,390
124
7.9
2,721
1,267
23,478
93,720
93,720
1.81
830
706

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
357
294
5,283
44,359
250
250
5,151
26,955
5.23
8,073
67,782
122
8.4
2,900
1,116
22,894
99,162
99,162
1.80
849
710

Seton Medical Center
Coastside
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017
121
121
121
39,889
5
5
142
46,743
109
329.7
2,635
3,071
3,071
1.40
130
114

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018
121
121
76
41,503
5
5
88
47,813
114
546.1
2,631
5,394
5,394
1.41
135
120

Verity Total
FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2017

FOR THE
TWELVE
MONTHS
ENDED
JUNE 30,
2018

1,679
1,594
50,308
306,831
1,295
1,294
46,741
209,711
4.49
73,298
431,927
841
6.1
12,849
9,611
14,539
186,342
331,482
203,469

1,679
1,594
51,745
312,583
1,295
1,294
47,928
213,994
4.46
75,787
443,492
856
6.0
12,878
10,127
13,810
182,705
330,009
170,236

4,776
4,100

4,913
4,201

Payor Mix
Medicare
Medi-Cal
HMO/PPO
Self-Pay
Other
Total

32.8%
31.7%
30.4%
4.0%
1.1%
100.0%

Inpatient
Outpatient
Total

68.5%
31.5%
100.0%

Capital Expenditures

Verity - System Office
FOR THE THREE MONTHS ENDED
JUNE 30, 2018
$9,488,947

O'Connor
Hospital
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$2,220,404

Saint Louise Regional
Hospital
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$248,037

St. Francis
Medical Center
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$2,148,170

St. Vincent
Medical Center
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$2,219,405

Seton
Medical Center
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$4,090,075

Seton Medical Center
Coastside
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$66,809

Verity Total
FOR THE THREE
MONTHS ENDED
JUNE 30, 2018
$20,481,847
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VERITY HEALTH SYSTEM
CONSOLIDATING BALANCE SHEET - UNAUDITED
AS OF JUNE 30, 2018
(In thousands)

Saint Louise
Regional
Hospital

O'Connor
Hospital
ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Net patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total current assets
ASSETS LIMITED AS TO USE:
Other investments
Under bond indenture agreements
Total assets limited as to use
PROPERTY AND EQUIPMENT, Net
OTHER LONG-TERM ASSETS
TOTAL ASSETS
LIABILITIES AND NET (DEFICIT) ASSETS
CURRENT LIABILITIES:
Accounts payable
Current portion of long-term debt, net of debt issuance costs
Due to government agencies
Accrued expenses and other current liabilities
Due to related organizations
Total current liabilities

$

7,209 $
54,022
879
10,928
17,506
90,544

St. Francis
Medical
Center

4,815 $
17,633
1,030
5,233
5,817
34,528

St. Vincent
Medical
Center

17,967 $
65,285
4,513
364,863
45,653
498,281

2,206 $
38,635
3,709
7,953
16,412
68,915

Seton
Medical
Center

9,142 $
49,142
1,484
17,682
9,776
87,226

Seton
Medical
Center
Coastside

System
Office

887 $
4,565
48
295
5,795

System
Elimination Obligated
Group

734 $
508,081
12,820
521,635

-

Obligated
Group
Subtotal

$

(866,310)
(866,310)

42,960 $
229,282
11,615
48,478
108,279
440,614

NonObligated
Group

System
Elimination Non Obligated
Group

25,574 $
10,430
114,502
18,202
2,159
170,867

-

Verity Total

(162,980)
(5,581)
(168,561)

$

68,534
239,712
11,615
120,900
2,159
442,920

-

-

-

3,069
3,069

36,585
36,585

-

24,695
24,695

-

3,069
61,280
64,349

54,029
54,029

-

57,098
61,280
118,378

29,176

14,170

91,184

47,125

42,506

684

23,739

-

248,584

29,644

-

278,228

626

7

256

13

261

-

3,079

-

4,242

3,832

(984)

7,090

120,346

48,705

589,721

119,122

166,578

6,479

573,148

(866,310)

757,789

258,372

(169,545)

846,616

11,168
774
161
24,035
278,884
315,022

2,972
469
2
7,529
77,857
88,829

7,886
4,076
2,039
56,521
1,324
71,846

13,432
867
1,728
42,289
261,718
320,034

8,704
1,241
256
46,248
168,778
225,227

168
2,427
23,513
26,108

14,430
159,248
112,416
168,738
454,832

(866,310)
(866,310)

58,760
166,675
4,186
291,465
114,502
635,588

6,156
116
38,338
48,478
93,088

(6,546)
(162,980)
(169,526)

64,916
166,791
4,186
323,257
559,150

OTHER LIABILITIES
Pension and other long-term liabilities
Total other liabilities

41,157
41,157

4,512
4,512

78,127
78,127

58,923
58,923

2,494
2,494

24
24

46,873
46,873

-

232,110
232,110

46,703
46,703

(19)
(19)

278,794
278,794

LONG-TERM DEBT, Net of current portion
and debt issuance costs

47,636

28,854

64,108

53,325

96,805

-

43,152

-

333,880

106,146

-

440,026

403,815

122,195

214,081

432,282

324,526

26,132

544,857

(866,310)

1,201,578

245,937

(169,545)

1,277,970

(283,469)
(283,469)
120,346

(73,490)
(73,490)
48,705

375,542
98
375,640
589,721

(316,455)
523
2,772
(313,160)
119,122

(157,948)
(157,948)
166,578

(19,653)
(19,653)
6,479

28,291
28,291
573,148

(866,310)

(447,182)
621
2,772
(443,789)
757,789

(6,586)
(986)
14,531
5,476
12,435
258,372

(169,545)

(453,768)
(986)
15,152
8,248
(431,354)
846,616

Total liabilities
NET (DEFICIT) ASSETS:
Unrestricted - Verity Health System
Unrestricted - Noncontrolling
Temporarily restricted
Permanently restricted
Total net (deficit) assets
TOTAL LIABILITIES AND NET (DEFICIT) ASSETS
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VERITY HEALTH SYSTEM
STATEMENT OF OPERATIONS - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2018
(In thousands)

Saint Louise
Regional
Hospital

O'Connor
Hospital

UNRESTRICTED REVENUES AND OTHER SUPPORT:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other revenue
Contributions
Total unrestricted revenues and other support

$

307,193 $
(11,051)
296,142
4,205
200
300,547

St. Francis
Medical
Center

102,343 $
(3,741)
98,602
207
40
98,849

St. Vincent
Medical
Center

496,142 $
(23,483)
472,659
100,579
1,700
4,184
579,122

Seton
Medical
Center
Coastside

Seton
Medical
Center

216,593 $
(12,283)
204,310
31,091
1,213
1,021
237,635

238,621 $
(6,512)
232,109
7,743
352
240,204

System
Elimination Obligated
Group

System
Office

22,686 $
(616)
22,070
579
22,649

-

$

Obligated
Group
Subtotal

NonObligated
Group

System
Elimination Non Obligated
Group

Verity Total

177,687
177,687

(8,702) $ 1,374,876 $
(57,686)
(8,702)
1,317,190
(670)
131,000
(172,687)
20,647
5,797
(182,059)
1,474,634

57,832 $
(1,016)
56,816
20,915
83,710
25,447
186,888

(695) $ 1,432,013
(58,702)
(695)
1,373,311
151,915
(58,373)
45,984
31,244
(59,068)
1,602,454

EXPENSES:
Salaries and benefits
Supplies
Purchased services, medical claims and other
Goodwill and intangible asset Impairment
Depreciation and amortization
Interest, net
Total expenses

170,681
42,572
110,882
6,947
2,483
333,565

57,205
8,093
32,533
1,600
1,544
100,975

214,622
42,452
244,547
9,201
3,951
514,773

114,432
52,176
128,875
5,800
2,751
304,034

144,752
31,826
84,758
5,525
5,339
272,200

17,699
1,954
6,453
132
(9)
26,229

36,547
137
126,111
414
16,860
180,069

(8,702)
(173,357)
(182,059)

747,236
179,210
560,802
29,619
32,919
1,549,786

63,162
19,306
126,451
7,218
3,005
3,968
223,110

(6,314)
(52,754)
(59,068)

804,084
198,516
634,499
7,218
32,624
36,887
1,713,828

OPERATING (LOSS) INCOME

(33,018)

(2,126)

64,349

(66,399)

(31,996)

(3,580)

(2,382)

-

(75,152)

(36,222)

-

(111,374)

-

-

-

-

-

-

2,382

-

2,382

(9,927)

-

(7,545)

(33,018)

(2,126)

64,349

(66,399)

(31,996)

(3,580)

-

-

(72,770)

(46,149)

-

(118,919)

INVESTMENT INCOME (LOSS)
EXCESS (DEFICIT) OF REVENUES OVER EXPENSES
LESS (DEFICIT) EXCESS OF REVENUES OVER EXPENSES
ATTRIBUTABLE TO NONCONTROLLING INTEREST
EXCESS (DEFICIT) OF REVENUES OVER EXPENSES, NET OF
NONCONTROLLING INTEREST

-

-

-

-

-

-

-

-

-

(3,352)

-

(3,352)

(33,018)

(2,126)

64,349

(66,399)

(31,996)

(3,580)

-

-

(72,770)

(42,797)

-

(115,567)
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VERITY HEALTH SYSTEM
STATEMENT OF CASH FLOWS - UNAUDITED
FOR THE TWELVE MONTHS ENDED JUNE 30, 2018
(In thousands)

Saint Louise
Regional
Hospital

O'Connor
Hospital
Operating Activities
Increase (Decrease) in net assets
Adjustments to reconcile increase (decrease) in net assets
to net cash provided by (used in) operating activities:
Depreciation and amortization
Provision for doubtful accounts
Changes in fair value and unrealized and realized gains on investments, net
Amortization of bond premium
Amortization of deferred debt issuance cost
Change in funded status of pension and other postretirement benefit plans
Goodwill and intangible asset impairment
Gain on disposal of property and equipment
Changes in operating assets and liabilities:
Patient accounts receivable
Due to/from government agencies
Other current assets
Other long-term assets
Accounts payable
Accrued liabilities
Other short-term liabilities
Workers’ compensation Change
Change in Pension obligations
Other long-term liabilities
Net cash provided by (used in) operating activities
Investing activities
Purchases of investments
Purchase of asset for health-related activity
Proceeds from disposal of property and equipment
Proceeds from sales of investments
Changes in interest in pooled investment fund - short term
Changes in loans and receivables
Changes in assets under bond indenture agreements
Additions to property and equipment
Net cash provided by (used in) investing activities

$

(31,862) $

St. Francis
Medical
Center

(1,750) $

St. Vincent
Medical
Center

66,209

$

Seton
Medical
Center
Coastside

Seton
Medical
Center

(64,008) $

(31,996) $

System
Elimination Obligated
Group

System
Office

(3,400) $

(1,721) $

1,530

Obligated
Group
Subtotal

$

System
Elimination Non Obligated
Group

NonObligated
Group

(66,998) $

(30,224) $

6,947
11,051

1,600
3,741

9,201
23,483

5,800
12,283

5,525
6,512

132
616

414
-

-

29,619
57,686

3,005
1,016

-

-

-

-

-

-

845
172

-

-

779

845
172

-

(2,906)
(3)
(20,987)
94
(8,144)
(319)
(846)
62,911
588
(9,176)
(764)
6,584

(225)
(8,437)
(1,056)
(946)
235
13,097
469
(1,705)
(469)
4,554

(8,337)
(1,552)
524
(57,452)
(158)
(3,749)
(11,672)
4,076
(17,506)
(4,076)
(1,009)

(5,209)
(5)
(5,056)
2,043
6,585
(30)
(374)
64,782
867
(9,522)
(734)
7,422

(12)
(19,025)
1,604
4,827
199
(468)
45,690
1,241
(627)
(1,023)
12,447

(1,270)
80
3
7
4,846
(3)
1,011

(1,128)
(163,583)
(2,602)
(13,380)
157,108
159,397
(768)
(2,166)
(159,094)
(26,506)

(1,530)
186,358
(186,358)
-

$

-

32,624
58,702
779
845
172

7,218
(15,481)

(56,327)
3,209
(32,275)
(2,907)
(18,575)
150,404
166,638
(768)
(40,705)
(166,160)
4,503

(6,321)
(96,350)
15,420
(166)
17,326
115
160
6,129
(97,374)

(4,948)
(2,801)
17,784
5,391
(493)
1,074
(3,986)
12,021

-

-

(4,948)
(2,801)
17,784
7,573
(493)
1,074
2,213
(54,667)
(34,265)

-

-

-

-

-

-

-

-

-

-

-

-

-

2,182

-

139
(16,544)
(14,223)

-

2,182
2,213
(50,681)
(46,286)

-

(97,222)

(19,347)
(8)

-

97,881
728
(98,599)
(10)
-

-

(19,347)
7,218
(15,489)
(62,648)
3,209
(30,744)
13,241
(18,741)
69,131
166,753
(608)
(40,705)
(160,041)
(92,871)

(5,613)
(5,613)

(2,788)
(2,788)

(5,112)
(5,112)

(7,887)
(7,887)

2,074
(12,449)
(10,375)

Financing activities
Repayment of debt
Issuance of debt
Debt issuance costs

(558)
-

(451)
-

(3,800)
-

(833)
-

(912)
-

-

42,000
(800)

-

(6,554)
42,000
(800)

(5,952)
107,279
(950)

-

(12,506)
149,279
(1,750)

Net cash provided by (used in) financing activities

(558)

(451)

(3,800)

(833)

(912)

-

41,200

-

34,646

100,377

-

135,023

(9,921)

(1,298)

1,160

723

471

-

(7,137)

15,024

-

7,887

27,888

3,504

7,982

164

263

-

50,097

10,550

-

60,647

17,967

2,206

9,142

887

734

-

42,960

25,574

-

68,534

Net Increase (Decrease) in Cash and Cash Equivalents

413

CASH AND CASH EQUIVALENTS JUNE 30, 2017

6,796

CASH AND CASH EQUIVALENTS AS OF JUNE 30, 2018

7,209

1,315
3,500
4,815

(288)
(288)

-

Verity Total
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QUARTERLY CERTIFICATE FOR 6/30/18 RE: (Q) OF “PERMITTED LIENS”
August 14, 2018

The undersigned, an Authorized Representative (as defined in the Master Indenture
referred to herein) of Verity Health System of California, Inc. (“Verity”) as Obligated Group
Representative pursuant to the Master Indenture of Trust (as supplemented and amended, the
“Master Indenture”) dated as of December 1, 2001 among Verity, the Members of the Obligated
Group and U.S. Bank National Association as Master Trustee, hereby certifies pursuant to clause
(q) of the definition of “Permitted Liens” in the Master Indenture as follows:

As of the end of the fiscal quarter ending June 30, 2018, any Liens granted under clause
(q) of the definition of Permitted Liens do not exceed the maximum permitted value of such
Liens under such clause (q).

The Computations Regarding Permitted Liens, Paragraph (q) is attached hereto.

[Signature Page to Follow]
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Computations Regarding Permitted Liens, Paragraph (q)
$ in thousands

(1)
A. Book Value of Property Subject to Liens

St. Francis Medical Center
St. Louise Regional Hospital
Total property subject to Liens

$91,184
$14,170
$105,354

(1)
B. Total Property of Obligated Group

Obligated Group Total Property

$757,789

C. Property Subject to Liens as a % of Total

A Divided by B
Threshold Percentage (Maximum)

13.9%
20.0%

1. Historical financial data for the Obligated Group reflects June 30, 2018 unaudited financial statements.
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Report of Independent Auditors
The Board of Directors
Verity Health System of California, Inc.
We have audited the accompanying consolidated financial statements of Verity Health System of
California, Inc., which comprise the consolidated balance sheets as of June 30, 2016 and 2015,
and the related consolidated statements of operations and changes in net (deficit) assets and cash
flows for the years then ended, and the related notes to the consolidated financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud
or error.
Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audits. We
did not audit the financial statements of Marillac Insurance Company, Ltd. (Marillac), a
wholly-owned subsidiary, which statements reflect total assets constituting 7.40% as of June 30,
2016, and 6.81% as of June 30, 2015, and total revenues constituting 1.00% in 2016 and 0.88%
in 2015 of the related consolidated totals. Those statements were audited by other auditors whose
report has been furnished to us, and our opinion, insofar as it relates to the amounts included for
Marillac, is based solely on the report of the other auditors. We conducted our audits in
accordance with auditing standards generally accepted in the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
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for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
Opinion
In our opinion, based on our audits and the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the consolidated financial position of
Verity Health System of California, Inc. at June 30, 2016 and 2015, and the consolidated results
of its operations and changes in net (deficit) assets and its cash flows for the years then ended in
conformity with U.S. generally accepted accounting principles.

December 8, 2016
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidated Balance Sheets
(In Thousands)

Assets
Current assets:
Cash and cash equivalents
Patient accounts receivable, net of allowance for doubtful accounts
of $32 million and $31 million in 2016 and 2015, respectively
Due from government agencies
Other current assets
Other restricted assets
Total current assets

2016
$

June 30

66,357

$

2015
108,430

160,324
20,137
106,273
12,074
365,165

156,749
22,621
121,259
76,212
485,271

Assets limited as to use:
Other investments
Under bond indenture agreements
Total assets limited as to use

112,243
25,154
137,397

64,815
25,871
90,686

Property and equipment, net
Other long-term assets
Total assets

244,912
10,361
757,835

282,215
9,390
867,562

Liabilities and net assets
Current liabilities:
Accounts payable
Accrued liabilities and other current liabilities
Current portion of long-term debt
Short-term debt
Due to government agencies
Total current liabilities

$

$

$

301,527
33,547
33,366
380,356
1,010,363

Pension obligations
Workers’ compensation and hospital professional and general liability
Other liabilities
Long-term debt – net of current portion
Total liabilities
Net (deficit) assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net deficit
Total liabilities and net assets

36,362
217,403
6,647
–
1,155
261,567

$

$

(333,995)
73,330
8,137
(252,528)
757,835 $

46,197
164,862
6,833
123,855
5,387
347,134
251,267
45,594
4,008
282,308
930,311
(86,409)
15,453
8,207
(62,749)
867,562

See accompanying notes.
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidated Statements of Operations and
Changes in Net (Deficit) Assets
(In Thousands)

Unrestricted revenues and other support
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less provision for doubtful accounts
Premium revenue
Other operating revenue
Contributions
Total unrestricted revenues and other support
Expenses:
Salaries and benefits
Supplies
Purchased services and other
Depreciation and amortization
Interest – net
Long-lived assets impairment loss
Total expenses
Operating loss
Investment income
Deficiency of revenues over expenses
Change in pension liability
Other
Net assets released from restrictions used for purchase
of property and equipment
Decrease in unrestricted net assets
Temporarily restricted net assets
Contributions
Net realized and unrealized gains on investments
Net assets released from restrictions:
Operations
Property, plant, and equipment
Other
Increase (decrease) in temporarily restricted net assets

1606-1958355

Year Ended June 30
2016
2015
$

1,161,679 $
(26,734)
1,134,945
122,849
22,962
16,645
1,297,401

1,315,150
(31,903)
1,283,247
128,316
44,306
8,321
1,464,190

723,281
165,417
537,281
48,308
20,593
–
1,494,880

759,508
166,281
519,218
60,457
22,550
10,000
1,538,014

(197,479)
2,050
(195,429)

(73,824)
3,876
(69,948)

(53,981)
(58)

(23,383)
576

1,882
(247,586)

4,685
(88,070)

76,152
12
(16,275)
(1,780)
(232)
57,877

2,464
(3)
(7,872)
(4,685)
(2,515)
(12,611)

4

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidated Statements of Operations and
Changes in Net (Deficit) Assets (continued)
(In Thousands)

Permanently restricted net assets
Net realized and unrealized losses on investments
Contributions
Other
Decrease in permanently restricted net assets

Year Ended June 30
2016
2015
$

(73) $
107
(104)
(70)

Decrease in net assets

(189,779)

Net (deficit) assets, beginning of year
Net deficit, end of year

(62,749)
(252,528) $

$

(562)
–
(385)
(947)
(101,628)
38,879
(62,749)

See accompanying notes.

1606-1958355

5

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidated Statements of Cash Flows
(In Thousands)

Operating activities
Decrease in net assets
Adjustments to reconcile decrease in net (deficit) assets to net cash
used in operating activities:
Depreciation and amortization
Provision for doubtful accounts
Changes in fair value and unrealized and realized losses (gains)
on investment, net
Amortization of bond premium
Amortization of deferred debt issuance cost
Pension related changes
Long-lived asset impairment
Gain on disposal of property and equipment
Loss on sale of physician practice
Changes in operating assets and liabilities:
Patient accounts receivable, net
Due to/from government agencies
Other current assets
Other long-term assets
Accounts payable and other accrued liabilities
Non-current liabilities
Net cash used in operating activities
Investing activities
Purchases of investments
Proceeds from disposal of property and equipment
Proceeds from sales of investments
Changes in interest in pooled investment fund – short-term
Changes in assets under bond indenture agreements
Purchases of property and equipment
Net cash (used in) provided by investing activities
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Year Ended June 30
2016
2015
$

(189,779)

(101,628)

48,397
26,734

60,457
31,903

(694)
(359)
270
52,326
–
(2,584)
–

(2,920)
(359)
394
23,383
10,000
(253)
27

(30,310)
(1,748)
77,983
(47,935)
(25,968)
8,292
(85,375)

(25,083)
(7,188)
(71,751)
1,205
36,120
759
(44,934)

(250,547)
4,388
251,518
216
718
(12,357)
(6,064)

(224,111)
1,638
247,682
921
262
(14,607)
11,785
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidated Statements of Cash Flows (continued)
(In Thousands)

Financing activities
Retirement of debt
Repayment of debt
Issuance of debt
Bond issuance costs
Cash contributions received for the purchase of property and equipment
Net cash provided by financing activities

Year Ended June 30
2016
2015
$

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

$

Supplemental disclosures of cash flow information
Cash paid for interest – net of capitalized interest

$

Supplemental disclosures of noncash items
Capitalized interest
Accrued purchases of property and equipment

$
$

(47,643) $
(6,779)
105,000
(1,212)
–
49,366

–
(6,606)
47,643
–
187
41,224

(42,073)
108,430
66,357 $

8,075
100,355
108,430

20,593

$

22,229

350
555

$
$

665
270

See accompanying notes.
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements
June 30, 2016
1. Organization
Verity Health System of California, Inc., a California nonprofit public benefit corporation
(Parent) (formerly named Daughters of Charity Health System) is the sole corporate member of
five California nonprofit public benefit corporations that operate five acute care hospitals and
other facilities (the Hospitals, see list below) in the state of California. The Parent and the
following affiliated entities (collectively, Verity Health System or VHS) operate as a nonprofit
health care system in the state of California, with approximately 1,680 licensed acute care and
skilled nursing beds.
Verity Health System consists of Parent* and the following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

O’Connor Hospital*
Saint Louise Regional Hospital*
St. Francis Medical Center*
St. Vincent Medical Center*
Seton Medical Center (including its unincorporated division, Seton Medical Center
Coastside)*
Verity Business Services
Marillac Insurance Company, Ltd.
O’Connor Hospital Foundation
Saint Louise Regional Hospital Foundation
St. Francis Medical Center Foundation
St. Vincent Medical Center Foundation
Seton Medical Center Foundation
St. Vincent de Paul Ethics Corporation
St. Vincent Dialysis Center
De Paul Ventures, LLC
Verity Medical Foundation
Verity Holdings, LLC

* Member of the Obligated Group
With the exceptions of De Paul Ventures, LLC and Marillac Insurance Company, Ltd., each
Verity Health System entity named above is exempt from federal income taxation as an
organization described in Section 501(c)(3) of the Internal Revenue Code of 1986 (IRC).

1606-1958355

8

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

1. Organization (continued)
On July 17, 2015, Daughters of Charity Ministry Services Corporation, the Parent managed by
Blue Mountain Capital Management, LLC (Blue Mountain), and Integrity Healthcare, LLC
entered into a System Restructuring and Support Agreement (the Restructuring Agreement) to
change the governance of and recapitalize the Parent and certain of its subsidiaries. Under the
Restructuring Agreement, the Parent and other members of the Obligated Group were converted
from religious corporations to public benefit corporations. In exchange for options to acquire the
assets of Verity Health System, Blue Mountain agreed to provide $100,000,000 in funding to the
Parent and a commitment to provide additional debt financing at the option of the Corporation.
Of the $100,000,000, $27,559,000 was recorded as deferred revenue for the value of the option
to purchase the real estate and operating assets of VHS and $72,441,000 was recorded as a
restricted contribution to be released pursuant to the terms of the Restructuring Agreement. After
approval was obtained from the California Attorney General’s office, the transactions
contemplated by the Restructuring Agreement closed on December 14, 2015. Effective upon the
closing of the transaction, the Parent’s board of directors resigned and Daughters of Charity
Ministry Services Corporation, acting as sole corporate member of the Parent, appointed an
independent board of the Parent and amended the bylaws of the Parent to eliminate the corporate
membership rights of Daughters of Charity Ministry Services Corporation as sole corporate
member of the Parent and to convert the Parent into a nonprofit corporation without members.
The name of the Parent has been amended to be Verity Health System of California, Inc. The
Parent and all of its nonprofit corporate affiliates that were not previously public benefit
corporations changed status from religious corporations to public benefit corporations under the
California Nonprofit Corporation Law.
Verity Health System established an Obligated Group (see listing of entities included in the
Obligated Group above) to access the capital markets. Obligated Group members are jointly and
severally liable for the long-term debt outstanding under the Bond Master Indenture.
2. Summary of Significant Accounting Policies
Consolidation
The accompanying consolidated financial statements include the accounts of VHS after
elimination of intercompany transactions.

1606-1958355

9

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Use of Estimates
The preparation of the consolidated financial statements in conformity with U.S. generally
accepted accounting principles requires management to make certain estimates and assumptions
that affect the reported amounts of assets, liabilities, and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the reporting period. VHS considers critical accounting policies to
be those that require more significant judgments and estimates in the preparation of its
consolidated financial statements, including the following: recognition of net patient service
revenue, which includes contractual allowances and discounts; provisions for doubtful accounts
and charity care; and assumptions for measurement of pension and other postretirement
liabilities. Management bases its estimates on historical experience and various other
assumptions that it believes are reasonable under the particular facts and circumstances. Actual
results could differ from those estimates.
Cash and Cash Equivalents
Cash and cash equivalents consist primarily of cash and highly liquid marketable securities with
original maturities, at the time of purchase, of three months or less.
Patient Accounts Receivable, Allowance for Doubtful Accounts, and Net Patient Service
Revenue
Patient accounts receivable and net patient service revenue are reported at the estimated net
realizable amounts from patients, third-party payers, and others for services rendered, including
estimated settlements under reimbursement agreements with third-party payers. Settlements with
third-party payers are accrued on an estimated basis in the period in which the related services
are rendered and are adjusted in future periods as final settlements are determined.
VHS manages the receivables by regularly reviewing its patient accounts and contracts and by
providing appropriate allowances for uncollectible amounts. These allowances are estimated
based upon an evaluation of historical payments, negotiated contracts, and governmental
reimbursements. Adjustments and changes in estimates are recorded in the period in which they
are determined. The allowance for doubtful accounts for self-pay patients was 49% and 46% of
self-pay accounts receivable at June 30, 2016 and 2015, respectively. This percentage does not
include the portion of self-pay that is reserved in contractual allowance as self-pay accounts
receivable are reserved between allowance for doubtful accounts and contractual allowance.
1606-1958355
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Patient service revenues, net of contractual allowances and discounts, are as follows
(in thousands):
Year Ended June 30
2016
2015
Government
Contracted
Self-pay and others
Net patient service revenue
Less: Provision for doubtful accounts
Net patient service revenue less provision for
doubtful accounts

$

780,884 $ 881,274
380,068
332,686
53,808
48,109
1,315,150
1,161,679
(31,903)
(26,734)

$ 1,134,945 $ 1,283,247

Significant concentrations of net patient accounts receivable are as follows:
2016
HMO/PPO/Commercial
Medicare
Medi-Cal
Other
Total

June 30

42%
29
28
1
100%

2015
36%
32
29
3
100%

Inpatient acute care services, outpatient services, and skilled nursing services rendered to
Medicare program beneficiaries are paid at prospectively determined rates per discharge. These
rates vary according to a patient classification system that is based on clinical, diagnostic, and
other factors. Certain inpatient non-acute services and defined capital and medical education
costs related to Medicare beneficiaries are paid using a cost reimbursement methodology.
Health care services are provided free of charge or at a significant discount based on a sliding
scale to individuals who meet certain financial criteria. VHS makes every effort to determine if a
patient qualifies for charity care upon admission. If a patient is determined to qualify for charity
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
care, services are rendered to the patient free of cost. The costs of providing these services are
included in unsponsored community benefit expense and included in net patient service revenue
in the consolidated statement of operations. The amount of charity care at cost was $13,981,000
and $13,226,000 for the years ended June 30, 2016 and 2015, respectively.
After satisfaction of amounts due from insurance and the application of financial discounts to
patients’ balances, and after exhausting all reasonable efforts to collect from the patients, a
significant portion of VHS’s uninsured and self-pay patient accounts are referred to the thirdparty agencies based on VHS’s established guidelines for further collection activities. As a
result, VHS records a significant provision for doubtful accounts related to these uninsured
patients in the period the services are rendered.
Payments from Medi-Cal and contracted-rate payers are based on a per-diem, per-discharge,
modified cost, or capitated basis or a combination of these.
Adjustments for the finalization of prior year cost reports from both Medicare and Medi-Cal
resulted in an increase to patient service revenues of $5,613,000 and $5,176,000, for the years
ended June 30, 2016 and 2015, respectively. Additionally, as a result of recent finalized cost
reports, management determined that certain allocated reserves related to open prior year
Medicare cost reports were no longer necessary, which resulted in a gain of $15,069,000 for the
year ended June 30, 2015. St. Francis Medical Center qualified for and received Medi-Cal
funding as a disproportionate-share hospital from the state of California under Senate Bill
(SB) 855. Related revenues were $27,029,000 and $27,143,000, for the years ended June 30,
2016 and 2015, respectively, and are included in net patient service revenue. Amounts to be
received in future years, if any, are subject to annual determination.
The St. Francis Medical Center also received funding for Medi-Cal disproportionate-share
hospitals under SB 1255. These SB 1255 funds are paid from the Emergency Services and
Supplemental Payments Fund. Related revenues were $7,908,000 and $8,413,000, for the years
ended June 30, 2016 and 2015, respectively, and are included in net patient service revenue. This
funding must be applied for and approved each year.
The St. Francis Medical Center also qualifies for Medi-Cal funding as a disproportionate-share
hospital from the state of California under SB 1732. This SB 1732 program permits health care
facilities servicing a disproportionate share of Medi-Cal patients to receive supplemental
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
reimbursement for a portion of their debt service for qualified capital projects. St. Francis
Medical Center has an amendment to its Medi-Cal contract, which was executed on June 19,
1993, for reimbursement related to the St. Francis Medical Center Health Services Pavilion,
which was completed in 1991. Related revenues were $2,220,000 and $2,570,000, for the years
ended June 30, 2016 and 2015, respectively, and are included in net patient service revenue.
As part of VHS’s mission to serve the community, VHS provides care to patients even though
they may lack adequate insurance or may participate in programs that do not pay full charges.
Reserves for charity care and uncollectible amounts have been established and are netted against
patient accounts receivable in the consolidated balance sheets.
Industry Concentration
The receipt of future revenues by VHS is subject to, among other factors, federal and state
policies affecting the health care industry. There are future revenue uncertainties that may
require that costs be controlled, which will be subject to the capability of management; future
economic conditions, which may include an inability to control expenses in periods of inflation;
increased competition; and other conditions, which are impossible to predict.
Inventories
Inventories consist of supplies and are stated at the lower of cost or market value, which is
determined using the first-in, first-out method. Inventories are reviewed for obsolescence on a
periodic basis. Amounts are included in other current assets.
Assets Limited as to Use
Assets limited as to use represent assets designated by the board of directors for future capital
improvements, other specific purposes for Marillac over which the board of directors retains
control, assets held by trustees under bond indenture agreements, and investments restricted by
donors. The board of directors has the full ability to utilize the Marillac assets limited as to use to
satisfy the needs of on-going operations, as necessary. Investment income or loss is included in
deficiency of revenues over expenses, unless the income or loss is restricted by donor or law.
The assets are reflected in the assets limited as to use line item in the consolidated balance
sheets.
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Investments
Investments received through gifts are recorded at estimated fair value at the date of donation.
Gains and losses that result from market fluctuations are recognized in the period that such
fluctuations occur. Realized gains or losses resulting from sales or maturities are calculated on an
adjusted-cost basis. Adjusted-cost is the original cost of the security adjusted for any purchases
or sales during the year. Dividend and interest income are accrued when earned.
Investment income includes the following (in thousands):
Year Ended June 30
2016
2015
Interest and dividends
Investment fees
Unrealized gain (loss) on investments – net
Net realized gain on sales of securities
Amounts included in changes in restricted net assets
Investment income

$

$

867 $
(208)
848
555
2,062
(12)
2,050 $

3,362
(213)
(936)
1,660
3,873
3
3,876

Property and Equipment
Property and equipment are stated at cost if purchased, and at fair market value if donated.
Depreciation of property and equipment is calculated using a half-year convention and the
straight-line method for financial statement purposes. Estimated useful lives by classification are
as follows:
Land improvements
Buildings
Building service equipment
Equipment

1606-1958355
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Long-Lived Asset Impairment
VHS routinely evaluates the carrying value of its long-lived assets for impairment whenever
events or changes in circumstances indicate that the carrying amount of the asset, or related
group of assets, may not be recoverable from estimated future undiscounted cash flows generated
by the underlying tangible assets. When the carrying value of an asset exceeds the estimated
recoverability, an asset impairment charge is recognized. The impairment tests are based on
financial projections prepared by management that incorporate anticipated results from programs
and initiatives being implemented and market value assessments of the assets. If the projections
are not met, or if negative trends occur that impact the future outlook, the value of the long-lived
assets may be impaired, which could be material.
In fiscal year 2015, VHS recorded $10,000,000 of impairment for the estimated nonrecoverability of the building and select equipment at St. Vincent Medical Center. The amount of
impairment was determined using a distressed revenue multiple, and was allocated using
comparable prices for similar assets. There is no long-lived asset impairment recorded for the
year ended June 30, 2016.
Fair Value of Financial Instruments
The carrying amounts reported in the consolidated balance sheets for cash and cash equivalents,
accounts receivable, accounts payable, accrued liabilities, and due to/from government agencies
approximate fair value. The fair value of investments is disclosed in Notes 3 and 7, and the fair
value of debt is disclosed in Note 8.
Medical Foundation
The VHS Medical Foundation was established in December 2011 and incorporated under the
California Nonprofit Religious Corporation regulations as a not-for-profit corporation exempted
from IRC Section 501(c)(3). The sole member of this corporation is VHS, acting through its
board of directors.
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Self Insurance
VHS is self-insured for hospital professional and general liabilities by a wholly-owned
self-insured captive insurance company. The provisions for estimated hospital professional and
general liability claims include estimates of the ultimate costs for both uninsured reported claims
and claims incurred-but-not-reported (IBNR), in accordance with actuarial projections or paid
claims lag models based on past experience. Such claim reserves are based on the best data
available to VHS; however, these estimates are subject to a significant degree of inherent
variability. There is at least a reasonable possibility that a material change to the estimated
reserves will occur in the near term. Such estimates are continually monitored and reviewed, and
as reserves are adjusted, the differences are reflected in current operations. Management is of the
opinion that the associated liabilities recognized in the accompanying consolidated financial
statements are adequate to cover such claims.
VHS has entered into reinsurance, stop loss, and excess policy agreements with independent
insurance companies to limit its losses on hospital professional and general liability claims.
Hospital professional and general liabilities (HPL/GL) were $16,802,000 and $13,161,000,
discounted at a rate of 4% as of June 30, 2016 and 2015, respectively. Management is not aware
of any potential hospital professional and general liability claims whose settlement would have a
material adverse effect on VHS’s consolidated financial position.
Workers’ Compensation Insurance
VHS is insured for workers’ compensation claims with major independent insurance companies,
subject to certain deductibles of $500,000 per occurrence as of June 30, 2016 and 2015. Based
on actuarially determined estimates, provisions have been made in the consolidated financial
statements, with the current portion included within accrued liabilities and the non-current
portion within workers’ compensation and hospital professional and general liabilities, for all
known claims and IBNR claims as of June 30, 2016 and 2015. Workers’ compensation liabilities
were $24,751,968 and $24,278,000, discounted using a rate of 4%, as of June 30, 2016 and 2015,
respectively. Estimation differences between actual payments and amounts recorded in previous
years are recognized as expense in the year such amounts become determinable.
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)
Temporarily and Permanently Restricted Net Assets
Temporarily restricted net assets are those for which use by VHS has been limited by donors to a
specific time period or purpose. Permanently restricted net assets have been restricted by donors
to be maintained by VHS in perpetuity.
California Hospital Fee Program
California legislation established a program in 2009 that imposes a Quality Assurance Fee
(QA Fee) on certain general acute-care hospitals in order to make supplemental and grant
payments and increased capitation payments (Supplemental Payments) to hospitals up to the
aggregate upper payment limit for various periods. There have been four such programs (the
Programs) since inception.
The Programs are designed to make supplemental inpatient and outpatient Medi-Cal payments to
private hospitals, including additional payments for certain facilities that provide high-acuity
care and trauma services to the Medi-Cal population. This hospital QA Fee program provides a
mechanism for increasing payments to hospitals that serve Medi-Cal patients, with no impact on
the state’s General Fund. Payments are made directly by the state or Medi-Cal managed care
plans, which will receive increased capitation rates from the state in amounts equal to the
Supplemental Payments. Outside of the legislation, the California Hospital Association has
created a private program, operated by the California Health Foundation and Trust (CHFT),
which was established to alleviate disparities potentially resulting from the implementation of the
Programs.
The Programs require full federal approval (i.e., by the Centers for Medicare and Medicaid
Services (CMS)) in order for them to be fully enacted. If final federal approval is not ultimately
obtained, provisions in the underlying legislation allowed for the QA Fee, previously assessed,
and Supplemental Payments, previously received, to be returned and recouped, respectively. As
such, revenue and expense recognition is not allowed until full CMS approval was obtained.
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2. Summary of Significant Accounting Policies (continued)
In June 2012, the third program (30-Month Program), covering the period from July 2011 to
December 2013, was amended to allow for the fee-for-service portion to be administered
separately from the managed care portion. The fee-for-service portion of the 30-Month Program
was approved in June 2012. In May and June 2013, 24 months of managed care payments were
approved by CMS. In December 2014, the final six months of managed care payments were
approved by CMS.
In October 2013, the fourth program (36-Month Program), covering the period from
January 2014 to December 2016, was signed into law by the governor of California. The fee-forservice payments of the 36-Month Program were approved in December 2014 by CMS. The first
six months of expansion managed care payments were approved by CMS in June 2016. The first
six months of non-expansion managed care payments were approved by CMS in June 2015. The
first six months of expansion managed care payments were approved by CMS in March 2016.
VHS recognized payments to the California Department of Health Care Services for the QA Fee
in the amount of $84,221,000 and $134,198,000 and pledge payments to CHFT of $1,228,000
and $2,282,000 within purchased services and other expenses for the years ended June 30, 2016
and 2015, respectively. VHS also recognized Supplemental Payment revenue in the amount of
$134,061,000 and $222,467,000 pertaining to the 30-Month and 36-Month Programs within the
net patient service revenues for the years ended June 30, 2016 and 2015, respectively.
Meaningful Use Incentives
The American Recovery and Reinvestment Act of 2009 established payments under the
Medicare and Medi-Cal programs for certain professionals and hospitals that meaningfully use
certified electronic health record (EHR) technology. The Medicare incentive payments are paid
out to qualifying hospitals over four consecutive years on a transitional schedule. To qualify for
Medi-Cal incentives, hospitals and physicians must annually meet EHR “meaningful use”
criteria that become more stringent over three stages as determined by CMS. For the years ended
June 30, 2016 and 2015, VHS has recorded meaningful use incentive payments of $507,334 and
$7,947,000, respectively. These incentive payments have been recorded as other operating
revenue in the VHS consolidated financial statements.
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2. Summary of Significant Accounting Policies (continued)
Premium Revenue
Certain entities of VHS have at-risk agreements with various payers to provide medical services
to enrollees. Under these agreements, VHS receives monthly payments based on the number of
enrollees, regardless of services actually performed by VHS. VHS accrues costs when services
are rendered under these contracts, including estimates of IBNR claims and amounts
receivable/payable under risk-sharing arrangements.
The IBNR accrual includes an estimate of the costs of services for which VHS is responsible,
including out-of-network services.
Other Operating Revenue
Included in other operating revenue are amounts from investments in health-related activities,
rental income, cafeteria, and other non-patient care revenue.
Contributions
Unconditional promises to give cash and other assets to VHS are reported at fair value at the date
the promise is received. The gifts are reported as either temporarily or permanently restricted
support if they are received with donor stipulations that limit the use of the donated assets. When
a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction
is accomplished, temporarily restricted net assets are reclassified as unrestricted net assets. Net
assets released from restrictions used for operations are also included in other operating revenue
as contribution revenue to the Hospitals.
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2. Summary of Significant Accounting Policies (continued)
Interest Expense
Interest expense on debt issued for construction projects, net of income earned on the funds held
pending use, is capitalized from the date of the borrowing until the projects are placed in service.
Interest components include the following (in thousands):
Year Ended June 30
2016
2015
Total interest expense
Less: capitalized interest expense
Net interest expense

$
$

20,943 $
(350)
20,593 $

23,215
(665)
22,550

Income Taxes
VHS has established its status as an organization exempt from income taxes under IRC
Section 501(c)(3) and the laws of California. Certain activities of the operating entities of VHS
may be subject to income taxes; however, such activities are not significant to the consolidated
financial statements.
Performance Indicator
Management considers the deficiency of revenues over expenses to be VHS’s performance
indicator. Deficiency of revenues over expenses includes all changes in unrestricted net assets,
except net assets released from restrictions used for purchase of property and equipment, the
change in funded status of pension plans, and other.
Certain Obligated Group members have a policy whereby assets are periodically transferred as
charitable distributions to subsidiaries of VHS that are not members of the Obligated Group.
These transfers are accounted for as direct charges to the Obligated Group members’ unrestricted
net assets. It is anticipated that Obligated Group members will continue to make asset transfers to
the subsidiaries. These transfers are eliminated upon consolidation.
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2. Summary of Significant Accounting Policies (continued)
Asset Retirement Obligations (AROs)
AROs are legal obligations associated with the retirement of long-lived assets. These liabilities
are initially recorded at fair value, and the related asset retirement costs are capitalized by
increasing the carrying amount of the related assets by the same amount as the liability. Asset
retirement costs are subsequently depreciated over the useful lives of the related assets.
Subsequent to initial recognition, VHS records period-to-period changes in the ARO liability
resulting from the passage of time. VHS’s ARO liabilities recorded in the consolidated financial
statements at June 30, 2016 and 2015, were $3,627,000 and $3,421,000, respectively.
Revenue Guarantees
VHS has agreements with physicians whereby minimum revenues are guaranteed by VHS for
stipulated dollar amounts over specified periods, as defined in the contracts. VHS records a
liability for the amount of the guaranteed revenue at the time the contract is entered into and
adjusts the liability as it is expended. VHS has recorded liabilities of $921,506 and $746,000 as
of June 30, 2016 and 2015, respectively.
Recent Accounting Pronouncements
In August 2016, the Financial Accounting Standard Board (FASB) issued Accounting Standards
Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements for Not-For-Profit Entities, which will require not-for-profit entities to revise
financial presentation to include: net asset classifications, provide quantitative and qualitative
information as to available resources and management of liquidity and liquidity risk, information
on investment expenses and returns, and the presentation of operating cash flows. The standard
aims to help the reader of the financial statements to better understand the financial position of
the organization and enhance consistency among similar organizations. ASU 2016-02 is effective
for annual periods beginning after December 15, 2017. Early adoption is permitted. VHS is
currently evaluating the impact of this new standard on the consolidated financial statements.
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2. Summary of Significant Accounting Policies (continued)
In February 2016, the FASB issued ASU No. 2016-02, Leases, (Topic 842): Amendments to the
FASB ASC. ASU 2016-02 amends the existing accounting standards for lease accounting,
including requiring lessees to recognize most leases on their balance sheets and making targeted
changes to lessor accounting. The new standard requires a modified retrospective transition
approach for all leases existing at, or entered into after, the date of initial application, with an
option to use certain transition relief. The amendments in this update are effective for fiscal years
(and interim reporting periods within fiscal years) beginning after December 15, 2018. Early
adoption of the amendments is permitted for all entities. VHS is currently evaluating the impact
of this new standard on the consolidated financial statements.
In May 2015, the FASB issued ASU 2015-07, Fair Value Measurement (Topic 820), which
removes the requirement to categorize within the fair value hierarchy all investments for
which fair value is measured using the net asset value per share practical expedient and
limits the disclosure requirement. ASU 2015-07 is effective for annual and interim periods
beginning after December 15, 2015. VHS does not believe this standard will have an impact on
the consolidated financial statements.
In April 2015, the FASB issued ASU 2015-03, Interest-Imputation of Interest (Subtopic 835-30),
which changes the presentation of debt issuance costs in the financial statements. Under
ASU 2015-03, an entity presents such costs in the balance sheet as a direct deduction from the
related debt liability rather than as an asset, and amortization of the costs is reported as interest
expense. The guidance is effective for VHS as of July 1, 2016. The adoption of ASU 2015-03 is
not expected to have a material impact on the consolidated financial statements.
In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers
(Topic 606), and in August 2015, the FASB issued ASU 2015-14, Revenue from Contracts
with Customers (Topic 606): Deferral of the Effective Date, which defers the effecti ve date of
ASU 2014-09 by one year. ASU 2014-09 requires the entity to recognize revenue for the
transfer of goods or services equal to the amount that it expects to be entitled to receive for
those goods or services, effective for periods beginning after December 15, 2017. VHS is
currently evaluating the impact of this new standard on the consolidated financial statements.
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3. Fair Value Measurements
VHS accounts for certain assets at fair value or on a basis that approximates fair value. A fair
value hierarchy for valuation inputs has been established to prioritize the valuation inputs into
three levels based on the extent to which inputs used in measuring fair value are observable in
the market. Each fair value measurement is reported in one of the three levels, which is
determined by the lowest-level input that is significant to the fair value measurement in its
entirety. These levels are as follows:
•

Level 1 – Quoted prices are available in active markets for identical assets as of the
measurement date. Financial assets in Level 1 include listed equities and money market
balances.

•

Level 2 – Pricing inputs are based upon quoted prices for similar instruments in active
markets, quoted prices for identical or similar instruments in markets that are not active,
and model-based valuation techniques for which all significant assumptions are
observable in the market or can be corroborated by observable market data for
substantially the full term of the assets. Financial assets in this category generally include
asset-backed securities, corporate bonds, municipal bonds, and commingled investment
funds.

•

Level 3 – Pricing inputs are generally unobservable for the assets and include situations
where there is little, if any, market activity for the investment. The inputs used in
determination of fair value require management’s judgment or estimation of assumptions
that market participants would use in pricing the assets. Therefore, the fair values are
determined using factors that involve judgment and interpretations, including discounted
cash flow models and similar techniques. There were no Level 3 investments at June 30,
2016 and 2015.
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3. Fair Value Measurements (continued)
The following represents assets measured at fair value on a recurring basis (in thousands):

Other investments – assets limited as to use:
Cash equivalents
Debt securities issued by foreign corporations
Debt securities issued by the U.S. Treasury and
other U.S. government corporations
Government mortgage-backed securities
Commercial mortgage-backed securities
Corporate U.S. debt securities
Index funds
Investment held in trust account
Under bond indenture agreements – assets limited as to use:
Cash equivalents
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Total
$

$

June 30, 2016
Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

60,264 $
2,063

60,264 $
–

Significant
Other
Observable
Inputs
(Level 2)
–
2,063

13,919
1,096
5,111
13,450
10,416
5,924
112,243

–
–
–
–
–
–
60,264

13,919
1,096
5,111
13,450
10,416
5,924
51,979

25,154
137,397 $

25,154
85,418 $

–
51,979
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3. Fair Value Measurements (continued)

Other investments – assets limited as to use:
Cash equivalents
Debt securities issued by foreign corporations
Debt securities issued by the U.S. Treasury and
other U.S. government corporations
Government mortgage-backed securities
Commercial mortgage-backed securities
Corporate U.S. debt securities
Index funds
Convertible equity
Investment held in trust account
Under bond indenture agreements – assets limited as to use:
Cash equivalents
Receivables under repurchase agreement

Total
$

$

June 30, 2015
Quoted Prices
in Active
Markets for
Identical
Assets
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

12,737 $
1,961

12,737 $
–

–
1,961

14,806
1,575
4,094
14,017
10,311
32
5,282
64,815

–
–
–
–
–
–
–
12,737

14,806
1,575
4,094
14,017
10,311
32
5,282
52,078

2,000
23,871
90,686 $

2,000
–
14,737 $

–
23,871
75,949

There were no transfers to or from Levels 1, 2, or 3 during the years presented. The Level 2
financial assets listed in fair value hierarchy tables above use the following valuation techniques
and inputs:
VHS participated in Ascension Health’s pooled Catholic Healthcare Investment Management
Company (CHIMCO) Alpha Fund, LLC, which is carried at fair value based on quoted
market prices, quoted market prices for similar instruments, and observable and unobservable
inputs. The pooled fund is composed of cash, equity securities (domestic and foreign), U.S.
federal and corporate obligations, to be announced (TBA) mortgage-backed securities, assetbacked securities, and fixed-income securities and is designated as Level 2. Beginning
January 1, 2014, VHS moved all of its investments in the Alpha Fund to short-term liquid
funds, such as cash and cash equivalents. As of September 2014, VHS sold its investment in
the Fund, and Ascension Investment Management no longer manages any funds on behalf of
VHS.
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3. Fair Value Measurements (continued)
For marketable securities, such as foreign corporation and U.S. government debt securities,
government and commercial mortgage-backed securities, TBA mortgaged-backed securities,
corporate U.S. debt securities, index funds, and beneficial interest held in trust accounts,
wherein identical quoted market prices are not readily available, the fair value of such
investments is determined based on market participant pricing or other available market data
for comparable instruments and transactions at the measurement date. VHS, therefore,
incorporates industry-standard valuation techniques as inputs to fair valuation of its
investments designated as Level 2.
VHS’s rationale for the assignment of levels is based on types or classes of financial assets,
rather than an analysis of each individual asset. Key consideration in the assignment of levels
was given to the determination of a security’s fair valuation measurement if obtained from an
active market, and then further consideration was given for the types of inputs used to evaluate
the fair value price. This approach has been supported by management’s analysis of the
methodology, the evaluated pricing models, and inputs used by its pricing vendors. It is also
consistent with industry practice.
Where quoted prices are available in an active market (exchange-traded), the securities are
classified as Level 1. It is a market in which transactions occur with sufficient frequency and
volume to provide pricing information on an ongoing basis. If quoted market prices are not
readily available for a specific financial asset, then value is determined using quoted prices of
assets with similar characteristics and is classified as Level 2. Examples of these categories are
VHS’s investment in high-yield debt securities, collateralized mortgage obligations, and fixedincome prices provided by a broker-dealer. In cases where there is limited activity and less
transparency associated with inputs to the valuation, VHS will designate the investments as
Level 3.
Investment Held in Trust Accounts
VHS is the beneficiary of a split-interest agreement from a donor. The related assets are
controlled and invested by an independent third party. VHS records the assets for its share when
formal written or other verifiable documentation is received. VHS’s share of the assets is based
on the present value of the estimated future distributions to be received by VHS over the term of
the agreement. The agreements are carried at fair value based on the underlying assets. VHS
used 2% discount rate to value split-interest agreements at June 30, 2016.

1606-1958355

26

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

3. Fair Value Measurements (continued)
Receivables Under Repurchase Agreements
VHS participated in a repurchase agreement with a custodian, whereby VHS loaned cash from a
bond reserve fund to a third party on a short-term basis. The loans were secured by collateral,
consisting of various investments that equal the amount of the cash loaned. VHS was paid a
fixed rate of return of 4.6% for the amounts loaned. Interest is accrued monthly and paid semiannually. The amounts of the receivables under repurchase agreements were $0 and $23,871,000
at June 30, 2016 and 2015, respectively, and are included in assets limited as to use under bond
indenture agreements. The loans remained in place until the termination date, which was July 1,
2015, at which time these funds were held in cash by the trustee.
4. Property and Equipment
Property and equipment consists of the following (in thousands):
2016

June 30

2015

Land
Land improvements
Buildings and service equipment
Equipment
Construction in progress
Total

$

Less accumulated depreciation

(1,042,302) (1,010,717)
$ 244,912 $ 282,215
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29,955
28,970 $
20,263
20,252
710,572
705,025
526,830
524,828
5,312
8,139
1,292,932
1,287,214
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5. Other Assets
Other current assets consist of the following (in thousands):
2016
Inventories
Prepaid expenses
Provider fee receivable
Other receivable
Pledges receivable
Deposit
Other current assets

$

$

June 30

21,501 $
13,129
51,761
5,343
2,968
5,108
6,463
106,273 $

2015
21,594
6,932
74,176
6,457
3,154
2,682
6,264
121,259

Other long-term assets consist of the following (in thousands):
2016
Notes receivable – primarily secured
Ownership interest in health-related activities – net
Other
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$
$

June 30

646 $
3,368
6,347
10,361 $

2015
1,143
3,710
4,537
9,390
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6. Accrued Liabilities and Other Current Liabilities
Accrued liabilities and other current liabilities consist of the following (in thousands):
2016
Wages and benefits
Out-of-network cost and IBNR
Management and consulting fee
Purchased services
Provider fee payable
Other
Total accrued liabilities

$

$

June 30

66,803 $
30,145
30,193
17,170
29,361
43,731
217,403 $

2015
61,406
35,556
–
11,019
34,192
22,689
164,862

7. Pension and Other Postretirement Benefit Plans
VHS maintains a single employer defined benefit retirement plan and participates in a multiemployer defined benefit retirement plan. The plans have been frozen for all employees, except
members of the California Nurses Association (CNA). Benefits are generally based on age, years
of service, and employee compensation. VHS also offers postretirement health care benefits to a
limited number of its employees. The postretirement health care benefits are determined based
on age and years of service.
The first retirement plan is a multiemployer defined benefit pension plan called Retirement Plan
for Hospital Employees (RPHE). The entities that participate in the RPHE are Seton Medical
Center, Seton Medical Center Coastside, O’Connor Hospital, Saint Louise Regional Hospital,
and Caritas Business Services (however, as noted above, only CNA members at these locations
earn new benefits under the plan). Benefits are generally based on years of service and the
employee’s compensation. Contributions to the plan are based on actuarially determined amounts
sufficient to meet the benefits to be paid to plan participants and satisfy IRS funding
requirements. VHS contributed cash of $17,223,000 and $14,495,000 to the RPHE during the
fiscal years ended June 30, 2016 and 2015, respectively.
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7. Pension and Other Postretirement Benefit Plans (continued)
The second retirement plan is a single-employer defined benefit pension plan (the Retirement
Plan). VHS associates at St. Francis Medical Center, St. Vincent Medical Center, O’Connor
Hospital, Saint Louise Regional Hospital, and the system office are eligible to participate in this
plan (however, as noted above, only CNA members continue to earn new benefits under the
plan). VHS contributed $12,915,000 and $18,479,000 to the Retirement Plan during the fiscal
years ended June 30, 2016 and 2015, respectively.
VHS also maintains a retiree health insurance program (the Postretirement Healthcare Plan),
which provides medical benefits to retirees from early retirement to age 65 only. VHS employees
at O’Connor Hospital, St. Louise Regional Hospital, Seton Medical Center, and Seton Medical
Center Coastside are eligible to participate in this plan. The Postretirement Healthcare Plan is an
unfunded plan. VHS contributed $58,000 and $98,000 to the Postretirement Healthcare Plan
during the fiscal years ended June 30, 2016 and 2015, respectively.
Defined Contribution Retirement Plans
In addition to the above pension plans, VHS maintains three different defined contribution
retirement plans for its employees. One of these defined contribution plans (TSA/403(b))
includes employee voluntary contributions only. A second defined contribution plan (Match
Benefit) requires employer contributions and the benefits are based on a percentage of the
employees’ contributions to the TSA/403(b). A third plan covers all employee groups except
members of the CNA and is a fully employer-paid defined contribution plan with benefits based
on a percentage of compensation. During the fiscal years ended June 30, 2016 and 2015, the
employer’s contribution for these three defined contribution plans was $21,749,023 and
$24,472,000, respectively.
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7. Pension and Other Postretirement Benefit Plans (continued)
The funded status of the Retirement Plan and the Postretirement Healthcare Plan benefits is as
follows (in thousands):

Change in benefit obligation:
Benefit obligation –
beginning of year
Service cost
Interest cost
Actuarial loss (gain)
Benefits paid
Benefit obligation – end of year
Accumulated benefit obligation

Change in plan assets:
Fair value of plan assets –
beginning of year
Actual return on plan assets
Employer contribution
Benefits paid
Administrative expenses
Fair value of plan assets – end of year
Funded status
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June 30, 2016
June 30, 2015
Postretirement
Postretirement
Retirement
Healthcare
Retirement
Healthcare
Plan
Plan
Plan
Plan
$

$
$

523,435 $
2,062
24,614
47,408
(24,280)
573,239 $
563,329 $

3,656 $
181
163
(1,986)
(58)
1,956 $
1,956 $

505,523 $
2,162
23,355
11,728
(19,333)
523,435 $
515,437 $

5,002
256
215
(1,719)
(98)
3,656
3,656

June 30, 2016
June 30, 2015
Postretirement
Postretirement
Retirement
Healthcare
Retirement
Healthcare
Plan
Plan
Plan
Plan
$

$
$

275,824 $
8,133
12,915
(24,280)
(1,712)
270,880 $
(302,359) $

– $
–
58
(58)
–
– $
(1,956) $

275,058 $
3,271
18,479
(19,333)
(1,651)
275,824 $
(247,611) $

–
–
98
(98)
–
–
(3,656)
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7. Pension and Other Postretirement Benefit Plans (continued)
Amounts that have not yet been recognized as components of net period benefit cost are as
follows (in thousands):
June 30, 2016
June 30, 2015
Postretirement
Postretirement
Retirement
Healthcare
Retirement
Healthcare
Plan
Plan
Plan
Plan
Net actuarial loss (gain)
Prior service costs
Total amount not recognized

$
$

234,717 $
–
234,717 $

(12,042) $
280
(11,762) $

181,392 $
–
181,392 $

(11,043)
352
(10,691)

The components of net period benefit cost and amounts recognized in the consolidated
statements of operations and changes in net assets apart from expenses are as follows
(in thousands):

Components of net periodic benefit cost
(income):
Service cost
Interest cost
Expected return on plan assets
Net prior service cost amortization
Amortization of actuarial loss (gain)
Cost of special events
Total
Change in net assets apart from periodic
benefit cost:
Net actuarial loss (gain)
Deduct:
Amortization of prior service cost
Amortization of actuarial (loss)
gain
Total
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Year Ended June 30, 2016
Year Ended June 30, 2015
Postretirement
Postretirement
Retirement
Healthcare
Retirement
Healthcare
Plan
Plan
Plan
Plan
$

$

2,062 $
24,614
(18,611)
–
4,463
1,810
14,338 $

181 $
163
–
72
(987)
–
(571) $

2,162 $
23,355
(18,503)
–
4,226
–
11,240 $

256
215
–
72
(887)
–
(344)

$

59,598 $

(1,986) $

28,611 $

(1,719)

–
$

(6,273)
53,325 $

(72)
987
(1,071) $

–
(4,226)
24,385 $

(72)
887
(904)
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7. Pension and Other Postretirement Benefit Plans (continued)
The estimated actuarial loss and prior service cost for the Retirement Plan that will be amortized
into net periodic benefit cost over the next fiscal year is $6,157,000 and $0, respectively.
The estimated actuarial gain and prior service cost for the Postretirement Healthcare Plan that
will be amortized into net periodic benefit cost over the next fiscal year is $(1,193,000) and
$72,000, respectively.
Assumptions
The weighted-average assumptions used to determine benefit obligations and net period benefit
costs, are as follows:

Weighted-average assumptions used
to determine benefit obligations:
Discount rate
Rate of compensation increase
Weighted-average assumptions used to
determine net periodic benefit costs:
Discount rate
Expected return on plan assets
Rate of compensation increase

June 30, 2016
June 30, 2015
Postretirement
Postretirement
Retirement
Healthcare
Retirement
Healthcare
Plan
Plan
Plan
Plan
4.05%
2.50%

3.85%
N/A

4.80%
2.50%

4.55%
N/A

4.80%
7.00%
2.50%

4.55%
N/A
N/A

4.70%
7.25%
3.50%

4.40%
N/A
N/A

Expected Return on Plan Assets
The Retirement Plan’s estimated long-term rate of return on pension assets is driven primarily by
historical asset-class returns, an assessment of expected future performance, advice from external
actuarial firms, and the incorporation of specific asset-class risk factors. Asset allocations are
periodically updated using pension plan asset/liabilities studies, and VHS’s estimated long-term
rates of return are consistent with these studies. The Retirement Plan portfolio return assumption
is 6.75% and 7.00% at June 30, 2016 and 2015, respectively.
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7. Pension and Other Postretirement Benefit Plans (continued)
Discount Rate
The discount rate assumptions used to determine the postretirement benefit plan obligations and
expenses reflect the prevailing rate available on high-quality, fixed-income debt instruments. The
rate was based on cash flow analysis that matched estimated future benefit payments to the bond
discount yield curve as of June 30, 2016 and 2015.
Other Benefit Assumptions
For the measurement of accumulated postretirement benefit obligations at June 30, 2016, the
Postretirement Healthcare Plan assumed health care cost trend rates start at 8.00% in 2016 and
decrease by 0.25%-0.50% annually, reaching an ultimate rate of 5.50% in fiscal year 2023. A
one-percentage-point change in assumed health care cost trend rates would not have a material
effect on VHS’s consolidated financial statements.
Plan Assets and Investment Strategy
The following information represents VHS’s pension plan assets measured at fair value and
indicate the fair value hierarchy and valuation techniques utilized to determine such fair value
(in thousands):
June 30, 2016
Quoted Prices
in Active
Markets for
Identical Assets
Total Balance
(Level 1)
Cash equivalents
Common collective trust funds
Fixed-income funds
Domestic stocks
Real estate equity investments
Foreign stock funds
Total plan assets
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$

$

3,852 $
64,711
91,816
46,765
14,002
49,734
270,880 $

3,852 $
–
–
46,765
14,002
–
64,619 $

Significant
Other
Observable
Inputs
(Level 2)
–
64,711
91,816
–
–
49,734
206,261
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7. Pension and Other Postretirement Benefit Plans (continued)
June 30, 2015
Quoted Prices
in Active
Markets for
Identical Assets
Total Balance
(Level 1)
Cash equivalents
Common collective trust funds
Fixed-income funds
Domestic stocks
Real estate equity investments
Foreign stock funds
Total plan assets

$

$

1,637 $
81,255
95,983
24,670
19,379
52,900
275,824 $

1,637 $
–
–
24,670
19,379
–
45,686 $

Significant
Other
Observable
Inputs
(Level 2)
–
81,255
95,983
–
–
52,900
230,138

As of June 30, 2016, $2,806,336 of the plan’s cash balance was held in a separate non-interestbearing cash account for the purpose of claims disbursement by the plan’s administrator.
VHS’s investment strategy for the assets of the Retirement Plan is designed to preserve principal
while earning returns relative to the overall market consistent with a prudent level of risk. The
strategy balances the liquidity needs of the Retirement Plan with the long-term return goals
necessary to satisfy future obligations. The target asset allocation is diversified across traditional
asset classes. Diversification is also achieved through participation in U.S. and non-U.S. markets,
investment manager style, philosophy, and capitalization. The complementary investment styles
and approaches used by investment managers are aimed at reducing volatility while capturing the
equity premium from the capital markets over the long term. Risk tolerance is established
through consideration of plan liabilities, plan funded status, and VHS’s consolidated financial
condition. Consistent with VHS’s fiduciary responsibilities, the fixed-income allocation
generally provides for security of principal to meet near-term expenses and obligations. Periodic
reviews of the market values and corresponding asset allocation percentages are performed to
determine whether a rebalancing of the portfolio is necessary.
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7. Pension and Other Postretirement Benefit Plans (continued)
The following were the target asset allocations as of June 30, 2016, by major asset classification:
Fixed-income funds
Domestic stocks
Foreign stock funds
Inflation linked
Total plan assets

33%
30
20
17
100%

Cash Contributions and Benefit Payments
VHS expects to contribute $28,501,000 to the Retirement Plan and $67,000 to the Postretirement
Healthcare Plan the fiscal year ending in 2017.
The benefit payments, which reflect expected future service, as appropriate, expected to be paid
in each of the next five years, and in aggregate for the next five years, are as follows
(in thousands):
Retirement
Plan Benefits
2017
2018
2019
2020
2021
Next five years
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$

Postretirement
Healthcare
Benefits

21,563 $
22,949
24,628
26,295
28,718
159,524

67
89
112
129
141
793

36

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Notes to Consolidated Financial Statements (continued)

7. Pension and Other Postretirement Benefit Plans (continued)
Multiemployer Plan
Certain affiliated entities in Northern California participate in multiemployer defined benefit
retirement plans as described below (in thousands):

Plan

Pension Plan
Employer
Identification
Number/Plan
Number

Retirement Plan
for Hospital
Employees

94-2995676/001

Pension Protection Act Zone Status
June 30
2016
2015

Green

Green

No

Pension Protection Act Zone Status (from worst to best):
Critical Status
Seriously Endangered
Endangered
None of the above

Plan
Retirement Plan
for Hospital
Employees

Pension Plan
Employer
Identification
Number/Plan
Number

Red
Orange
Yellow
Green

Contributions

2017
(Expected)

2016

Funding
Improvement/
Rehabilitation
Plan Status
June 30, 2016

2015

94-2995676/001 $ 19,330 $ 17,223 $ 14,588

Surcharge
Imposed
(during 2013)

Collective
Bargaining
Agreement
Expiration
Date

No

October 31,
2018

Since March 1, 2011, participant benefits were frozen for the non-contractual employees of the
two participating affiliates in the Retirement Plan for Hospital Employees. Beginning January 1,
2013, participant benefits were frozen for all Service Employees International Union (SEIU)
employees. Certain affiliates will continue to make periodic contributions as needed for eligible
participants.
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7. Pension and Other Postretirement Benefit Plans (continued)
The contributions for the multiemployer plan were approximately 38% and 45% of the total
contributions to the plan for June 30, 2016 and 2015, respectively. There are no minimum
contributions required for future periods by the collective-bargaining agreements, statutory
obligations, or other contractual obligations for both plans.
The risks of participating in multiemployer plans are different from single-employer plans in the
following aspects: (i) assets contributed to the multiemployer plan by one employer may be used
to provide benefits to employees of other participating employers; (ii) if a participating employer
stops contributing to the plan, the unfunded obligations of the plan may be borne by the
remaining participating employers; and (iii) if the affiliates choose to stop participating in the
multiemployer plan, the affiliates may be required to pay the plan an amount based on the
underfunded status of the plan, referred to as a withdrawal liability.
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8. Debt
Long-term debt consists of the following (in thousands):

California Statewide Communities Development Authority
Revenue Bonds Series 2005A, payable in varying
installments through 2040, fixed interest rates ranging
from 5.00% to 5.25%
$
California Statewide Communities Development Authority
Revenue Bonds Series 2005F, G, and H (St. Francis
Medical Center), payable in varying annual installments
through 2026, fixed interest rates ranging from 5.00% to
5.25%
California Public Finance Authority Revenue Notes
(Verity Health System), Series 2015 A and B fixed
interest only bonds paying interest at 7.25%. Principal
due June 10, 2019
Notes payable for Health Center One Mortgage,
$6.5 million face value, payable in monthly installments
with a lump-sum payment in May 2018, fixed interest
rate of 5.85%
Other
Less current portion
Plus bond premium
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$

2016

June 30

249,850 $

2015

253,150

22,740

25,530

105,000

–

5,329
53
382,972
6,647
376,325
4,031
380,356 $

5,506
564
284,750
6,833
277,917
4,391
282,308
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8. Debt (continued)
Scheduled long-term principal debt payments as of June 30, 2016, are as follows (in thousands):
2017
2018
2019
2020
2021
Thereafter

$

$

6,647
11,880
112,090
7,455
7,840
237,060
382,972

Obligated Group
Verity Health System of California, Inc. and its five hospitals are collectively referred to as the
“Obligated Group” or as “Members,” and each individually is sometimes referred to herein as a
“Member.” The Obligated Group is established pursuant to a Master Indenture of Trust, dated
December 1, 2001, as supplemented to date (the Master Indenture), between the Obligated Group
and U.S. Bank National Association, as successor master trustee (the Master Trustee). The
Obligated Group is jointly and severally liable for obligations issued pursuant to and outstanding
under the Master Indenture (Obligations).
Each of the Obligated Group Members has executed one or more deeds of trust pursuant to
which the respective Obligated Group Member has granted for the benefit of the Master Trustee,
a first lien on, and security interest in, the hospitals and certain other parcels of property owned
by such Obligated Group Members, subject to permitted liens, as security for the performance of
the Obligated Group Members’ obligations under the Master Indenture. Additionally, each of the
Obligated Group Members has created a gross revenue fund with its depository bank to further
secure its gross revenues for the benefit of the Master Trustee.
The Master Indenture and certain other Obligated Group’s financing agreements contain
restrictive covenants, including maintenance of a debt ratio, limitations on the amount of any
additional borrowings, and limitations on the disposal or transfer of assets to non-obligated group
members. Additionally, the financing agreements require that funds are established with, and
controlled by, a trustee during the period the bonds remain outstanding. The Obligated Group has
complied with such financial covenants and restrictions at June 30, 2016.
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8. Debt (continued)
Long-Term Debt
Series 2005 Bonds.
In March 2005, the California Statewide Communities Development Authority (CSCDA), on
behalf of Daughters of Charity Health System (now known as VHS), issued four series of
revenue bonds in the aggregate principal amount of $364,655,000 (the 2005 Bonds). The 2005
Bonds were comprised of $259,125,000 of 2005 Series A bonds, $39,715,000 of Series F bonds,
$48,245,000 of Series H bonds, and $17,570,000 of Series H bonds. The issuance of the 2005
Bonds generated original issue premiums of $12,929,196. A portion of the proceeds of the 2005
was used to refinance prior bonds and finance the costs of constructing, improving, renovating,
and equipping certain improvements to the facilities of the Obligated Group. The 2005 Series F
bonds matured and were paid pursuant to their terms on July 1, 2010.
The Series 2005 Bonds are a limited obligation of CSCDA and are payable solely from payments
made by the Obligated Group. Payment of principal and interest on the Series 2005 Bonds is
secured by Obligations issued pursuant to the Master Indenture.
Series 2015 Notes.
On December 14, 2015, the California Public Finance Authority issued an aggregate of
$160,000,000 of Revenue Notes (Verity Health System) Series 2015A, B, C, and D (collectively,
the 2015 Notes) for the benefit of VHS. There are four series of 2015 Notes. The Series 2015A,
B, and D Notes are tax exempt, and the Series 2015C Notes are taxable. While all of the 2015
Notes were authorized and issued, only the Series 2015A Notes ($60,000,000) and the 2015B
Notes ($45,000,000) were funded as of June 30, 2016. The Series 2015C Notes ($10,000,000)
and the Series 2015D Notes ($45,000,000) were funded on September 19 and October 31, 2016,
respectively. A portion of the proceeds of the 2015 Notes was used, together with other funds, to
pay the principal of and accrued and unpaid interest on the 2014 Bonds that matured on
December 15, 2015.
The 2015 Notes are secured by an Obligation (as defined in the Master Indenture) on parity with
other Obligations issued pursuant to the Master Indenture. In addition to their parity lien under
the Master Indenture, the 2015 Notes have additional lien rights on the Obligated Group’s
accounts receivable and in certain properties owned by St. Francis Medical Center and Saint
Louise Regional Hospital.
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8. Debt (continued)
Short-Term Debt
Series 2014 Bonds.
On July 30, 2014, the CSCDA issued an aggregate of $110,000,000 of Revenue Bonds
(Daughters of Charity Health System), Series 2014 A and B (the Series 2014 A and B Bonds) on
behalf of Daughters of Charity Health System (now known as VHS). On August 28, 2014,
CSCDA issued an additional $15,000,000 of Revenue Bonds (Daughters of Charity Health
System), Series 2014 C (together with the Series 2014 A and B Bonds, the “Series 2014
Bonds”). The Series 2014 Bonds were secured by Obligations issued pursuant to the Master
Indenture and (1) a first priority lien on the accounts receivable of St. Francis Medical Center, St.
Vincent Medical Center, O’Connor Hospital, Saint Louise Regional Hospital, Seton Medical
Center, and Seton Coastside as a division of Seton Medical Center; and (2) first priority Deeds of
Trust and related subordination agreements with the Master Trustee on certain property of St.
Francis Medical Center and Saint Louise Regional Hospital (collectively, the 2014 Priority
Assets). The Master Trustee subordinated its interest in the 2014 Priority Assets to the Series
2014 Bond trustee. The Series 2014 Bonds were also secured by a parity lien under the Master
Indenture.
Interest accrued at the rate of 6% and was paid on a monthly basis. The Series 2014 Bonds had
an initial maturity date of July 10, 2015, and the Series 2014 Bonds were recorded as short-term
debt on the VHS consolidated balance sheets as of June 30, 2015. That maturity date was
extended to December 15, 2015. On December 15, 2015, VHS paid the full redemption price of
the Series 2014 Bonds, which included principal (inclusive of undrawn proceeds of $76,212,000
recorded as other restricted assets as of June 30, 2015), and all accrued and unpaid interest
thereon.
Fair Values
The fair value of VHS’s bond indebtedness is estimated based on the quoted market prices for
the same or similar issues or on the current rates offered for debt of the same remaining
maturities. The estimated fair values of the VHS’s debt instruments as of June 30, 2016 and
2015, are $336,803,500 and $393,704,000, respectively, and are valued using Level 2 inputs.
The reported fair value of VHS’s bond indebtedness instruments excludes the full value of an
irrevocable principal pre-payment of $6,090,000 and $5,795,000 made as of June 30, 2016 and
June 30, 2015, respectively. The fair value amounts do not represent the amount that would be
required to expend to retire the indebtedness.
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9. Functional Classification of Expense
The following is a functional classification of Verity’s expenses:
Year Ended June 30
2016
2015
Health services
General and administrative

$ 1,193,112 $ 1,227,560
310,454
301,768
$ 1,494,880 $ 1,538,014

10. Temporarily and Permanently Restricted Net Assets
Temporarily and permanently restricted net assets are available for the following purposes
(in thousands):
2016
Equipment and expansion
Research and education
Restricted contribution
Charity and other
Total temporarily restricted net assets
Permanently restricted net assets
Total restricted net assets

$

$

June 30

2015

3,522 $
2,848
60,367
6,593
73,330

4,823
2,965
–
7,665
15,453

8,137
81,467 $

8,207
23,660

Equipment and expansion relate to assets held by VHS, which are restricted by donors or
grantors to be used specifically for equipment, capital projects, or other capital needs.
Research and education relate to assets held by VHS, which are restricted by donors or grantors
to be used in specific research or education programs.
Restricted contribution is the remaining portion of the contribution recognized at the time of the
transaction contemplated by the Restructuring Agreement (see Note 1 “Organization”). The
restriction of this contribution will be lifted pursuant to the terms of the Restructuring
Agreement.
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10. Temporarily and Permanently Restricted Net Assets (continued)
Charity and other relate mainly to assets held by VHS, which are restricted by donors or grantors
to be used in specific health care programs for charity care and other medical and patient
services.
Permanently restricted net assets of $8,137,000 and $8,207,000 at June 30, 2016 and 2015,
respectively, are restricted to investments to be held in perpetuity, with the income expendable to
support VHS’s mission.
Endowments
VHS and five of its consolidated charitable foundations follow the Uniform Prudent
Management of Institutional Funds Act (UPMIFA). UPMIFA eliminates the concept of “historic
dollar value” and allows an institution to spend or accumulate as the board determines is prudent
for the uses, benefits, purposes, and duration of the endowment fund unless the gift instrument
states a particular spending rate or formula. California’s version of UPMIFA also includes a
rebuttable provision that spending greater than 7% of the average fair market value (calculated at
least quarterly over a minimal period of three years) is presumed to be imprudent.
In accordance with UPMIFA, VHS considers the following factors when appropriating or
accumulating an endowment fund: (i) general economic conditions, (ii) effects of inflation and
deflation, (iii) the purposes of the institution and the endowment fund, (iv) expected total return
from income and appreciation of investments, (v) VHS’s other resources, (vi) the duration and
preservation of the endowment fund, and (vii) VHS’s investment policies.
From time to time, the fair value of assets associated with individual endowment funds may fall
below the level that the donor or UPMIFA requires VHS to retain as a fund of perpetual
duration. Deficiencies of this nature that are reported in unrestricted net assets were not material
as of June 30, 2016 and 2015. These deficiencies resulted from unfavorable investment market
fluctuations.
VHS has adopted investment and spending policies for endowment assets that attempt to provide
a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Under these policies, as approved by
the boards of trustees of the charitable foundations, the endowment assets are invested in a
manner that is intended to produce results that exceed the price and yield results while assuming
a moderate level of investment risk.
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10. Temporarily and Permanently Restricted Net Assets (continued)
To satisfy its long-term rate-of-return objectives, VHS relies on a balanced investment strategy
in which investment returns are achieved through both capital appreciation (realized and
unrealized) and current yield (interest and dividends).VHS targets a diversified asset allocation
that places a great emphasis on equity-based investments to achieve its long-term return
objectives within prudent risk constraints.
The endowment net asset composition by type of fund consists of the following (in thousands):

Unrestricted
Donor-restricted endowment funds
Total funds

$
$

606 $
606 $

Unrestricted
Donor-restricted endowment funds
Total funds

$
$

June 30, 2016
Temporarily Permanently
Restricted
Restricted
789 $
789 $

8,137 $
8,137 $

June 30, 2015
Temporarily Permanently
Restricted
Restricted

596 $
596 $

778 $
778 $

8,207 $
8,207 $

Total
9,532
9,532

Total
9,581
9,581

The changes in endowment net assets are as follows (in thousands):
Unrestricted
Balance at June 30, 2014
Net losses – realized and unrealized
Other
Balance at June 30, 2015
Net gains (losses) – realized and
unrealized
Other
Balance at June 30, 2016
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$

$

Temporarily
Restricted

Permanently
Restricted

Total

1,259 $
(663)
–
596

1,013 $
(235)
–
778

9,154 $
(562)
(385)
8,207

11,426
(1,460)
(385)
9,581

10
–
606 $

11
–
789 $

(73)
3
8,137 $

(52)
3
9,532
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11. Commitments and Contingent Liabilities
Standby Letter of Credit
Marillac, a subsidiary of VHS, pledged $36,939,150 of its investments to support a standby letter
of credit issued in favor of Old Republic Insurance Company, one of the Parent’s insurers, at
June 30, 2016.
Litigation
Certain entities of VHS are defendants in various actions arising from their health care service
activities. It is the opinion of management, after consulting with legal counsel, that such actions
will not have a material adverse effect on VHS’s consolidated financial position or results of
operations as of June 30, 2016. Therefore, based on the information provided by its legal
counsel, VHS has accrued $1,240,000 and $1,369,000 as of June 30, 2016 and 2015,
respectively, which were related to certain of these actions. VHS evaluates recoveries from
insurance coverage separately from its liability, and when appropriate, an asset is recorded
separately from the associated liability.
As part of its ongoing compliance program, VHS routinely reviews arrangements between
physicians and its hospitals. In September and October 2013, VHS made a voluntary
self-disclosure to the federal government (in accordance with federal self-disclosure guidelines)
related to certain financial arrangements between physicians and one of its hospitals, Seton
Medical Center (SMC), that might constitute potential violations of federal regulatory standards.
Pursuant to a settlement agreement entered into by SMC with CMS, effective as of November 6,
2015, SMC paid to CMS the sum of $815,000, and CMS agreed to release SMC from
administrative liabilities and claims under section 1877(g)(1) of the Social Security Act relating
to the matters addressed in the voluntary self-disclosure. VHS filed a self-disclosure with the
U.S. Department of Health & Human Services Office of the Inspector General (OIG) indicating
possible violations of the Stark Law and the Anti-Kickback Statute by Seton Medical Center.
The date of the letter is October 13, 2016. The OIG informed VHS on November 17, 2016, that
the disclosure was officially accepted into the Self-Disclosure Protocol. VHS understands that
the OIG will next assign the matter to one of its staff attorneys to review. With respect to the
facts, VHS continues to investigate to ascertain the amount of potential damages or penalties,
and that review is ongoing.
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11. Commitments and Contingent Liabilities (continued)
VHS and certain other entities and individuals have been named as defendants in a punitive class
action complaint under ERISA. The complaint alleges that VHS’s Retirement plan, a defined
benefit “church plan” exempt from ERISA, is not a “church plan” and seeks orders, among other
relief, requiring the plan to be brought into compliance with ERISA’s minimum funding,
reporting, and other administrative requirements. This class action has been settled.
VHS is a named defendant in a breach of contract, unjust enrichment, and declaratory relief
complaint filed by Prime Healthcare Services, Inc. and Prime Healthcare Foundation, Inc. and
captioned Prime Healthcare Services, Inc., et al., vs. Blue Mountain Management Capital, et al.,
in the Superior Court of California, County of San Bernardino, and San Bernardino Justice
Center. The complaint alleges that VHS and the other defendants materially breached the
Definitive Agreement entered into between Prime Healthcare Services, Inc., Prime Healthcare
Foundation, Inc. and VHS in October 2014 and that the defendants also unjustly enriched
themselves at the plaintiff’s expense and seeks, among other relief, $135 million in damages.
VHS has filed a cross-complaint seeking $40 million. The parties are engaged in discovery and
the case is currently scheduled for trial in June 2017. At this time, management cannot accurately
estimate the amounts of any payments or settlements that might result, or if additional related
issues will arise. There can be no guarantee that any resulting payments or settlements will not
have a material adverse impact on VHS’s consolidated financial position or results of operations.
Laws and Regulations
The health care industry is subject to numerous laws and regulations of federal, state, and local
governments. Compliance with such laws and regulations can be subject to future government
review and interpretation, as well as regulatory actions unknown or unasserted at this time. These
laws and regulations include, but are not necessarily limited to, matters, such as licensure,
accreditation, government health care program participation requirements, reimbursement laws
and regulations, anti-referral laws, and false claims prohibitions. In recent years, government
activity has increased with respect to investigations and allegations concerning possible
violations of reimbursement, false claims, and anti-referral statutes and regulations by health care
providers. Certain entities of VHS are subject to such laws and regulations and to governmental
investigations, whistle-blower lawsuits, and other legal proceedings concerning such laws and
regulations. Violations of these laws and regulations could result in expulsion from government
health care programs, as well as imposition of significant fines and penalties and significant
repayments for patient services previously reimbursed.
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11. Commitments and Contingent Liabilities (continued)
VHS has 6,682 employees as of June 30, 2016, of whom just over 3,954 are full-time employees.
Approximately 76% of these employees are employed by VHS entities and are represented by
collective bargaining units. Majority of the employees are represented by collective bargaining
agreements with Service Employees International Union (SEIU) and California Nurses
Association (CNA). The agreement with SEIU, representing 41% of these employees, will expire
on October 31, 2018, and the agreement with CNA, representing 22% of these employees,
expired on April 30, 2016, and is currently in the process of being negotiated. Employee strikes
or other adverse labor actions may have a material adverse impact on VHS’s consolidated
financial position or results of operations.
Lease Commitments
Future minimum lease payments under VHS’s significant non-cancelable operating leases (with
initial or remaining lease terms in excess of one year) as of June 30, 2016, are as follows
(in thousands):
Operating
Leases
2017
2018
2019
2020
2021
Thereafter

$

$

9,521
5,791
3,830
3,871
3,235
2,970
29,218

Rent expense was $19,501,000 and $22,318,000 for the years ended June 30, 2016 and 2015,
respectively.
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Seismic Standards
VHS assessed its earthquake retrofit requirements for health care facilities under a state of
California law SB 90 that can allow a delay of up to seven years from the January 1, 2013,
deadline for Structural Performance Category 1 (SPC-1) retrofits. This affects six buildings at
three of VHS’s hospitals. The previously reported seventh building, the St. Vincent Medical
Center Central Plant, has been upgraded to SPC-2 status. Extensions have been approved by the
Office of Statewide Health Planning and Development as follows:
St. Vincent Medical Center Main Hospital must meet SP-2 standards by January 1, 2019.
St. Vincent Medical Center Doheny Wing must meet SP-2 standards by July 1, 2019.
O’Connor Hospital 1953 Building must meet SPC-2 standards by July 1, 2019. O’Connor
Hospital 1953 Boiler Plant/Laundry must meet SPC-2 standards by January 1, 2019.
Seton Medical Center Main Tower and Seton Medical Center Front Wing must meet SP-2
standards by July 1, 2019.
12. Subsequent Events
VHS has evaluated subsequent events and disclosed all material events through December 8,
2016, which is the date these consolidated financial statements of VHS were issued.
VHS entered into an extended supply support agreement with Premier Healthcare Solutions to
redesign the supply chain infrastructure and operations over a three-year period beginning
September 1, 2016, to improve resource utilization.
In October 2016, VHS engaged Conifer Health Solutions for its expertise as a single-source
revenue cycle management provider. The multi-year agreement will yield optimized revenue
cycle operations for the health system’s six facilities, enhanced operating efficiency and reduced
administrative expenses.
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Ernst & Young LLP
Sacramento Office
Suite 300
2901 Douglas Boulevard
Roseville, CA 95661

Tel: +1 916 218 1900
Fax: +1 916 218 1999
ey.com

Report of Independent Auditors on
Supplementary Information
The Board of Directors
Verity Health System of California, Inc.
Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying consolidating financial statement schedules for Verity
Health System of California, Inc. are presented for the purposes of additional analysis and are
not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the consolidated financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

December 8, 2016
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As of June 30, 2016
(In Thousands)

Assets
Current assets:
Cash and cash equivalents
Patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total current assets

O’Connor
Hospital
$

Assets limited as to use:
Other investments
Under bond indenture agreements
Total assets limited as to use
Property and equipment, net
Other long-term assets
Total assets
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$

2,663
31,505
2,307
8,000
15,360
–
59,835

Seton
Medical
Center
Coastside

Seton
Medical
Center
$

4,875
23,933
1,795
24,682
8,696
–
63,981

$

256
4,695
–
–
261
–
5,212

St. Francis
Medical
Center
$

21,598
58,838
10,444
262,631
42,648
–
396,159

Saint
Louise
Regional
Hospital
$

3,934
10,631
219
5,855
4,887
–
25,526

St. Vincent
Medical
Center
$

7,153
25,632
5,372
13,948
16,875
–
68,980

System
Office
$

3,467
–
–
202,540
9,301
–
215,308

–
–
–

–
–
–

–
–
–

–
–
–

–
–
–

2,967
–
2,967

–
25,154
25,154

32,875
18
92,728

27,210
86
91,277

386
2
5,600

98,233
329
494,721

12,099
5
37,630

44,755
139
$ 116,841

293
6,981
$ 247,736

$

$

$

$

Eliminations
$

Obligated
Group
Subtotal

– $
–
–
(477,535)
–
–
(477,535)

–
–
–

43,946
155,234
20,137
40,121
98,029
–
357,467

2,967
25,154
28,121

–
–
$ (477,535) $

215,851
7,560
608,999

1606-1958355

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Balance Sheet (continued)
As of June 30, 2016
(In Thousands)

Assets
Current assets:
Cash and cash equivalents
Patient accounts receivable
Due from government agencies
Due from related organizations
Other current assets
Other restricted assets
Total current assets
Assets limited as to use:
Other investments
Under bond indenture agreements
Total assets limited as to use
Property and equipment, net
Other long-term assets
Total assets
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Obligated
Marillac
Verity
Group
Insurance
Medical
Subtotal Company, Ltd. Foundation
$

43,946
155,234
20,137
40,121
98,029
–
357,467

$

2,707
–
–
–
5,464
–
8,171

$

2,881
4,413
–
5,496
2,209
–
14,999

Verity
Business
Services
$

53
–
–
9,387
429
–
9,869

Verity
Holdings, LLC
$

13,041
–
–
–
539
12,074
25,654

All Other
Entities
$

3,729
677
–
933
4,031
–
9,370

2,967
25,154
28,121

47,895
–
47,895

–
–

–
–
–

48,294
–
48,294

13,087
–
13,087

215,851
7,560
$ 608,999

–
–
56,066

1,798
519
17,316

295
117
10,281

26,692
55
100,695

276
2,110
24,843

$

$

$

$

$

VHS
Total

Eliminations
$

– $
–
–
(55,937)
(4,428)
–
(60,365)

–
–
–

$

66,357
160,324
20,137
–
106,273
12,074
365,165

112,243
25,154
137,397

–
–
(60,365) $

244,912
10,361
757,835

1606-1958355

Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Balance Sheet (continued)
As of June 30, 2016
(In Thousands)

Liabilities and net assets
Current liabilities:
Accounts payable
Accrued liabilities and other current liabilities
Current portion of long-term debt
Due to government agencies
Due to related organizations
Total current liabilities
Pension obligations
Workers’ compensation & HPL/GL
Other long-term liabilities
Long-term debt – net of current portion
Total liabilities
Net (deficit) assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net (deficit) assets
Total liabilities and net assets
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Seton
Medical
Center

O’Connor
Hospital
$

8,968
27,286
699
–
148,039
184,992
62,132
–
179
49,154
296,457

$

5,490
32,469
857
–
82,663
121,479

Seton
Medical
Center
Coastside
$

486
–
2,773
60,248
184,986

(203,729)
(93,709)
–
–
–
–
(203,729)
(93,709)
$ 92,728 $ 91,277 $

102
1,639
–
–
19,694
21,435
64
–
–
–
21,499

St. Francis Saint Louise St. Vincent
Medical
Regional
Medical
Center
Hospital
Center
$

4,337
59,627
3,642
–
92
67,698

$

117,726
–
173
71,984
257,581

(15,899)
237,088
–
52
–
–
(15,899)
237,140
5,600 $ 494,721

1,877
9,380
424
–
52,875
64,556
6,959
–
–
29,774
101,289

$

$

6,782
25,486
783
1,155
156,061
190,267
94,797
–
2,215
55,025
342,304

System
Office
$

4,582
38,678
–
–
33,928
77,188
19,363
5,199
27,559
109,031
238,341

(63,659)
(228,756)
9,396
–
622
–
–
2,671
–
(63,659)
(225,463)
9,396
37,630 $ 116,841 $ 247,736

Eliminations
$

Obligated
Group
Subtotal

– $
–
–
–
(477,535)
(477,535)

32,138
194,565
6,405
1,155
15,817
250,080

–
–
–
–
(477,535)

301,527
5,199
32,899
375,216
964,921

–
(359,267)
–
674
–
2,671
–
(355,922)
$ (477,535) $ 608,999
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Balance Sheet (continued)
As of June 30, 2016
(In Thousands)

Liabilities and net assets
Current liabilities:
Accounts payable
Accrued liabilities and other current liabilities
Current portion of long-term debt
Due to government agencies
Due to related organizations
Total current liabilities

Obligated
Group
Subtotal
$

Pension obligations
Workers’ compensation & HPL/GL
Other long-term liabilities
Long-term debt – net of current portion
Total liabilities
Net (deficit) assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net (deficit) assets
Total liabilities and net assets
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32,138
194,565
6,405
1,155
15,817
250,080

Marillac
Verity
Insurance
Medical
Company, Ltd. Foundation
$

301,527
5,199
32,899
375,216
964,921

$

(359,267)
674
2,671
(355,922)
608,999 $

178
15,317
–
–
–
15,495

$

3,767
6,112
54
–
2,990
12,923

Verity
Business
Services
$

54
1,793
–
–
6,310
8,157

Verity
All Other
Holdings, LLC Entities Eliminations
$

225
499
188
–
–
912

–
31,749
–
–
47,244

–
–
–
–
12,923

–
–
–
–
8,157

–
–
253
5,140
6,305

8,822
–
–
8,822
56,066

4,393
–
–
4,393
17,316

2,124
–
–
2,124
10,281

34,022
60,368
–
94,390
100,695

$

$

$

$

–
143
–
–
30,821
30,964

$

–
–
214
–
31,178

(24,089)
12,288
5,466
(6,335)
$ 24,843 $

– $
(1,026)
–
–
(55,938)
(56,964)
–
(3,401)
–
–
(60,365)

–
–
–
–
(60,365) $

VHS
Total
36,362
217,403
6,647
1,155
–
261,567
301,527
33,547
33,366
380,356
1,010,363

(333,995)
73,330
8,137
(252,528)
757,835
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Statement of Operations
For the Year Ended June 30, 2016
(In Thousands)

Unrestricted revenues and other support:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less
provision for doubtful accounts
Premium revenue
Other operating revenue
Contributions
Total unrestricted revenues and other support

O’Connor
Hospital

Seton
Medical
Center

Seton
Medical
Center
Coastside

$ 241,063 $ 198,552 $
(3,651)
(5,041)

St. Francis Saint Louise St. Vincent
Medical
Regional
Medical
Center
Hospital
Center

19,743
118

$ 381,146 $
(9,210)

82,898 $ 198,029 $
(2,088)
(6,323)

Obligated
Group
Eliminations Subtotal

System
Office
–
–

$

–
–

$ 1,121,431
(26,195)

237,412
625
7,324
91
245,452

193,511
–
888
123
194,522

19,861
–
570
15
20,446

371,936
79,191
3,456
3,901
458,484

80,810
–
153
24
80,987

191,706
16,596
1,131
95
209,528

–
–
129,109
–
129,109

–
(246)
(128,865)
–
(129,111)

1,095,236
96,166
13,766
4,249
1,209,417

Expenses:
Salaries and benefits
Supplies
Purchased services and other
Depreciation and amortization
Interest – net
Total expenses

168,114
37,962
85,872
9,836
3,184
304,968

143,527
29,993
72,577
7,976
3,385
257,458

15,639
1,690
3,112
184
13
20,638

194,710
37,239
179,770
13,957
4,022
429,698

54,557
7,548
27,193
2,659
2,178
94,135

102,451
46,435
95,464
9,832
4,485
258,667

18,958
(2,111)
136,987
493
3,034
157,361

–
–
(129,111)
–
–
(129,111)

697,956
158,756
471,864
44,937
20,301
1,393,814

Operating (loss) income
Investment income
(Deficiency) excess of revenues over expenses

(59,516)
–
(59,516)

(62,936)
–
(62,936)

28,786
–
28,786

(13,148)
–
(13,148)

(49,139)
–
(49,139)

(28,252)
693
(27,559)

–
–
–
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(192)
–
(192)

(184,397)
693
(183,704)
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Statement of Operations (continued)
For the Year Ended June 30, 2016
(In Thousands)

O’Connor
Hospital
Change in pension liability
Other
Net assets released from restrictions used
for purchase of property and equipment
(Decrease) increase in unrestricted net assets
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$

$

Seton
Medical
Center

Seton
Medical
Center
Coastside

St. Francis Saint Louise St. Vincent
Medical
Regional
Medical
Center
Hospital
Center

(7,886) $
(17,105)

410 $
(7,168)

54 $
(1,031)

736
(83,771) $

920
(68,774) $

–
(1,169) $

(23,590) $
(2,892)
148
2,452

$

System
Office

Obligated
Group
Eliminations Subtotal

(1,817) $
(5,272)

(20,157) $
(9,001)

(995) $
423

–
–

$

(53,981)
(42,046)

36
(20,201) $

63
(78,234) $

–
(28,131) $

–
–

1,903
$ (277,828)
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Statement of Operations (continued)
For the Year Ended June 30, 2016
(In Thousands)

Unrestricted revenues and other support:
Net patient service revenue
Provision for doubtful accounts
Net patient service revenue less
provision for doubtful accounts
Premium revenue
Other operating revenue
Contributions
Total unrestricted revenues and other support
Expenses:
Salaries and benefits
Supplies
Purchased services and other
Depreciation and amortization
Interest – net
Total expenses
Operating (loss) income
Investment income
(Deficiency) excess of revenues over expenses
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Obligated
Group
Subtotal

Marillac
Verity
Insurance
Medical
Company, Ltd. Foundation

$ 1,121,431 $
(26,195)

–
–

$

35,369 $
(506)

Verity
Business
Services

Verity
Holdings, LLC
–
–

$

–
–

All Other
Entities
$

Eliminations

4,879 $
(33)

–
–
–

VHS
Total
$ 1,161,679
(26,734)

1,095,236
96,166
13,766
4,249
1,209,417

–
–
12,943
–
12,943

34,863
26,682
6,465
–
68,010

–
–
17,019
–
17,019

–
–
8,643
12,074
20,717

4,846
1
(24)
322
5,145

(35,850)
–
(35,850)

1,134,945
122,849
22,962
16,645
1,297,401

697,956
158,756
471,864
44,937
20,301
1,393,814

–
–
17,693
–
–
17,693

21,799
5,310
58,846
1,952
(25)
87,882

12,612
127
4,175
105
–
17,019

145
110
6,544
1,384
317
8,500

3,381
1,241
1,165
35
–
5,822

(12,612)
(127)
(23,006)
(105)
–
(35,850)

723,281
165,417
537,281
48,308
20,593
1,494,880

(4,750)
1,340
(3,410)

(19,872)
–
(19,872)

–
–
–

12,217
–
12,217

(184,397)
693
(183,704)

(677)
17
(660)

–
–
–

(197,479)
2,050
(195,429)
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Verity Health System of California, Inc.

(Formerly Daughters of Charity Health System)

Consolidating Statement of Operations (continued)
For the Year Ended June 30, 2016
(In Thousands)
Obligated
Group
Subtotal
Change in pension liability
Other
Net assets released from restrictions used
for purchase of property and equipment
(Decrease) increase in unrestricted net assets
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$

$

Marillac
Verity
Insurance
Medical
Company, Ltd. Foundation

(53,981) $
(42,046)

–
–

$

1,903
(277,828) $

–
(3,410) $

–
19,382

Verity
Business
Services

Verity
Holdings, LLC

$

–
–

–
(490) $

–
–

$

$

–
21,807
–
34,024

All Other
Entities
$

$

–
799

VHS
Total

Eliminations
$

–
–

(21)
118 $

–
–

$

$

(53,981)
(58)
1,882
(247,586)
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#38

Title 11, California Code of Regulations, § 999.5(d)(11)(G)

Copies of any requests for opinions to the Internal Revenue Service for rulings attendant to
this transaction and any Internal Revenue Service responses thereto
There have not been any requests for opinions to the Internal Revenue Service for rulings
attendant to this Transaction.

588352.9
4849-6735-0201v.8 0115205-000006

#39

Title 11, California Code of Regulations, § 999.5(d)(11)(H)
Pro forma post-transaction balance sheet for the surviving or successor nonprofit
corporation

Please see description in Section 999.5(d)(4)(B).
As stated above, VHS and its affiliated entities will file a plan of liquidation to be confirmed
pursuant to Section 1129 of the Bankruptcy Code (the “Plan”). Depending on the timing of the
close, VHS anticipates filing the Plan before the end of the calendar year 2020. VHS expects that
the Plan will establish a “liquidating trust” (the “Trust”) and appoint a “liquidating trustee.” On
the “effective date” of the Plan, all assets will be transferred to the Trust. The liquidating
trustee’s power and authorities and responsibilities will be set forth in a trust agreement and will
include, among other things, (i) overseeing the implementation of the Plan, including with
respect to management, control, and operation of the liquidating debtors, (ii) effectuate the wind
down and ultimate dissolution of the debtors as legal entities, (iii) make distributions to creditors,
(iv) pursue claims, counterclaims, and causes of action assigned to the Trust or the control of
which is assumed by the Trust pursuant to this Plan, and (iv) take any other action required or
permitted by the Plan. After consummation of the Plan, the liquidating trustee will request a final
decree to close the Bankruptcy Cases, which may be one to two years after the Plan is confirmed,
but could be longer depending on the nature and time of any litigation pursued by the trustee.
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