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Verity Health System of California, Inc. (“VHS”), and the above-referenced affiliated
debtors and debtors-in-possession (collectively, the “Debtors”) in the above-captioned chapter 11

cases (the “Bankruptcy Cases”) pending in the United States Bankruptcy Court for the Central

District of California (the “Bankruptcy Court”) and the defendants herein, hereby request that the

Court take judicial notice of the following documents filed and entered in the Bankruptcy Cases
and the Adversary Proceeding No. 2:20-ap-1051, pursuant to Rule 201 of the Federal Rules of
Evidence,! in support of the Defendants’ Opposition to California Nurses Association’s Motion to
Withdraw the Reference filed concurrently herewith:

1. Notice of Debtors’ Motion and Motion to Dismiss Complaint under Rule 12(b),
with Prejudice. [Bankruptcy Adv. Docket No. 12]. A true and correct copy is attached hereto as
Exhibit “1.”

2. Request for Judicial Notice In Support of Debtors’ Motion to Dismiss Complaint
under Rule 12(b), with Prejudice. [Bankruptcy Adv. Docket No. 14]. A true and correct copy is
attached hereto as Exhibit “2.”

3. Opposition to Debtors’ Emergency Motion for Authorization to Close St. Vincent
Medical Center [Bankruptcy Docket No. 3914]. A true and correct copy is attached hereto as
Exhibit “3.”

4. Notice of Appearance and Request for Special Notice and Inclusion of Mailing List
[Bankruptcy Docket No. 200]. A true and correct copy is attached hereto as Exhibit “4.”

5. Notice of Appointment and Appointment of Committee of Creditors Holding
Unsecured Claims [Bankruptcy Docket No. 197]. A true and correct copy is attached hereto as

cEadubitZ/0 Docnweur 78 kiI6d 021010 b986 S 0L b6 ID 535

6. Declaration of Richard G. Adcock in Support of Emergency First-Day Motions
[Bankruptcy Docket No. 8]. A true and correct copy is attached hereto as Exhibit “6.”

7. Debtors’ Omnibus Motion for Approval of 1) Settlement Agreements with Labor

Unions, 2) Assumption and Assignment of Modified Collective Bargaining Agreements to SGM,

! Rule 201 of the Federal Rules of Evidence provides that the Court “may take judicial notice at
any stage of the proceeding.” See FED. R. EVID. 201(d).
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1 || 3) Termination of Retiree Healthcare Benefits and 4) Related Relief [Bankruptcy Docket No.
2 || 3604]. A true and correct copy is attached hereto as Exhibit “7.”
3 8. Order (A) Authorizing The Sale Of Certain Of The Debtors' Assets To Santa Clara
4 || County Free And Clear Of Liens, Claims, Encumbrances, And Other Interests; (B) Approving
5 || The Assumption And Assignment Of An Unexpired Lease Related Thereto; And (C) Granting
6 || Related Relief. [Bankruptcy Docket No. 1153]. A true and correct copy is attached hereto as
7 || Exhibit “8.”
8 0. Debtors’ Notice of Motion and Motion for the Entry of (I) An Order (1) Approving
9 || Form of Asset Purchase Agreement for Stalking Horse Bidder and for Prospective Overbidders;
10 || (2) Approving Auction Sale Format, Budding Procedures and Stalking Horse Bid Protections; (3)
11 || Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling of a Court
12 || Hearing to Consider Approval of the Sale to the Highest Bidder; and (5) Approving Procedures
13 || Related to the Assumption of Certain Executory Contracts and Unexpired Leases; and (II) An
14 || Order (A) Authorizing the Sale of Property Free and Clear of All Claims, Liens, and
15 || Encumbrances. [Bankruptcy Docket No. 1279]. A true and correct copy is attached hereto as
16 || Exhibit “9.”
17 10. Order (1) Approving Form Of Asset Purchase Agreement For Stalking Horse
18 || Bidder And For Prospective Overbidders, (2) Approving Auction Sale Format, Bidding
19 || Procedures And Stalking Horse Bid Protections, (3) Approving Form Of Notice To Be Provided
20 || To Interested Parties, (4) Scheduling A Court Hearing To Consider Approval Of The Sale To The
21 || Highest Bidder And (5) Approving Procedures Related To The Assumption Of Certain Executory
co26225(f c oz acis nobbinexpired-lensenvwdodudds 40, Qrdene() whathorizing The Sale Of Property Free
23 || And Clear Of All Claims, Liens And Encumbrances; Memorandum Of Points And Authorities In
24 || Support Thereof [Bankruptcy Docket No. 1572]. A true and correct copy is attached hereto as
25 || Exhibit “10.”
26 11.  Asset Purchase Agreement [Bankruptcy Docket No. 2305-1]. A true and correct
27 || copy is attached hereto as Exhibit “11.”
28 12. Order (A) Authorizing The Sale Of Certain Of The Debtors' Assets To Strategic
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Global Management, Inc. free And Clear Of Liens, Claims, Encumbrances, And Other Interests;
(B) Approving The Assumption And Assignment Of An Unexpired Lease Related Thereto,; And (C)
Granting Related Relief [Bankruptcy Docket No. 2306]. A true and correct copy is attached
hereto as Exhibit “12.”

13.  Debtors' Emergency Motion for the Entry of an Order: (I) Enforcing the Order
Authorizing the Sale to Strategic Global Management, Inc; (Il) Finding That the Sale is Free and
Clear of Conditions Materially Different Than Those Approved by the Court; (IIl) Finding That
the Attorney General Abused His Discretion in Imposing Conditions on That Sale; and (IV)
Granting Related Relief; Memorandum of Points and Authorities and Declarations In Support
Thereof [Bankruptcy Docket No. 3188]. A true and correct copy is attached hereto as Exhibit
"13."

14.  Excerpts from transcript of hearing in the Bankruptcy Case on October 15, 2019.
True and correct copies of excerpts from this transcript are attached hereto as Exhibit “14.”

15.  Memorandum of Decision Granting Debtors' Emergency Motion to Enforce the
Sale Order [Bankruptcy Docket No. 3446]. A true and correct copy is attached hereto as Exhibit
"15."

16.  Stipulation By Verity Health System of California, Inc. and the California Attorney
General Resolving "Debtors' Emergency Motion For The Entry Of An Order: (1) Enforcing The
Order Authorizing The Sale To Strategic Global Management, Inc.; (II) Finding That The Sale Is
Free And Clear Of Conditions Materially Different Than Those Approved By The Court; (Ill)
Finding That The Attorney General Abused His Discretion In Imposing Conditions On That Sale;

clgsb YT\ ayetimge Relg tede R obief FB ankauptey, Diadeab Nes3572]. A true and correct copy is
attached hereto as Exhibit “16.”

17.  Notice of Lodgment Filed by Debtor Verity Health System of California, Inc.
regarding Debtors' Emergency Motion for the Entry of an Order: (I) Enforcing the Order
Authorizing the Sale to Strategic Global Management, Inc; (Il) Finding That the Sale is Free and
Clear of Conditions Materially Different Than Those Approved by the Court; (IIl) Finding That

the Attorney General Abused His Discretion in Imposing Conditions on That Sale; and (IV)
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1 || Granting Related Relief; Memorandum of Points and Authorities and Declarations In Support

2 || Thereof [Bankruptcy Docket No. 3574]. A true and correct copy is attached hereto as Exhibit

3| <17

4 18. Objection relating to Dkt. 3574 Notice of Lodgment filed by Debtor Verity Health

5 || System of California, Inc. [Bankruptcy Docket No. 3582]. A true and correct copy is attached

6 || hereto as Exhibit “18.”

7 19. Order Granting 'Debtors’' Emergency Motion For The Entry Of An Order: (I)

8 || Enforcing The Order Authorizing The Sale To Strategic Global Management, Inc.; (II) Finding
9 || That The Sale Is Free And Clear Of Conditions Materially Different Than Those Approved By

10 || The Court; (1ll) Finding That The Attorney General Abused His Discretion In Imposing
11 || Conditions On That Sale; and (IV) Granting Related Relief; [Bankruptcy Docket No. 3611]. A
12 || true and correct copy is attached hereto as Exhibit “19.”
13 20. Order Granting (1) finding that SGM is obligated to promptly close the SGM sale
14 || under §8.6 of the APA, provided that all other conditions to closing have been satisfied and (2)
15 || granting debtors' motion for a continuance of the hearing to approve the disclosure statement
16 || from November 20, 2019 at 10:00 a.m. to November 26, 2019 at 10:00 a.m. [Docket No. 3633].
17 || A true and correct copy is attached hereto as Exhibit “20.”
18 21. Order Granting Memorandum of Decision (1) finding that SGM is obligated to
19 || promptly close the SGM sale under §8.6 of the APA, provided that all other conditions to closing
20 || have been satisfied and (2) granting debtors' motion for a continuance of the hearing to approve
21 || the disclosure statement [Bankruptcy Docket No. 3632]. A true and correct copy is attached

cueeXs(ichosepanixpbitii2l Ts tieq 0210150 b6 2 0L\ b9ds ID 532
23 22.  Motion to (A) Continue Hearing on Motion of the Debtors for an Order
24 || Approving: (I) Proposed Disclosure Statement,; (II) Solicitation and Voting Procedures; (I1l)
25 || Notice and Objection Procedures for Confirmation of Debtors' Plan, and (IV) Granting Related
26 || Relief; (B) Continue the Reply Deadline with Respect to Disclosure Statement Objections, and
27 || (C) Use the November 26, 2019, 10:00 a.m. Hearing Date for a Status Conference on This Matter

28 || [Bankruptcy Docket No. 3644]. A true and correct copy is attached hereto as Exhibit “22.”
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23.  Notice Of Hearing And Motion Of The Debtors For An Order Approving: (I)
Proposed Disclosure Statement; (II) Solicitation And Voting Procedures; (III) Notice and
Objection Procedures For Confirmation Of Debtors’ Plan; And (IV) Granting Related Relief-
[Bankruptcy Docket No. 2995]. A true and correct copy is attached hereto as Exhibit “23.”

24.  Disclosure Statement Describing Debtors’ Chapter 11 Plan of Liquidated (Dated
September 3, 2019). [Bankruptcy Docket No. 2994]. A true and correct copy is attached hereto
as Exhibit “24.”

25.  Emergency Motion for (I) Issuance of an Order to Show Cause Why Strategic
Global Management, Inc. Failed to Close the Sale Transaction by December 5, 2019, and (Il)
Entry of an Order Enforcing Prior Court Orders Requiring Strategic Global Management, Inc. to
Close the Sale Transaction by December 5, 2019 [Bankruptcy Docket No. 3773]. A true and
correct copy is attached hereto as Exhibit “25.”

26.  Debtors' Emergency Motion for Authorization to Close St. Vincent Medical Center
[Bankruptcy Docket No. 3906]. A true and correct copy is attached hereto as Exhibit “26.”

217. Order Granting Debtors' Emergency Motion For Authorization To Close St.
Vincent Medical Center [Bankruptcy Docket No. 3934]. A true and correct copy is attached
hereto as Exhibit “27.”

28.  Memorandum Of Decision Granting Debtors' Emergency Motion For
Authorization To Close St. Vincent Medical Center [Bankruptcy Docket No. 3933]. A true and
correct copy is attached hereto as Exhibit “28.”

29. California Nurses Association Objection to Debtors’ Motion under § 1113 of the

cBosdgptan. Hondesstn TV pdif)no\Refectbabed of ermiaate Wetain Terms of California Nurses
Association’s Collective Bargaining Agreement with O’Connor Hospital and Saint Louise
Hospital. [Bankruptcy Docket No. 1269]. A true and correct copy is attached hereto as Exhibit
“29.”
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Main Documein

SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com

SAM J. ALBERTS (admitted pro hac vice)
sam.alberts(@dentons.com

SONIA R. MARTIN (Bar No. 191148)
sonia.martin@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

Attorneys for the Chapter 11 Debtors and
Debtors In Possession

In re

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

Debtors and Debtors In Possession.
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] Affects All Debtors

Affects Verity Health System of California, Inc.

L] Affects O’Connor Hospital

L] Affects Saint Louise Regional Hospital

Affects St. Francis Medical Center

Affects St. Vincent Medical Center

Affects Seton Medical Center

L] Affects O’Connor Hospital Foundation

L] Affects Saint Louise Regional Hospital
Foundation

L] Affects St. Francis Medical Center of Lynwood
Foundation

L] Affects St. Vincent Foundation

Affects St. Vincent Dialysis Center, Inc.

L] Affects Seton Medical Center Foundation

L] Affects Verity Business Services

L] Affects Verity Medical Foundation

Affects Verity Holdings, LLC

Affects De Paul Ventures, LLC

[J Affects De Paul Ventures - San Jose ASC, LLC

Debtors and Debtors In Possession.

US_Active\114496827\V-15

UNITED STATES BANKRUPTCY COURT
FOR THE CENTRAL DISTRICT OF CALIFORNIA -
LOS ANGELES DIVISION

Lead Bankruptcy 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
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

Adversary No. 2:20-ap-01051-ER

NOTICE OF DEBTORS’ MOTION AND
MOTION TO DISMISS COMPLAINT
UNDER RULE 12(b), WITH PREJUDICE

Hearing Date and Time:
Date: May 6, 2020
Time: 10:00 a.m.
Place: Courtroom 1568
255 E. Temple St.
Los Angeles, CA 90012

1820151200407000000000003
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CALIFORNIA NURSES ASSOCIATION (CNA)
Plaintiff,

V.

VERITY HEALTH SYSTEMS OF CALIFORNIA,
INC., a California Corporation; ST. FRANCIS
MEDICAL CENTER, an Affiliate; ST. VINCENT
MEDICAL CENTER, an Affiliate; SETON
MEDICAL CENTER, an Affiliate; ST. FRANCIS
MEDICAL CENTER OF LYNWOOD, an
Affiliate; ST. VINCENT DIALYSIS CENTER,
INC., an Affiliate; VERITY HOLDINGS, LLC, an
Affiliate; DEPAUL VENTURES, LLC, an
Affiliate; RICHARD ADCOCK, an Individual;
STEVEN SHARRER, an Individual, and DOES 1
through 500,

Defendants.

US_Active\114496827\V-15
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PLEASE TAKE NOTICE that Verity Health System of California, Inc., Seton Medical
Center, St. Vincent Medical Center, St. Vincent Dialysis Center, Inc., St. Francis Medical Center,

Verity Holdings, LLC and DePaul Ventures, LLC (collectively, the “Institutional Defendants™),

eight of seventeen debtors (collectively, the “Debtors™), in the above-captioned Chapter 11
bankruptcy cases (the “Cases”), hereby move (the “Motion”) for entry of an order, pursuant to
Federal Rule of Civil Procedure 12(b)(6) incorporated by Federal Rule of Bankruptcy Procedure
7012(b), dismissing the complaint in the above-captioned adversary proceeding (the “Adversary
Proceeding”) commenced by the California Nurses Association.

PLEASE TAKE FURTHER NOTICE that this Motion is based on this Notice and
Motion, the attached Memorandum of Points and Authorities, and the concurrently filed Request
for Judicial Notice, the arguments of counsel and other admissible evidence properly brought
before the United States Bankruptcy Court for the Central District of California (the “Bankruptcy
Court”) at or before the hearing on this Motion, if any.

PLEASE TAKE FURTHER NOTICE that, pursuant to Local Bankruptcy Rule 9013-
1(f), any party opposing or responding to the Motion must file a response (the “Response”) with
the Bankruptcy Court and serve a copy of it upon the moving party and the United States Trustee
not later than 14 days before the date designated for the hearing. A Response must be a complete
written statement of all reasons in opposition to the Motion or in support, declarations and copies
of all evidence on which the responding party intends to rely, and any responding memorandum
of points and authorities.

PLEASE TAKE FURTHER NOTICE that, pursuant to Local Bankruptcy Rule 9013-
1(h), the failure to file and serve a timely a Response to the Motion may be deemed by the Court
to be consent to the relief requested herein.

PLEASE TAKE FURTHER NOTICE that if any Responses are filed and a hearing is
needed on the Motion, the hearing will be held on May 6, 2020 at 10:00 a.m. (prevailing Pacific
Time), at the U.S. Bankruptcy Court, 255 E. Temple Street, Los Angeles, CA 90012. Pursuant to
Amended General Order 20-02 issued by the Bankruptcy Court on April 1, 2020, all appearances

at hearings must be telephonic; the telephone conference call-in number is (866) 582-6878.The

US_Active\114496827\V-15
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1 || telephone conference call-in number is (866) 582-6878.

3 || Dated: April 6, 2020 DENTONS US LLP
SAMUEL R. MAIZEL
4 SAM J. ALBERTS
SONIA R. MARTIN

5 TANIA M. MOYRON

6
By__ /s/Tania M. Moyron
7 Tania M. Moyron

8 Attorneys for Verity Health Systems of
California, Inc., et al.

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

US_Active\114496827\V-15




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

Casep 28 iH2BRR @@@Menﬂ'gdloﬁﬁééﬁ@wcﬁmgfeﬁ&ﬁéo@/mo $Zige IDBe3a3
Main Document  Page 5 of 4
1
) TABLE OF CONTENTS
3 Page
MEMORANDUM OF POINTS AND AUTHORITIES ......ccoiiiiiiiiirieieeereeeeeeeeeee e 1
4 INTRODUCGTION ..ottt ettt ettt ettt sb et sb et sse ettt sbeebe e st e beentesbeenee 1
5 || RELIEF REQUESTED ...ttt ettt s et s een s 4
6 || JURISDICTION AND VENUE .......cccocooiiiiiiiiiiiiec s 4
STATEMENT OF FACTS ...ttt ettt sttt sttt et be e 5
’ A. General Background............cooviiiiiiiieiiicicie et 5
8 B. St VINCENT .ottt sttt sttt et sb et st nbe e 5
9 C. The CNA CBA And The Represented EMplOyees .........ccoccvvevieriieiiienieeieenieeies 7
D. Marketing and Sale EffOrts .........ccoooiiiiiiiiiiiiiiee e 8
10 E. The Failed SGM Sale ......cocuiiiiiiiiiiiiiiee e 8
L1l ARGUMENT ...ttt 22
12 A. Neither the WARN Act nor the California WARN Act Applies to
Defendants as Liquidating Fiduciaries..........cccooveviieriienieeciieniecieeieeee e 23
13 B. CNA Fails to State Claims for Intentional and Negligent Misrepresentation........ 25
14 1. CNA Lacks Associational Standing to Assert the Intentional and
Negligent Misrepresentation Claims..........ccceccvevieeiiienieniieenienie e 26
15 2. CNA’s Claim for Intentional Misrepresentation Fails...........c.cccccveeenneennee. 27
16 a. CNA Fails To Allege An Intentional Misrepresentation ............... 28
17 b. CNA Fails To Allege a Concealment of a Material Fact............... 29
18 c. CNA Fails To Allege Reasonable Reliance............ccccceeveeiiennnnne. 31
3. CNA’s Claim for Negligent Misrepresentation Fails ...........cccceeeveennenns 32
19 C. Dismissal Should Be With Prejudice.........cccveviiieeiiiiniiieciie e 33
20 D. CNA’s Motion for Withdrawal of the Reference Does Not Preempt
21 Resolution of This MOtION ........coiuiiiiiiiiiiiiiceee e 33
RESERVATION OF RIGHTS ..ottt et ae s 34
22 || CONCLUSION .......ooomiierieeeesessesse st sss st 34
23
24
25
26
27
28
;
US_Active\114496827\V-15




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

Cadsp 282 e @@@Menﬂ'gdloﬁﬁééﬁ@a(ﬁmgfeﬁ&ﬁéoﬁ/mo $Zige IDRes3a4
Main Document  Page 6 of 4
1
5 TABLE OF AUTHORITIES
3 Page(s)
4 Cases
5 In re 800Ideas.com, Inc.,
496 B.R. 165 (B.AP. 9th Cir. 2013).c.eceieiiiieieeieteeeeeee ettt 15
6
All. Mortg. Co. v. Rothwell,
7 10 Cal. 4th 1226 (1995) .ottt sttt sttt ettt 30
8 || Am. Diabetes Ass’n v. United States Dep’t of the Army,
9 938 F.3d 1147 (9th Cir. 2019) ...ttt st 26
10 Balistreri v. Pacifica Police Dep t,
901 F.2d 696 (9th Cir. 1990).....cciiiiiiiiiieiieieeee ettt st 22
11
Bhd. of Teamsters & Auto Truck Drivers v. Unemployment Ins. Appeals Bd.,
12 190 Cal. APP. 3d 1515 (1987) ittt 26
13 || In re Century City Doctors Hosp., LLC,
BAP No. CC-09-1235-MkJaD, 2010 WL 6452903 (B.A.P. 9th Cir. Oct. 29,
14 D00 oo eeeeeeeee oo eeeeeeee e eeeeeee e eee e eee e eeeeeenen 22,23, 24
15 Cervantes v. Countrywide Home Loans, Inc.,
16 656 F.3d 1034 (9th Cir. 20T 1) ueieieeieie ettt ettt ettt st 22
17 || Chauffeurs, Sales Drivers, Warehousemen & Helpers Union Local 572 v. Weslock
Corp.,
18 66 F.3d 241 (9th Cir. 1995) ...ttt s 23,24
19 Earlywine v. USAA Life Ins. Co.,
20 No. 3:17-CV-328-CAB-NLS, 2017 WL 2733939 (S.D. Cal. June 23, 2017) ..ccccecverervuenrennene 32
21 || Estrada v. Salyer Am.,
No. C 09-05618 JW, 2010 WL 11580074 (N.D. Cal. Mar. 31, 2010)......ccccevuerienerrennnnnee 24,25
22
GemCap Lending I, LLC v. Quarles & Brady, LLP,
23 787 F. App’X 369 (9th Cir. 2019) .eeeiiiiiiiieiieeieeeee ettt 27,29
24 || GemCap Lending, LLC v. Quarles & Brady, LLP,
)5 269 F. Supp. 3d 1007 (C.D. Cal. 2017).cueiieieeiieiieieeieenieeeset ettt 27
26 Guido v. Koopman,
1 Cal. APP. 4th 837 (1991t t et a e 31
27
Hadley v. Kellogg Sales Co.,
28 243 F. Supp. 3d 1074 (N.D. Cal. 2017) coueeieieieiieieeiesieeeseeeetee ettt 28
i
US_Active\114496827\V-15




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

Ca6R 28RS @@@Menﬂ'gdloﬁﬂééﬁ@wcﬁmgfeﬁ&ﬁéo@/mo pitige IDLResas

Main Document  Page 7 of 4

L || Hunt v. Washington State Apple Advert. Comm'n,

5 A32 U.S. 333 (1977 ettt et et e e et e e e et e e e e e e nraeeanes 26
3 L.A. Mem’l Coliseum Com. v. Insomniac, Inc.,
233 Cal. APP. 4th 803 (2015)...iiiuiieiieeie ettt ettt ettt ste et e seeeabeebeesnseenneens 27
4
Lake Mohave Boat Owners Ass’n v. Nat’l Park Serv.,
5 T8 F.3d 1360 (9th Cir. 1995) .. .uiiiiiiieeeeeee ettt e et e e aae e eanee s 26

6 || Land v. Gonsalves,
. 281 F.R.D. 444 (E.D. Cal. 2012) .eiioieieeiee ettt ettt ettt eaae e 27

Livermore v. Wells Fargo Bank,

8 Case No. 17-cv-03347-BLF, 2017 WL 6513649 (N.D. Cal. Dec. 20, 2017) ..ccceevveereeiienannns 27
? Lopez v. Nissan N. Am., Inc.,
10 201 Cal. APP. 4th 572 (201 1) cueiiieiieiieeie ettt ettt et ste et e saeesbeebeessneenseens 32
11 || Lujan v. Defs. of Wildlife,
504 ULS. 555 (1992) .ttt ettt ettt 25
12
In re MF Glob. Holdings Ltd.,
13 481 B.R. 268 (BanKr. S.DN.Y. 2012) oovoeooeeeoeeeeeeeeeeeee oo 25
14 Oushana v. Lowe’s Home Ctrs., LLC,
15 No. 1:16-cv-01782-AWI-SAB, 2017 WL 2417198 (E.D. Cal. June 5, 2017)....ccccecvervrennennee. 32
16 || Punian v. Gillette Co.,
No. 14-CV-05028-LHK, 2016 WL 1029607 (N.D. Cal. Mar. 15, 2016) ......cceeeveevverreanrnnen. 28
17
Reading v. Brown,
18 39T ULS. 471 (1968) coreeeeeeeeeeeeeee e eeee e eees e eses e e e e e seeeeseeseseeeseeeeeeseseeee e eseeseeeeeeeeeee 25
191 11 re Resource Tech. Corp.,
20 662 F.3d 472 (Tth Cir. 201 1) ueieeiiiiieieee ettt ettt e eneeaee e 25
21 | SEIU, Local 721 v. Cty. of Riverside,
No. EDCV 09-00561-VAP, 2011 WL 1599610 (C.D. Cal. Apr. 27, 2011) .cceevveeieirannennee. 26
22
United Bhd. of Carpenters & Joiners of Am. v. Metal Trades Dep't,
23 No. 11-CV-5159-TOR, 2012 WL 3817789 (E.D. Wash. Sep. 4, 2012) ....ccceeevevrierierrrerenne 26
24\ 1y re United Healthcare Sys., Inc.,
25 200 F.3d 170 (BA Cir. 1999).....iiiieieee ettt ettt et sttt et ebeesnaeenneens 24
26 United States v. Ritchie,
342 F.3d 903 (9th Cir. 2003)...ccuiieiieiieeiieeieeeite ettt ettt eseesateebeesteessaeenseessaesnseenseenens 22
27
28
il

US_Active\114496827\V-15




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

Ca6R 28RS @@@Menﬂ'gdloﬁﬂééﬁ@wcﬁmgfeﬁ&ﬁéo@/mo pitige D346

Main Document  Page 8 of 4

L || United Union of Roofers, Waterproofers, & Allied Trades No. 40 v. Ins. Corp. of

Am.,
2 919 F.2d 1398 (9th Cir. 1990)......ciiuieiieieieeeeete ettt ettt st 26
3 Vess v. Ciba—Geigy Corp. USA,
4 317 F.3d 1097 (9th Cir. 2003)...ceeeiieieeieie ettt ettt sttt et eee e ese e sseenees 27
5 || Warth v. Seldin,

422 U.S. 490 (1975) ettt ettt ettt ettt e bt et esbeenteeaeebeestesseenaesneenseeneenees 25
6

Wilson v. Century 21 Great W. Realty,

7 15 Cal. APP. 4th 298 (1993t sttt et ae et es 33
8 Yamauchi v. Cotterman,
9 84 F. Supp. 3d 993 (N.D. Cal. 2015) .eooiieiieieieeeetee ettt 27

10 || Statutes

11 || 11 US.C.

G0 L0 m153 it e 1,4
12 8 B03(E) ettt 12, 13
13 § S03(D)(1)(A)(1)=(I1) ceuvrreerrreerieeereeeeiee e et e eere e et e ete e e e teeeeareeeeaeeeeaeeesaseeessseeensseesnseeeanseeesseeennes 2

§ 507(Q)(4) ANA (5) <. vvienriit ettt ettt ettt e s e e e e e e e aa e e e e e e s baeeabeeenaeeenneeenns 2
14

28 U.S.C.

15 S 157 ANA 1334 .. oottt ete e e etreeenes 4

§ IST(D)(2)(B) cuveeeeeieeetie ettt ettt et et e e et e b e e e ae e e e ba e e abeeeaaeeeraeeanraeennns 4
16 §8 TA0B ANA 1409 ...t e e e et e e et e e e et e e et e e ereeeeareeeanes 4
17 1 29 Us.C.
13 § 158(A)(5) uvreteeiuieeieeeee ettt ettt ettt e et e et e et e et et e e e e tt e tb e e ta e tbeenbe e taeebeebeeetaeebeeraaenreereas 27

§ 2T0T(A)(1)reeeurieeiee ettt ettt ettt et et e et e e eta e e ta e e eta e e e abe e e abeeeareeereeeetraeeabeeeraaens 23
19 § 2T02(Q) weuveereeeeie ettt ettt ettt e b e e te e e b e e tteerbe e aaeeaaeenbe e taeebeebeeetaeenbaeeraaenseereas 22
20 || California Corporations Code § 5914 ......ooviiiiiiieieee ettt st et 8
21 || California Labor Code §140T(Q) ...cccuieeiireriiieeeiieeiieeeiteeetee et e ettt e e reeesreeseaaeesaaeesseeessseeensseeennes 22
22 || California Labor Code §1400, €f. SEq. .....ocoeveveeeeeeeeeeeeeeeeeeeeeeeeeeeeeese e sseen 3,22,23,24
23 || Internal Revenue Code NI T 0B L) 1S ) USRS 5
24 National Labor Relations Act
25 R ) TSRS passim
26
27
28

iii

US_Active\114496827\V-15




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

C:S%:@SlL 228vap282053ER I:Qfé@nih%nt Kited O#IM&/OE/QKW%@@/Q@’%@M Ratfe 7

Main Document  Page 9 of

1 || Rules
2 || Federal Rule of Bankruptcy Procedures S0T1(C) ..cuiiriiiiiiieiiieiiesieeieeeee et 36
3 || Federal Rule of Bankruptcy Procedure 7012(D) ..ccveveeveeeeiieeieeeeee et 1,4,21

Federal Rules of Civil Procedure
5 (D) ettt et ettt ettt e et e te et e et eete et e eteebe et e te et e eteebeerbeereeseeaeenras 30
L2(D)(0) vttt ettt ettt et ettt et e e ta e e e eteeeaaeereennes 1,2,4,21

Other Authorities
11 California Code of Regulations § 999.5........ooiiiiiiieeeee et 8
20 CFR § 0391 ..ottt ettt sttt a e bt et e a e et ene et e e ne e bt enteene e teeneeteenee e 32

10 54 Fed. Reg. 16,045 (1989).....u ittt 24

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

v
US_Active\114496827\V-15




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

C:S?s;r(?ﬁlL 228vap282053ER I?Qfé@nih%nt Fited O#IM&/OE/QW%@@/Q@/%@ZQ Rfe eSS

Main Document  Page 10 of

1 MEMORANDUM OF POINTS AND AUTHORITIES

2 Verity Health System of California, Inc. (“VHS”), Seton Medical Center (“SMC”), St.
3 || Vincent Medical Center (“SVMC”), St. Vincent Dialysis Center, Inc. (“SVDC”), St. Francis
4 || Medical Center (“SFMC”), Verity Holdings, LLC (“Holdings”) and DePaul Ventures, LLC
5 || (“DePaul,” and collectively with VHS, SMC, SVMC, SVDC, SFMC, and Holdings, the

6 || “Institutional Defendants™), eight of seventeen debtors (collectively, the “Debtors”) in the above-
7

captioned cases (the “Chapter 11 Cases”) proceeding under chapter 11 of title 11 of the United

8 || States Code, 11 U.S.C. §§ 101, et seq. (the “Bankruptcy Code™),! hereby move (the “Motion”) for

9 || entry of an order, pursuant to Federal Rule of Civil Procedure (“Civil Rules”) 12(b)(6)
10 || incorporated by Rule 7012(b) of the Federal Rules of Bankruptcy Procedure (“Bankruptcy
11 || Rules”), dismissing the complaint in the above-captioned adversary proceeding (the “Complaint”

12 || or “Adversary Proceeding”) commenced by the California Nurses Association (“Plaintiff” or

13 || “CNA”), and as more fully set forth in the below Memorandum of Points and Authorities, and
14 || further supported by a joinder to the Motion filed separately by the individual defendants, Richard

15 || G. Adcock, Steven Sharrer and Does 1-500 (the “Individual Defendants™), assert as follows:

16 L
17 INTRODUCTION
18 After the public refusal of Strategic Global Management, Inc. (“SGM”) to close the

19 || acquisition of the Debtors’ remaining hospital facilities in December 2019, the Debtors were
20 || compelled to pursue and take alternative actions and transactions. Among the most immediate
21 || actions was the closure approved by this Court in early January 2020 of SVMC and its on-campus
22 || dialysis center, SVDC (collectively, “St. Vincent”), a facility that had lost approximately $65
23 || million in 2019 alone.

24 Throughout this process, CNA received notice of all pleadings,” actively participated in
25
26 ! Unless specified otherwise, all chapter, “§” and section references are to the Bankruptcy Code,

and all “Bankruptcy Rule” references are to the Federal Rules of Bankruptcy Procedure.

270 - CNA filed a Notice of Appearance in the Bankruptcy Court on September 17, 2018, and has

78 || been receiving ECF service of all filings since then. See Request for Judicial Notice (“RIN”), Ex.

1, Notice of Appearance and Request for Special Notice and Inclusion on Mailing List [Docket
1
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both its individual capacity as representative of nurses at St. Vincent (and other existing and
previously Debtor-owned facilities) and as a member of the Official Committee of Unsecured
Creditors (the “Committee”)’ in the Chapter 11 Cases, and was at all times aware of the potential
closure of St. Vincent. CNA received notice of St. Vincent’s potential closure through various
pleadings filed during 2019 and notice of the motion to close St. Vincent in January 2020, which
CNA actively opposed. See RIN, Ex. 29, Opposition to Debtors’ Emergency Motion for
Authorization to Close St. Vincent Medical Center, filed January 7, 2020 [Docket No. 3914]

(“CNA Closure Objection”). It is also indisputable that upon St. Vincent’s closure, CNA-

represented nurses received payment of all remaining wages for the period worked and unused
administrative and priority period allowable paid time off (“PTO”).*

After St. Vincent’s closure, the Debtors engaged in bargaining with CNA and another
union (“SEIU-UHW”) in order to terminate or otherwise modify the operative collective
bargaining agreements (“CBAs”) and to resolve claims associated with the closure of St. Vincent.
Those discussions resulted in a settlement with SEIU-UHW that was approved by this Court on
an expedited basis. See RIN, Ex. 3, [Docket No. 4340].)°

In contrast to SEIU-UHW, CNA commenced this Adversary Proceeding, which seeks
relief under four counts. The first two counts are asserted under the Federal Worker Adjustment
and Retraining Notification Act, 29 U.S.C. §§ 2101 et seq. (the “WARN Act”) and the California
WARN Act, California Labor Code §§ 1400-1408 (“Cal-WARN Act”, and collectively with the

WARN Act, the “WARN Acts”) (Count I and Count II, respectively) against the Institutional

No. 200.] CNA has also filed a proof of claim in the Bankruptcy Cases against the Debtors. See
RIN 4, [Docket No. 3604].

3 See RIN, Ex. 2, Notice of Appointment of Committee of Creditors Holding Unsecured Claims
[Docket No. 197, Exhibit A].

4 Allowed priority wage and benefits claims are subject to the statutory priority cap under

§ 507(a)(4) and (5).
> A full list of exhibits is provided in the Defendants’ Request for Judicial Notice in Support of

Their Motion to Dismiss Complaint Under Rule 12(b)(6), with Prejudice, filed
contemporaneously herewith. All citations to exhibits are with reference thereto.
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Defendants.  The remaining counts seek claims of “Intentional Misrepresentation by
Concealment” and “Negligent Misrepresentation” (Count III and Count IV, respectively) against
the Institutional Defendants, as well as two corporate individuals—Richard G. Adcock (Chief
Executive Officer for VHS) and Steven Sharrer, Chief Human Resources Officer for VHS—and
unnamed individuals labeled DOES 1 - 500. For damages, CNA seeks “civil penalties” (under
the WARN Act), as well as “compensatory damages, including lost wages and employment

29 6

benefits,” “damages for mental pain and anguish and emotional distress,” “punitive damages,”
“interest” and “[t]reatment of all damages as first priority administrative expenses pursuant to 11
U.S.C. § 503(b)(1)(A)(1)-(i1)” (Compl., 9 119-22, 124-25). Such damages, which CNA seeks to
have treated as “administrative” while unspecified in amount, undoubtedly exceed any unpaid
administrative and priority severance claims CNA had previously agreed should be treated under
an accrual method of calculation, with administrative and priority amounts paid after plan
confirmation. See RIN, Ex. 4, Debtors’ Omnibus Motion for Approval of 1) Settlement
Agreements with Labor Unions, 2) Assumption and Assignment of Modified Collective
Bargaining Agreements to SGM, 3) Termination of Retiree Healthcare Benefits and 4) Related
Relief [Docket No. 3604, 9 39].°

Leaving aside CNA’s blatant attempt, yet again, to elevate and expand what constitutes an
administrative claim, while simultaneously seeking to punish Defendants for taking necessary

actions to mitigate SGM’s failure to close, none of the Counts have merit and each should be

dismissed with prejudice.” CNA’s WARN Act claims fail for several reasons; although for the

® That settlement was reached in connection with the CBA modification and assignment to SGM.
By its terms, that settlement was rendered null and void by SGM’s failure to close the sale
transaction. See RIN, Ex. 4 [Docket No. 3604, Ex. 1, q 12] (“Terms of this Agreement shall be
null and void in the event that 1) the Sale does not close[.]”) Although the settlement was
rendered void, no agreement has been reached to accelerate the payment of administrative or
priority severance prior to any plan effective date.

7 CNA objected to the Wage Motion (defined herein)—notwithstanding the fact that the Debtors
unilaterally agreed to pay more than a million dollars in post-petition accruing pension
contributions for active and unfrozen CNA-represented employees in 2018-2019—because the
Wage Motion did not also seek to pay pre-petition pension related contributions. See RIN, Ex. 56
[Docket No. 223].
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purposes of this Motion, the Defendants focus on one: due to the emergency closure of St.
Vincent, the Institutional Defendants constitute a “liquidating fiduciary” and are not employers
for purposes of the WARN Acts. The record before this Court provides all evidence necessary to
support this defense and, as such, Counts I and II should be dismissed with prejudice.

Likewise, the claims against the Institutional and Individual Defendants for alleged
“intentional” and “negligent” misrepresentation (Counts III and IV) are devoid of color and
should be dismissed with prejudice for at least two reasons. First, CNA lacks associational
standing to assert the intentional and negligent misrepresentation claims. Second, CNA fails to
allege the requisite elements to support either intentional misrepresentation or negligent
misrepresentation.

Further, it should be noted that although CNA has filed a motion in the District Court
seeking to withdraw the reference of this Adversary Proceeding, no stay has been sought, let
alone granted, and accordingly nothing prohibits this Court from making a determination of this
Motion.

For these and other reasons, the Court should dismiss the Adversary Proceeding, with
prejudice.

II.
RELIEF REQUESTED

By this Motion, Defendants request entry of an Order dismissing the Adversary
Proceeding filed by CNA with prejudice, on the basis that the Complaint fails to state a claim
upon which relief can be granted.

I11.
JURISDICTION AND VENUE

This Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and 1334. This
is a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(B). Venue is proper in this Court pursuant
to 28 U.S.C. §§ 1408 and 1409.

The statutory predicate for the relief requested herein is Civil Rule 12(b)(6), as made

applicable to adversary proceedings in bankruptcy courts by operation of Bankruptcy Rule
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7012(b).
IV.
STATEMENT OF FACTS
A. General Background
I. On August 31, 2018 (the “Petition Date”), the Debtors each filed a voluntary

petition for relief under chapter 11 of the Bankruptcy Code.

2. Debtor VHS, a California nonprofit public benefit corporation, is the sole
corporate member of the other Debtor California nonprofit public benefit corporations that
operated acute care hospitals and other facilities in the state of California. See RIN, Ex. 5,

Declaration of Richard G. Adcock in Support of Emergency First-Day Motions [Docket No. 8]

(the “First-Day Decl.”), § 11.

3. From the outset of the Chapter 11 Cases, the Debtors emphasized that their
vulnerable condition, caused by years of inherited legacy liabilities and generous employee
benefits, state law demands and reimbursement and operational difficulties, necessitated the
bankruptcy filing and the objective to transfer the hospitals as operating entities. /d. at 4 96-110,
139.

4. The Debtors incorporate the First-Day Decl. for further general background.

B. St. Vincent

5. SVMC was founded as the first hospital in Los Angeles in 1856. Id. at § 34. In
1971, a new facility was constructed at the Hospital’s current location at 2131 West Third Street,
Los Angeles, CA 90057. Id. The Hospital expanded to a 366 licensed bed, regional acute care,
tertiary referral facility, specializing in cardiac care, cancer care, total joint and spine care, and
multi-organ transplant services. Id. The Hospital served both local residents and residents from
Los Angeles, San Bernardino, Riverside, and Orange Counties. Id. SVMC provided medical
care for both inpatients (i.e., patients who remain in the hospital for more than 24 hours) and
outpatients (i.e., patients who receive outpatient services, such as MRIs). Id. SVMC owns real

property commonly known as: (i) 2131 W 3rd Street, Los Angeles, CA 90057, including the

US_Active\114496827\V-15




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

Cé%@SlL 228vap282053ER I:Qféﬁrh%nt Fited O#IM&IOE/QW%@@/Q@%@M Rfe 853

Main Document  Page 15 of

1 || hospital and all of the facilities located thereon; and (ii) vacant land in Salton Sea, California. Id.
2 || at923.
3 6. SVMC’s campus had a dialysis center, SVDC, where SVMC'’s kidney disease
4 || patients received dialysis services, including hemodialysis and isolated ultrafiltration treatments
5 || as part of SVMC’s end-stage renal disease program. Id. at 9§ 36. SVMC and SVDC had separate
6 || corporate identities, and SVMC was the sole corporate member of SVDC. Id. Both SVMC and
7 || SVDC were exempt from federal income taxation as an organization described in § 501(c)(3) of
8 || the Internal Revenue Code of 1986. Id. at  21.
9 7. As of the Petition Date, St. Vincent employed approximately 1,099 employees, of
10 || which 897 were full time, 42 were part time, and 160 were per diem. Id. at 9 59(f).
11 8. St. Vincent had consistently lost money for many years due to, among other
12 || things, unfavorable payor contracts, rising health care costs, high pension obligations and certain
13 || requirements imposed on SVMC by the Attorney General for the State of California (the

14 || “Attorney General”). See id. at Y 95, 99. SVMC was also dramatically under-invested in

15 || structural improvements necessary to meet California’s state-mandated seismic and clean energy
16 || requirements. /d.

17 9. While the Debtors collectively have a poor financial history, St. Vincent was
18 || particularly troubled. See RIN, Ex. 44, Declaration of Peter C. Chadwick in Support of Debtors’
19 || Emergency Motion to Authorization to Close St. Vincent Medical Center [Docket No. 3906], 9 6.
20 || On the Petition Date, although SVMC accounted for approximately only 23% of the patient
21 || volume of the entire Verity Health System, the hospital accounted for approximately 60% of the
22 || operating losses. Id. Before closing SVMC, the Debtors projected continuing operating losses by
23 || SVMC. Relevant reported financial statements reflect that, in fiscal year 2019 (ended June 30,
24 || 2019), it lost approximately $65 million, which was an 18% and 103% increase over the fiscal
25 || years 2018 and 2017, respectively. Id. at q 8.

26
27
28
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C. The CNA CBA And The Represented Emplovees

9. CNA represents employees at St. Vincent under a collective bargaining agreement.
See RIN, Ex. 4, [Docket No. 3604].% In addition to St. Vincent, CNA represents employees at
SMC and previously represented employees at Saint Louise Regional Hospital and O’Connor
Hospital (the latter two having been sold to Santa Clara County). Additionally, Defendants
Holdings and DePaul have no employees and CNA has not at any relevant time represented
employees at Defendant SFMC. See RIN, Ex. 4, [Docket No. 3604] (referencing Debtor facilities
where CNA has represented employees).

10. On the Petition Date, the Debtors filed their 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 (I1I)
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 [Docket No. 22] (the “Wage Motion™), which requested authority
to pay priority employee claims and to pay employees in the ordinary course of business for post-
petition work. See RIN, Ex. 6. On October 22, 2018, this Court granted the Wage Motion® and
authorized the payment of priority and administrative wage and benefit claims, including for

union-represented employees. '°

$ In addition, CNA is party to other collective bargaining agreements with the Debtors, including
a collective bargaining agreement with SMC, and a “Master” collective bargaining agreement
with SMC and St. Vincent. /d.

% See Final Order Granting the [Debtors’] 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 [Docket No. 612]; and concurrently issued Memorandum of Decision
(1) Overruling Objections to the (A) Prepetition Wages Motion and (B) Financing Motions and
(2) Denying Motion for Reconsideration of the Final Financing Order [Docket No. 614]
(together, the “Wage Order”). See RIN, Exs. 7 & 8.

10" Unlike other labor unions, whose benefit accruals under certain defined pension plans were
frozen as a function of the Wage Order, CNA continued to accrue new benefits under a large
multiemployer pension plan (the RPHE), into which the Debtors received authority to make
payments under a specified budget. [Docket No. 614, § 1. B.].

7
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D. Marketing and Sale Efforts

11.  Prior to the Petition Date, the Debtors engaged in substantial efforts to market and
solicit interest in their assets (collectively, the “Assets”). See RIN, Ex. 9, Declaration of James
M. Moloney in Support of the Debtors’ Memorandum in Support of Entry of an Order: (A)
Authorizing the Sale of Property 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. 2220] (the “Moloney Sale Decl.”), at q 4.

12. As part of these prepetition efforts, the Debtors engaged Cain Brothers, a division
of KeyBanc Capital Markets (“Cain”), to assist in identifying potential buyers of some or all of
the Assets and commenced discussions with those potential buyers. /d. at 4 1, 4. I n that initial
marketing process, Cain contacted more than 100 potential partners to evaluate their interest in
exploring a transaction involving some or all of the Assets. Id. at 4. By August 2018, as a
result of its ongoing and broad marketing process, Cain received 11 “Indications of Interest” from
potential buyers of some or all of the Assets. Id.

13. Post-petition, the Debtors effectuated a sale of certain Assets to Santa Clara
County, which was approved by this Court on December 27, 2018. See RIN, Ex. 10, [Docket No.
1153]. Thereafter, SGM emerged as a leading potential candidate to be selected as the stalking
horse bidder for the Debtors’ remaining Assets. Moloney Sale Decl. at 6.

E. The Failed SGM Sale

14.  The Debtors selected SGM as the stalking horse bidder (the “Stalking Horse

Bidder”) for substantially all of the Debtors’ remaining Assets, including SVMC, and requested

approval of the same (the “Sale and Bidding Procedures Motion”). See RIN, Ex. 59, [Docket No.

1279] at q 22. On February 19, 2019, the Court held a hearing on the Sale and Bidding
Procedures Motion and thereafter entered an order approving the Sale and Bidding Procedures

Motion (the “Bidding Procedures Order”). See RIN, Ex. 11, [Docket No. 1572]. SGM served as

the Stalking Horse Bidder under the terms of the Bidding Procedures Order. The Bidding
Procedures Order also approved that certain asset purchase agreement [Docket No. 2305-1] (the

“APA”) as modified therein. See RIN, Ex. 12.
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1 15. On May 2, 2019, after briefing and a hearing, the Court entered the Order (4)
2 || Authorizing The Sale Of Certain Of The Debtors’ Assets To Strategic Global Management, Inc.
3 || Free And Clear Of Liens, Claims, Encumbrances, And Other Interests;, (B) Approving The
4 || Assumption And Assignment Of An Unexpired Lease Related Thereto;, And (C) Granting Related
5 || Relief [Docket No. 2306] (the “Sale Order”), approving the sale to SGM pursuant to the APA (the
6 || “SGM Sale”). See RIN, Ex. 13.

7 16.  One of the conditions to closing under the APA was (i) the approval by the
8 || Attorney General, pursuant to California Corporations Code § 5914 and title 11 of the California
9 || Code of Regulations, § 999.5, and (ii) that the Attorney General did not impose any conditions

10 || that were “materially different” that those set forth in Schedule 8.6 to the APA. APA, § 8.6.

11 || Under Section 8.6 of the APA, the APA also provided that SGM “shall reasonably cooperate in

12 || any efforts to render the Supplemental Sale Order a final, non-appealable order.” Id.

13 17.  In anticipation of the SGM Sale, on August 12, 2019, the Debtors sent a notice

14 || under the WARN Act (generally, a “WARN Notice”) to CNA and each of its members (the

15 || “August 12, 2019 Notice”) (Compl., Ex. 1) stating in relevant part:

16 This notice is being issued to you under the Worker Adjustment
and Retraining Notification Act, 29 U.S.C. §§2101 et seq. (the

17 “WARN Act”) and the California WARN Act, California Labor

18 Code §§1400-1408 (“Cal-WARN Act”). The purpose of this notice
is to inform you of the sale of St. Vincent Medical Center, located

19 at 2131 West Third Street, Los Angeles, CA 90057 and St. Vincent
Dialysis Center, located at 201 S. Alvarado St., Los Angeles, CA

20 90057 (together, “St. Vincent”). . . .

21 On April 17, 2019, the Bankruptcy Court entered an order

oy approving the Sale.

23 In connection with the Sale, the Debtors will be separating the
employment of all of St. Vincent's employees, which may result in

24 an “employment loss” within the meaning of the WARN Act and
the Cal-WARN Act. Under the Asset Purchase Agreement between

25 the Debtors and the Purchaser, the Purchaser has agreed to make

26 offers of employment to substantially all of St. Vincent's
employees, subject to the other terms and conditions contained in

27 such Asset Purchase Agreement.

28 The closing of the Sale is subject to certain regulatory and other

9
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1 approvals and the satisfaction of certain other conditions agreed to
between the Debtors and the Purchaser. While the Debtors are

2 optimistic that the Sale will close, there is a possibility that the Sale
3 will be unsuccessful. In that event, St. Vincent may close and none

of its employees may be hired by the Purchaser. Even if the Sale
4 closes and St. Vincent remains open, employees at St. Vincent may

suffer an “employment loss” within the meaning of the WARN Act
5 and Cal-WARN Act because the Debtors will separate the

employment of all of St. Vincent's employees upon the closing of
6 the Sale. For those employees, if any, who are not hired by the
7 Purchaser, the employment loss is expected to be permanent.

8 || (Compl., Ex. 1).

9 18. The August 12, 2019 Notice explained that “[b]ased on the best information
10 || available to date, we believe the Sale and separations of employment will occur between October
11 || 18,2019 and October 31, 2019.” Id.

12 19. On September 25, 2019, the Attorney General approved the SGM Sale, subject to

13 || certain conditions that included additional conditions that were materially different than those

14 || SGM contractually agreed to in Schedule 8.6 of the APA (the “2019 Conditions”). Accordingly,
15 || the Debtors filed a motion that sought the entry of an order enforcing the Sale Order, finding that
16 || the SGM Sale was free and clear of the 2019 Conditions, and limiting the SGM Sale to only those
17 || conditions that SGM developed and then contractually agreed to in Schedule 8.6 of the APA (the

18 || “Enforcement Motion). See RIN, Ex. 14, [Docket No. 3188.] In support of the Enforcement

19 || Motion, the Debtors filed a Declaration of CEO Richard Adcock, stating that the likely outcome
20 || of SGM not closing the sale was that SVMC would likely close. See RIN, Ex. 14, [Docket No.

21 || 3188, p. 33] (“If the SGM Sale does not close, the most likely outcome is that at least three of the

22 || Hospitals will have to close.” (emphasis added)).!!

23 20. On October 15, 2019, the Court held a hearing on the Debtors’ Emergency Motion
24 || for the Entry of an Order: (I) Enforcing the Order Authorizing the Sale to Strategic Global
25 || Management, Inc; (11) Finding That the Sale is Free and Clear of Conditions Materially Different
26 || Than Those Approved by the Court; (IlI) Finding That the Attorney General Abused His

27
' CNA indisputably had actual knowledge of this filing and, indeed, specifically referenced it in

28 || its CNA Closure Objection, filed January 7, 2020 [Docket No. 3914, p. 3]. See RIN, Ex. 29.

10
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Discretion in Imposing Conditions on That Sale; and (IV) Granting Related Relief. See RIN, Ex.
14, [Docket No. 3188, filed September 30, 2019]. Counsel for CNA appeared at the hearing,
during which the Court underscored the significance of the SGM Sale and the consequences to

employees if the SGM Sale fell through:

Ms. Skogstad: Good Morning, your Honor. Kyrsten Skogstad, in-
house counsel, on behalf of the California Nurses Association.

%k * *

The Court: . . . This is the culmination of this case. We have at
some point a plan and disclosure statement hearing, but all of that
posits that we have a sale of the assets of this case. If we don't, it
makes no sense to have a plan and disclosure statement. So this is
the day and this is the hour. The sale is the linchpin of the plan.
So, without a sale, there's no point to going forward, and I reiterate
that because I'm not sure if all of the participants at this morning's
hearing fully appreciate what that means. If we don't have a plan
and disclosure statement that can be approved by the Court, then,
on the Court's own motion, or on a motion of an interested party,
the Court may dismiss the case, in which case I think that that
would spell a disaster for every party that is represented here this
morning.

%k % *

More importantly, throughout another set of hearings with respect
to a sale to some other entity, with all of the time that would be
occasioned by that, there is no money to fund the continued
operations of the Debtor, which would inure to the detriment of
thousands of patients, thousands of employees, and not to mention
the creditors in the case.

See RIN, Ex. 15 (Oct. 15,2019 Hr’g Tr. at 1:23-25, 4:15-5: 4, 6:15-21) (emphasis added).

21. In light of the status of the SGM Sale transaction, on October 23, 2019, the
Debtors issued a WARN extension notice (“October 23, 2019 Notice) (Compl., Ex. 2) stating, in

relevant part:

This notice is being provided in follow up to the August 12, 2019
notice you received under the Worker Adjustment and Retraining
Notification Act and the California WARN Act advising that
separations of employment would occur between October 18, 2019
and October 31, 2019.

The October 23, 2019 Notice also provided an update regarding the SGM Sale, stating:

The Agreement requires satisfaction of certain milestones to
complete the Sale. Not all of the milestones have been met.

11
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Consequently, the separations of employment must be postponed
and will not occur at the time originally anticipated. At this time,
we anticipate the Sale and separations of employment will occur
between November 17, 2019 and November 30, 2019.

We will continue to keep you apprised of any new developments
and will provide you with updated information should
circumstances change with respect to the Sale and the separations
of employment.

(Compl., Ex. 2) (emphasis added).

22. On October 23, 2019, the Court issued a Memorandum of Decision Granting the
Debtors’ Emergency Motion to Enforce the Sale Order. See RIN, Ex. 16, [Docket No. 3446]. In
the memorandum, the Court ruled for the Debtors on all issues, holding, among other things, that
the Attorney General’s conditions that were materially different than the conditions in Schedule
8.6 were not enforceable under the Bankruptcy Code and state law.

23. Thereafter, following negotiations, the Debtors and the Attorney General reached a
Stipulation Resolving “Debtors Emergency Motion for the Entry of an Order: (I) Enforcing the
Sale Order Authorizing the Sale to Strategic Global Management, Inc.; (Il) Finding That the Sale
Is Free and Clear of Conditions Materially Different Than Those Approved by the Court; (Ill)
Finding That the Attorney General Abused His Discretion in Imposing Conditions on That Sale;
and (IV) Granting Related Relief” [Docket No. 3572] and lodged a related order [Docket No.
3574]. See RIN, Exs. 17 & 18.

24. On November 11, 2019, SGM filed an objection to the proposed order, stating in

relevant part:

While SGM remains fully committed to the transaction,
fundamental to SGM’s rights as a purchaser is the protection to
which it is entitled under APA section 8.6 in the form of a clearly
and unambiguously written order which forecloses, to the extent
possible, any disputes or controversies as to SGM’s protection from
such Additional Conditions, its right not to comply with, perform or
adhere to any of the Additional Conditions, and SGM’s ability to
come to this court if there are future disputes or controversies over
the interpretation or enforcement of such order . . . .

* * *

Unfortunately, the AG’s effort to avoid the precedential effect of

12
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1 this Court’s ruling has created an unnecessarily ambiguous order
which may actually result in litigation between the AG and SGM.

2 The AG’s verbatim extraction of specific language from § 8.6,
3 while superficially appealing, is grammatically unartful. Whether
by design to obscure the outcome of the Court’s ruling or simply
4 poor draftsmanship, the end result is an order that does not do
justice to, or fairly reflects, this Court’s ruling and leaves SGM
5 open to litigation.

6 || See RIN, Ex. 19, [Docket No. 3582 at pp. 3-4] (emphasis added).

7 25. On November 14, 2019, following a hearing, the Court issued an Order Granting
8 || “Debtors Emergency Motion for the Entry of an Order: (I) Enforcing the Order Authorizing the
9 || Sale to Strategic Global Management, Inc.; (II) Finding That the Sale Is Free and Clear of

10 || Conditions Materially Different Than Those Approved by the Court; (III) Finding That the

L1 || Attorney General Abused His Discretion in Imposing Conditions on That Sale; and (IV) Granting

12 || Related Relief” (the “Enforcement Order”). See RIN, Ex. 20, [Docket No. 3611]. The

13 || Enforcement Order provided, in relevant part, that “the Additional Conditions (as defined in
14 || Section 8.6 of that certain asset purchase agreement [Docket No. 2305-1] (the ‘APA”)) were an
15 || “interest in property’ for purposes of 11 U.S.C. § 363(f). The Assets (as defined in the APA)
16 || were being sold free and clear of the Additional Conditions without the imposition of any other
17 || conditions which would adversely affect the Purchaser (as defined in the APA).” [Docket No.
18 || 3611 at q 3]. The findings in the Enforcement Order mirrored the findings required under the
19 || APA.

20 26.  APA Section 1.3 obligated SGM to close the sale “promptly but no later than ten
21 |[ (10) business days following the satisfaction” of all conditions precedent. APA, § 1.3. On
22 || November 18, 2019, the Court entered an order [Docket No. 3633] and related memorandum
23 || [Docket No. 3632] finding that: “The Debtors have complied with their obligation under the
24 || APA to obtain a final, nonappealable Supplemental Sale Order. Consequently, SGM is now
25 || obligated to promptly close the SGM Sale, provided that all other conditions to closing have been
26 || satisfied.” See RIN, Exs. 21 and 22.

27 27. The conditions to close under the APA had been satisfied, and the transaction
28 || should have promptly closed by December 5, 2019. Id. On November 18, 2019, however,

13
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SGM’s CEO, Peter Baronoff, contacted a Cain representative and stated that SGM could not
obtain sufficient financing for the transaction, contrary to Section 3.9 of the APA. See RIN, Ex.
27, [Docket No. 3644 at 9 12]. That telephone call immediately resulted in the Debtors’ request
for an order [entered at Docket No. 3646] continuing the hearing on the Debtors’ motion [Docket
No. 2995] for approval of its disclosure statement [Docket No. 2994]. See RIN, Exs. 57 & 58.
Specifically, on November 19, 2019, the Debtors filed a Motion to (A) Continue Hearing on
Motion of the Debtors for an Order Approving: (I) Proposed Disclosure Statement; (II)
Solicitation and Voting Procedures; (Ill) Notice and Objection Procedures for Confirmation of
Debtors' Plan, and (IV) Granting Related Relief; (B) Continue the Reply Deadline with Respect to
Disclosure Statement Objections, and (C) Use the November 26, 2019, 10:00 a.m. Hearing Date
for a Status Conference on This Matter. See RIN, Ex. 27, [Docket No. 3644]. The Debtors’

motion explained:

The [November 18, 2019] Order also provided that Strategic Global
Management, Inc. (“SGM”) was obligated to promptly close the
SGM sale (the “SGM Sale”), provided that all other conditions have
been satisfied. Despite the foregoing, there remains a significant
amount of uncertainty regarding the SGM sale transaction. As of
the last motion [Docket No. 3621] to continue the hearing on the
Disclosure Statement Motion, the Debtors anticipated receiving
formal correspondence from SGM that would be material to the
sale transaction. The Debtors have yet to receive the
correspondence, but have been informed that it is forthcoming.
Further, since the Orders, SGM orally communicated new
information that undermines the Debtors’ confidence in a prompt
closing of the sale.'?

Id. at p. 2 (emphasis added).
28. Given the Debtors’ understanding that the SGM Sale would not close by
November 30, 2019 as anticipated, the Debtors issued a WARN extension notice on November

25, 2019 (the “November 25, 2019 Notice) (Compl., Ex. 3). This notice informed CNA and its

members that “the separations of employment will be further postponed due to the circumstances

noted below” and explained:

12° CNA received and was aware of these filings and, indeed, specifically referenced one of them
in its CNA Closure Objection [Docket No. 3914, p. 3].

14
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The Debtors continue to work expeditiously for a prompt close of
the Sale with SGM. For example, the Debtors obtained an order
from the court regarding the Attorney General conditions and
reached a settlement with the U.S. Department of Health and
Human Services. We are notifying you that we anticipate the Sale
and separations of employment will occur between December 6,
2019 and December 19, 2019.

We will keep you apprised with respect to the Sale and the
separations of employment.

Id. (emphasis added).

29. On November 25, SGM filed a Reservation of Rights, alleging (among other
things) that “there are genuine disputes of material fact as to the [sic] whether there have been
Material Adverse Effects under the terms of the APA.” See RIN, Ex. 30, [Docket No. 3701 at p.

6]. SGM’s Reservation of Rights further stated:

On November 22, 2019, SGM, through counsel, delivered two
letters to Verity . . . In the SGM Letters, SGM notified Verity that
Verity had breached a number of material covenants,
representations, warranties and conditions, as a result of which
there had occurred and would continue to occur “Material Adverse
Effects” as that term is used throughout the APA.

* * *

[...] SGM is desirous of proceeding with the transaction reflected
in the APA. However, the significant and material issues which
have emerged and which are set forth in SGM’s Letter of
November 22, 2019, must be addressed and resolved. SGM
believes that the most effective mechanism to resolve these issues is
not to rush to Court on an expedited and profoundly unfair process.
Rather, it would be more productive for SGM to meet and confer
with Verity and the other stakeholders, including the secured
lenders and the Unsecured Creditors Committee, to see if the
transaction can be salvaged and closed without the necessity of
litigation.

Id. at pp. 2-3, 9-10.

30. In response, the Debtors submitted to the Court SGM’s November 22, 2019
Letters under seal. See RIN, Exs. 31 & 32, [Docket Nos. 3697 & 3699]. On the same date, SGM
filed an Objection to Debtor’s Ex Parte Motion for an Order Allowing the Debtors to File
Correspondence Regarding the SGM Sale Under Seal, stating:

[Clertain disputes and controversies have arisen between SGM and
the Debtors with regard to the APA and, as a result of the

15
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emergence of those issues, the parties have exchanged letters; the
Debtor’s letter to SGM dated November 19, 2019 and SGM’s letter
to the Debtors dated November 22, 2019.

See RIN, Ex. 33, [Docket No. 3698 at p. 2].

31. On November 26, 2019, the Court held a Status Conference, at which the Court
rejected SGM’s arguments, stating (among other things) that “[a]s far as the Court is concerned”
SGM is the “proud owner” of the Debtors’ assets as set forth in the APA, and that SGM “has an
obligation to close” the transaction pursuant to the APA. See RIN, Ex. 34, [Nov. 26, 2019 Hr’g
Tr. at 12:22-24, 14:10-11]. Additionally, at the Status Conference, the Debtors announced that
they had reached a settlement agreement in principle with the California Department of Health

Care Services (“DHCS”) on November 22, 2019 (“DHCS Settlement”), given SGM’s objection

to the sufficiency of the Court’s prior Orders regarding DHCS. [/d. at 10:17-24.]

32. On November 27, 2019, the Court issued an Order finding that, “[p]ursuant to §
1.3 of the APA, SGM is obligated to close the SGM Sale by no later than December 5, 2019”
(“Closing Order”). See RIN, Ex. 35, [Docket No. 3724]. The Memorandum Decision supporting
the Closing Order concluded, among other things, that (i) “Adjudication of SGM’s Obligations
Under the APA Does Not Require an Adversary Proceeding,” (ii) “Adjudication of SGM’s
Obligations Under the APA Is Not Premature,” (iii) “SGM Is Not Entitled to Appeal the Court’s
Determination Regarding a Material Adverse Effect,” (iv) “No Material Adverse Effect Has
Occurred,” (v) “All Conditions Precedent to Closing Have Been Satisfied.” See RIN, Ex. 36,

[Docket No. 3723]. The Court further concluded that:

SGM’s contention that it is not obligated to close is a cynical
attempt to extract a better purchase price. A key component of
SGM’s negotiation strategy is its attempt to delay as long as
possible the adjudication of its obligations under the APA. The
Court will not facilitate SGM’s dubious tactics.

* * *

By presenting non-meritorious arguments as to why it is not
obligated to close, SGM is holding the estates, creditors, and
patients of the Hospitals hostage in an_attempt to extort a better
purchase price.  SGM’s cynical tactics are especially offensive
given the significant harm_that closure of the Hospitals would
impose _upon_patients. For example, two of the Hospitals that

16
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1 would likely close upon failure of the SGM Sale contain large
populations of long-term patients suffering from severe illnesses,
all of whom would have to be relocated to other facilities.

3 || 1d., pp. 4, 6-7 (emphasis added).
4 33. On November 29, 2019, SGM filed two notices of appeal [Docket Nos. 3726 &

5 || 3727] related to (i) the order granting the Enforcement Motion [Docket No. 3611], and (ii) the
6 || order finding that SGM is obligated to promptly close the transaction under Section 8.6 of the
7 || APA provided all other conditions to closing are satisfied [Docket No. 3633]. See RIN, Exs. 20

8 || &21.

9 34, SGM failed to close the SGM Sale by December 5, 2019, as ordered by the Court.
10 || Accordingly, on December 6, the Debtors filed an Emergency Motion for (I) Issuance of an Order
L1 || to Show Cause Why Strategic Global Management, Inc. Failed to Close the Sale Transaction by
12 || December 5, 2019, and (II) Entry of an Order Enforcing Prior Court Orders Requiring Strategic
13 || Global Management, Inc. to Close the Sale Transaction by December 5, 2019. See RIN, Ex. 39,

14 || [Docket No. 3773] (the “Emergency Motion”). The Emergency Motion explained that SGM had

15 || failed to close the SGM Sale and SGM’s conduct suggested it lacked the financial wherewithal to
16 || do so. Specifically, the motion stated that, “[o]n November 19, 2019, SGM’s CEO, Peter
17 || Baronoff, telephoned the Debtors’ investment banker and stated that SGM could not obtain

18 || sufficient financing for the transaction,” and explained:

19 Despite the clear requirements of the APA and in direct
contravention of this Court’s prior Orders, SGM announced that it
20 would not close the SGM Sale—and, then, did not close the SGM

Sale—by December 5, 2019. In a transparent attempt to delay this
21 proceeding, frustrate the Debtors’ ability to transfer the Hospitals
o) pursuant to the APA, and manufacture a context to renegotiate the
purchase price under the APA, SGM has filed three frivolous
23 appeals . . ..

% *k %
24
SGM has intentionally frustrated the closing process by refusing to
25 participate. In addition to announcing that it would not close the
26 SGM Sale on December 5, as ordered by the Court, throughout the
week leading up to the filing of this Motion, SGM has refused to
27 participate in_the regular, pre-scheduled joint closing calls and

operational transition calls, apparently based on the advice of its
28 counsel.

17
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%k % *

Given the actions and inactions of SGM over the past month, which
suggest SGM lacks the financial ability to close the SGM Sale, the
Debtors have made repeated and direct requests that SGM state
whether it has the financial ability to close the SGM Sale, and
whether it intends to do so. SGM has refused to respond, attempting
to distract from_its apparent financial inability to perform and
seeking to preserve the ability to argue at some later date that the
Debtors breached the APA by deciding prematurely to distribute
their assets in a different manner, i.e. “Plan B” as it was referred to
during the November 26, 2019, status conference.

Id. at pp. 2-3, 6 (emphasis added).

35. The Emergency Motion asked the Court to find SGM in material breach of the
APA by failing to close the SGM Sale on December 5, 2019, and order SGM and its principals, to
appear in this Court, on December 11, 2019, at 10:00 a.m., and show cause as to why SGM failed
to comply with this Court’s Order and close the SGM Sale by December 5, 2019, including, but
not limited to, stating whether SGM has the financial ability to proceed with this transaction in
accordance with the APA, and whether it intends to close the transaction. [Docket No. 3773].

36. By Order dated December 9, 2019, the Court denied the Emergency Motion,
explaining:

Requiring SGM’s representatives to testify as to SGM’s reasons for
not closing the SGM Sale would not increase the likelihood of the
sale actually closing. By failing to close, SGM risks the loss of its
$30 million good-faith deposit as well as the possibility of damages
for breach of contract in an amount of up to $60 million. Being
compelled to offer testimony will not motivate SGM to close where
the threat of the loss of up to $90 million has failed to accomplish
that end. In the future, the Debtors will have the opportunity to
litigate the issues of whether SGM has breached the APA and
whether the Debtors are entitled to retain SGM’s good-faith
deposit. In the meantime, the Debtors’ efforts would be better spent
ensuring the health and safety of the patients at the affected
Hospitals.

The prompt closing of the SGM Sale would be in the best interests
of all constituents in these cases, and the Court remains hopeful
that SGM will fulfill its obligation to close. However, the estates’
precarious cash position requires that the Debtors have the ability
to immediately explore options for the alternative disposition of the
Hospitals. The Court finds that any efforts undertaken by the
Debtors with respect to the alternative disposition of the Hospitals
will not violate the Debtors’ obligation under Article 12.1 of the
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1 APA to cooperate with SGM to consummate the SGM Sale; nor
shall any such efforts constitute a material default by the Debtors
under any other provision of the APA.

3 || See RIN, Ex. 40, [Docket No. 3783 at pp. 2-3] (emphasis added).

4 37. The potential implications of SGM’s actual and threatened conduct was clear to
5 || CNA and hospital employees. On December 10, 2019, the Medical Staff of Seton Medical
6 || Center filed an Expression of Concern, stating: “The Medical Staff of Seton Medical Center
7 || hereby expresses its profound concern over the delay in the closing of the sale.” See RIN, Ex. 41,
8 || [Docket No. 3790]. The pleading was served on CNA [Docket No. 3790, Proof of Service], and

9 || attached a letter sent to the CEOs of SGM and Verity, stating:

10 On or about November 15th, 2019, VHS sent the attached letter to
approximately 1,000 nurses and ancillary staff at Seton, terminating
11 them and inviting them to retrieve their severance packages on

December 2, 2019 (the “Severance Letter”). It was originally

12 assumed that the Severance Letter would be coupled with an

13 employment offer from SGM, but SGM has been very slow to
make just a few offers, and so the only definitive statement that has

14 been received by the vast majority of Seton’s 1,000 nurses is VHS’s
Severance Letter, terminating them as of December 2, 2019.

15 * * *

16 The uncertainty about whether the Buyer will perform has caused 6

17 nurses to leave the Emergency Room, severely reducing its ability
to function. The majority of the nurses in the Intensive Care Unit

18 have accepted jobs elsewhere over the last three weeks | ...]

19 |[ See RIN, Ex. 41 (emphasis added).

20 38.  The following day, the Committee, of which CNA is a member, filed its own
21 || Expression of Concern, stating that it “shares the concerns of the Medical Staff of Seton Medical
22 |[ Center and urges SGM to promptly close the sale[.]” See RIN, Ex. 42, [Docket No. 3803]. This
23 || pleading was also served on CNA. [Docket No. 3803, Proof of Service].

24 39.  On December 18, 2019, in follow-up to the November 25, 2019 Notice advising
25 || that separations of employment would occur on December 19, 2019, the Debtors advised St.
26 || Vincent employees via email that “KPC Group . . . failed to close the sale transaction, as ordered
27 || by the Bankruptcy Court” and notified them that “your employment will NOT end on December
28 |[ 19, 2019, as we had anticipated.” (Compl., Ex. 4).

19
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40.  As a result of SGM’s wrongful conduct regarding the SGM Sale, on January 3,
2020, certain of the Debtors filed a complaint for breach of contract, promissory fraud and
tortious breach of contract, thereby commencing an adversary proceeding against SGM, among
others. See RIN, Ex. 43, [Adv. P. No. 20-01001, Docket No. 1].

41. Left with no other choice, on January 6, 2020, the Debtors filed their Emergency

Motion for Authorization to Close St. Vincent Medical Center (the “Closure Motion™), under

which the Debtors sought authorization to close St. Vincent (the “Closure”), pursuant to a
“Closure Plan” (as defined in the Closure Motion). See RIN, Ex. 44, [Docket No. 3906]. On
January 7, 2020, CNA filed the CNA Closure Objection. See RIN, Ex. 29, [Docket No. 3914].
In the CNA Closure Objection and at the hearing held on the Closure Motion, CNA argued that
improper notice had been given and that the Closure was not necessary because of a potential sale
or recovery from SGM. Id.

42. On January 9, 2020, the Court granted the Closure Motion, overruled the CNA
Closure Objection, and authorized the Closure Plan. See RIN, Ex. 45, [Docket No. 3934]. The

Court explained this order through a memorandum decision (the “Closure Decision’), where the

Court found:

a. “Upon__initiation of the Closure Plan, St. Vincent will enter the process of

liguidation and will no longer be an operating business.” Closure Decision, at 5.

(Emphasis added).

b. “Premature publication of notice of closure would have harmed employee
retention and morale, confused patients, and caused vendors to cease furnishing
critical supplies. These serious harms would have undercut the central objective of
the § 363 sale process—providing the Debtors the opportunity to realize the
optimal value of their assets.” /d.

C. “The Debtors have articulated a sufficient business justification for closing St.
Vincent.” Id. at 7.

d. “No buyer has presented a realistic bid to purchase St. Vincent as a stand-alone
hospital.” Id.

20
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1 e. “St. Vincent is generating substantial operating losses. As of the Petition Date, St.
2 Vincent accounted for approximately 23% of the patient volume of the entire
3 Verity Health System, but was responsible for 60% of the operating losses . . . [and
4 that the] Debtors lack sufficient funds to continue to subsidize St. Vincent’s
5 operating losses. Absent the closure of St. Vincent, the Debtors will be unable to
6 continue operating their other hospitals. Chadwick Decl. at §9.” Id.

7 f. “The speculative possibility of a future cash infusion based upon SGM’s alleged
8 breach is not a solution to St. Vincent’s current funding crisis. Nor is pursuing a
9 sale, another alternative suggested by CNA.” Id. at 8.

10 || See RIN, Ex. 46, [Docket No. 3933].
11 43. Immediately after the Court’s order, entered on January 9, 2020, approving the
12 || closure of St. Vincent, the Debtors provided yet another WARN Notice, dated January 10, 2020,

13 || to CNA and its members (the “January 10, 2020 Notice”) (Compl., Ex. 5). This notice informed

14 || Plaintiff’s “of the permanent closure of St. Vincent Medical Center . . . and St. Vincent Dialysis

15 || Center” and explained:

16 We know that you were aware of the separations of employment at
St. Vincent based on the prior WARN notice you received. We had

17 hoped there would be an opportunity for continued employment
18 with SGM when the sale closed. In light of the unforeseen

circumstances relating to the sale and the unexpected need to close
19 St. Vincent as a last resort, this additional WARN notice is being
0 provided to you as soon as practicable after the Order.

21 || (Compl., Ex. 5).

22 44. The Debtors have now substantially implemented the Closure Plan, as described
23 || more fully in their status reports: Status Report Re Closure Of St. Vincent Medical Center, dated
24 || January 23, 2020, see RIN, Ex. 47, [Docket No. 3982]; Debtors’ Status Report Re Closure of St.
25 || Vincent Medical Center, dated February 6, 2020, see RIN, Ex. 48, [Docket No. 4053]; Debtors’
26 || Status Report Re Closure of St. Vincent Medical Center, dated February 20, 2020, see RIN, Ex.
27 || 49, [Docket No. 4126]; Debtors’ Status Report Re Closure of St. Vincent Medical Center, dated
28 || April 2, 2020, see RIN, Ex. 50, [Docket No. 4410]. See RIN, Ex. 51, [Docket No. 4265, 9 6]

21
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1 || Declaration of Richard G. Adcock In Support of Debtors’ Motion for Approval of Settlement
2 || Agreement with SEIU-UHW Related to the Closure of St. Vincent Medical Center, Including
3 || Allowance of Certain Claims and Consensual Modification of the Applicable Collective
4 || Bargaining Agreement.

5 45. The Debtors’ management team, however, has worked to create opportunities for
6 || the affected employees, including arranging for approximately 61 different healthcare
7 || organizations to participate in on-site job fairs, where hundreds of employees received offers on
8 || the spot or within days of the job fair. Id. at§ 7. In addition, affiliate and Defendant SFMC has

9 || made employment offers to approximately 50 employees from St. Vincent. Id.

10 V.
11 ARGUMENT
12 Civil Rule 12(b)(6), as made applicable to adversary proceedings in bankruptcy cases by

13 || Bankruptcy Rule 7012(b), allows a court to dismiss a complaint for “failure to state a claim upon
14 || which relief can be granted.” The Bankruptcy Court may dismiss a complaint based on either
15 || “the lack of a cognizable theory or the absence of sufficient facts alleged under a cognizable legal
16 || theory.” Balistreri v. Pacifica Police Dep’t, 901 F.2d 696, 699 (9th Cir. 1990). In reviewing a
17 || motion to dismiss in an adversary proceeding, the Bankruptcy Court can take judicial notice of
18 || court documents from the underlying bankruptcy case and documents incorporated by reference
19 || in the Complaint. See e.g., United States v. Ritchie, 342 F.3d 903, 908 (9th Cir. 2003) (providing
20 || that the court may consider documents incorporated by reference in complaint, such as those that
21 || form the basis of the plaintiff’s claims); In re Century City Doctors Hosp., LLC, BAP No. CC-09-
22 || 1235-MklJaD, 2010 WL 6452903, at *6 (B.A.P. 9th Cir. Oct. 29, 2010) (“[C]ourt documents filed
23 || in an underlying bankruptcy case are subject to judicial notice in related adversary
24 || proceedings[.]”). The Court should dismiss a complaint without leave to amend when
25 || amendment cannot cure the deficiencies in the complaint. See e.g., Cervantes v. Countrywide
26 || Home Loans, Inc., 656 F.3d 1034, 1041 (9th Cir. 2011).

27 Here, the law and facts as alleged in the Complaint and supported in the existing
28 || Bankruptcy Court record demonstrate that the Complaint fails to state a claim upon which relief

22
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can be granted and the defect is so pronounced that dismissal should be granted with prejudice.

A. Neither the WARN Act nor the California WARN Act Applies to Defendants as

Liquidating Fiduciaries

The Complaint is predicated on CNA’s assertion that notwithstanding service of multiple
WARN Notices prior to the motion seeking St. Vincent’s closure, its represented employees
should be entitled to 60 days of additional wages plus other damages, even though they were
terminated after the Closure Motion was granted and the Debtors were liquidating St. Vincent at
that time. See RIN Ex. 46. While the Debtors are prepared to challenge CNA’s narrow reading
of the WARN Act if ultimately necessary, CNA’s position is irrelevant to the Motion and need
not be addressed now to dispose of the Complaint with prejudice. This is because the WARN Act
claims fail because the Debtors were liquidating fiduciaries as to St. Vincent at the time of the
terminations and were thus not “employers” subject to the WARN Acts.!?

The liquidating fiduciary exception “reflects a limitation on the statutory definition of
employer.” Century City Doctors Hosp., 2010 WL 6452903, at *8. The WARN Acts only
require “employers” to give notice of plant closings and mass layoffs. 29 U.S.C. § 2102(a); Cal.
Labor Code. §1401(a). The WARN Act defines “employer” as “any business enterprise that
employs” the requisite number of employees. 29 U.S.C. § 2101(a)(1) (emphasis added). In turn,
a “business enterprise” is a business that operates “in the normal commercial sense” “as a going

concern.” Chauffeurs, Sales Drivers, Warehousemen & Helpers Union Local 572 v. Weslock

13 CNA has named DePaul and Holdings as Defendants in its Complaint. Neither of these
Defendants have any employees and therefore are not subject to the WARN Acts. 29 U.S.C. §
2102(a); Cal. Labor Code §1401; see also RIN, Ex. 5 at 9 58-59; Compl. 9§ 120. Likewise
SFMC, which CNA seeks to include as a Defendant, cannot be subject to liability for alleged
WARN damages under the Complaint because CNA does not represent employees at SFMC and
SFMC is not otherwise a party to a CBA that covers employees at SVMC. First Day Decl., 9 60
(“The Debtors’ Employees are represented by the following unions with the respective
contractual obligation . . . (v) ‘C[NA] (Nurses) St. Vincent, O’Connor, St. Louise, Seton, Seton
Coastside . . . [SFMC not included); see also RIN, Ex. 4, Exhibit 1 to Debtors’ Omnibus Motion
for Approval of 1) Settlement Agreements with Labor Unions, 2) Assumption and Assignment of
Modified Collective Bargaining Agreements to SGM, 3) Termination of Retiree Healthcare
Benefits and 4) Related Relief [Docket No. 3604] (notes CBAs to which CNA is a party and does
not include SFMC); see also 29 U.S.C. § 2102(a) (Written notice of plant closing by employer to
be provided “to each representative of the affected employees....” (Emphasis added).

23
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1 || Corp., 66 F.3d 241, 244 (9th Cir. 1995) (discussing the Department of Labor’s comments on the
2 || final WARN Act regulations at 54 Fed. Reg. 16,045 (1989)). An entity does not qualify as a
3 || business enterprise, and thus is not an employer, if it operates for the purpose of preserving or
4 || liquidating assets for creditors. Fed. Reg. 16045 (1989) (“[A] fiduciary whose sole function in
5 || the bankruptcy process is to liquidate a failed business for the benefit of creditors does not
6 || succeed to the notice obligations of the former employer because the fiduciary is not operating a
7 || “business enterprise” in the normal commercial sense.”); Weslock Corp., 66 F.3d at 244; see also
8 || Century City Doctors Hosp., 2010 WL 6452903, at *1, 6 (trustee was not an employer where the
9 || trustee was authorized to operate hospital temporarily and for sole purpose of closing the
10 || hospital’s operations in a safe manner); In re United Healthcare Sys., Inc., 200 F.3d 170, 176-79
11 || (3d Cir. 1999) (hospital in Chapter 11 bankruptcy did not qualify as employer because it “was
12 || operating not as a ‘business operating as a going concern,” but rather as a business liquidating its
13 || affairs”). The same analysis has been applied to determine “employer” status under the
14 || California WARN Act. Estrada v. Salyer Am., No. C 09-05618 JW, 2010 WL 11580074, at *5
15 || (N.D. Cal. Mar. 31, 2010) (holding “absent any conflicting state law, the Court applies the
16 || Chauffers standard to determine whether a secured creditor is an employer for purposes of
17 || liability” and finding defendants could not be held liable as employers under the California
18 || WARN Act).
19 On January 9, 2020, the Court granted the Debtors’ emergency motion to close St.
20 || Vincent. See RIN, Ex. 45, [Docket No. 3934]. From that moment on, St. Vincent was no longer
21 || being operated as a “going concern” but rather for the sole purposes of safely discharging patients
22 || and preserving the remaining hospital assets for the bankruptcy estate. (See RIN, Ex. 46 [Docket
23 || No. 3933] Closure Decision at 5 (“Upon initiation of the Closure Plan, St. Vincent will enter the
24 || process of liquidation and will no longer be an operating business.”)). Critically, the relevant
25 || time period for analyzing when the liquidating fiduciary exception applies is “at the time of the
26 || plant closing or mass layoff.” See, e.g., Chauffeurs, 66 F.3d at 244 (“[T]he crucial question is not
27 || the status of the defendant’s legal relationship to the business, but instead, if at the time of the
28 || plant closing or mass layoff the defendant is responsible for operating the business as a going

24
US_Active\114496827\V-15




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

Cé%@SlL 228vap282053ER I:Qféiaﬂq%nt Fited O#IM&/OE/QW%@@/@@%@Z&) Ratfe |LSET2

Main Document  Page 34 of

1 || concern.”) (emphasis added); Century City Doctors Hosp., 2010 WL 6452903, at *7 (relevant
2 || time period is “at the time of the terminations”); In re MF Glob. Holdings Ltd., 481 B.R. 268, 283
3 || (Bankr. S.D.N.Y. 2012) (key question was “whether the Debtors were liquidating or attempting to
4 || reorganize when the layoffs occurred’) (emphasis added); see also Estrada v. Salyer Am., No. C
5 |[ 09-05618 JW, 2010 WL 11580074, at *3 (N.D. Cal. Mar. 31, 2010) (same).

6 Here, Defendants were liquidating St. Vincent at the time of the layoffs and were thus
7 || exempt from both the Federal and California WARN Acts. See RIN Ex. 46, Closure Order at 5
8 || [Docket No. 3933]. For these reasons, the Federal and California WARN Act counts I and II
9 || should be dismissed with prejudice.'*

10 || B. CNA Fails to State Claims for Intentional and Negligent Misrepresentation

11 Counts III and IV, which seek damages for intentional and negligent misrepresentation,
12 || should also be summarily dismissed with prejudice. Dismissal is justified because CNA lacks
13 || associational standing and has failed and cannot otherwise allege adequate facts to support either
14 || theory of misrepresentation. '

15
16

4 Even assuming arguendo that Federal and California WARN Act claims were to survive this
17 || Motion (which they should not), such claims should only be afforded general unsecured, not
13 administrative, status, as St. Vincent was liquidating at the time the claims accrued. See Reading
v. Brown, 391 U.S. 471 (1968) (providing that tort claims arising from the continued operation of
19 || a business enterprise in a chapter 11 proceeding are entitled to administrative priority) (emphasis
added); In re 800Ildeas.com, Inc., 496 B.R. 165, 178 (B.A.P. 9th Cir. 2013) (concluding that
20 || Reading did not apply when the “[t]rustee was not operating the business of debtor under the
common meaning of the term”); In re Res. Tech. Corp., 662 F.3d 472, 476-77 (7th Cir. 2011)
21 (providing that when a debtor has ceased to operate as a business, and instead exists to liquidate, a
2 tort claim is entitled to unsecured, not administrative status).

23 || ** Notably, CNA has filed two unfair labor practice charges with the National Labor Relations
Board (“NLRB”) over the same conduct it alleges in its complaint constituted misrepresentation
24 || under state law. On January 31, 2020, CNA filed Charge 31-CA-255580, which it amended on
March 20, 2020, alleging that Defendants “failed to provide CNA with adequate advance notice
25 || of [the SVMC] closure to allow for meaningful effects bargaining” and “refused to engage in
effects bargaining” in violation of Section 8(a)(5)” of the NLRA. See RIN, Ex. 52. On February
26 21, 2020, CNA filed Charge 31-CA-256890 alleging that Defendants “engaged in bad faith
27 || bargaining” regarding “the effects of the closure of St. Vincent Medical Center in violation of
section 8(a)(5)” of the NLRA during “the last six months.” RJN, Ex. 54. Thus, CNA seeks two
28 || shots at recovery for the same conduct--state law tort remedies and federal labor law remedies.
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1 1. CNA Lacks Associational Standing to Assert the Intentional and Negligent
2 Misrepresentation Claims
3 A court should dismiss an action if it finds that the moving party lacks standing. Warth v.

4 || Seldin, 422 U.S. 490, 498 (1975) (“In essence the question of standing is whether the litigant is
5 || entitled to have the court decide the merits of the dispute or of particular issues.”). CNA cannot
6 || meet its burden to show that it has standing to pursue the state law tort claims. See, e.g., Lujan v.
7 || Defs. of Wildlife, 504 U.S. 555, 561 (1992) (“The party invoking federal jurisdiction bears the
8 || burden of establishing these [standing] elements.”). For an association to have standing to sue on

9 || its members’ behalf, it must meet three requirements:

10 (a) its members would otherwise have standing to sue in their own
right; (b) the interests it seeks to protect are germane to the
11 organization’s purpose; and (c) neither the claim asserted nor the

relief requested requires the participation of individual members in

12 the lawsuit.

13 Hunt v. Wash. State Apple Advert. Comm’n, 432 U.S. 333, 343 (1977); Am. Diabetes Ass’n v.
14 U.S. Dep’t of the Army, 938 F.3d 1147, 1155 (9th Cir. 2019); Bhd. of Teamsters & Auto Truck
15 Drivers v. Unemployment Ins. Appeals Bd., 190 Cal. App. 3d 1515, 1522 (1987) (applying Hunt
16 standing requirements under California law).

17 The Supreme Court has held that the third requirement means that an association may not
18 seek damages for its members when “damages claims are not common to the entire membership,
19 nor shared by all in equal degree.” Warth, 422 U.S. at 515. “The courts that have addressed this
20 issue have consistently held that claims for monetary relief necessarily involve individualized
21 proof and thus the individual participation of association members, thereby running afoul of the
22 third prong of the Hunt test.” United Union of Roofers, Waterproofers, & Allied Trades No. 40 v.
23 Ins. Corp. of Am., 919 F.2d 1398, 1400-01 (9th Cir. 1990) (“[T]he requirements for associational
24 standing under California and federal law are nearly identical.”). Indeed, courts have routinely
23 held that unions do not have associational standing to pursue claims for monetary relief on behalf
26 of their members. See e.g. Lake Mohave Boat Owners Ass’n v. Nat’l Park Serv., 78 F.3d 1360,
27 1367 (9th Cir. 1995) (“Awarding restitution to LMBOA on behalf of its members would require
28

individualized proof]]” and “[t]herefore, LMBOA lacks standing to bring a claim for this remedy
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1 || on behalf of its members.”); SEIU, Local 721 v. Cty. of Riverside, No. EDCV 09-00561-VAP
2 || JTLx), Carpenters (C.D. Cal. Apr. 27, 2011) (union lacked standing to pursue money damages
3 || on behalf of its members); United Bhd. of Carpenters & Joiners of Am. v. Metal Trades Dept,
4 || No. 11-CV-5159-TOR, 2012 WL 3817789, at *2-3 (E.D. Wash. Sep. 4, 2012) (union lacked
5 || standing to pursue monetary relief on behalf of members because such claims “require the
6 || participation of individual members”).

7 Here, CNA’s state law claims for intentional and negligent misrepresentation seek
8 || monetary damages, including, among others, damages for mental pain and anguish and emotional
9 || distress, on behalf of its nurse-members. These damages claims necessarily require the

10 || participation of individual nurses to determine their mental pain and anguish and emotional

11 || distress, which are necessarily individualized. (Compl., 9 114-15). Likewise damages for lost

12 || wages will depend on the individual nurse members’ wage rates.

13 Because CNA seeks damages on behalf of the CNA nurse-members including damages

14 || for mental pain and anguish and emotional distress, which are highly individualized, CNA lacks

15 || associational standing to bring the state law intentional and negligent misrepresentation claims on

16 || behalf of its members.

17 2. CNA’s Claim for Intentional Misrepresentation Fails

18 Fraud must be alleged with particularity under Civil Rule 9(b), which requires a plaintiff

19 || to plead the “who, what, when, where, and how” of the alleged misconduct. Vess v. Ciba—Geigy

20 || Corp. USA, 317 F.3d 1097, 1106 (9th Cir. 2003). “State law causes of action brought in federal

21 || court must comply with these heightened pleading requirements where applicable.” Yamauchi v.

22 || Cotterman, 84 F. Supp. 3d 993, 1018 (N.D. Cal. 2015) (citing Fed. R. Civ. P. 9(b)). The

23 || specificity requirement is even more stringent for fraud claims against a corporation: “When

24 || pleading fraud against a corporation, a plaintiff must allege the name (or names) of the person(s)

25 || who made the representations, along with ‘their authority to speak, to whom they spoke, what

26 || they said or wrote, and when it was said or written.”” Livermore v. Wells Fargo Bank, Case No.

27 || 17-cv-03347-BLF, 2017 WL 6513649, at *9 (N.D. Cal. Dec. 20, 2017) (citing Tarmann v. State

28 || Farm Mut. Auto Ins. Co., 2 Cal. App. 4th 153, 157 (1991)); Land v. Gonsalves, 281 F.R.D. 444,

27
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1 || 451 (E.D. Cal. 2012).
2 “The elements of fraud, which give[] rise to the tort action for deceit, are (a)
3 || misrepresentation (false representation, concealment, or nondisclosure); (b) knowledge of falsity
4 || (or ‘scienter’); (c) intent to defraud, i.e., to induce reliance; (d) justifiable reliance; and (e)
5 || resulting damage.” L.A. Mem’l Coliseum Com. v. Insomniac, Inc., 233 Cal. App. 4th 803, 831
6 || (2015); see also GemCap Lending, LLC v. Quarles & Brady, LLP, 269 F. Supp. 3d 1007, 1040
7 || (C.D. Cal. 2017), aff’d sub nom. GemCap Lending I, LLC v. Quarles & Brady, LLP, 787 F.
8 || App’x 369 (9th Cir. 2019) (elements of a claim of concealment include: “(1) concealment of a
9 || material fact; (2) duty to disclose the fact; (3) intent to defraud; (4) the plaintiff was unaware of
10 || the fact and would have acted differently if the plaintiff knew; and (5) resulting damage.”);
11 || Punian v. Gillette Co., No. 14-CV-05028-LHK, 2016 WL 1029607, at *10 (N.D. Cal. Mar. 15,
12 || 2016) (same). “To maintain a cause of action for fraud through nondisclosure or concealment of
13 || facts, there must be allegations demonstrating that the defendant was under a legal duty to
14 || disclose those facts.” L.A. Mem’l Coliseum, 233 Cal. App. 4th at 831.
15 Here, CNA'’s intentional misrepresentation claim fails because they have not alleged (1)
16 || an intentional misrepresentation or concealment of fact, (2) a duty to disclose, and (3) detrimental
17 || reliance. The record in this case prevents them doing so.
18 a. CNA Fails To Allege An Intentional Misrepresentation
19 To state a claim for fraud, a plaintiff must identify a specific factual representation made
20 || by the defendant and “set forth what is false or misleading about [the] statement, and why it is
21 || false.” Hadley v. Kellogg Sales Co., 243 F. Supp. 3d 1074, 1085 (N.D. Cal. 2017) (emphasis
22 || added). CNA fails to meet this standard.
23 Here, the only alleged misrepresentation is a misquoted email from Richard Adcock.
24 || Specifically, in Paragraph 103 of their Complaint, CNA alleges that Mr. Adcock sent an email
25 || stating that “the nurses’ employment would ‘NOT’ end.” (Compl., q 103). CNA alleges that, as
26 || a result, the nurses believed their “employment at St. Vincent was likely to continue even though
27 || the sale to SGM had not occurred as ordered.” (Compl., §112). CNA has materially misquoted
28 || the document attached to their Complaint. Read in whole, the email makes clear that Mr. Adcock
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was advising that the nurse-members’ “employment will NOT end on December 19, 2019, as we

had anticipated.” (Emphasis added) (Compl., Ex. 4). As the Complaint confirms, Mr. Adcock’s
statement was true—the nurses’ employment did not end on December 19, 2019.

Moreover, CNA does not allege any misrepresentations by De Paul and Holdings, neither
of which has any employees.

Accordingly, CNA fails to allege any intentional misrepresentation.

b. CNA Fails To Allege a Concealment of a Material Fact

Nor has CNA alleged any basis for a fraudulent concealment claim. CNA identifies four
alleged facts that they contend Defendants failed to disclose. Because the exhibits to the
Complaint and the Court record confirm that CNA, which received notice of and actively
participated in both its individual capacity as representative of nurses at St. Vincent and as a
member of the Committee, was on notice of those alleged facts, they cannot support fraud
liability. See GemCap Lending, 787 F. App’x at 369 (“A concealment cause of action requires
proof of the following elements: (1) concealment of a material fact . . . .” (emphasis added)).

First, CNA asserts that Defendants failed to disclose that “/n/ew information had arisen

and then continued to arise that made it increasingly unlikely the sale would close” (Compl., 9

101-02, 110-11) (emphasis added). But the Court record confirms CNA was well aware as of
November 2019, that (1) “SGM orally communicated new information that undermines the
Debtors’ confidence in a prompt closing of the sale,” see RIN, Ex. 27, [Docket No. 3644 at p. 2],
(2) “certain disputes and controversies have arisen between SGM and the Debtors with regard to
the APA,” see RIN, Ex. 33 [Docket No. 3698 at p. 2], and (3) “SGM [was] holding the estates,
creditors, and patients of the Hospitals hostage in an attempt to extort a better price.” See RJN,
Ex. 36, [Docket No. 3723 at p. 6].

Second, CNA asserts that Defendants failed to disclose that they “anticipated permanently
shutting down St. Vincent entirely and expeditiously in the increasingly likely event that the sale
did not close.” (Compl., 4 101-02, 110-11). But the record confirms CNA was aware, as of at
least August 12, 2019, that “there is a possibility that the Sale will be unsuccessful” and that “[i]n
that event, St. Vincent may close and none of its employees may be hired by the Purchaser.”
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1 || (Compl., Ex. 1). In addition, CNA was notified on September 30, 2019 that, “[i]f the SGM Sale
2 || does not close, the most likely outcome is that at least three of the Hospitals will have to close.”
3 || [Docket No. 3188]. CNA was again notified on November 27, 2019 that “two of the Hospitals []
4 || would likely close upon failure of the SGM Sale . ...” [Docket No. 3723].

5 Third, CNA asserts that Defendants failed to disclose that “/t/he sale fell through.”

6 || (Compl., q9 101-02, 110-11) (emphasis added). But CNA was well aware of SGM’s failure to
7 || close the SGM Sale. It was notified on December 6, 2019, that “SGM announced that it would

8 || not close the SGM Sale” and “did not close the SGM Sale-by December 5, 2019” [Docket No.

9 || 3773 at p. 2]. On December 9, 2019, CNA was served with the Debtors’ Emergency Motion for
10 || Contempt, seeking an Order “[r]equiring SGM’s representatives to testify as to SGM’s reasons
11 || for not closing the SGM Sale would not increase the likelihood of the sale actually closing.”
12 || [Docket No. 3783 at p. 2]. In addition, CNA received further notice on December 18, 2019, that
13 || “KPC Group . . . failed to close the sale transaction.” (Compl., Ex. 4).

14 Finally, CNA asserts that Defendants failed to disclose that “Defendants were planning to

15 || shut down St. Vincent entirely” (Compl., 9 101-102, 110-111) (emphasis added). But CNA

16 || cannot demonstrate that it was unaware of the likelihood that the hospital would close if the SGM
17 || Sale fell through. CNA was on notice since the August 12, 2019 Notice that “there is a
18 || possibility that the Sale will be unsuccessful” and that “[i]n that event, St. Vincent may close and
19 || none of its employees may be hired by the Purchaser.” (Compl., Ex. 1) (emphasis added). And
20 || again, on September 30, 2019, CNA was advised that “[i]f the SGM Sale does not close, the most
21 || likely outcome is that at least three of the Hospitals will have to close.” See RIN, Ex. 14, [Docket
22 || No. 3188 at 4 50]. Further, CNA was again notified on November 27, 2019 that “two of the
23 || Hospitals [] would likely close upon failure of the SGM Sale . . ..” See RIN, Ex. 36, [Docket No.
24 || 3723 at pp. 6-7].

25 Moreover, CNA does not allege any concealment by DePaul and Holdings, neither of
26 || which has any employees. Nor may CNA allege concealment by SFMC with whom CNA has no
27 || connection.

28 In short, CNA fails to specifically identify any alleged fact that was concealed from it. As
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a result, CNA fails to allege a fraudulent concealment claim.

c. CNA Fails To Allege Reasonable Reliance

In addition, CNA’s claim for intentional misrepresentation fails on the independent
ground that CNA fails to allege reasonable reliance. “Reliance exists when the misrepresentation
or nondisclosure was an immediate cause of the plaintiff's conduct which altered his or her legal
relations, and when without such misrepresentation or nondisclosure he or she would not, in all
reasonable probability, have entered into the contract or other transaction.” All. Mortg. Co. v.
Rothwell, 10 Cal. 4th 1226, 1239 (1995). “[W]hether a party’s reliance was justified may be
decided as a matter of law if reasonable minds can come to only one conclusion based on the
facts.” Id. at 1239. “In determining whether one can reasonably or justifiably rely on an alleged
misrepresentation, the knowledge, education and experience of the person claiming reliance must
be considered.” Guido v. Koopman, 1 Cal. App. 4th 837, 843 (1991).

Here, CNA fails to allege that each of its nurse-member Plaintiffs reasonably relied on any
alleged statements or omissions by Debtors. Instead, CNA only vaguely alleges that those “St.
Vincent nurses who would have looked for other work . . . did not do so because they were
intentionally kept ignorant of these facts.” (Compl., § 105).

Moreover, CNA cannot establish any basis for reasonable reliance because the record
confirms CNA was apprised of the status of the SGM Sale and the likelihood that the nurse-
members’ employment would be terminated even if the SGM Sale did not close:

= The August 12 Notice specifically advised Plaintiffs:

[T]here is a possibility that the Sale will be unsuccessful. In that
event, St. Vincent may close and none of its employees may be hired
by the Purchaser. Even if the Sale closes and St. Vincent remains
open, employees at St. Vincent may suffer an “employment loss”
within the meaning of the WARN Act and Cal-WARN Act because
the Debtors will separate the employment of all of St. Vincent's
employees upon the closing of the Sale. (Compl. Ex. 1) (emphasis
added).

» The Declaration of Richard Adcock in support of the Debtors’ Emergency Motion,

filed on September 30, 2019, explained, “If the SGM Sale does not close, the most
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likely outcome is that at least three of the Hospitals will have to close” (emphasis
added). See RIN 14, [Docket No. 3188, Richard G. Adcock Declaration at 9 9].
= The October 23, 2019 Notice advised Plaintiffs that “the separations of
employment must be postponed and will not occur at the time originally
anticipated. At this time, we anticipate the Sale and separations of employment
will occur between . ..” (Compl. Ex. 2) (emphasis added).
» The Closing Order stated “two of the Hospitals that would likely close upon failure
of the SGM Sale contain large populations of long-term patients[.]” [Docket No.
3723 at pp. 6-7].
= The November 30, 2019 Notice further advised Plaintiffs that “the separations of
employment will be further postponed” and that the “separations of employment
will occur between December 6, 2019 and December 19, 2019” . (Compl. Ex. 3)
(emphasis added)..
In fact, the purpose of the WARN Act is to provide advance notice of mass layoffs. (20
CFR § 639.1). Any argument that the nurse-members were unaware of their impending
terminations and reasonably relied on Defendants’ numerous WARN communications, issued for
the sole purpose to advise employees of impending separations of employment, as a promise of
future employment, would strain credulity.
Because Plaintiffs have not alleged reasonable reliance on any alleged misrepresentation
or concealment by Defendants, their fraud claim fails.
3. CNA’s Claim for Negligent Misrepresentation Fails
“The elements of a cause of action for fraud and a cause of action for negligent
misrepresentation are very similar. . . . However, the state of mind requirements are different.
Negligent misrepresentation lacks the element of intent to deceive.” Earlywine v. USAA Life Ins.
Co., No. 3:17-CV-328-CAB-NLS, 2017 WL 2733939, at *2 (S.D. Cal. June 23, 2017) (citations
omitted); Oushana v. Lowe’s Home Ctrs., LLC, No. 1:16-cv-01782-AWI-SAB, 2017 WL
2417198, at *3 (E.D. Cal. June 5, 2017) (“The tort of negligent misrepresentation requires the
same elements [as fraud] with the exception of intent to defraud.”).
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Here, CNA’s claim for negligent misrepresentation is based on the same alleged
statement(s) at issue in its intentional misrepresentation claim. Accordingly, the negligent
misrepresentation claim fails on the same grounds as set forth in the arguments above.

In addition, because claims for negligent misrepresentation cannot be based on omissions,
CNA’s negligent misrepresentation claim fails to the extent it is based on alleged omissions.
Oushana, 2017 WL 2417198, at *6 (providing that claims for negligent misrepresentation, as
opposed to intentional misrepresentation “require[] a positive assertion” and ‘“nondisclosures-
cannot give rise to liability for negligent misrepresentation”) (internal citations omitted); Lopez v.
Nissan N. Am., Inc., 201 Cal. App. 4th 572, 596 (2011) (“A negligent misrepresentation claim
‘requires a positive assertion,” not merely an omission.”); Wilson v. Century 21 Great W. Realty,
15 Cal. App. 4th 298, 306 (1993) (“Negligent misrepresentation is a species of fraud or deceit
specifically requiring a ‘positive assertion’”).

C. Dismissal Should Be With Prejudice

This Court should dismiss CNA’s Complaint with prejudice and without leave to amend
because amendment would be futile. See e.g., Cervantes, 656 F.3d at 1041 (providing that a court
“may dismiss without leave where a plaintiff’s proposed amendments would fail to cure the
pleading deficiencies and amendment would be futile”’). Based on the detailed record in this case,
it is without legitimate dispute that CNA cannot amend its Complaint to allege any specific
factual allegations that could salvage its claims.

D. CNA’s Motion for Withdrawal of the Reference Does Not Preempt Resolution of

This Motion

CNA filed a Notice of Motion and Motion of Plaintiff for Withdrawal of Reference of
Adversary Proceedings Pending in Bankruptcy Court in the District Court on March 20, 2020.
See RIN, Ex. 55. “The filing of a motion for withdrawal of a case or proceeding . . . shall not stay
the administration of the case or any proceeding therein before the bankruptcy judge except that
the bankruptcy judge may stay, on such terms and conditions as are proper, proceedings pending
disposition of the motion.” Fed. R. Bankr. P. Rule 5011(c).

As of the date of this Motion, CNA has not filed an application for a stay of this
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proceeding. As a result, nothing prohibits this Court, which is already intimately familiar with all
the relevant facts, from ruling on this Motion.
VI
RESERVATION OF RIGHTS

This Motion relates solely to the Defendants’ request to dismiss the Complaint as set forth
in this Motion. Nothing contained herein is intended or shall be construed as: (i) a waiver of the
Defendants’ or any appropriate party in interest’s rights to dispute, object to or otherwise
challenge the substantive relief sought by CNA as set forth in the Complaint; or (ii) a waiver of
any claims, causes of action, defenses, objections or other rights to respond which may exist
against CNA in any forum.

VIIL.
CONCLUSION

For the foregoing reasons, the Bankruptcy Court should dismiss CNA’s Adversary
Proceeding for failure to state a claim, with prejudice and without leave to amend and for all other

relief that Bankruptcy Court may find warranted by law or equity.

Dated: April 6, 2020 DENTONS US LLP
SAMUEL R. MAIZEL
SAM J. ALBERTS
SONIA R. MARTIN
TANIA M. MOYRON

By__ /s/Tania M. Moyron
Tania M. Moyron

Attorneys for Verity Health Systems of
California, Inc., et al.
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UNITED STATES BANKRUPTCY COURT
FOR THE CENTRAL DISTRICT OF CALIFORNIA -
LOS ANGELES DIVISION

Main Documein
1 || SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com
2 || SAM J. ALBERTS (admitted pro hac vice)
sam.alberts@dentons.com
3 || SONIA R. MARTIN (Bar No. 191148)
sonia.martin@dentons.com
4 || TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com
5 || DENTONS US LLP
601 South Figueroa Street, Suite 2500
6 || Los Angeles, California 90017-5704
; Tel: (213) 623-9300 / Fax: (213) 623-9924
Attorneys for the Chapter 11 Debtors and
8 || Debtors In Possession
9
10
1 1 Inre
12 VERITY HEALTH SYSTEM OF CALIFORNIA,
INC., et al.,
13 Debtors and Debtors In Possession.
14
5 L] Affects All Debtors
Affects Verity Health System of California, Inc.
16 || O Affects O’Connor Hospital
L] Affects Saint Louise Regional Hospital
17 Affects St. Francis Medical Center
Affects St. Vincent Medical Center
18 Affects Seton Medical Center
L] Affects O’Connor Hospital Foundation
19 || O Affects Saint Louise Regional Hospital Foundation
L] Affects St. Francis Medical Center of Lynwood
20 Foundation
L] Affects St. Vincent Foundation
21 Affects St. Vincent Dialysis Center, Inc.
L] Affects Seton Medical Center Foundation
22 || O Affects Verity Business Services
L] Affects Verity Medical Foundation
23 Affects Verity Holdings, LLC
Affects De Paul Ventures, LLC
24 Affects De Paul Ventures - San Jose ASC, LLC
25 Debtors and Debtors In Possession.
26
27
28

Lead Bankruptcy 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
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

Adversary No. 2:20-ap-01051-ER

REQUEST FOR JUDICIAL NOTICE IN
SUPPORT OF DEBTORS’ MOTION TO
DISMISS COMPLAINT UNDER RULE 12(b),
WITH PREJUDICE

Hearing Date and Time:
Date: May 6, 2020
Time: 10:00 a.m.
Place: Courtroom 1568
255 E. Temple St.
Los Angeles, CA 90012

1820151200407000000000005




DENTONS US LLP
601 SOUTH FIGUEROA STREET, SUITE 2500

Los ANGELES, CALIFORNIA 90017-5704

(213) 623-9300

Cé%@SlL 228vap282053ER I:Qfé@r%nt Fited O#IM&/OE/QK?V%@@/@%?@Q@ 0623 18584

Main Document  Page 2 of

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

CALIFORNIA NURSES ASSOCIATION (CNA)
Plaintiff,
v.

VERITY HEALTH SYSTEMS OF CALIFORNIA,
INC., a California Corporation; ST. FRANCIS
MEDICAL CENTER, an Affiliate; ST. VINCENT
MEDICAL CENTER, an Affiliate; SETON
MEDICAL CENTER, an Affiliate; ST. FRANCIS
MEDICAL CENTER OF LYNWOOD, an Affiliate;
ST. VINCENT DIALYSIS CENTER, INC., an
Affiliate; VERITY HOLDINGS, LLC, an Affiliate;
DEPAUL VENTURES, LLC, an Affiliate;
RICHARD ADCOCK, an Individual; STEVEN
SHARRER, an Individual, and DOES 1 through 500,

Defendants.
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Verity Health System of California, Inc. (“VHS”), and the above-referenced affiliated
debtors and debtors-in-possession (collectively, the “Debtors”) in the above-captioned chapter 11

cases (the “Bankruptcy Cases”) pending in the United States Bankruptcy Court for the Central

District of California (the “Bankruptcy Court”) and the defendants herein, hereby request that the

Court take judicial notice of the following documents filed and entered in the Bankruptcy Cases,
pursuant to Rule 201 of the Federal Rules of Evidence,! in support of the Defendants’ Motion to
Dismiss California Nurses Association’s Complaint filed concurrently herewith:

1. Notice of Appearance and Request for Special Notice and Inclusion of Mailing List
[Bankr. Docket No. 200]. A true and correct copy is attached hereto as Exhibit “1.”

2. Notice of Appointment and Appointment of Committee of Creditors Holding
Unsecured Claims [Bankr. Docket No. 197]. A true and correct copy is attached hereto as
Exhibit “2.”

3. Order Granting Debtor's Motion For Approval Of Settlement Agreement With
SEIU-UHW Related To The Closure Of St. Vincent Medical Center [Bankr. Docket No. 4340]. A
true and correct copy is attached hereto as Exhibit “3.”

4. Debtors’ Omnibus Motion for Approval of 1) Settlement Agreements with Labor
Unions, 2) Assumption and Assignment of Modified Collective Bargaining Agreements to SGM,
3) Termination of Retiree Healthcare Benefits and 4) Related Relief [Bankr. Docket No. 3604].
A true and correct copy is attached hereto as Exhibit “4.”

5. Declaration of Richard G. Adcock in Support of Emergency First-Day Motions
[Bankr. Docket No. 8]. A true and correct copy is attached hereto as Exhibit “5.”

6. 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 (Il) 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 [Bankr. Docket No. 22].

! Rule 201 of the Federal Rules of Evidence provides that the Court “may take judicial notice at
any stage of the proceeding.” See FED. R. EVID. 201(d).

1
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A true and correct copy is attached hereto as Exhibit “6.”

7. Final Order Granting the 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 [Bankr. Docket No. 612]. A true and correct copy is attached hereto as
Exhibit “7.”

8. Memorandum of Decision (1) Overruling Objections to the (A) Prepetition Wages
Motion and (B) Financing Motions and (2) Denying Motion for Reconsideration of the Final
Financing Order [Bankr. Docket No. 614]. A true and correct copy is attached hereto as Exhibit
g »

0. Declaration of James M. Moloney in Support of the Debtors’ Memorandum. in
Support of Entry of an Order: (A) Authorizing the Sale of Property 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 [Bankr. Docket No.
2220]. A true and correct copy is attached hereto as Exhibit “9.”

10. Order (A) Authorizing The Sale Of Certain Of The Debtors' Assets To Santa Clara
County Free And Clear Of Liens, Claims, Encumbrances, And Other Interests; (B) Approving
The Assumption And Assignment Of An Unexpired Lease Related Thereto; And (C) Granting
Related Relief. [Bankr. Docket No. 1153]. A true and correct copy is attached hereto as Exhibit
“10.”

11. Order (1) Approving Form Of Asset Purchase Agreement For Stalking Horse
Bidder And For Prospective Overbidders, (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 (4) Authorizing The Sale Of Property Free

And Clear Of All Claims, Liens And Encumbrances, Memorandum Of Points And Authorities In
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Support Thereof [Bankr. Docket No. 1572]. A true and correct copy is attached hereto as Exhibit
“11.”

12.  Asset Purchase Agreement [Bankr. Docket No. 2305-1]. A true and correct copy
is attached hereto as Exhibit “12.”

13. Order (A) Authorizing The Sale Of Certain Of The Debtors' Assets To Strategic
Global Management, Inc. free And Clear Of Liens, Claims, Encumbrances, And Other Interests;
(B) Approving The Assumption And Assignment Of An Unexpired Lease Related Thereto; And (C)
Granting Related Relief [Bankr. Docket No. 2306]. A true and correct copy is attached hereto as
Exhibit “13.”

14.  Debtors' Emergency Motion for the Entry of an Order: (I) Enforcing the Order
Authorizing the Sale to Strategic Global Management, Inc; (Il) Finding That the Sale is Free and
Clear of Conditions Materially Different Than Those Approved by the Court; (IIl) Finding That
the Attorney General Abused His Discretion in Imposing Conditions on That Sale; and (IV)
Granting Related Relief;, Memorandum of Points and Authorities and Declarations In Support
Thereof | Bankr. Docket No. 3188]. A true and correct copy is attached hereto as Exhibit "14."

15.  Excerpts from transcript of hearing in this action on October 15, 2019. True and
correct copies of excerpts from this transcript are attached hereto as Exhibit “15.”

16.  Memorandum of Decision Granting Debtors' Emergency Motion to Enforce the
Sale Order [Bankr. Docket No. 3446]. A true and correct copy is attached hereto as Exhibit "16."

17.  Stipulation By Verity Health System of California, Inc. and the California Attorney
General Resolving "Debtors' Emergency Motion For The Entry Of An Order: (1) Enforcing The
Order Authorizing The Sale To Strategic Global Management, Inc.; (II) Finding That The Sale Is
Free And Clear Of Conditions Materially Different Than Those Approved By The Court; (Ill)
Finding That The Attorney General Abused His Discretion In Imposing Conditions On That Sale;
And (IV) Granting Related Relief [Bankr. Docket No. 3572]. A true and correct copy is attached
hereto as Exhibit “17.”

18.  Notice of lodgment Filed by Debtor Verity Health System of California, Inc.

regarding Debtors' Emergency Motion for the Entry of an Order: (I) Enforcing the Order
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Authorizing the Sale to Strategic Global Management, Inc; (Il) Finding That the Sale is Free and
Clear of Conditions Materially Different Than Those Approved by the Court; (IIl) Finding That
the Attorney General Abused His Discretion in Imposing Conditions on That Sale; and (IV)
Granting Related Relief; Memorandum of Points and Authorities and Declarations In Support
Thereof [Bankr. Docket No. 3574]. A true and correct copy is attached hereto as Exhibit “18.”

19. Objection relating to Dkt. 3574 Notice of Lodgment filed by Debtor Verity Health
System of California, Inc. [Bankr. Docket No. 3582]. A true and correct copy is attached hereto as
Exhibit “19.”

20. Order Granting 'Debtors' Emergency Motion For The Entry Of An Order: (I)
Enforcing The Order Authorizing The Sale To Strategic Global Management, Inc.; (Il) Finding
That The Sale Is Free And Clear Of Conditions Materially Different Than Those Approved By
The Court;, (Ill) Finding That The Attorney General Abused His Discretion In Imposing
Conditions On That Sale; and (IV) Granting Related Relief; [Bankr. Docket No. 3611]. A true
and correct copy is attached hereto as Exhibit “20.”

21. Order Granting (1) finding that SGM is obligated to promptly close the SGM sale
under section 8.6 of the APA, provided that all other conditions to closing have been satisfied and
(2) granting debtors' motion for a continuance of the hearing to approve the disclosure statement
from November 20, 2019 at 10:00 a.m. to November 26, 2019 at 10:00 a.m. [Docket No. 3633].
A true and correct copy is attached hereto as Exhibit “21.”

22. Order Granting Memorandum of decision (1) finding that SGM is obligated to
promptly close the SGM sale under section 8/6 of the APA, provided that all other conditions to
closing have been satisfied and (2) granting debtors' motion for a continuance of the hearing to
approve the disclosure statement [Bankr. Docket No. 3632]. A true and correct copy is attached
hereto as Exhibit “22.”

23. Order Approving Stipulation Re: Assumption And Assignment Of Medicare
Provider Agreements To Strategic Global Management, Inc. [Bankr. Docket No. 3680]. A true
and correct copy is attached hereto as Exhibit “23.”

24, Order Authorizing Debtors To Sell Medi-Cal Provider Agreements, Free And
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Clear Of Interests Asserted By The California Department Of Health Care Services [Bankr.
Docket No. 3372]. A true and correct copy is attached hereto as Exhibit “24.”

25.  Stipulation By Verity Health System of California, Inc. and California Department
of Health Care Services, and Olffice of the Attorney General of the State of California,; Stipulation
Re: Assumption and Assignment of Medi-Cal Provider Agreements to Strategic Global
Management, Inc. [Bankr. Docket No. 3786]. A true and correct copy is attached hereto as
Exhibit “25.”

26. Order Approving Stipulation Re: Assumption And Assignment Of Medi-Cal
Provider Agreements To Strategic Global Management, Inc. [Bankr. Docket No. 3787]. A true
and correct copy is attached hereto as Exhibit “26.”

27.  Motion to (A) Continue Hearing on Motion of the Debtors for an Order
Approving: (I) Proposed Disclosure Statement; (II) Solicitation and Voting Procedures; (IlI)
Notice and Objection Procedures for Confirmation of Debtors' Plan, and (IV) Granting Related
Relief; (B) Continue the Reply Deadline with Respect to Disclosure Statement Objections, and
(C) Use the November 26, 2019, 10:00 a.m. Hearing Date for a Status Conference on This Matter
[Bankr. Docket No. 3644]. A true and correct copy is attached hereto as Exhibit “27.”

28. Order Granting Motion To (4) Continue Hearing On Motion Of The Debtors For
An Order Approving: (I) Proposed Disclosure Statement; (II) Solicitation And Voting
Procedures, (IIl) Notice And Objection Procedures For Confirmation Of Debtors' Plan, And (1V)
Granting Related Relief; (B) Continue The Debtors' Reply Deadline With Respect To Disclosure
Statement Objections, And (C) Use The November 26, 2019, 10:00 A.M. Hearing Date For A
Status Conference On This Matter [Bankr. Docket No. 3646]. A true and correct copy is attached
hereto as Exhibit “28.”

29. Opposition to Debtors’ Emergency Motion for Authorization to Close St. Vincent
Medical Center [Bankr. Docket No. 3914]. A true and correct copy is attached hereto as Exhibit
“29.”

30.  Strategic Global Management, Inc.’s Reservation of Rights in Connection With

Debtors Status Conference Report [Bankr. Docket No. 3701]. A true and correct copy is attached
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1 || hereto as Exhibit “30.”
2 31.  Debtors’ Ex Parte Motion for an Order Allowing the Debtors to File
3 || Correspondence Regarding the SGM Sale Under Seal [Bankr. Docket No. 3697]. A true and
4 || correct copy is attached hereto as Exhibit “31.”
5 32. Order Granting Debtors’ Ex Parte Motion for an Order Allowing the Debtors to
6 || File Correspondence Regarding the SGM Sale Under Seal [Bankr. Docket No. 3699]. A true and
7 || correct copy is attached hereto as Exhibit “32.”
8 33. Objection to Debtor’s Ex Parte Motion for an Order Allowing the Debtors to File
9 || Correspondence Regarding the SGM Sale Under Seal [Bankr. Docket No. 3698]. A true and
10 || correct copy is attached hereto as Exhibit “33.”
11 34.  Excerpts from transcript of hearing in this action on Nov. 26, 2019. True and
12 || correct copies of excerpts from this transcript are attached hereto as Exhibit “34.”
13 35. Order (1) finding that SGM is obligated to close the SGM sale by no later than
14 || December 5, 2019 and (2) setting continued hearing on debtors' motion for approval of
15 || disclosure statement to December 12, 2019 at 10:00 a.m. [Bankr. Docket No. 3724]. A true and
16 || correct copy is attached hereto as Exhibit “35.”
17 36.  Memorandum of Decision Finding that SGM is Obligated to Close the SGM Sale
18 || by No Later than December 5, 2019 [Bankr. Docket No. 3723]. A true and correct copy is
19 || attached hereto as Exhibit “36.”
20 37.  Notice of Appeal and Statement of Election to Bankruptcy Appellate Panel Filed
21 || by Interested Party Strategic Global Management, Inc. [Bankr. Docket No. 3726]. A true and
22 || correct copy is attached hereto as Exhibit “37.”
23 38.  Notice of Appeal and Statement of Election to Bankruptcy Appellate Panel [Bankr.
24 || Docket No. 3727]. A true and correct copy is attached hereto as Exhibit “38.”
25 39.  Emergency Motion for (I) Issuance of an Order to Show Cause Why Strategic
26 || Global Management, Inc. Failed to Close the Sale Transaction by December 5, 2019; and (Il)
27 || Entry of an Order Enforcing Prior Court Orders Requiring Strategic Global Management, Inc. to

28 || Close the Sale Transaction by December 5, 2019 [Bankr. Docket No. 3773]. A true and correct
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copy is attached hereto as Exhibit “39.”

40.  Memorandum Of Decision Denying Debtors' Emergency Motion For Issuance Of
An Order To Show Cause Re: Closing Of The SGM Sale [Bankr. Docket No. 3783]. A true and
correct copy is attached hereto as Exhibit "40."

41.  Expression of Concern Filed by Interested Party Medical Staff of Seton Medical
Center [Bankr. Docket No. 3790]. A true and correct copy is attached hereto as Exhibit “41.”

42.  Official Committee of Unsecured Creditors of Verity Health System of California,
Inc. Expression of Concern [Bankr. Docket No. 3803]. A true and correct copy is attached hereto
as Exhibit “42.”

43. Complaint for Breach of Contract, Promissory Fraud, and Tortious Breach of
Contract (Breach of Implied Covenant of Good Faith and Fair Dealing) [Adv. P. No. 20-01001,
Docket No. 1]. A true and correct copy is attached hereto as Exhibit “43.”

44.  Debtors' Emergency Motion for Authorization to Close St. Vincent Medical Center
[Bankr. Docket No. 3906]. A true and correct copy is attached hereto as Exhibit “44.”

45. Order Granting Debtors' Emergency Motion For Authorization To Close St.
Vincent Medical Center [Bankr. Docket No. 3934]. A true and correct copy is attached hereto as
Exhibit “45.”

46.  Memorandum Of Decision Granting Debtors' Emergency Motion For
Authorization To Close St. Vincent Medical Center [Bankr. Docket No. 3933]. A true and correct
copy is attached hereto as Exhibit “46.”

47.  Debtors’ Status Report Regarding Closure Of St. Vincent Medical Center, dated
January 23, 2020 [Bankruptcy Docket No. 3982]. A true and correct copy is attached hereto as
Exhibit “47.”

48.  Debtors’ Status Report Regarding Closure of St. Vincent Medical Center, dated
February 6, 2020 [Bankr. Docket No. 4053] . A true and correct copy is attached hereto as
Exhibit “48.”

49.  Debtors’ Status Report Regarding Closure of St. Vincent Medical Center, dated

February 20, 2020 [Bankr. Docket No. 4126]. A true and correct copy is attached hereto as
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Exhibit “49.”

50.  Debtors’ Status Report Regarding Closure of St. Vincent Medical Center, dated
April 2, 2020 [Bankr. Docket No. 4410]. A true and correct copy is attached hereto as Exhibit
“50.”

51.  Declaration of Richard G. Adcock In Support of Debtors’ Motion for Approval of
Settlement Agreement with SEIU-UHW Related to the Closure of St. Vincent Medical Center,
Including Allowance of Certain Claims and Consensual Modification of the Applicable Collective
Bargaining Agreement [Bankr. Docket No. 4265]. A true and correct copy is attached hereto as
Exhibit “51.”

52. CNA'’s January 31, 2020 National Labor Relations Board (“NLRB”’) Charge 31-
CA-255580. A true and correct copy is attached hereto as Exhibit "52."

53.  CNA’s March 20, 2020 amended NLRB Charge 31-CA-255580. A true and
correct copy is attached hereto as Exhibit "53."

54. CNA'’s February 21, 2020 NLRB Charge 31-CA-256890. A true and correct copy
is attached hereto as Exhibit "54."

55.  Motion to Withdraw Reference of Adversary Proceeding No. 2:20-ap-1051-ER to
the U.S. Bankruptcy Court for Case No. 2:18-bk-20151-ER., District Court for the Central
District of California Case No. 2:20-cv-02623-SVW, [District Docket No. 1]. A true and correct
copy is attached hereto as Exhibit “55.”

56. Objection to Motion for Entry of Final Order: (I) Authorizing The Debtors To (4)
Pay Prepetition Employee Wages And Salaries And (B) Pay And Honor Employee Benefits And
Other Workforce Obligations,; And (Ill) Authorizing And Directing The Applicable Bank To Pay
All Checks And Electronic Payment Requests Made by The Debtors Relating to The Foregoing.
[Bankr. Docket No. 223]. A true and correct copy is attached hereto as Exhibit “56.”

57.  Notice Of Hearing And Motion Of The Debtors For An Order Approving: (I)
Proposed Disclosure Statement; (II) Solicitation And Voting Procedures; (III) Notice and
Objection Procedures For Confirmation Of Debtors’ Plan; And (IV) Granting Related Relief-

[Bankr. Docket No. 2995]. A true and correct copy is attached hereto as Exhibit “57.”
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58.  Disclosure Statement Describing Debtors’ Chapter 11 Plan of Liquidated (Dated
September 3, 2019). [Bankr. Docket No. 2994]. A true and correct copy is attached hereto as
Exhibit “58.”

59.  Debtors’ Notice of Motion and Motion for the Entry of (I) An Order (1) Approving
Form of Asset Purchase Agreement for Stalking Horse Bidder and for Prospective Overbidders,
(2) Approving Auction Sale Format, Budding Procedures and Stalking Horse Bid Protections; (3)
Approving Form of Notice to be Provided to Interested Parties; (4) Scheduling of 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. [Bankr. Docket No. 1279]. A true and correct copy is attached hereto as Exhibit

6659'97

Dated: April 6, 2020 DENTONS US LLP
SAMUEL R. MAIZEL
SAM J. ALBERTS
SONIA R. MARTIN
TANIA M. MOYRON

By__ /s/Tania M. Moyron
Tania M. Moyron

Attorneys for Verity Health Systems of
California, Inc., ef al.

114561635
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KYRSTEN B. SKOGSTAD (SBN 281583)
NICOLE J. DARO (SBN 276948)
CALIFORNIA NURSES ASSOCIATION
LEGAL DEPARTMENT

155 Grand Avenue

Oakland, CA 94612

(510) 273-2200 (telephone)

(510) 663-4822 (facsimile)
kskogstad@calnurses.org
ndaro@calnurses.org

Attorneys for Creditor
CALIFORNIA NURSES ASSOCIATION

UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

In Re Case No.: 2:18-bk-20151-ER

CHAPTER 11
NOTICE OF APPEARANCE AND

REQUEST FOR SPECIAL NOTICE AND
INCLUSION ON MAILING LIST

VERITY HEALTH SYSTEM OF
CALIFORNIA, INC,,

Debtor.

N e e e e’ e’ e e e e e e e e

PLEASE TAKE NOTICE that the undersigned attorneys enter their notice of
appearance in the above-entitled case on behalf of creditor California Nurses Association
(“CNA”) and give this notice of appearance and request of all matters that must be noticed to
creditors, the Trustee, the Debtors, or other parties in interest, and further request notice of
Limited Notice Proceedings. For purposes of notice and service, the following address shall be

used:

noriceor aereasance vorecuest o seecuat vo | [ IINTHIN AT (WAIAAALALAII
Case No. 2:18-bk-2015!

1820151180917000000000054

Docket #0200 Date Filed: 9/17/2018
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Kyrsten B. Skogstad, Esq.
Nicole J. Daro, Esq.
CALIFORNIA NURSES ASSOCIATION

LEGAL DEPARTMENT

155 Grand Avenue

Oakland, CA 94612

(510) 273-2200 (telephone)

(510) 663-4822 (facsimile)

Electronic Mail: kskogstad@calnurses.org
ndaro@calnurses.org

This request includes the type of notice referred to in Bankruptcy Rules 2002(i) and
3017(a), 4001, 9007 and Section 1109 of the Bankruptcy Code, and also includes without
limitation, all schedules, notices of any orders, applications, complaints, answers, demands,
replies, hearings, motions, petitions, pleadings, disclosure statements, plans, requests,
memoranda or briefs in support of any of the foregoing, and any other documents brought
before the court in this case, whether formal or informal, whether written or oral, and whether

transmitted or conveyed by mail delivery, telephone, facsimile transmission or otherwise.

Dated: September 17, 2018 CALIFORNIA NURSES ASSOCIATION
LEGAL DEPARTMENT

By s/ Kyrsten B. Skogstad
Kyrsten B. Skogstad
Attorneys for Creditor
CALIFORNIA NURSES ASSOCIATION

2

NOTICE OF APPEARANCE AND REQUEST FOR SPECIAL NOTICE AND INCLUSION ON MAILING LIST
Case No. 2:18-bk-20151-ER
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PETER C. ANDERSON

UNITED STATES TRUSTEE

JILL M. STURTEVANT, State Bar No. 089395
ASSISTANT UNITED STATES TRUSTEE
HATTY YIP, State Bar No. 246487

ALVIN PAN MAR, State Bar No. 151482
TRIAL ATTORNEY

OFFICE OF THE UNITED STATES TRUSTEE
915 Wilshire Blvd., Suite 1850

Los Angeles, California 90017

(213) 894-1507 telephone

(213) 894-2603 facsimile

Email: hatty.yip@usdoj.gov

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

LOS ANGELES DIVISION

In re: 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;

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

Debtor(s). Case No.: 2:18-bk-20165-ER;

. Case No.: 2:18-bk-20167-ER;

Case No.: 2:18-bk-20168-ER;

_X_ Affects All Debtors Case No.: 2:18-bk-20169- ER
__ Affects Verity Health System of Case No.: 2:18-bk-20171-ER,;
California, Inc. Case No.: 2:18-bk-20172-ER;

___ Affects O’Connor Hospital Case No.: 2:18-bk-20173-ER;
___ Affects Saint Louise Regional Hospital Case No.: 2:18-bk- 20175-ER
__ Affects St. Francis Medical Center Case No.: 2:18-bk-20176-ER;
__ Affects St. Vincent Medical Center Case No.: 2:18- bk-20178-ER;
_ Affects Seton Medical Center Case No.: 2:18-bk-20179-ER;
___ Affects O’Connor Hospital Foundation 2:18-bk-20180-ER;
Affects Saint Louise Regional Hospital Case No.: 2:18-bk-20181-ER

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, LL.C

Chapter 11 Cases

NOTICE OF APPOINTMENT AND
APPOINTMENT OF COMMITTEE OF
CREDITORS HOLDING UNSECURED
CLAIMS

Debtors and Debtors In Possession

St S e N N e N N e M s N e e e Nt N e St S St S i i’ e’ et et et e et e e e e e
o
[72]
(¢]
o

-1- 1820151180917000000000036
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Pursuant to 11 U.S.C. Section 1102(a), the undersigned hereby appoints the following nine
(9) Creditors to serve on the Committee of Creditors holding unsecured claims:
SEE ATTACHED EXHIBIT A

DATED: September 17, 2018 Respectfully submitted,
PETER C. ANDERSON
UNITED STATES TRUSTEE

%O&,\OW

Peter C. Anderson
United States Trustee
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EXHIBIT “A”

Aetna Life Insurance Company

Attn: Paul Weller, Head of Provider Litigation
1425 Union Meeting Road, Mail Stop U23S
Blue Bell, PA 19422

Telephone: (215) 775-0788

Email: pdweller@aetna.com

Allscripts Healthcare, LLC

c/o Greg Bianchi

10 Glenlake Parkway, Suite 500
Atlanta, GA 30328

Telephone: (404) 847-5901

California Nurses Association (CNA)
Attn: Krysten Skogstad, In-House Counsel
155 Grand Avenue

Oakland, CA 94612

Telephone: (510) 273-2273

Email: kskogstad@calnurses.org

Iris Lara

c/o Trisha Monesi

1875 Century Park East, Suite 100

Los Angeles, CA 90067

Telephone: (310) 712-8014

Email; trisha.monesi@capstonelawyers.com

Medline Industries, Inc.

Three Lakes Drive

Northfield, IL 60093

Telephone: (262) 367-7501 x 2252
Email: sreed@medline.com

Pension Benefit Guaranty Corporation (“PBGC”)
Attn: Michael Strollo and Emily Lesniewski
1200 K Street, NW

Washington, DC 20005

Telephone: (202) 326-4000 ext 4907, 6137
Email: strollo.michael.pbgc.gov

SEIU United Healthcare Workers West
Attn: David Miller

560 Thomas L Berkeley Way

Oakland, CA 94612-1602

Telephone: (510) 251-1250

Email: dmiller@seiu-uhw.org
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Sodexo Operations, LLC, a Delaware Limited Liability Company Sodexo CTM LLC
Attn: Brad Hamman

283 Cranes Roost Blvd, Ste 260

Altamonte Springs, FL 32701

Telephone: (407) 339-3230, ext 35204

Email: Brad. Hamman(@sodexo.com

St. Vincent IPA Medical Corporation

c/o Mark Neubauer, Esq. and Donald Kirk, Esq.
Carlton Fields Jorden Burt, LLP

2000 Avenue of the Stars, Suite 530N

Los Angeles, CA 90067-4707

Telephone: (310) 843-6310 or (813) 229-4334
Email: dkirk@carltonfields.com




PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
915 Wilshire Blvd., Suite 1850, Los Angeles, CA 90017

A true and correct copy of the foregoing document entitied (specify): __ NOTICE OF APPOINTMENT AND
APPOINTMENT OF COMMITTEE OF CREDITORS HOLDING UNSECURED CLAIMS

will be served or was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in
the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General

Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date)
9/17/18 , | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the

following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

SEE ATTACHED LIST
X Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On (date) _9/17/118 , | served the following persons and/or entities at the last known addresses in this bankruptcy case
or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, first
class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge
will be completed no later than 24 hours after the document is filed.

SEE ATTACHED LIST
X Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served); Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) _9/17/18 , | served the
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

JUDGE'’S COPY: [Pursuant to the UST’s agreement with the U.S. Bankruptcy Court, Judge’s Courtesy Copy was mailed
via Federal Express overnight mail to the following address] U.S. Bankruptcy Court, 255 E. Temple St., Room 940, Los
Angeles, CA 90012, Attn: Mail Room Clerk—Judges Copies

[] Service information continued on attached page

| declare under penalty of perjury under the laws of the United States that the forggoing is tr nd correct.
9/17/18 Helen Cruz m Qﬁ

Date Printed Name Skgnature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 : F 9013-3.1.PROOF.SERVICE



1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):
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Simon Aron  saron@wrslawyers.com

Alicia K Berry  Alicia.Berry@doj.ca.gov

Scott E Blakeley seb@blakeleyllp.com, ecf@blakeleyllp.com

Damarr M Butler  butler.damarr@pbgc.gov, efile@pbgc.gov

Lori A Butler  butler.lori@pbgc.gov, efile@pbgc.gov

Aaron Davis  aaron.davis@bryancave.com, kat.flaherty@bryancave.com

M Douglas Flahaut flahaut.douglas@arentfox.com

Jeffrey K Garfinkle  jgarfinkle@buchalter.com, docket@buchalter.com;dcyrankowski@buchalter.com
Lawrence B Gill  Igill@nelsonhardiman.com, rrange@nelsonhardiman.com

Steven T Gubner sgubner@bg.law, ecf@bg.law

Darryl S Laddin  bkrfilings@agg.com

Richard A Lapping richard@lappinglegal.com

Elan S Levey elan.levey@usdoj.gov, louisa.lin@usdoj.gov

Samuel R Maizel samuel.maizel@dentons.com,

alicia.aguilar@dentons.com;docket.general.lit. LOS@dentons.com;tania.moyron@dentons.com;kathryn.howard@
dentons.com

Alvin Mar  alvin.mar@usdoj.gov

Craig G Margulies  Craig@MarguliesFaithlaw.com,
Victoria@MarguliesFaithlaw.com;Helen@MarguliesFaithlaw.com

Hutchison B Meltzer  hutchison.meltzer@doj.ca.gov, Alicia.Berry@doj.ca.gov

John A Moe john.moe@dentons.com,
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yan.bates@dentons.com
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Tania M Moyron  tania.moyron@dentons.com, chris.omeara@dentons.com
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Melissa T Ngo  ngo.melissa@pbgc.gov, efile@pbgc.gov

Abigail V O'Brient  avobrient@mintz.com, docketing@mintz.com;DEHashimoto@mintz.com;nleali@mintz.com
Aram Ordubegian  ordubegian.aram@arentfox.com

Michael B Reynolds  mreynolds@swlaw.com, kcollins@swlaw.com

Emily P Rich  erich@unioncounsel.net, bankruptcycourtnotices@unioncounsel.net

Julie H Rome-Banks julie@bindermalter.com

Mary H Rose  mrose@buchalter.com, salarcon@buchalter.com

Mark A Serlin  ms@swiliplaw.com, mor@swliplaw.com

Rosa A Shirley  rshirley@nelsonhardiman.com, rrange@nelsonhardiman.com;lgill@nelsonhardiman.com
Jason D Strabo  jstrabo@mwe.com, ahoneycutt@mwe.com;jmariani@mwe.com

Ralph J Swanson ralph.swanson@berliner.com, sabina.hall@berliner.com

Gary F Torrell  gft@vrmlaw.com

United States Trustee (LA) ustpregion16.la.ecf@usdoj.gov

Matthew S Walker matthew.walker@pillsburylaw.com, candy.kleiner@pillsburylaw.com

Jason Wallach  jwallach@ghplaw.com, g33404@notify.cincompass.com

Kenneth KWang kenneth.wang@doj.ca.gov,
Jennifer.Kim@doj.ca.gov;susan.lincoln@doj.ca.gov;yesenia.caro@doj.ca.gov

Latonia Williams  Iwilliams@goodwin.com, bankruptcy@goodwin.com
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2. SERVED BY UNITED STATES MAIL:
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e DEBTOR: Verity Health System of California, Inc., 2040 E. Mariposa Avenue, El Segundo, CA 90245

e DEBTOR'S ATTY. Samuel R Maizel, Dentons US LLP, 601 South Figueroa Street, Suite 2500, Los Angeles, CA

90017

MANUAL: Sam J Alberts, DENTONS US LLP, 1900 K Street NW, Washington, DC 20006

MANUAL.: Alicia Berry, California Attorney General, 300 South Spring St Ste 1702, Los Angeles, CA 90013

MANUAL: Daniel S Bleck, Mintz, Levin, et al, One Financial Center, Boston, MA 02111

MANUAL: Nathan F Coco, McDermott Will & Emery, 444 West Lake Street, Chicago, IL 60606-0029

MANUAL: lan A Hammel, Mintz Levin Cohn Ferris Glovsky & Popeo, One Financial Center,

Boston, MA 02111

¢ MANUAL: Donald R Kirk, Carlton Fields Jorden Burt, P.A., 4221 W. Boy Scout Blvd., Suite 1000
Tampa, FL 33607-5780

o  MANUAL: Claude D Montgomery, DBENTONS US LLP, 1221 AVENUE OF THE AMERICAS,
New York, NY 10020-1001

e MANUAL: Megan Preusker, McDermott Will & Emery, 444 West Lake Street, Chicago, L 60606-0029

e MANUAL: Jason Reed, MASLON LLP, 3300 WELLS FARGO CENTER, 90 SOUTH SEVENTH STREET,
MINNEAPOLIS, MN 55402

e MANUAL: Paul J Ricotta, Mintz Levin Cohn Ferris Glovsky and Pope, Chrysler Center 666 Third Ave
New York, NY 10017

e MANUAL: Clark Whitmore, MASLON LLP, 3300 WELLS FARGO CENTER, 90 S 7TH STREET, MINNEAPOLIS,
MN 55402

¢ MANUAL: John Ryan Yant, Carlton Fields Jorden Burt, P.A., 4221 W. Boy Scout Blvd., Suite 1000,
Tampa, FL 33607-5780

50™ LARGEST UNSECURED CREDITORS:

Waheed Wabhidi, et al., c/o Law office of Kevin T Barnes, 1635 Pontius Ave., 2nd FI., Los Angeles, CA 90025, Attn:

Kevin T. Barnes

Verity Health System Retirement Plan A, c/o John Hancock Retirement Plan Services, 690 Canton St., Westwood,

MA 02090, Attn: Dawn Florio

Retirement Plan for Hospital Employees, c/o Board of Trustees Retirement Plan For Hospital Employees Retirement

Plan Office, P.O. Box 2949, San Francisco, CA 94126-2949, Attn: Larry Reid

Department of Health Care Services (DHCS), c/o Department of Health Care Services, Mail Stop 1101, 1501 Capital

Ave., Ste. 71.2048, Sacramento, CA 95814-5005, Attn: Brian Clausse

Aetna Life Insurance Company, c/o Aetna Legal Department, 1425 Union Meeting Rd., Blue Bell, PA 19422, Attn:

Paul Weller

Ivonne Engelman, c/o One Wilshire Blvd., Ste. 2200, Los Angeles, CA 20017, Attn: Renee L. Campbell

Iris Lara, Tanya Lara, Jarmaine Jonhs, c/o Mahoney Law Group, 249 E. Ocean Blvd., Ste. 814, Long Beach, CA

90802, Attn: Kevin Mahoney Treana Allen — Mahoney

Josefina Robles, 2600 Michelson Dr., Ste. 1700, Irvine, CA 92612, Attn: Yolanda M. Medina

Diane Nguyen, c/o Otkupman Law Firm, 28632 Roadside Dr., Ste. 203, Agoura Hills, CA 91301, attn.: Roman
Otkupman

Allscripts Healthcare LLC, 305 Church at N. Hill St., Raleigh, NC 27609, Attn: John Sage

Medline Industries, Inc., Three Lakes Dr., Northfield, IL 60093, Attn: Mike Ogden

Sodexo (Biomed Services), c/o Hunton Andrews Kurth, 50 California St., Ste. 1700, San Francisco, CA 94111, Attn:
Susan Joo

Heritage Provider Network (Regal Medical Group), 8510 Balboa Blvd., Ste. 150, Northridge, CA 91325, Attn: Lloyd
Wilensky

Premier Healthcare Solutions, Inc., 5882 Collections Center Dr., Chicago, IL 60693, Attn: Mike Morrelli

McKesson Corporation, PO Box 98347, Chicago, IL 60693-8347, Attn: Tonoa Jordan

Centers for Medicare & Medicaid Services, U.S. Centers for Medicare &Medicaid Services, 7500 Security Blvd.,

Baltimore, MD 21244, Attn; CMS Baltimore Headquarters

Zimmer USA, 310 Interlocken Parkway, Ste. 120, Broomfield, CO 80021, Attn: Bart Hess

Microsoft Licensing Gp, c/o BofA, 1950 N Stemmons Fwy. #5010 LB #842467, Dallas, TX 75207, Attn: Jason Baxley

Medtronic USA Inc., 710 Medtronic Pkwy. NE, Minneapolis, MN 55432-5604, Attn: Samir Choksi

Anthem Blue Cross, 21555 Oxnard St., 8th Fl., Woodland Hills, CA 91367, Attn: Nicole Brown
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Anthem Blue Cross, 2121 N. California Blvd., 7' FI., Los Angeles, CA 94596, Attn: Frank Bird, VP

Workday, Inc., 6230 Stoneridge Mall Rd., Pleasanton, CA 94588, Attn: Mark Overfelt

Boston Scientific, 47201 Lakeview Blvd., Fremont, CA 94537-5120, Attn; Mykkia Cameron

Stryker Corporation, Stryker Global Headquarters, 2825 Airview Blvd., Kalamazoo, MI 49002, Attn: Rick Kalinowski

Stationary Engineers Local 39 Trust - Defined Benefit Plan, PO Box 1737, San Ramon, CA 94583

Stationary Engineers Local 39 Trust - Defined Benefit Plan, 7180 Koll Center Pkwy., Ste. 200, Pleasanton, CA
94566, Attn: Mark Gong

Cardinal Health, 7000 Cardinal PI., Dublin, OH 43017, Attn; Jeff Reid

St. Vincent Independent Physicians Assoc., c/o Carlton Fields Jordan Burt, LLP, 2000 Ave. of the Stars, Ste. 530 N.

Tower, Los Angeles, CA 90067, Attn: Mark Neubauer

Swinerton Builders, 2880 Lakeside Dr.; Ste. 300, Santa Clara, CA 95054, Attn: Chris Morris

UnitedHealthcare, UnitedHealthcare Customer Service, PO Box 29675, Hot Springs, AR 71903-9802, Attn: Luz
Cabral

¢ Depuy Synthes, 4500 Riverside Dr., Palm Beach Gardens, FL 33410, Attn: Patty Pagett, Nathan Turk, Brendon

Smith

Applecare Medical Management, LLC, 18 Centerpointe Dr., La Palma, CA 90623, Atin: Richard Greene CFO

Los Angeles County Tax Collector, 500 W. Temple St., Los Angeles, CA 90012

Blue Shield, 3300 Zinfandel Dr., Rancho Cordova, CA 95670, Attn: Tracy Barnes

CDW Government Inc., 75 Remlttance Dr., Ste.1515, Chicago, IL 60675, Attn: Matt Digate

Stanford Hospital and Clinics, 300 Pasteur Dr., MC 5540, Stanford, CA 94305, Attn: Hoi Yeung

Care 1st Health Plan, 601 Potero Grande Dr., Monterey Park, CA 91755, Attn: Delores Olague

RightSourcing Inc., RightSourcing Headquarters, 9 Executive Circle, Ste. 290, Irvine, CA 92614, Attn; Christie Hayes
- On Site Program Manager

EOS Healthcare, 700 Longwater Dr., Norwell, MA 02061, Attn: Tod Dillon

Smith Nephew Inc., P.O. Box 933782, Atlanta, GA 31193-3782, Attn: Keith Salaya

American Red Cross, P.O. Box 73563, Chicago, IL 60673-7563, Attn: Michael Gregory

Compspec, 425 E. Colorado St., #410, Glendale, CA 91205, Attn: Shellie Murph-Miller

Sports, Orthopedic & Rehabilitation Associates, 500 Arguello St., Ste. 100, Redwood City, CA 94068, Attn: Customer
Support

FTG Builders Inc., 2975 Scott Blvd., Ste. 100, Santa Clara, CA 95054, Attn: Rodney Terra, Jr.

Johnson & Johnson Health Care Systems, Inc., 425 Hoes Ln., Piscataway, NJ 08854, Attn: Vickey Corbett

Cochlear Americas, c/o Cochlear Corp., 400 Inverness Dr. South, Ste. 400, Englewood, CO 80112, Attn: Brooke
Phillips

Mike Fayfel, 1180 S. Beverly Dr., Ste. 610, Los Angeles, CA 90035, Attn: Craig Ackerman, Tilajef Ackerman

Touchpoint Support Services, 400 N. Ridge Rd., Sandy Springs, GA 30350, Attn; Todd Head

Abbott Laboratories (formerly St. Jude), 3200 Lakeside Dr., Santa Clara, CA 95054, Attn: Karen Davidson

Baxter Healthcare, 1 Baxter Pkwy., Deerfield, 1| 60015, Attn: Paige Stuebe

UHS Universal Hospital Services Inc., 6625 W. 78th St., Ste. 300, Minneapolis, MN 55439

Pension Benefit Guaranty Corp., Office of the General Counsel, 1200 K St., NW, Washington, DC 20005, Attn:

Judith Starr
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SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@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

Attorneys for the Chapter 11 Debtors and
Debtors In Possession

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION

Inre

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

Debtors and Debtors In Possession.

Affects All Debtors

[ Affects Verity Health System of
California, Inc.

[ Affects O’Connor Hospital

[ Affects Saint Louise Regional Hospital

L] Affects St. Francis Medical Center

L] Affects St. Vincent Medical Center

L] Affects Seton Medical Center

[ Affects O’Connor Hospital Foundation

[ Affects Saint Louise Regional Hospital
Foundation

[J Affects St. Francis Medical Center of
Lynwood Foundation

L] Affects St. Vincent Foundation

[ Affects St. Vincent Dialysis Center, Inc.

L] Affects Seton Medical Center Foundation

L] Affects Verity Business Services

LI Affects Verity Medical Foundation

LI Affects Verity Holdings, LLC

L1 Affects De Paul Ventures, LLC

L] Affects De Paul Ventures - San Jose
Dialysis, LLC

Debtors and Debtors In Possession.

FILED & ENTERED

MAR 24 2020

CLERK U.S. BANKRUPTCY COURT
Central District of California
BY gonzalez DEPUTY CLERK

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
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

Hon. Judge Ernest M. Robles

ORDER GRANTING DEBTOR’S MOTION
FOR APPROVAL OF SETTLEMENT
AGREEMENT WITH SEIU-UHW RELATED
TO THE CLOSURE OF ST. VINCENT
MEDICAL CENTER, INCLUDING
ALLOWANCE OF CERTAIN CLAIMS AND
CONSENSUAL MODIFICATION OF THE
APPLICABLE COLLECTIVE BARGAINING
AGREEMENT

[Relates to Docket No. 4265]

Hearing:
Date: March 18, 2020

Time: 10:00 am
Location: Courtroom 1568
255 E. Temple St., Los Angeles, CA

US_Active\114479130\V-3
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This matter came before the Court on the Debtors’ Motion for Approval of Settlement
Agreement with SEIU-UHW Related to the Closure of St. Vincent Medical Center, Including
Allowance of Certain Claims and Consensual Modification of the Applicable Collective
Bargaining Agreement; Declaration of Richard G. Adcock in Support Thereof [Docket No. 4265]
(the “Motion”), filed by the above-referenced affiliated debtors and debtors in possession in the
above-captioned chapter 11 bankruptcy cases (the “Debtors”), no objections to the Motion were
filed; it further appearing that proper notice of the Motion had been provided; and for the reasons
set forth in the Court’s tentative ruling on the Motion [Docket No. 4296], which the Court adopts
as its final ruling and which is incorporated herein by reference; and good and sufficient cause
having been shown

IT IS HEREBY ORDERED:

A. The Motion is granted in its entirety.

B. The Settlement Agreement attached as Exhibit “A” to the Motion is approved.

C. The CBA (as defined in the Motion) is modified in accordance with the terms of
the Modified CBA (as defined in the Motion).

IT IS SO ORDERED.

Hitt

Date: March 24, 2020 ' A/{M\P MQ%W

Ernest M. Robles
United States Bankruptcy Judge
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SAMUEL R. MAIZEL (Bar No. 189301)
samuel.maizel@dentons.com

TANIA M. MOYRON (Bar No. 235736)
tania.moyron@dentons.com

SAM J. ALBERTS (pro hac vice)
sam.alberts(@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

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA - LOS ANGELES DIVISION

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

Case No. 2:18-bk-20162-ER
CALIFORNIA, INC., etal, | = c No. 2:18-bk-20163-ER

Case No. 2:18-bk-20164-ER

PosseieDtors and Debtors In Case No. 2:18-bk-20165-ER
i Case No. 2:18-bk-20167-ER

Affects All Debtors Case No. 2:18-bk-20168-ER
Case No. 2:18-bk-20169-ER

[J Affects Verity Health System of Case No. 2:18-bk-20171-ER
California, Inc. Case No. 2:18-bk-20172-ER

(1 Affects O’Connor Hospital Case No. 2:18-bk-20173-ER
[] Affects Saint Louise Regional Case No. 2:18-bk-20175-ER
Hospital Case No. 2:18-bk-20176-ER

. . Case No. 2:18-bk-20178-ER

1 Affects St. Francis Medical Center Case No. 218-bk-20179-ER

3 ‘Alfects 31, Vincent Medical Center | c5¢ No. 2:18-bk-20180-ER

[ Affects Seton Medical Center e No. 518 B 9012 LER

[] Affects O’Connor Hospital s¢ No. 2:[5-bk-
Foundation Hon. Judge Ernest M. Robles

[] Affects Saint Louise Regional
Hospital Foundation DEBTORS’ OMNIBUS MOTION FOR APPROVAL

[ Affects St. Francis Medical Center of OF 1) SETTLEMENT AGREEMENTS WITH LABOR

Lynwood Foundation UNIONS, 2) ASSUMPTION AND ASSIGNMENT OF
] Affects St. Vincent Foundation MODIFIED  COLLECTIVE  BARGAINING
[J Affects St. Vincent Dialysis Center, AGREEMENTS TO SGM, 3) TERMINATION OF

Inc. RETIREE HEALTHCARE BENEFITS AND 4)
[1 Affects Seton Medical Center RELATED RELIEF

Foundation DECLARATION OF RICHARD G. ADCOCK IN
[] Affects Verity Business Services SUPPORT THEREOF
[] Affects Verity Medical Foundation
[] Affects Verity Holdings, LLC Hearing:

[1 Affects De Paul Ventures, LLC Date: December 4, 2019

1 Affects De Paul Ventures - San Jose Time: 10:00 am

Dialysis, LLC Location: Courtroom 1568

Debtors and Debtors In 255 E. Temple St., Los Angeles, CA

Possession.

1820151191114000000000001
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PLEASE TAKE NOTICE that, at the above-referenced date, time and location, Verity
Health System of California, Inc., a California nonprofit benefit corporation and a debtor herein,
and the above-referenced affiliated debtors, the debtors and debtors in possession in the above-
captioned chapter 11 bankruptcy cases (collectively, the “Debtors”), will move (the “Motion™),
pursuant to §§ 105, 363, 365, and 1113 and 1114 of the Bankruptcy Code,! and Rules 6006, 9007,
9014 and 9019 for the entry of an order approving settlement agreements (collectively, the

“Settlement Agreements”) with those labor unions who are parties to the remaining prepetition

collective bargaining agreements (“CBAs”) that cover represented employees at the Debtors’
remaining hospital facilities, which will be modified, assumed and assigned effective upon the
Closing? of the Sale of such assets to Strategic Global Management (together, with is applicable
affiliates, “SGM”), along with resolution of other issues, including the nunc pro tunc termination
of retiree healthcare benefits utilized by approximately eleven (11) individuals, ten (10) of whom
are represented by unions and one non-represented individual, and for related relief. More
specifically, the Debtors seek approval of the following:

o the “CNA Settlement Agreement” (attached hereto as Exhibit 1) between the

Debtors and the California Nurses Association (“CNA”), which, in turn, seeks, inter
alia, approval of the assumption and assignment to SGM effective upon Closing of
a (1) modified CNA/VHS Master Agreement between CNA and Debtors St. Vincent
Medical Center (“SVMC”) and Seton Medical Center ("SMC"), effective
December 22, 2016-December 21, 2020, (ii) modified SVMC Local Contract
2016-2020 between CNA and SVMC , effective December 22, 2016 to December

! Unless otherwise indicated, 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. All “LBR” references are to the Local
Bankruptcy Rules for the United States Bankruptcy Court for the Central District of California.

2 All capitalized terms not defined herein have the meaning ascribed to them in the Debtors’ Emergency Motion for
the Entry of an Order: (I) Enforcing the Order Authorizing the Sale to Strategic Global Management, Inc.; (II) Finding
that the Sale is Free and Clear of Conditions Materially Different than those Approved by the Court; (I1I) Finding that
the Attorney General Abused His Discretion in Imposing Conditions on that Sale and (IV) Granting Related Relief;
Memorandum of Points and Authorities and Declaration in Support Thereof [Docket No. 3188].

3 The Modified CBAs (as defined in the Motion) are not attached to the Motion because they are SGM’s confidential,
proprietary information and trade secrets. Upon request and execution of a confidentiality agreement, the Debtors will
make the Modified CBAs available to proper requesting parties.

-1-
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21, 2020, and (iii) modified SMC Local Contract 2016-2020 between CNA and
SMC effective December 22, 2016-December 21, 2020;

the “Local 20 Settlement Agreement” (attached hereto as Exhibit 2), between SMC

and IFPTE AFL-CIO CLC, Local 20 (“Local 20”), which, in turn, seeks, inter alia,
approval of the assumption and assignment to SGM effective upon Closing, of a
modified Collective Bargaining Agreement between Local 20 and SMC, effective
May 1, 2017-April 30, 2020;

the “NUHW Settlement Agreement,” (attached hereto as Exhibit 3), between SMC

and the National Union of Healthcare Workers (“NUHW?), which, in turn, seeks,
inter alia, approval of the assumption and assignment to NUHW effective upon
Closing, of a modified Collective Bargaining Agreement between NUHW and
SMC and SMC-Coastside, effective November 1, 2016-October 31, 2019;

the “SEIU Settlement Agreement” (attached hereto as Exhibit 4), between the

Debtors SVMC and St. Francis Medical Center ("SFMC") and the Service
Employees International Union, United Healthcare Workers-West (“SEIU”),
which, in turn, seeks, inter alia, the assumption and assignment to SEIU effective
upon Closing of a modified Collective Bargaining Agreement between SEIU and
SFMC and SVMC, effective May 1, 2017-April 30, 2020;

the “UNAC Settlement Agreement” (attached hereto as Exhibit 5), between the

SFMC and the United Nurses Associations of California/Union of Health Care
Professionals (“UNAC,” and referred to along with CNA Local 20, NUHW and
SEIU as the “Unions”), which, in turn, seeks, inter alia, approval of the assumption
and assignment to SGM effective upon Closing of a modified Labor Management
Collective Bargaining Agreement effective from December 29, 2017 to December
29, 2021;

under the CNA Settlement Agreement, the NUHW Settlement Agreement, and the
Local 20 Settlement Agreement, and by request contained in the Motion, the

termination nunc pro tunc to the date of the Settlement Agreements of all “retiree

-2
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benefits,” as defined under § 1114, related to current and future retirees; and will
provide to the 11 current retirees who are receiving actual retiree health care
benefits (under the program that permits retirees who elect within a set period of
time, a supplement to continue Debtor-provided healthcare) a one-time payment in
the amount equal to the value of those payment supplements in the amount set forth
on the schedule attached hereto as Exhibit 6;* and

e discrete issues between the Debtors and the respective Unions.

PLEASE TAKE FURTHER NOTICE that this relief is required because: (a) the Debtors
are liquidating their assets in chapter 11 and, will, at the end of the process, no longer operate their
hospitals; (b) SGM has been approved as buyer of the Debtors’ remaining hospitals [Docket No.
2306] and; (c) as of the Closing, the Debtors will no longer employ the employees currently
represented by the Unions at those hospitals. After the Closing, the Debtors have no justifiable
reason to be bound by the terms of the CBAs or to incur further obligations under them, which,
unless modified or terminated, will add additional and undue financial burden on the estates and
otherwise harm the Debtors’ reorganization.

PLEASE TAKE FURTHER NOTICE that this Motion is based on this Notice of Motion
and Motion, the attached Declaration of Richard G. Adcock, filed concurrently herewith, the
Declaration of Richard G. Adcock in Support of Emergency First-Day Motions [Docket No. 8], the
Declaration of James M. Moloney In Support of The Debtors Memorandum. In Support of Entry of
an Order: (A) Authorizing The Sale Of Property 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. 2220]; the
supporting statements, arguments and representations of counsel who will appear at the hearing on
the Motion, the record in this case, and any other evidence properly brought before the Court in all

other matters of which this Court may properly take judicial notice.

4 Initials, rather than complete last names of the individuals have been provided for privacy purposes, with first names
identified so applicable retirees may identify themselves.
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PLEASE TAKE FURTHER NOTICE that this Motion will be heard on December 4,
2019, at 10:00 a.m., Pacific Time.

PLEASE TAKE FURTHER NOTICE that any party opposing or responding to the
Motion must file and serve the response (“Response”) on the moving party and the United States
Trustee. A Response must be a complete written statement of all reasons in opposition thereto or
in support, declarations and copies of all evidence on which the responding party intends to rely,
and any responding memorandum of points and authorities.

PLEASE TAKE FURTHER NOTICE that, pursuant to LBR 9013-1(h), the failure to file
and serve a timely objection to the Motion may be deemed by the Court to be consent to the relief
requested herein.

Dated: November 13, 2019 DENTONS US LLP
SAMUEL R. MAIZEL

TANIA M. MOYRON
SAM J. ALBERTS

By__ /s/Tania M. Moyron
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession
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MEMORANDUM OF POINTS AND AUTHORITIES

I. INTRODUCTION

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 (collectively,
the “Debtors™) move, pursuant to §§ 105, 363, 365, and 1113 and 1114 of the Bankruptcy Code'
and Rules 6006, 9007, 9014 and 9019, for the entry of an order (i) approving settlement agreements

(collectively, the “Settlement Agreements”) between the Debtors and those labor unions who are

parties to prepetition collective bargaining agreements (“CBAs”), which will be modified, assumed
and assigned effective upon the Closing? of the Sale to Strategic Global Management, Inc.
(“SGM”), and (ii) approving related relief including the nunc pro tunc termination of retiree
healthcare benefits utilized by for approximately eleven (11) individuals represented by certain of

these unions and one non-union represented individual (collectively, the “Current Retirees” and

each individually a “Current Retiree”).

More specifically, the Debtors seek approval of the following agreements and related relief
applicable to the CBAs that is conditioned upon the Closing of the Sale to SGM under that Asset
Purchase Agreement [Docket No. 2305] dated January 8, 2019 (the “APA”):

. the “CNA Settlement Agreement” (attached hereto as Exhibit 1) between

SVMC/SMC and the California Nurses Association (“CNA”), which, in turn, seeks, inter alia,
approval of the assumption and assignment to SGM effective upon Closing of the (i) modified
CNAMaster Agreement between CNA and SVMC/SMC, effective December 22, 2016 to
December 21, 2020 (the “CNA Master CBA,”),? (ii) modified SVMC Local Contract 2016-2020

! Unless otherwise indicated, 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. All “LBR” references are to the Local
Bankruptcy Rules for the United States Bankruptcy Court for the Central District of California.

2All capitalized terms not defined herein have the meaning ascribed to them in the Debtors’ Emergency Motion for the
Entry of an Order: (I) Enforcing the Order Authorizing the Sale to Strategic Global Management, Inc.; (II) Finding
that the Sale is Free and Clear of Conditions Materially Different than those Approved by the Court; (I1I) Finding that
the Attorney General Abused His Discretion in Imposing Conditions on that Sale and (IV) Granting Related Relief;
Memorandum of Points and Authorities and Declaration in Support Thereof [Docket No. 3188] unless otherwise noted.

3 e Modified CBAs (as defined infia) are not attached to the Motion because they are SGM’s confidential, proprietary
information and trade secrets. Upon request and execution of a confidentiality agreement, the Debtors will make the
Modified CBAs available to proper requesting parties.

-1-
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between CNA and St. Vincent Medical Center (“SVMC”) effective December 22, 2016 to
December 21, 2020 (the “CNA SVMC CBA™), and (iii) modified SMC Local Contract 2016-2020

between CNA and Seton Medical Center (“SMC”) effective December 22, 2016-December 21,

2020 (the “CNA SMC CBA, referred to along with the CNA Master CBA and the CNA SVMC

CBA as the “CNA CBAs”);

. the “Local 20 Settlement Agreement” (attached hereto as Exhibit 2), between SMC

and IFPTE AFL-CIO CLC, Local 20 (“Local 20”’), which, in turn, seeks, inter alia, approval of the
assumption and assignment to SGM effective upon Closing, of a modified Collective Bargaining
Agreement between Local 20 and SMC, effective May 1, 2017 to April 30, 2020 (the “Local 20
CBA™);

. the “NUHW Settlement Agreement,” (attached hereto as Exhibit 3), between SMC

and the National Union of Healthcare Workers (“NUHW”), which, in turn, seeks, inter alia,
approval of the assumption and assignment to NUHW effective upon Closing, of a modified
Collective Bargaining Agreement between NUHW and SMC and SMC-Coastside (“SC”), effective
November 1, 2016 to October 31, 2019 (the “NUHW CBA”);

. the “SEIU Settlement Agreement” (attached hereto as Exhibit 4), between

SVMC/SFMC and the Service Employees International Union, United Healthcare Workers-West
(“SEIU”), which, in turn, seeks, inter alia, the assumption and assignment to SEIU effective upon
Closing of a modified Collective Bargaining Agreement between SEIU and SFMC and SVMC,
effective May 1, 2017 to April 30, 2020 (the “SEIU CBA”);

. the “UNAC Settlement Agreement” (attached hereto as Exhibit 5), between SFMC

and the United Nurses Associations of California/Union of Health Care Professionals (“UNAC,”

and referred to along with CNA Local 20, NUHW and SEIU as the “Unions”), which, in turn, seeks,
inter alia, approval of the assumption and assignment to SGM effective upon Closing of a modified
Labor Management Collective Bargaining Agreement effective from December 29, 2017 to
December 29, 2021 (the “UNAC CBA”);

. under the CNA Settlement Agreement, the NUHW Settlement Agreement, and the
Local 20 Settlement Agreement, and by request contained in the Motion, the termination nunc pro

-2
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tunc to the date of the Settlement Agreements of all “retiree benefits,” as defined under § 1114
which, in this case includes the program that permits retirees who elect, within a set period of time,

a supplement to purchase Debtor-provided healthcare (the “Retiree Healthcare Program”); and will

provide to the 11 current retirees who are receiving benefits under the Retiree Healthcare Program

(the “Retiree Health Benefits”) a one-time payment equal to the value of those payment

supplements in the amount set forth on the schedule attached hereto as Exhibit 6;* and

. discrete issues between the Debtors and the respective Unions.

The requested relief is required because (a) the Debtors are selling their assets in chapter
11, and will, at the end of the process, no longer operate hospitals, (b) after a thorough marketing

process (the “Marketing Process”), no bidder (other than SGM) emerged seeking to acquire the

cumulative assets of SMC, SC, SVMC, SFMC, and St. Vincent Dialysis Center (together, the
“Hospitals™), (c) as of the Closing, the Debtors will no longer employ the employees currently
represented by the Unions at the Hospitals (though SGM will provisionally employ qualified
employees as of the Closing Date according to § 5.3 of the APA), (d) the Debtors need to settle and
terminate their retiree benefit liability to confirm a plan, and (e) acting through the process codified
in §§ 1113 and 1114 and Rule 9019 and structured under §§ 4.7 and 5.11 of the APA, the parties
have entered into a reasonable compromise to preserve going-forward unionized jobs, compensate
employees and preserve and maximize estate assets.

Relief is justified under §§ 105, 363, 365, 1113 and 1114 and Rule 9019. Without this
relief, the Debtors’ employees, the SGM Sale, and the prospect of confirming a successful Plan of
Liquidation [Docket No. 2993] (the “Plan”) will be imperiled. Congress passed §§ 1113 and 1114
to allow for unions and debtors to expediently collectively bargain for modifications to a CBA, and
the Debtors and the Unions (in conjunction with SGM) have fulfilled this goal.

For these and other reasons addressed below, the Court should grant all of the relief

requested in the Motion.

4 Initials, rather than complete last names of the individuals have been provided for privacy purposes, with first names
identified so applicable retirees may identify themselves.
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I1. JURISDICTION AND VENUE

The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 and 1334. This is
a core proceeding pursuant to 28 U.S.C. § 157(b)(2). The venue of these cases is proper pursuant
to 28 U.S.C. §§ 1408 and 1409.
III. STATEMENT OF FACTS

A. General Background
1. On August 31, 2018 (“Petition Date”), the Debtors each filed a voluntary petition

for relief under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code™). Since

the commencement of their cases, the Debtors have been operating their businesses as debtors in
possession pursuant to §§ 1107 and 1108.

2. Debtor VHS, a California nonprofit public benefit corporation, is the sole corporate
member of Debtor California nonprofit public benefit corporations that operate four acute care
hospitals, including SFMC, SMC and SVMC and other facilities in the state of California.
Declaration of Richard G. Adcock in Support of Emergency First-Day Motions at4,9 11 (the “First-

Day Declaration”) [Docket No. 8].

3. The Debtors incorporate the First-Day Declaration for further general background,
including the description of the Hospitals’ history and operations. First Day Declaration at 99 11-
55.

B. The CBAs And The Represented Employees
4. The Local 20 CBA covers 31 active employees for SMC and one retired employee

from O’Connor Regional Hospital (“OCH”)’ (with the employees as the “Local 20 Represented

Employees”). The Local 20 Represented Employees are and were predominantly Clinical
Laboratory Scientists who work primarily in the hospital laboratory.

5. The CNA CBAs cover 792 active employees at SVMC and SMC and eight retired
employees from SMC, OCH and SLRH (the “CNA Represented Employees”). The CNA

Represented Employees are and were registered nurses.

5> Although the assets of OCH have been sold to Santa Clara County under a prior Bankruptcy Case sale, Current
Retirees who were employed at OCH while it was operating continue to receive Retiree Health Benefits.

-4 -
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6. The UNAC CBA covers 817 active employees for SMC (the “UNAC Represented

Employees”). The UNAC Represented Employees are and were registered nurses.
7. The SEIU CBA covers active 1,331 active employees for SVMC and SFMC (the

“SEIU Represented Employees™”). The SEIU Represented Employees are and were comprised of

service workers including but not limited to environmental services aides, certified nurse assistants,
unit coordinators, and technical workers, including but not limited to radiological technician and
pharmacy technicians.

8. The NUHW CBA covers active 731 active employees and 1 retired employee for

SMC and Seton Medical Center Coastside (the “NUHW Represented Employees™) (together, with

the Local 20 Represented Employees, the CNA Represented Employees, the UNAC Represented

Employees, the SEIU Represented Employees, the “Represented Employees.” The NUHW
Represented Employees are and were comprised of technicians, such as radiological technician,
pharmacy technicians, and service workers such as, environmental service aides, dietary aides,
cooks, clinical staff such licensed vocational nurse, certified nursing aides and administrative
workers such unit secretaries and clerks.

0. On the Petition Date, the Debtors filed their 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 [Docket No. 26] (the “Wage Motion”) seeking an order to pay priority employee claims
and to pay employees in the ordinary course of business for post-petition work.

10. On October 22, 2018, the Court granted the Wage Motion in its Final Order
Granting the [Debtors’] 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 (Il) Authorizing and Directing the Applicable Bank
to Pay All Checks and Electronic Payment Requests Made by the Debtors Relating to the Foregoing
[Docket No. 612], concurrently issued the Memorandum of Decision (1) Overruling Objections to

-5-
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the (A) Prepetition Wages Motion and (B) Financing Motions and (2) Denying Motion for
Reconsideration of the Final Financing Order [Docket No. 614 ] (together, the “Wage Order”),
and ordered the payment of priority and administrative wage and benefit claims, including for
Represented Employees. The Court “denied without prejudice” union claimants’ ability to request,
by motion, that (contested as to classification) underfunded pre-petition pension liabilities be paid
as administrative claims by the Debtors. Id.

11.  In connection with the previous sale of assets to Santa Clara County, the Debtors

obtained final orders [Docket Nos. 1575, 1576, 1577 and 1578] (the “SCC Rejection Orders”)

modifying and rejecting (the “SCC Rejection””) CBAs with Local 20, CNA, and SEIU covering

OCH and St. Louise Regional Hospital (“SLRH”) upon the closing of sale of these assets to Santa
Clara County (“SCC,” and the “SCC Sale,” respectively); see also Docket No. 1541 (tentative

decision/memorandum for SCC Rejection Orders) (the “Prior 1113 Decision”).®

C. The Retiree Benefits

12. There are 11 Current Retirees, 10 represented by Unions and one Current Retiree
who is not represented and who are receiving Retiree Healthcare Benefits under the Retiree
Healthcare Program. See Exhibit 6.
D. The Unions’ Proofs Of Claim

13. CNA has filed eleven proofs of claim in these cases: (claim nos. 6233, 6247, 6249,
6250, 6251, 6336, 6340, 6342, 6350, 6359 and 7847) against the Debtors (the “CNA Claim”). The
CNA Claim seeks pre-petition pension contributions, severance payments, grievances and rejection
damages.

14. Local 20 has filed a proof of claim in these cases (claim no. 5169) (the “Local 20

Claim”) against VHS. The Local 20 Claim seeks paid time off (“PTO”), extended sick leave,

¢ The SCC Rejection Orders approved the SCC Rejection through the two mechanisms: (i) a contested full rejection
and termination of collective bargaining agreement terms with CNA and SEIU for their collective bargaining
agreements covering OCH and SLRH [Docket Nos. 1577; 1578] and approval of two stipulations between the Debtors
and Local 20 and the Debtors and the California Licensed Vocational Nurses Association (“CLVNA”) [Docket Nos.
1575; 15776] entered into under § 1113(2) (the “SCC Stipulations™). In the SCC Stipulations, the parties agreed to the
rejection of the collective bargaining agreements with OCH and SLRH, reserved rights regarding the filing of claims
and objections to same, agreed that allowed Paid Time Off (“PTO”) would be treated as administrative expenses or
unsecured claims depending on its accrual date, and agreed that employees not re-hired by SCC would be entitled to
severance.

-6-
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severance payments, and retiree benefits.

15.  NUHW has not filed any proof of claim in these cases.

16. SEIU has filed fourteen proofs of claims in these cases: (claim nos. 4718, 4719,
4722, 4723, 4725, 4726, 5117, 5137, 5140, 5150, 5160, 5158, 6186, 6221) against the Debtors (the
“SEIU Claim”). The SEIU Claim seeks, et. al., pre-petition pension contributions, severance
payments, grievances and rejection damages.

17.  UNAC has filed fourteen proofs of claims in these cases (claim nos. 5911, 5912,
5913, 5917, 5918, 5920, 5925, 5927, 5928, 5931, 5932, 5933, 5934 and 5936) against the Debtors
(together, the “UNAC Claim”) (together the CNA Claim, Local 20 Claim, and the SEIU Claim are

referred to as the “Proofs of Claims”). The UNAC Claim seeks, et. al., pre-petition pension

contributions, severance payments, grievances and rejection damages.
E. The Debtors’ Pre-SGM Sale Efforts and Sale to SCC

18.  Prior to the Petition Date, the Debtors engaged in substantial efforts to market and
sell their assets. In June 2018, the Debtor engaged Cain Brothers, a division of KeyBanc Capital
Markets (“‘Cain”), to identify potential buyers of the hospitals and related assets and commenced
discussions with those potential buyers. First-Day Declaration, at 34,  128.

19. Cain prepared a Confidential Investment Memorandum 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
Debtors and has advanced significantly towards achieving sales. First-Day Declaration, at 34-35 ¢
129; Moloney Declaration at q 4.

20. By August 2018, as a result of its ongoing and broad marketing process, Cain had
received 11 Indications of Interest (“IOI”), and continued to develop potential sales. First-Day
Declaration, at 35, 9 130; Moloney Declaration at 9 5.

21.  From the Petition Date, the Debtors’ objective has been to sell substantially all of
its assets as going concerns to maximize recovery to creditors while maintaining healthcare in their
communities. First-Day Declaration at 25, 9 96

22. On December 27, 2018, the Court entered the Order (A) Authorizing the Sale of

-7 -
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Certain of the Debtors’ Assets to Santa Clara County Free and Clear of Liens, Claims,
Encumbrances, and Other Interests; (B) Approving the Assumption and Assignment of an
Unexpired Lease Related Thereto, and (C) Granting Related Relief [Docket No. 1153], approving
a sale of OCH, SLRH through the SCC Sale.

23.  The SCC Sale closed on February 28, 2019. After payment of certain cure costs,
closing costs and other items, the net remaining proceeds were approximately $184.38 million,
which are held in four sale proceeds account. An additional $23.35 million is held in escrow (the

“Post-Closing Escrow”) by First American Title Insurance Company, the escrow agent. The Post-

Closing Escrow was established pursuant to the terms of the SCC APA, as security for the Debtors’
post-closing obligations and expires in February 2020.

F. The SGM Sale Process And SGM APA
24, On January 17, 2019, the Debtors filed a motion [Docket No. 1279] seeking entry

of an order (the “Bidding Procedures Motion”): (a) establishing SGM as the stalking horse bidder
for the Purchased Assets (as defined in the APA), including SFMC, SVMC and SMC; (b) approving
the form of the APA with SGM as a stalking horse bidder for this transaction; (c) setting bid
procedures to establish guidelines for parties interesting in making an overbid; (d) setting an auction
to be held if necessary; and (e) setting a hearing for the Court to approve the winning bidder.

25. The APA was the result of extensive negotiations between the Debtors and SGM.
Moloney Declaration at § 7. SGM submitted a stalking-horse bid for $610 million ($420 million
allocated to St. Francis Medical Center, $120 million allocated to St. Vincent Medical Center and
$70 million allocated to Seton Medical Center and Seton Coastside combined), plus payments of
cure costs, as set forth therein. See generally, APA.

26. The Debtors sought approval of the APA because, among other things, (i) SGM’s

bid represented fair market value, and (i1)) SGM would maintain the healthcare characteristics of

7 Motion For The Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking Horse Bidder
and For Prospective Overbidders, (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.

-8-
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the Debtors’ Hospitals and continue patient care for the communities served by the Hospitals. First-
Day Declaration at 25, § 97 (“The goals of the Debtors’ restructuring are to maintain the Debtors’
business operations; preserve the going-concern value of the Debtors’ businesses, its stakeholders,
and parties in interest; and, most importantly, to protect the health and wellbeing of the patients
who are treated at the Hospitals and the jobs of the Debtors’ approximately 7,000 employees.”).

217. On February 19, 2019, the Court granted the Bidding Procedures Motion (the
“Bidding Procedures Order’) [Docket No. 1572].

28.  Under the APA, SGM agreed to the following terms with respect to hiring

employees:

(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) (the “Hospital Employees”) who,
immediately prior to the Effective Time are: (i) employees of any
Seller; (i1) employees of any affiliate of any Seller which employs
individuals at the Hospital and are listed on Schedule 5.3; or (iii)
employed by an affiliate of any Seller and are listed on Schedule 5.3.
For the avoidance of doubt, the Hospital Employees shall not include
any employees of Verity or any other affiliate of Seller 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 the applicable Seller or its affiliates as of the
Effective Time.

(b) Purchaser shall give all Hired Employees full credit for paid
time off pay to such employees as of the Closing Date by crediting
such employees the time off reflected in the employment records of
the applicable Seller and/or any of its affiliates immediately prior to
the Effective Time, subject to compliance with applicable law and
regulation, including consent of such employees if required.

APA at § 5.3(a) & (b) (with § 5.3 of the APA as the “Hiring Clause”). The Hiring Clause is subject
in all respects to any other terms and conditions of the APA.
29. The APA also provided that SGM and the Debtors would work with the Unions to

effectuate a transfer of CBAs with modifications sought by SGM:

113293221\V-13
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4.7 Contract With Unions. Representatives of Sellers who are
parties to collective bargaining agreements and Purchaser shall meet
and confer from time to time as reasonable requested by either party
to discuss strategic business options and alternative approaches in
negotiating each collective bargaining agreement. The applicable
Sellers and Purchaser shall each participate in all union negotiations
related to any specific collective bargaining agreement. Promptly
following the Signing Date, applicable Sellers shall use
commercially reasonable efforts to initiate discussions with
Purchaser and conduct discussions to renegotiate each collective
bargaining agreement currently in effect with each applicable union.
The applicable Sellers will not unreasonable withhold, condition or
delay approval or implementation of any successfully renegotiated
collective bargaining agreement. The parties recognize that an
applicable Seller’s failure to secure a modification to any collective
bargaining agreement, or to conclude a successor collective
bargaining agreement shall not be a breach of Sellers’ obligation
under this Agreement, provided that if the unions refuse to negotiate,
or otherwise are not timely, reasonable or realistic in renegotiating,
the collective bargaining agreements during the period between the
Signing Date and the Closing Date, Sellers and Purchaser will jointly
consider, and negotiate mutually in good faith, alternative
approaches that may be available and/or necessary to reduce Sellers’
labor cost structure, including, but not limited to, seeking to reject
the collective bargaining agreement(s).

5.11 Contract with Unions. Representatives of Sellers who are
parties to collective bargaining agreements and Purchaser shall meet
and confer from time to time as reasonably requested by either party
to discuss strategic business options and alternative approaches in
negotiating each collective bargaining agreement. The applicable
Sellers and Purchaser shall each participate in all union negotiations
related to any specific collective bargaining agreement. Promptly
following the Signing Date, applicable Sellers shall use
commercially reasonable efforts to initiate discussions with
Purchaser 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 approval or implementation of any successfully renegotiated
collective bargaining agreement to be assumed by Purchaser. The
parties recognize that an applicable Seller’s failure to secure a
modification to any collective bargaining agreement, obligation
under this Agreement. In addition, Sellers may, in their direction,
seek to reject any or all of the collective bargaining agreement(s).

APA at §§ 4.7 and 5.11 (together, the “APA CBA Provisions™).

30. Pursuant to the requirement of the Bidding Procedures Order, the Debtors continued

-10 -
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to market the Hospitals and related assets through Cain. Cain vigilantly monitored interest and
continued to communicate with parties that had expressed interest and that Cain had identified as
potential bidders, either as partial or aggregate bidders. Moloney Declaration at 1-3. However, no
Potential Bidder expressed interest in assuming in whole or in part, the CBAs. Moloney
Declaration at § 13. As a result, no auction was conducted, and SGM was accepted as the winning
bidder. Docket No. 2035.

31.  On May 2, 2019 the Bankruptcy Court entered an order approving the Sale to SGM.
Docket No. 2306.

G. The Union § 1113 CBA Modification And § 1114 Retiree Healthcare Benefit
Termination Process

32.  After approval of the SGM Sale, the Debtors, SGM and Unions negotiated the
ultimate terms of the Settlement Agreements (the “Negotiations”) through a series of meetings and
exchanges with the Unions (the “Meetings™). The process began on February 1, 2019, when the
Debtors delivered to each of the Unions a proposal under § 1113 and, as applicable, § 1114

(collectively, the “First Proposals”).® The First Proposals noted that SGM was amenable to

assuming existing CBAs, provided they were modified to comport with similar collective
bargaining arrangements that covered other facilities owned and operated by SGM. The First
Proposals further represented that the Debtors “stood ready” to discuss with the Unions any
counter-proposal and that the Debtors were “open to receive and consider all comments, concerns
and any counterproposals from [the Unions]” and told the Unions that “if you desire any specific,
relevant information, do not hesitate to ask for it.” None of the Unions submitted counter-proposals

to the Debtors. Declaration of Richard G. Adcock (“Adcock Declaration™) at 9 9.

33.  After conducting discussions with SGM as to what it wished to modify with respect
to the CBAs, the Debtors and SGM then began to directly engage each of the Unions and provide
each Union with amended proposals, including proposed modified CBAs in redline form

(collectively, the “Amended Proposals™). Id. Specifically,

a. On or about July 11, 2019, and July 15, 2019, the Debtors and SGM met with CNA

8 The Debtors will make the written copies of the First Proposals, as well as the Amended Proposals (as defined, infia)
to any proper requesting party.

-11 -
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and presented the applicable Amended Proposal, which included proposed redline
changes to the CNA CBAs. Id. at 4 9(a).

On or about July 19, 2019, the Debtors and SGM met with Local 20 and presented
the applicable Amended Proposal, which included proposed redline changes to the
Local 20 CBA. Id. at 9 9(b).

On or about July 25, 2019, the Debtors and SGM met with SEIU and presented the
applicable Amended Proposal, which included a proposed redline to the SEIU CBA.
Id. at § 9(c).

On or about July 25, 2019, the Debtors and SGM met with UNAC and presented the
applicable Amended Proposal, which included a proposed redline to the UNAC
CBA. Id. at §9(d).

On or about July 25, 2019, the Debtors’ counsel met with NUHW and presented the
applicable Amended Proposal, which included a proposed redline to NUHW CBA.
Id. at§ 9(e).

Thereafter, the Debtors continued to travel to and attend Meetings with the Unions

regarding the Amended Proposals and going-forward CBA terms with SGM, including:

f.

g.

j-

35.

with respect to UNAC, on August 2, 23, and 29, 2019, Id. at § 10(a);

with respect to CNA, on August 7, 8, 20, 21, 2019, and September 5, 2019, Id. at
10(b);

with respect to SEIU, on July 30, 2019, August 13, 2019, August 30, 2019 and
September 9, 2019, Id. at § 10(c);

with respect to NUHW, on August 14 and 24, 2019 and September 10 and 15, 2019
Id. at 9 10(d); and

with respect to Local 20, on August 15, 2019. Id. at q 10(e).

The in-person Meetings were also supplemented by substantial negotiations over

phone and by email, which culminated in the Debtors and the Unions executing the Settlement

Agreements attached hereto. /d. atq 11.

113293221\V-13
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H. The Settlement Agreements

36.  Each Settlement Agreement incorporates modified versions of the applicable

Unions’ CBA or CBAs (the “Modified CBAs,” or, individually each a “Modified CBA”) which are

to be modified under § 1113 and, as applicable § 1114 (the “Modification”). Through the Motion,
the Debtors agree to assume and assign the CBA or CBAs (as modified under the Modified CBAs)

to SGM (the “Assumption and Assignment”), which the Unions agree to not oppose (which process

is defined in the Settlement Agreements and herein as the “Agreed Outcome™).” The parties

reached the Settlement Agreement so that the SGM Sale is economically viable for SGM and the
Debtors, while also providing just treatment for the Debtors’ employees, including the Represented
Employees. See Adcock Declaration at 9 12.

37.  As a part of the Agreed Outcome, the Unions preserve their rights and remedies
against SGM in connection with post-Closing operations, with SGM solely responsible for all post-
closing obligations under the Modified CBAs.!°

38.  Likewise, under the Settlement Agreements, the Debtors: (a) will not have any
liability or obligation to perform under the CBAs or Modified CBAs with respect to post-Closing
activity; (b) shall in no way be liable for or otherwise responsible for any “cure” obligations
independent of any Union claims that may be expressly preserved under the Settlement
Agreements; and (c) shall in no way be liable for or otherwise responsible for any nonperformance
or violation by SGM or any of its affiliates arising at any time.'!

39. The Settlement Agreements provide the following treatment of Unions claims:

a. an allowed claim for PTO for each employee who is not offered a job with SGM’s
applicable acquiring and operating entity (the “Operator”), will be granted, under
the “accrual method” (meaning the amount earned (in this case as to PTO) and yet
unpaid or used: 1) on or after August 31, 2018, will be granted administrative status;

2) between March 4, 2018 to August 30, 2018, will be granted priority claim status

? Settlement Agreements at § 3. The Settlement Agreements are substantially similar. For avoidance of doubt, the
Settlement Agreement used for “Settlement Agreements at [##]” cites herein is the CNA Settlement Agreement. When
there is such a citation, all Settlement Agreements will contain such a term.

10 Settlement Agreements at §§ 3; 4.

11 Settlement Agreements at § 6.
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up to any remaining balance under § 507(a)(4) (up to a maximum of $12,850 per
employee) with any excess granted general unsecured claim status and; 3) prior to
March 4, 2018, will be given general unsecured claim status.) The administrative
and priority claim portions will be paid with the employee’ last paycheck (upon the
Closing);!?

b. an allowed claim for severance for each employee who is not offered a job by the
Operator no later than the Closing, will be calculated under the “accrual method.”
The administrative and priority claim portions will be paid within 30 business days
of the Effective Date,'? provided further, that payment of severance to an employee
is contingent on that employee executing a written general release;'*

c. any allowed unpaid claim for reimbursement of educational expenses of employee
represented by the Unions will be calculated under the “accrual method.” The
administrative and priority claim portions will be paid within 30 business days of
the Effective Date; !>

d. any grievance claim of an employee not settled as of the Effective Date will be
treated in accordance with the treatment of claims and administrative expenses
under the terms of the Plan. The parties agree to work with the Operator in the event
that the remedy is or includes reinstatement of the employee post-Closing (the
Unions’ claims and rights expressly preserved in the Settlement Agreement relating

to the CBAs are the “Preserved Claims”);'® and

E. other than the Preserved Claims, all other prepetition claims, priority claims and
administrative expense claims are deemed waived, including without limitation, any
claims for unpaid pension; provided, however, the Unions may assert any wage or

defined contribution claim that may arise and is unpaid as of the Effective Date.'’

12 Settlement Agreements at § 7(a).

13 Defined in the Plan as” a day, as determined by the Debtors, that is a Business Day as soon as reasonably practicable
after all conditions to the Effective Date specified in Section 12.2 hereof have been satisfied or waived.”

14 Settlement Agreements at §§ 7(b).

15 Settlement Agreements at § 7(d).

16 Settlement Agreements at § 7(c).

17 Settlement Agreements at § 7(f).
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40. The Settlement Agreements are conditioned upon the Closing, with a purchase price

that is not materially less than APA’s purchase price.'8

41. The Unions agreed to withdraw any outstanding applicable information requests. '’

42.  In the applicable Settlement Agreements, the parties have also agreed under § 1114

with respect to the Retiree Health Benefits, that:

a. Subject to this subparagraph (c), the Unions agreed that the CBAs are to be deemed
automatically modified to immediately terminate and discontinue the Retiree Health
Benefit under § 1114;%

b. The Unions agreed to further support the termination and discontinuation of the
Retiree Health Benefit with respect to all current and former employees, including
any relief sought under or in accordance with § 1114;2! and

C. The Debtors agreed to seek approval of a one-time payment to each Retiree equal to

the present value of each Retiree’s Health Benefit, (the “Lump Sum Payment”) (sub-

paragraphs a-c are the “1114 Agreements.”).*?

43.  The Unions agreed not to oppose the “to not oppose the prompt Closing of the
[SGM] Sale”? and to support “any Plan of the Debtors that does not contradict the material terms
of this Agreement.”*

44. The CNA and SEIU Settlement Agreements include provisions allowing their
employees who were not hired by SCC to obtain severance, giving them the same treatment that
the Local 20 and CLVNA employees received in the SCC Stipulations.?

45. CNA and SEIU also agreed to affirmatively support the SGM Sale in writing to the
AG, and did so by writing letters in support of the SGM Sale in the context of the AG’s pending

review of the SGM Sale under California law.2°

18 Settlement Agreements at § 12.
19 Settlement Agreements at § 14.
20 Settlement Agreement at § 8(a).
2! Settlement Agreement at § 8(b).
22 Settlement Agreements at § 8(c).
23 Settlement Agreements at § 15.
24 Settlement Agreements at § 11.
25 Settlement Agreements at § 7(b).
26 Settlement Agreements at § 15.
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| Related Relief for the One Non-Union Current Retiree Who Receives Retiree Health
Care Benefits

46.  The Debtors will also pay the only Current Retiree not represented by one of the
Unions the value of their retiree benefits in cash under the same methodology provided to the
Union-represented Current Retirees. The amount to be paid is reflected on Exhibit 6. Adcock
Declaration at 9 13.

J. The Plan
47. On September 3, 2019, the Debtors filed their Plan and their related disclosure

statement. See Debtors’ Chapter 11 Plan of Liquidation [Docket No. 2993]; Disclosure Statement
Describing Debtors’ Chapter 11 Plan of Liquidation [Docket No. 2994] (the “Disclosure

Statement™). The Plan states that “Prior to the Effective Date [of the Plan (the “Effective Date,”)]

the Debtors expect to receive approval for either the consensual or, pursuant to § 1113, the
nonconsensual modification, assignment and/or termination of collective bargaining agreements.”
Plan at q 15.2.

48. On September 11, 2019, the Court entered an order extending the exclusive period
that the Debtors can file and solicit votes on a plan to October 25, 2019 and solicit acceptances to
December 24, 2019. Docket No. 3039. On October 25, 2019, the Debtors filed a motion [Docket
No. 3417] seeking to extend these deadlines, respectively, to December 31, 2019 and February 29,
2020.

IV.  ARGUMENT

A. The Settlement Agreement Should Be Approved Under §§ 365, 1113 And 1114
In PTC Alliance Corp., et. al., Case No. 09-13395-CSS (“PTC”) (Bankr. D. Del.), the

Bankruptcy Court for the District of Delaware approved a transaction between the debtor, a union
and a buyer for the modification and assumption of a CBA solely under the auspices of §§ 365
(for the assumption and the assignment), 1114 (to resolve retiree benefits) and 1113 (for the
remaining relief). The debtor modified collective bargaining agreements as requested by a buyer
and agreed to by the union, and then assumed and assigned the collective bargaining agreements
upon the closing of a previously approved sale. The modifications included a new wage scale, new

-16 -
113293221\V-13




DENTONS US LLP
601 SOUTH FIGUEROA STREET , SUITE 2500

LoS ANGELES , CALIFORNIA 90017-5704
(213) 623-9300

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

233 ZEIHBHER  Deg360d: 1Biled GA/ARBM) 1/ Entered 0 4AQ/R2:G6:88 | DDeses
MairERlibirdenPag®ag§eop 822 122

bonus structure, the termination of the pension plan, and with a one-time lump sum payment made
to a 401(k) plan. PTC, Docket No. 869 (order attached as Exhibit 7-A, with a sample approved
modification agreement, P7C, Docket No. 847-1 attached as Exhibit 7-B). The modification was
achieved through written memorandums of understanding that the previous clauses of the CBAs
would continue to be binding on the purchaser, except as modified in the memorandum. /Id. (the
union, buyer and debtor “hereby agree to a new [collective bargaining agreement] which ... shall
become effective conditioned upon and on the date of the closing of the sale [and] will be identical
to the current labor agreement ... except for appropriate changes in dates and the changes set forth
below [then listing modifications]”).

Following the example of the successfully approved P7C transaction, the Debtors request
that this Court implement the Settlement Agreements under §§ 365, 1113 and 1114, effective upon

the Closing.

a. §8 1113 and 1114 Grant the Court with Authority to Approve the Settlement
Agreements And Related Relief

The Debtors move to implement the Modification and applicable portions of the Settlement
Agreements under §§ 1113 and § 1114, because, as courts recognize, these statutes (interpreted
interchangeably due to their overlapping language and standards)?’ allow mutually agreed
modification of CBAs, and “consistent with [the statutes] the parties [the debtor and a union] should
have every opportunity to come to an agreement themselves.” In re Nw. Airlines Corp., 346 B.R.
307, 315 (Bankr. S.D.N.Y. 2006) (authorizing debtor to institute new terms and conditions of
employment as in proposal union had previously agreed to unless debtor and union agreed to
alternative deal within two weeks). As explained by another Bankruptcy Court in this District, §
1113 (and § 1114) codified an “expedited form of collective bargaining” to allow unions and
debtors to enter into settlements in distressed situations with a primary goal to “to protect the
existence of collective bargaining agreements in chapter 11 cases.” In re Certified Air Techs., Inc.,

300 B.R. 355, 361 (Bankr. C.D. Cal. 2003) (citations omitted). Here, the parties have engaged in

27 Inre Walter Energy, Inc.,911F.3d 1121, 1129 n. 8,39 (11th Cir. 2018), (“As we mentioned above Congress modeled
§ 1114 on § 1113, see supra note 8, so cases interpreting § 1113 are relevant to our understanding of § 1114.”).
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the vigorous, expedited collective bargaining that §§ 1113 and 1114 was designed to engender and

have arrived at the equitable and necessary Modified CBAs and the Settlement Agreements.

b. No Party other than the Debtors, the Unions or SGM has Standing to Object
to the CBA Modifications

Sections 1113(d)(1) and 1114(k)(1) proscribe that only “interested parties” may participate
and appear at a hearing on a motion under the statutes. In re UAL Corp., 408 F.3d 847, 849 (7th
Cir. 2005). Precedent holds that this group is limited to the unions, the debtor(s) and guarantors.
The §§ 1113/1114 process is not an open inquiry for third parties to pick at a transaction, because
the statutes are “designed to provide additional procedural requirements for the rejection or
modification of collective bargaining agreements [and] supersedes and supplements the provisions
in § 365.” Massachusetts Air Conditioning & Heating Corp. v. McCoy, 196 B.R. 659, 663 (D.
Mass. 1996). Congress placed special consideration on protecting collective bargaining and gave
debtors and unions the exclusive power to come to a consensual agreement to be approved on a
highly expedited basis, without third-party procedural interference. Cf. 11 U.S.C. § 1113(d)(2)
(court must rule 30 days after hearing or relief is deemed granted); § 1114(k)(2) (court must rule
90 days after hearing or relief is deemed granted).

For instance, in the leading Seventh Circuit /n re UAL decision, third parties sought to
participate in § 1113 litigation because of their “concern that [the debtor] and the union may reach
a compromise” that would adversely affect them. 408 F.3d at 849. The Seventh Circuit denied
their participation:

The term “interested party” in Section 1113 “is most naturally read
to mean ‘party to the collective bargaining agreement’ or a guarantor
of that contract... the union acts as the employees' representative;
without the limitation, every retiree would receive separate notice
and an opportunity to be heard; tax collectors, unsecured creditors
that might gain if the debtor altered its obligations to labor—the
list would go on and on” ... 1t is not hard to see the reasoning for
such a rule in the Section 1113 context ... a court [should not] hand

...groups a potential veto over the ability for a debtor to enter into a
new collective bargaining agreement.

In re AMR Corp., 477 B.R. 384, 452 (Bankr. S.D.N.Y. 2012) (emphasis added) (following and

explaining In re UAL Corp., 408 F.3d at 849). As further explained by the Seventh Circuit in a
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follow-up decision, “[p]arties to a contract are always free to modify their contract without
considering the views of third parties, and [the debtor] and [the union] were the only parties to the
collective bargaining agreement ... [and, as] only “interested parties” may participate ina [§ 1113]

hearing on the debtor's proposal [under] 11 U.S.C. § 1113(d)(1), [this] means only the parties to

the agreement or_a guarantor of it In re UAL Corp., 468 F.3d 456, 459 (7th Cir. 2006)”

(emphasis added).

Here, the Debtors and the Unions are in agreement as to the Modification and the Settlement
Agreements, and no other party has standing to object.?® The Court should approve the
Modification because the Unions and the Debtors have fulfilled the policy goal of §§ 1113 and

1114 of expediently entering into the new Modified CBAs during a bankruptcy.

C. The Debtors have met the Test for Modification under 8§ 1113 and 1114

The Prior 1113 Decision described the test for modification or rejection of a CBA, as
originally articulated in In re Am. Provision Co., 44 B.R. 907, 910 (Bankr. D. Minn. 1984), for
rejection of a CBA (the “1113/1114 Test”). This test applies to both §§ 1113 and 1114, because

“the statutory requirements for modification of retiree benefits are...substantially the same as the
requirements for rejection of collective bargaining agreements, [and] courts routinely analyze
motions for relief under Sections 1113 and 1114 simultaneously.” United Mine Workers of Am.
1974 Pension Plan & Tr. v. Walter Energy, Inc., 579 B.R. 603, 608 (N.D. Ala. 2016), aff’d sub
nom. In re Walter Energy, Inc., 911 F.3d 1121 (11th Cir. 2018) (citations omitted).

This 1113/1114 Test contains the following factors: (1) the debtors make a proposal; (2) the
proposal is based on the most complete and reliable information available at the time of the
proposal; (3) the proposed modifications or rejection are necessary to permit reorganization of the
debtor; (4) the modifications assure that all creditors, the debtors, and all other affected parties are
treated fairly and equitably; (5) the debtors provide the union relevant information as is necessary
to evaluate the proposal; (6) the debtors meet at reasonable times with the union between the time

of the proposal and the time of the hearing; (7) the debtors negotiate with the union in good faith at

28 SGM, as assignee, would have standing as a de facto guarantor, but SGM has agreed to the relevant relief.
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these meetings; (8) the union has refused to accept such proposal without good cause; and (9) the
balance of equities clearly favors the relief.

Here, the Unions have agreed in the Settlement Agreements that the Debtors have met
factors (1), (5) & (6) and (7),% which are procedural factors that apply to meetings, discussions and
the adequacy of information sharing between a debtor and a union. Factor (8) is rendered moot
because the Unions have not “refused” the Amended Proposals, they have accepted them.

The Debtors will therefore analyze the remaining four substantive factors: (2) (proposal
made on good information); (3) (proposal necessary for cases); (4) (parties treated fairly); and (9)

(balance of equities favor relief) which concern the substantive effects of the Modification.

d. The Amended Proposals were based on the Most Complete and Reliable
Information Available

To satisfy this factor, “the debtor is simply required to gather the most complete information
available at the time and to base its proposal on the information it considers reliable.” In re
Karykeion, Inc., 435 B.R. 663, 678 (Bankr. C.D. Cal. 2010). Here, the Debtors—unable to operate
the Hospitals without bankruptcy protection—made Amended Proposals (and Unions accepted
them) because the Marketing Process demonstrated that SGM is the only willing system buyer (and
offered the highest and best bid). SGM will not assume the CBAs without the Modification is
because the CBAs are not currently economically viable for the Hospitals. Prior 1113 Decision at
26 (“The unfortunate but undeniable reality is that the legacy cost structure imposed by the CBAs
is simply too great to permit the Hospitals to continue to sustainably operate.”).

The Proposals were based on current, complete and reliable information because the
Proposals were made shortly after SGM became the stalking horse bidder and then amended after
the Negotiations produced a result that treats labor and the claim fairly and allow the Hospitals to

become economically sustainable in the long-term instead of “kicking the can” for CBA issues.

€. The Amended Proposals are Necessary to Permit a Successful Plan
Confirmation.

2 All the Settlement Agreements contain provisions acknowledging that (i) the Debtors made a proposal (at 3), (ii) the
Unions do not have any outstanding informational requests (at 9 14), (iii) the Debtors met with the Unions to negotiate
and reached the Settlement Agreements (at 2-3) and (iv) the Debtors negotiated in good faith (at 2).
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This Court has found that, “within the context of this [Verity] case, the term ‘necessary to
permit the reorganization of the debtor’ is best interpreted to mean ‘necessary to permit the Debtors

to confirm a liquidating plan.”” Prior 1113 Decision at 23. The Court explained:

This interpretation aligns most closely with the manner in which the
Debtors are prosecuting this case. From the outset, the Debtors have
stated their intent to sell the six hospitals that they operate as going
concerns, and use the proceeds from the sales to fund a plan of
liquidation. This process is well underway. The Court has already
approved the sale of two of the Debtors’ hospitals to Santa Clara, and
recently approved bidding procedures pertaining to the auction of the
remaining four hospitals.

Id. (emphasis added). The Court then adopted the testimony of the Debtors’ CEO that explicitly
stated the closing of successful and timely sales of the Hospitals were necessary for the

confirmation of a liquidating plan:

Selling the hospitals on a going concern basis is necessary to
maximize proceeds to the estate. The Debtors’ operational
difficulties and mounting losses require that the hospitals be sold
quickly. In [the First-Day Declaration], the Debtors’ CEO Richard
Adcock testified that the hospital system was losing $175 million
annually on a cash flow basis ...

Id. at 24 (citing First Day Declaration at § 95) (“[T]he Debtors have commenced these chapter 11
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 crisis

of the past. To do that requires the bankruptcy court supervised sale of some or_all of the

hospitals and related facilities.”) (emphasis added)). The Court correctly found that, without the

orderly and “quick” sales of the hospitals, there would be no efficient and fair way for a distribution

to the various creditors in this case—Ilenders, vendors, employees etc. Id.

Here, the Negotiations, Meetings and the §§ 1113 and 1114 process produced a consensual,
productive result—the Debtors, the Unions and SGM negotiated a structure for the CBAs to remain,
but modified them to reflect economic reality, and agreed to similar terms this Court previously
approved in the SCC Stipulation regarding the Unions’ claim treatment. As the parties recognized,
with no bidder willing to assume the CBAs in full as-is, and with SGM only willing to accept
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assignment of the Modified CBAs, the Settlement Agreements’ terms are necessary. In re Walter
Energy, Inc., 542 B.R. 859, 893-94 (Bankr. N.D. Ala. 2015)*° (“if the sale(s) consummate and the
[businesses] are sold as a going-concern, Debtors’ employees have the best chance of future
employment”); In re Nat'l Forge Co., 289 B.R. at 810-11.

Relief is also necessary to limit the Debtors’ potential liability and expenses. As the Court
found in the SCC Rejection, unchecked, the CBAs in this case would expose the Debtors to
“substantial” administrative claims from unions for an enterprise that the Debtors would neither be
operating nor wish to be operating, with the total of these administrative claims in excess of the
estimated funds available to pay al// administrative claims. /d. at 24-25 (citing Declaration of David
Galfus [Docket 1507]);3! see also In re Chicago Const. Specialties, Inc., 510 B.R. 205, 217-18
(Bankr. N.D. IIl. 2014). Waiting to reject as a part of a confirmed plan, when such plan
confirmation process may be protracted and the intermediate period results in accrual of
administrative obligations, would not be in the best interest of the Debtors’ estate as a whole.”)
(citations omitted). This Court summarized the immediate “necessity” best in its Prior 1113
Decision (at 26):

Here, the Debtors are in the process of selling the Hospitals ... and
will no longer operate the Hospitals once the sale has closed. As was
the case in Chicago Const., it makes little sense to require the Debtors
to remain bound by CBAs that pertain to assets which they will no
longer operate.
f. The Modification and Settlement Agreement Treat all Creditors, the Debtors,

and all of the Affected Parties Fairly and Equitably, and the Balance of the
Equities Favors the Requested Relief.

This Court, in finding that the SCC Rejection treated parties fairly, found:

In sum, prior to seeking bankruptcy relief, the Debtors diligently
attempted to put their operations on a sound financial footing. The
unfortunate but undeniable reality is that the legacy cost
structure imposed by the CBAs is simply too great to permit the
Hospitals to continue to sustainably operate. This reality was
confirmed by the recent sales process ... Many parties have been
required to make sacrifices to permit continued operations of the

30 (aff'd sub nom. United Mine Workers of Am. Combined Benefit Fund v. Walter Energy, Inc., 551 B.R. 631 (N.D.
Ala. 2016) and aff'd sub nom. United Mine Workers of Am. 1974 Pension Plan & Tr. v. Walter Energy, Inc., 579 B.R.
603 (N.D. Ala. 2016)).

31 The Debtors incorporate this Declaration by reference herein.
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Hospitals. Under these circumstances, the proposed rejection and/or
modification of the CBAs is fair and equitable.

Prior 1113 Decision at 26-27 (emphasis added). The Court also cited precedent that, in a sale
context, this factor does not require that unions are paid in full or that all employees are re-hired or
re-represented, and instead the inquiry is whether the debtor is placing a disproportionate burden
on non-represented employees. Id. (citing Walter Energy, 542 B.R. at 892); see also In re Nat’l
Forge Co., 289 B.R. at 811.

The Settlement Agreements place no disproportionate burden on the Represented
Employees or anyone else. Like the previously approved SCC Stipulation, the Settlement
Agreements, in consideration for the Unions’ cooperation and waivers, allow the Preserved Claims
but disallow other claims that otherwise have no basis, especially if the CBAs had been rejected.
In re Nw. Airlines Corp., 483 F.3d 160, 169-72 (2d Cir. 2007) (emphasis added) (citing In re Blue
Diamond Coal Co., 147 B.R. 720, 732-34 (Bankr. E.D Tenn. 1992), aff’d 160 B.R. 574, 57677
(E.D.Tenn.1993) (denying rejection damages after a § 1113 rejection) (“The only conclusion this
court can reach is that a claim for damages alleged to have resulted from the rejection of a
collective bargaining agreement under § 1113 cannot be premised on § 365(g) nor can the claim
be asserted pursuant to § 502(g) ... inasmuch as the Union is not a ‘creditor’ nor does it hold a
claim otherwise allowable under § 502, it is not entitled to assert a claim for damages alleged to
have resulted from the rejection of the [CBA].”) (emphasis added)); In re AMR Corp., 523 B.R.
415, 422-23 (S.D.N.Y. 2014), aff'd, 622 Fed. Appx. 64 (2d Cir. 2015). Further, the Debtors’
proposal to eliminate other general and rejection damages also was fair and equitable as it was
consistent with the Bankruptcy Code for a rejected CBA. See In re Chicago Constr. Specialties,
Inc., 510 B.R. at 222 (“[T]he Debtor’s proposal to reject the CBA simply treats CBA claims [as
they would be liquidated and disposed of under the Bankruptcy Code].”).??> The Settlement
Agreements also provide waivers of any and all “cure claims” that might otherwise said to exist

based upon a technical assumption of the CBAs.

32 The Debtors take no position on the ultimate recovery or rights of the Unions or the Represented Employees to these
claims.
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Further, the APA includes the Provisional Hiring Clause for SGM to provisionally employ
substantially all qualifying Represented Employees (who will then be covered under the Modified
CBAs). Inre Nat’l Forge Co., 289 B.R. 803 at 808—09 (“where, as here, the evidence establishes
that it is likely that some of the employees ‘may be employed by the successful buyer’ this supports
a finding of fair treatment to employees”); see also In re Walter Energy, Inc., 542 B.R. at 867 (“The
record . . . indicate[s] the proposed going concern sale is the best chance for selling the [businesses]

and to provide potential future employment for the Debtors’ represented employees.”). >

g. The 1114 Agreements and Lump Sum Payments are Necessary, Fair and
Equitable.

Further, the 1114 Agreements and the Lump Sum Payment are fair and equitable because

they provide the Retirees the present value of their health benefits. By paying cash in full, the
Debtors do not prejudice the Retirees and act in accord with Congress’ intent in protecting
vulnerable retirees by giving them enhanced rights above unsecured creditors, such as requiring
that a debtor either resolve the retirees’ liability under § 1114 or continue to pay retiree benefits
after confirmation of a plan, see § 1129(a)(13)) and encouraging reorganizations by allowing
debtors to formulate plans and unburden themselves of long-term financial obligations. In re Tower
Auto., Inc., 342 B.R. 158, 162 (Bankr. S.D.N.Y. 2006) (“the statute requires the parties to attempt
to come to an agreement on terms. General unsecured creditors have no such specific protection in
Chapter 11, either with respect to the process of bargaining or the substantive provisions of a plan
[and] unless the Court approves a modification in accordance with § 1114 standards and
procedures, a plan must provide for the continuation of retiree benefits for the duration of the period
the debtor has obligated itself to provide such benefits” at an unmodified level ... the Court has no
reason not to endorse a settlement that satisfies the Debtors’ principal goal, saving cash, while
affording significant protection for the rights that Congress required be preserved for the retirees.”)
(citations omitted); see also In re Garfinckels, Inc., 124 B.R. 3, 4-5 (Bankr. D.D.C. 1991) (“There

is nothing in § 1114 that would prohibit modification, pursuant to an agreement being reached

33 Further, the Debtors intend to honor the CBAs, in full, up to and until the Closing for post-petition liabilities accrued
until the Settlement Agreement becomes effective, under the Wage Order.
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under § 1114(e)(1)(B) or a motion being granted under § 1114(g), from applying to those benefits

that have arisen before the agreement is reached or the motion has been granted.”).3*

h. The Settlement Agreements will Allow the Hospitals to Continue to Operate
and Employ Represented Emplovees

The Settlement Agreements are necessary to keep the Hospitals operating into the future
with Represented Employees. The results of the Marketing Process, with no third parties willing
to assume the CBAs “as is,” and the Debtors’ inability to operate the Hospitals outside of these
Cases, are not within the Debtors’ (or the Unions’) control. Neither a debtor, nor a union, may
“base its rejection of its only suitor[’s] [conditions] on a speculative white knight with greater
riches.” In re Karykeion, Inc.,435 B.R. at 678. Here, SGM has made the best offer for the Hospitals
that will allow the Hospitals to remain open to continue their mission of providing high-quality
patient care, offer payment to creditors, and offer provisional the continued unionization and
employment of the bulk of the Represented Employees. The SGM Sale is the best possible option
for the Represented Employees, the Hospitals, and the communities they serve—and the Sale

hinges on the § 1113 and § 1114 relief the Debtors seek herein.

i. Section 365 Permits the Assumption and Assignment

As approved in PTC, immediately after the agreed Modification (complete with the
abrogation of existing liabilities under the CBAs (except for the Preserved Claims)) occurs, the
Debtors move for the Assumption and the Assignment of the Modified CBAs to SGM under § 365.

Section 365 applies to the Assumption and Assignment because “given the ambiguity in §
1113, § 365(b) ... governs the procedure for assumption [and assignment] of a CBA [and] in
comparable settings, the courts have so held.” In re Family Snacks, Inc., 257 B.R. 884,900 (B.A.P.
8th Cir. 2001) (following Massachusetts Air Conditioning & Heating Corp., 196 B.R. at 663; Am.
Flint Glass Workers Union v. Anchor Resolution Corp., 197 F.3d 76, 82 (3d Cir. 1999) (citing Wien
Air Alaska, Inc. v. Bachner, 865 F.2d 1106, 1111 n. 5 (9th Cir. 1989)). Also, the Debtors have

34 Section 1114°s provision that a committee of retirees may sometimes be appointed (§ 1114(d)) is obviated because
eleven out of twelve of the Retirees are represented by unions who have agreed to be their authorized representative,
leaving an effective “committee of one,” of the remaining retiree who is being paid in full and in cash. See 11 U.S.C.
§ 1114(b)(1), (c) (labor union acts as authorized representative of retirees unless affirmatively opting out); see also In
re N. Am. Royalties, Inc., 276 B.R. 860, 862 (Bankr. E.D. Tenn. 2002) (the union may remain the authorized
representative even if it represents current employees and retirees).
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previously assumed and assigned contracts that have been modified. See Order Granting Motion
to Approve Compromise under Rule 9019 [Docket No. 2461, May 29, 2019] (approving
modification of agreements with Premier, Inc. and assumption and assignment therein).

“The propriety of a decision to assume or reject an unexpired [contract] (i.e., whether the
motion to assume/reject should be approved by the court) normally is determined under the
deferential ‘business judgment’ test.” In re Hertz, 536 B.R. 434, 442 (Bankr. C.D. Cal. 2015)
(citing In re Pomona Valley Med. Grp. Inc., 476 F.3d 665, 670 (9th Cir.2007)). “The court must
presume that the debtor [is acting] ‘prudently, on an informed basis, in good faith, and in the honest
belief that the action taken was in the best interests of the bankruptcy estate.” The court should
approve the debtor's decision unless it is ‘manifestly unreasonable that it could not be based on
sound business judgment, but only on bad faith, or whim or caprice.” The primary question to
guide the court in deciding whether a debtor has properly exercised its business judgment is
‘whether rejection would benefit the general unsecured creditors.”” Id. (citations omitted).

Here, the Debtors move for the Assumption and the Assignment (and the Settlement
Agreements as a whole) in good faith for the benefit of unsecured creditors (as discussed in detail,
supra). Without the Assumption and Assignment, the Sale would be imperiled or delayed, the
Debtors would risk losing the benefit of having $610 million in hand, and, instead, would be
hampered with unwanted CBAs and illiquid assets.

i. The Unions’ Consent is Dispositive

The Unions have agreed that the Debtors have met § 365(b)(1)’s requirements that a debtor
“cure any existing defaults under such agreements ... and provide adequate assurance of future
performance under the contract or lease” under 11 U.S.C. § 365(b)(1) through the total
consideration of the Settlement Agreements. /n re Bowman, 194 B.R. 227, 230 (Bankr. D. Ariz.
1995); In re AEG Acquisition Corp., 127 B.R. 34, 44 (Bankr. C.D. Cal. 1991), aff’d, 161 B.R. 50
(B.A.P. 9th Cir. 1993). This obviates the need for any further analysis. As the only parties with
standing in this inquiry, the Unions’ consent is dispositive. In re ANC Rental Corp., Inc., 277 B.R.
226, 231 (Bankr. D. Del. 2002) (third party did not have standing in § 365 inquiry) (“Section 365
is designed to protect the rights of parties with whom debtors have contractual relationships.”).
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ii. The Debtors have Met § 365(b)(1)’s Requirements

The Debtors have cured priority and post-petition obligations by their Wage Order
payments. Regarding any alleged pre-petition arrears, the Modification, to the extent it does not
“cure amounts” through the Unions’ agreement, rejects and replaces the Debtors CBAs with the
Modified CBAs and therefore abrogates any pre-petition “rejection” damages. Nw. Airlines Corp.,
483 F.3d at 169-72 (2d Cir. 2007). So, any and all cure issues are satisfied, either through the
consideration given through the Settlement Agreement or the legal power of § 1113.

Regarding the second prong of § 365—adequate assurance of future performance—SGM
meets this requirement of providing an adequate assurance of future performance under the
Modified CBAs because it is a large, sophisticated healthcare company, with a $610 million cash
investment, an obligation to provisionally hire all the Represented Employees, who dedicated
months to re-negotiating the Modified CBAs, and who was approved by this Court as an able-

steward and of the Hospitals going-forward.

B. The Debtors Have Satisfied § 363 and Rule 9019

Though the Debtors urge the Court to apply § 1113 and § 1114 as umbrella statutes for their
entire deal with the Unions (as Congress intended), § 363(b), § 363(c) and Rule 9019 also support
the requested relief. See In re Leslie Fay Companies, Inc., 168 B.R. 294, 301 (Bankr. S.D.N.Y.
1994) (finding that Rule 9019 would apply to a debtor’s decision to enter into new post-petition
CBA where transaction settled all liability by and between union and debtor). Therefore, the
Debtors move for approval of the Settlement Agreement under § 363(b), 363(c) and Rule 9019 as
well as under §§ 1113, 1114 and 365. This analysis is made simpler because the requirements for
approval under § 363 and Rule 9019 are highly complementary with the above-discussed
1113/1114 Test.

a. The Debtors have Satisfied Section 363(b) and 363(c)

Under § 363(b), the Court considers (i) whether the transaction is “is in the best interest of
the estates and is “fair and reasonable” (cf. 1113/1114 Test factors (3) (necessary for
reorganization) and (9) (balance of equities in favor)) and (ii) whether it has been given “adequate

marketing,” and “that it has been negotiated and proposed in good faith, and that the [counter-
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party] is proceeding in good faith” in an “arms-length” transaction.” In re Wilde Horse Enterprises,
Inc., 136 B.R. 830, 84142 (Bankr. C.D. Cal. 1991) (collecting cases). Regarding the latter
requirement, the above-discussed evidence establishes that the parties proceeded in good-faith and
certainly remained arms-length in the Negotiations.

Likewise, the Court should apply § 363(c) to the underlying terms of the Modified CBAs
by and between the Debtors and the Unions, and defer to the Debtors’ business judgment. Courts
have determined that large corporate debtors, including hospital debtors, commonly enter into
collective bargaining agreements and are entitled to business judgment deference as to their terms.
See In re Fairmont Gen. Hosp., Inc., 510 B.R. 783, 787-88 (Bankr. N.D. W.Va. 2014).

As to the balance of the analysis under § 363(b) and (c), the Debtors incorporate their above
1113/1114 Test analysis (and, to the extent necessary, their § 365 analysis) that they proceeded in
good faith and have negotiated a fair, equitable and necessary set of transactions in the Settlement

Agreements for moving under § 363(b) for the Settlement Agreements.

b. The Debtors have Satisfied Rule 9019

Under Rule 9019(a), “compromises are favored because they minimize costly litigation and
further parties’ interests in expediting the administration of the bankruptcy estate” and the Court
only needs to find that the settlement was negotiated in good faith and is reasonable, fair, and
equitable by utilizing the following factors:

e the complexity of the litigation involved, and the expense, inconvenience, and delay
necessarily attending it and the probability of success in the litigation;
o the difficulties, if any, to be encountered in the matter of collection;
e the paramount interest of the creditors and a proper deference to their reasonable
views in the premises.
Inre A & C Properties, 784 F.2d 1377, 1381 (9th Cir. 1986); In re Sabine Oil & Gas Corp., 555
B.R. 180, 256 (Bankr. S.D.N.Y. 2016).
As to the “paramount interest of the creditors” factor, the Debtors incorporate their above

analysis that the Settlement Agreements are in the best and paramount interests of the creditors
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(under the 1113/1114 Test, that the transaction is “necessary,” is in the “best interest” of the estate
is “fair” to all parties and that the balance of equities favor it).

Further, the “difficultly of collection factor” is not relevant here, as the Debtors are the ones
settling claims from the Unions and are not receiving cash consideration. However, the Debtors
note that, without the Settlement Agreements, it would be much more difficult to “collect” the
hundreds of millions of dollars of consideration from the Sale. This leaves the first listed 4A&C
factor: “The complexity of the litigation involved, and the expense, inconvenience, and delay
necessarily attending it and the probability of success in the litigation,” for consideration for Rule
9019 approval.

“The purpose of a compromise agreement [under Rule 9019] is to allow the [debtor in
possession] and the creditors to avoid the expenses and burdens associated with litigating sharply
contested ... claims.” Inre A & C Properties, 784 F.2d 1377, 1380-81. Accordingly, in approving
a settlement agreement, the Court need not conduct an exhaustive investigation of the claims sought
to be compromised. See United States v. Alaska Nat’l Bank (In re Walsh Constr., Inc.), 669 F.2d
1325, 1328 (9th Cir. 1982). A court should not substitute its own judgment for the judgment of the
debtor in possession. Matter of Carla Leather, Inc., 44 B.R. 457,465 (Bankr. S.D.N.Y. 1984). A
court, in reviewing a proposed settlement, is not to decide the numerous questions of law and fact
but rather to canvass the issues to determine whether the settlement falls below the lowest point in
the range of reasonableness. In re Tribune Co., 464 B.R. 126, 158 (Bankr. D. Del. 2011) (“the
settlement need only be above the “lowest point in the range of reasonableness™); In re W.T. Grant
& Co., 699 F.2d 599, 608 (2nd Cir. 1983); The court should not conduct a “mini-trial” on the
merits of the issues. In re Walsh Const., Inc., 669 F.2d at 1328; In re Blair, 538 F.2d 849 (9th Cir.
1976).

The Settlement Agreements primarily dispose of two major pieces of litigation with five
separate Unions: (1) §§ 1113/1114 litigation over modification or rejection of the CBA and Retiree
Benefits and (2) litigation over the validity and amounts of the Unions’ claims.

As to the contesting unions in the SCC Sale, the SCC Rejection was an arduous, months-
long undertaking involving novel § 1113 questions. Sections 1113 and 1114 are highly complex,
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factually intensive statute, made particularly difficult to analyze in a liquidation context. See In re
Rufener Const., Inc., 53 F.3d 1064, 1067 (9th Cir. 1995) (“the procedural requirements imposed by
§ 1113 appear ill-suited to a liquidation proceeding”). The Debtors would be required to meet nine-
factors, marshal substantial evidence and rebut and reply to the Unions’ legal arguments under an
expedited, contested setting. Further, if contested, a pivotal part of the Settlement Agreements —
the permanent modification of the CBAs through § 1113—does not appear to have been addressed
by a published Ninth Circuit case when a union has not consented. The Settlement Agreements
avoid the potential labor unrest and disruption to the Debtors during the sensitive pre-Closing
period that might be occasioned by a forced contract abrogation, and the obvious loss of value
arising therefrom. The Settlement Agreements not only fulfill the express Congressional goals of
compromise and “expedited collective bargaining,” they also resolve any uncertainty of potentially
“sharply contested” §§ 1113 and 1114 process over the CBAs. Inre A & C Properties, 784 F.2d
at 1380-81.

Further, the Settlement Agreements streamline and settle key aspects of the Unions claims
and Proofs of Claims and the Debtors liability for severance for re-hired employees and PTO. It
allows the Unions the benefit of continuing to assert claims for pending grievances and arbitration,
but also allows the Debtors and successors to contest these claims—allowing truly aggrieved
employees their “day in court” while allowing unmerited grievances to be ultimately dismissed
without interfering with the confirmation of the Plan. They also preclude any general “cure” or
rejection claims or other claims that the Unions could assert from the Sale and resolve retiree
benefits before the Plan process. See 11 U.S.C. § 1129(a)(13) (not allowing plan to dispose of
retiree benefits unless it pays them in full).

Given the complexity of this potential litigation, interposed with the fact that the Debtors
are in the largest healthcare case currently in the country, attorneys’ fees and costs (which would
most likely run well into the six figures for each side) and attorneys and professionals investment
in time and attention (and away from Plan and SGM Sale issues) to bring this matter to full fruition
would be high compared to the total gain and exposure. In re Lawrence & Erausquin, Inc., 124
B.R. 37, 39 (Bankr. N.D. Ohio 1990) (approving Rule 9019 settlement where “[i]f all the issues
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which have been raised in this case were to be litigated by the Trustee, the litigation would be time
consuming, burdensome, somewhat risky, and would quite possibly cost the estate more than it
would generate for the payment of unsecured creditors.”); In re Partsearch Techs., Inc., 453 B.R.
84, 105 (Bankr. S.D.N.Y. 2011) (approving Rule 9019 agreement where “the risks of litigation here
appear to be significant because of the substantial time and expense required to conduct a trial.”).
The Debtors have now filed their Disclosure Statement and Plan and wish to focus on making the
Effective Date effective instead of protracted labor litigation that can be avoided through a fair
compromise.

The Modified CBAs, the Proposal and all aspects of the Settlement Agreement result from
the arm’s length, protracted, and hard fought negotiations. The Debtors mediated the negotiations
between SGM and the Unions and arrived at the Modification for the Debtors to pass on their
Hospitals to SGM with an increased market competitiveness, while maintaining the loyalty and
morale of their employees and further settled liability and obtained other benefits for the Debtors
(such as CNA and SEIU writing to the AG to support the SGM Sale). The parties are entitled to
deference in their decisions. In re Walsh Const., Inc., 669 F.2d at 1328; In re Blair, 538 F.2d 849;
see also In re Yellowstone Mountain Club, LLC, 460 B.R. 254, 265 (Bankr. D. Mont. 2011) (citing
A& C Properties, 784 F.2d 1381) (“rather than an exhaustive investigation or a mini-trial on the
merits, this court need only find that the settlement was negotiated in good faith and is reasonable,
fair and equitable™); In re Adelphia Communications Corp., 327 B.R. 143, 163 (Bankr. S.D.N.Y.
2005), adhered to on reconsideration, 327 B.R. 175 (Bankr. S.D.N.Y. 2005) (approving settlement
of claims where debtor was to pay $715 million even where court found there “there [was] quite a
high probability that [the debtor] would ultimately prevail on at least some of its claims,” because
“that litigation” had already “been hotly contested [through] numerous legal and factual defenses”
by the counterparty against the debtors’ claims and where debtors were not likely to “win quickly,”
given the “complexities of [the] situation,” and concluding that “even a successful outcome in such
litigation likely would take substantial time [and the] the [s]ettlement [a]greements eliminate these
risks.”); In re MF Glob. Inc., 466 B.R. 244, 251 (Bankr. S.D.N.Y. 2012) (approving under Rule
9019 where “the [s]ettlement [a]greement will resolve all claims between the Parties related to the
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Property and will save the costs of further litigation [and was the] result of arms-length negotiations
and good-faith dealings among the Parties.”).

The Settlement Agreements represent the type of rational, negotiated solutions that Rule
9019 encourages, and the Court should approve it. See generally Protective Comm. for Indep.
Stockholders of TMT Trailer Ferry, Inc. v. Anderson, 390 U.S. 414, 434, 88 S. Ct. 1157, 1168, 20
L. Ed. 2d 1 (1968) (“Litigation and delay are always the alternative to settlement, and whether that
alternative is worth pursuing necessarily depends upon a reasoned judgment as to the probable
outcome of litigation.”).

V. CONCLUSION

Based upon the foregoing, the Debtors respectfully request that the Court enter an order
granting the relief requested herein (i) granting and approving the Settlement Agreements as
attached as Exhibits 1-5 so that, effective upon the Closing, (a) the Modification occurs, with (b)
the Modified CBAs then assumed and assigned through the Assumption and Assignment to SGM
(c) the other terms of the Settlement Agreement are given effect and (ii) for such other and further

relief as the Court may deem proper.

Dated: November 13,2019 DENTONS US LLP
SAMUEL R. MAIZEL

TANIA M. MOYRON
SAM J. ALBERTS

By__ /s/ Tania M. Moyron
Tania M. Moyron

Attorneys for the Chapter 11 Debtors and
Debtors In Possession
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DECLARATION OF RICHARD G. ADCOCK

I, Richard G. Adcock, declare that if called on as a witness, I would and could testify of my
own personal knowledge as follows:

1. I am the Chief Executive Officer (“CEQO”) of Verity Health System of California,
Inc. (“VHS”). Ibecame VHS’ CEO effective January 2018. Prior thereto, I served as VHS’ Chief
Operating Officer (“COQ”) beginning in August 2017. In my roles as COO and CEO at VHS, |
have become intimately familiar with all aspects of VHS and its above-captioned affiliates who

have also filed for bankruptcy protection (collectively the “Debtors,” and each a “Debtor”) as well

as those affiliated entities that are not in bankruptcy. I submit this Declaration in support of the
Debtors’ Omnibus Motion for Approval of 1) Settlement Agreements with Labor Unions, 2)
Assumption and Assignment of Modified Collective Bargaining Agreements, 3) Termination of
Retiree Healthcare Benefits and 4) Related Relief (the “Motion™).%

2. Except as otherwise indicated herein, this Declaration is based upon my personal
knowledge, my review of relevant documents, information provided to me by employees of the
Debtors or the Debtors’ legal and financial advisors, or my opinion based upon my experience,
knowledge, and information concerning the Debtors’ operations and the healthcare industry. If
called upon to testify, I would testify competently to the facts set forth in this Declaration.

3. True and correct copies of the following documents are attached to the Motion as
follows:

o the “CNA Settlement Agreement” (attached hereto as Exhibit 1) between the

Debtors and the California Nurses Association (“CNA”), which, in turn, seeks, inter
alia, approval of the assumption and assignment to SGM effective upon Closing of
a (1) modified CNA/VHS Master Agreement between CNA and Debtors St. Vincent
Medical Center (“SVMC”) and Seton Medical Center ("SMC"), effective
December 22, 2016-December 21, 2020, (ii) modified SVMC Local Contract

35 Unless otherwise defined herein, all capitalized terms have the definitions set forth in the Motion.

36 Modified CBAs (as defined in the Motion) are not attached to the Motion because they are SGM’s confidential,
proprietary information and trade secrets. Upon request and execution of a confidentiality agreement, the Debtors will
make the Modified CBAs available to proper requesting parties.
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2016-2020 between CNA and SVMC , effective December 22, 2016 to December
21, 2020, and (iii) modified SMC Local Contract 2016-2020 between CNA and
SMC effective December 22, 2016-December 21, 2020;

the “Local 20 Settlement Agreement” (attached hereto as Exhibit 2), between SMC

and IFPTE AFL-CIO CLC, Local 20 (“Local 20”), which, in turn, seeks, inter alia,
approval of the assumption and assignment to SGM effective upon Closing, of a
modified Collective Bargaining Agreement between Local 20 and SMC, effective
May 1, 2017-April 30, 2020;

the “NUHW Settlement Agreement,” (attached hereto as Exhibit 3), between SMC

and the National Union of Healthcare Workers (“NUHW?), which, in turn, seeks,
inter alia, approval of the assumption and assignment to NUHW effective upon
Closing, of a modified Collective Bargaining Agreement between NUHW and
SMC and SMC-Coastside, effective November 1, 2016-October 31, 2019;

the “SEIU Settlement Agreement” (attached hereto as Exhibit 4), between the

Debtors SVMC and St. Francis Medical Center (“SFMC”) and the Service
Employees International Union, United Healthcare Workers-West (“SEIU”),
which, in turn, seeks, inter alia, the assumption and assignment to SEIU effective
upon Closing of a modified Collective Bargaining Agreement between SEIU and

SFMC and SVMC, effective May 1, 2017-April 30, 2020;

the “UNAC Settlement Agreement” (attached hereto as Exhibit 5), between SFMC
and the United Nurses Associations of California/Union of Health Care
Professionals (“UNAC,” and referred to along with CNA Local 20, NUHW and
SEIU as the “Unions”), which, in turn, seeks, inter alia, approval of the assumption
and assignment to SGM effective upon Closing of a modified Labor Management
Collective Bargaining Agreement effective from December 29, 2017 to December
29, 2021;

the schedule regarding the 11 current retirees who are receiving actual retiree health

care benefits (under the program that permits retirees who elect within a set period
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of time, a supplement to continue Debtor-provided healthcare) and the one-time
payment in the amount equal to the value of those payment, which is attached as
Exhibit 6.

a. The CBAs And The Represented Employees

4. The Local 20 CBA covers 31 active employees for SMC and one retired employee

from O’Connor Regional Hospital (“OCH”)*® (with the employees as the “Local 20 Represented

Employees”). The Local 20 Represented Employees are and were predominantly Clinical
Laboratory Scientists who work primarily in the hospital laboratory.

5. The CNA CBAs cover 792 active employees at SVMC and SMC and eight retired
employees from SMC, OCH and SLRH (the “CNA Represented Employees”). The CNA

Represented Employees are and were registered nurses.

6. The UNAC CBA covers 817 active employees for SMC (the “UNAC Represented

Employees”). The UNAC Represented Employees are and were registered nurses.
7. The SEIU CBA covers active 1,331 active employees for SVMC and SFMC (the

“SEIU Represented Employees™). The SEIU Represented Employees are and were comprised of

service workers including but not limited to environmental services aides, certified nurse assistants,
unit coordinators, and technical workers, including but not limited to radiological technician and
pharmacy technicians.

8. The NUHW CBA covers active 731 active employees and 1 retired employee for
SMC and Seton Medical Center Coastside (the “NUHW Represented Employees™) (together, with

the Local 20 Represented Employees, the CNA Represented Employees, the UNAC Represented

Employees, the SEIU Represented Employees, the “Represented Employees.” The NUHW
Represented Employees are and were comprised of technicians, such as radiological technician,
pharmacy technicians, and service workers such as, environmental service aides, dietary aides,

cooks, clinical staff such licensed vocational nurse, certified nursing aides and administrative

37 Initials, rather than complete last names of the individuals have been provided for privacy purposes, with first
names identified so applicable retirees may identify themselves.

38 Although the assets of OCH have been sold to Santa Clara County under a prior Bankruptcy Case sale, Current
Retirees who were employed at OCH while it was operating continue to receive Retiree Health Benefits.
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workers such unit secretaries and clerks.

b. The Union § 1113 CBA Modification And § 1114 Retiree Healthcare
Benefit Termination Process

9. After approval of the SGM Sale, but pending completion of AG Review, the
Debtors, SGM and Unions negotiated the ultimate terms of the Settlement Agreements (the
“Negotiations”) through a series of meetings and exchanges with the Unions (the “Meetings”). The
process began on February 1, 2019, when the Debtors delivered to each of the Unions a proposal
under § 1113 and, as applicable, § 1114 (collectively, the “First Proposals”).?* The First Proposals
noted that SGM was amenable to assuming existing CBAs, provided they were modified to comport
with similar collective bargaining arrangements that covered other facilities owned and operated
by SGM. The First Proposals further represented that the Debtors “stood ready” to discuss with
the Unions any counter-proposal and that the Debtors were “open to receive and consider all
comments, concerns and any counterproposals from [the Unions]” and told the Unions that “if you
desire any specific, relevant information, do not hesitate to ask for it.” None of the Unions
submitted counter-proposals to the Debtors. After conducting discussions with SGM as to what it
wished to modify with respect to the CBAs, the Debtors and SGM then began to directly engage
each of the Unions and provide each Union with amended proposals, including proposed modified

CBAs in redline form (collectively, the “Amended Proposals”). Specifically,

a. On or about July 11, 2019 and July 15, 2019, the Debtors and SGM met with CNA
and presented the applicable Amended Proposal, which included proposed redline
changes to the CNA CBAs.

b. On or about July 19, 2019, the Debtors and SGM met with Local 20 and presented
the applicable Amended Proposal, which included proposed redline changes to the
Local 20 CBA.

C. On or about July 25, 2019, the Debtors and SGM met with SEIU and presented the
applicable Amended Proposal, which included a proposed redline to the SEIU CBA.

d. On or about July 25, 2019, the Debtors and SGM met with UNAC and presented the

39 The Debtors will make the written copies of the First Proposals, as well as the Amended Proposals (as defined, infia)
to any proper requesting party.
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applicable Amended Proposal, which included a proposed redline to the UNAC
CBA.

e. On or about July 25, 2019, the Debtors’ counsel met with NUHW and presented the
applicable Amended Proposal, which included a proposed redline to NUHW CBA.
1d. at

10. Thereafter, the Debtors continued to travel to and attend Meetings with the Unions

regarding the Amended Proposals and going-forward CBA terms with SGM, including:

f. with respect to UNAC, on August 2, 23, and 29, 2019;

g. with respect to CNA, on August 7, 8, 20, 21, 2019, and September 5, 2019;

h. with respect to SEIU, on July 30, 2019, August 13, 2019, August 30, 2019 and
September 9, 2019;

1. with respect to NUHW, on August 14 and 24, 2019 and September 10 and 15, 2019;
and

] with respect to Local 20, on August 15, 2019.

11. The in-person Meetings were also supplemented by substantial negotiations over

phone and by email, which culminated in the Debtors and the Unions executing the Settlement
Agreements attached hereto.

C. The Settlement Agreements

12. Each Settlement Agreement incorporates modified versions of the applicable

Unions’ CBA or CBAs (the “Modified CBAs”) which are to be modified under § 1113 and, as

applicable § 1114 (the “Modification™). Through the Motion, the Debtors agree to assume and

assign the CBA or CBAs (as modified under the Modified CBAs) to SGM (the “Assumption and
Assignment”), which the Unions agree to not oppose (which process is defined in the Settlement

Agreements and herein as the “Agreed Outcome™).*® The parties reached the Settlement

Agreement so that the SGM Sale is economically viable for SGM and the Debtors, while also

providing just treatment for the Debtors’ employees, including the Represented Employees.

40 Settlement Agreements at § 3. The Settlement Agreements are substantially similar. For avoidance of doubt, the
Settlement Agreement used for “Settlement Agreements at [##]” cites herein is the CNA Settlement Agreement. When
there is such a citation, all Settlement Agreements will contain such a term.
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D. Related Relief for the One Non-Union Current Retiree Who Receives Retiree Health
Care Benefits

13.  The Debtors will also pay the only Current Retiree not represented by one of the
Unions the value of their retiree benefits in cash under the same methodology provided to the
Union-represented Current Retirees. The amount to be paid is reflected on Exhibit 6.

14. The Debtors have determined in their business judgment that the relief sought in the
Motion is in the best interests of the Estates. To the extent that the Motion settles matters that the
Debtors could litigate, the Debtors believe that settlement under the terms sought in the Motion is
in the best interest of their estates in lieu of the expensive, unproductive and uncertain litigation
that would ensue without relief. The Debtors have now filed their Disclosure Statement and Plan
and wish to focus on making the Effective Date effective instead of protracted labor litigation that
can be avoided through a fair compromise

I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct.

Executed this 13 day of November, 2019, at Los Angeles, California.

By:_[TO BE SUBMITTED]
RICHARD G. ADCOCK

-38 -
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EXHIBIT 1
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Settlement Agreement

On this 19th day of September, 2019 (the “Settlement Date”), and subject to
approval by order of the Bankruptcy Court (as defined below), Verity Health Care System
of California, Inc., Seton Medical Center (including the campus known as Seton Medical
Center-Coastside), St. Vincent Medical Center, St. Francis Medical Center and their
affiliates in chapter 11 bankruptcy (collectively the “Debtors,” and individually a
“Debtor”), on the one hand, and the California Nurses Association (“CNA”) (collectively,
the “Parties™), on the other, and subject to the terms, conditions and approvals set forth
herein, agree to the following (the “Agreement”):

Recitals

WHEREAS, on August 31, 2018 (the “Petition Date”), each of the Debtors filed a
petition for relief under Chapter 11 of the Bankruptcy Code (the “Bankruptcy Cases™) in
the United States Bankruptcy Court for the Central District of California (the “Bankruptcy
Court”), and since that date, all Debtors have been operating as debtors in possession;

WHEREAS, CNA and St. Vincent Medical Center are parties to a certain SVMC
Local Contract 2016-2020 effective December 22, 2016-December 21, 2020 (the “SVMC
CBA”), CNA and Seton Medical Center are parties a certain SMC Local Contract 2016-
2020 effective December 22, 2016-December 21, 2020 (the “SMC CBA”) and CNA and
St. Vincent Medical Center, Seton Medical Center and other Debtors are parties to a certain
CNA/VHS Master Agreement effective December 22, 2016 —December 21, 2020 (the
“Master CBA,” and referred to with the SVMC CBA and SMC CBA as the “CBAs” and
each individually a “CBA”);

WHEREAS, the Debtors previously obtained a final order rejecting their collective
bargaining agreements with CNA covering O’Connor Hospital and St. Louise Regional
Hospital (the “SCC Rejection”) upon closing of the sale [Docket No. 1153] of these assets
to Santa Clara County (the “SCC Closing”) and also modifying the Master CBA in the
Order Granting Debtors’ Motion Under Section 1113 Of The Bankruptcy Code To (A)
Reject And Terminate The Terms Of California Nurses Association’s Collective
Bargaining Agreements With Saint Louise Regional Hospital And O ’Connor Hospital And
(B) To Modify Related Provisions In A Certain Master Agreement Upon The Closing Of
The Sale Of Hospitals To Santa Clara County [Docket No. 1578] (the “SCC CBA Order”).

WHEREAS, on January 17, 2019, the Debtors filed a Notice Of Motion For The
Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking
Horse Bidder and For Prospective Overbidders; (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

US_Active\113177985\V-5
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Assumption of Certain Executory Contracts and Unexpired Leases; and (Il) 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. 1279] (the
“Remaining Hospitals Sale Motion”), which sought, among other things, to sell the assets
of St. Francis Medical Center, a California nonprofit public benefit corporation (“SFMC”),
St. Vincent Medical Center, a California nonprofit public benefit corporation (“SVMC”),
St. Vincent Dialysis Center, a California nonprofit public benefit corporation, (“SVDC”),
Seton Medical Center, a California nonprofit public benefit corporation, including Seton
Coastside (“SMC,” and referred to collectively with SFMC, SVMC and SVDC as the
“Remaining Hospitals) under a Stalking Horse Asset Purchase Agreement (the “APA”)
between Verity Health Care System of California, Inc., a California nonprofit public
benefit corporation (“Verity”), Verity Holdings, LLC, a California limited liability
company, SFMC, SVMC, SVDC, and SMC (collectively, the “Sellers”) and Strategic
Global Management, Inc., a California Corporation (“SGM”);

WHEREAS, on May 2, 2019, the Bankruptcy Court entered the Order (A)
Authorizing the Sale of Certain of the Debtors’ Assets to Strategic Global Management,
Inc. Free and Clear of Liens, Claims, Encumbrances, and Other Interests; (B) Approving

the Assumption and Assignment of an Unexpired Lease Related Thereto; and (C) Granting
Related Relief [Docket No. 2306];

WHEREAS, under the terms of the APA, SGM agreed to participate in union
negotiations related to any specific collective bargaining agreement;

WHEREAS, the Debtors have agreed to use commercially reasonable efforts to
initiate discussions with SGM and conduct discussions to renegotiate each collective
bargaining agreement currently in effect with each applicable union. See APA § 5.11;

WHEREAS, SGM and the Debtors seek to effectuate the sale (the “Sale”) Closing
(used herein as that term is defined in the APA) after the review of the transaction by the
Attorney General of California (the “California AG™), by October 14, 2019, or as soon
thereafter as possible, consistent with the terms and conditions of the APA;

WHEREAS, upon the Closing, the Debtors will no longer operate or employ anyone
at the Remaining Hospitals;

WHEREAS, CNA has filed a proof of claim (collectively, along with any and all
amendments, the (“POC”) in the Bankruptcy Cases against the Debtors, which has been
designated as claim number #5169;

WHEREAS, the Debtors have, in good faith, sought to facilitate the modifications

to the CBAs desired by SGM and to otherwise consensually resolve issues and claims of
CNA;

US_Active\113177985\V-5
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WHEREAS, on February 1, 2019, the Debtors sent to CNA a proposal under §§
1113/1114 to modify the CBAs and to resolve other issues;

WHEREAS, on or about July 25, 2019, the Debtors presented CNA with an
amended §§ 1113/1114 proposal and, along with SGM, began the process of negotiating
changes to terms of the CBAs acceptable to SGM and CNA; and

WHEREAS, beginning on July 25, 2019 and through the Settlement Date, the
Debtors, SGM, and CNA have met and negotiated on several occasions about modifying
the CBAs and the Debtors and CNA have otherwise exchanged proposals to resolve the
other issues between the Parties.

NOW THEREFORE, the Parties agree as follows:

Terms

1. Effective and conditioned upon the Closing, the CBAs shall be modified in the form
attached hereto as Exhibit 1 (the “Modified CBAs”) under §§ 1113/1114 of the
Bankruptcy Code (the “Modification”).

2. Effective and conditioned upon the Closing, the Debtors will assume and assign the
CBAs (as modified under the Modified CBAs) to SGM (the “Assumption and

Assignment”).

3. CNA agrees to (a) accept 1) the Modification, i1) the Assumption and Assignment
and iii) the terms of the foregoing (collectively, the “Agreed Outcome™) (b) support,
as lawful and as commercially reasonable, motions or plans filed by the Debtors in
the Bankruptcy Cases, seeking approval of the Agreed Outcome; provided,
however, that nothing in this Agreement is intended to affect A) CNA rights and
remedies against SGM in connection with x) post-Closing operations at SMC and
SVMC, including, but not limited to, interaction with the California AG, and y)
adequate assurance of future performance by SGM; and B) the Parties’ rights to
seek enforcement of the terms of this Agreement from the Bankruptcy Court.

4. Upon Closing, SGM will become solely responsible for performance of all post-
Closing obligations arising under the Modified CBAs.

5. Upon Closing, the CBAs (as modified under the Modified CBAs) will be deemed
to be automatically assigned to SGM in full.

6. The Debtors: (a) will not have any liability or obligation to perform under the CBAs
or Modified CBAs with respect to post-Closing activity; (b) shall in no way be liable

US_Active\113177985\V-5
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for or otherwise responsible for any “cure” obligations independent of any CNA
claims that may be expressly preserved under this Agreement; and (c) and shall in
no way be liable for or otherwise for any nonperformance or violation by SGM or
any of its affiliates arising at any time.

7. In further resolution, the following claims shall be allowed and receive the following
treatment:

a. PTO: each employee who is not offered a job with SGM, including Global
Medical Center of Downtown Los Angeles, LLC (“GMCDLA”) or Global
Medical Center of San Mateo County, LLC (“GMCSMC”), will be allowed
in the Bankruptcy Cases a claim for unused and unpaid PTO calculated under
the “accrual method;” meaning PTO earned and yet unpaid or used 1) on or
after the Petition Date, will be granted administrative status, 2) between
March 4, 2018 to the Petition Date, will be granted priority claim status up
to any remaining balance under § 507(a)(4) (up to a maximum of $12,850
per employee) with any excess granted general unsecured claim status and;
3) prior to March 4, 2018 ,will be given general unsecured claim status. The
administrative and priority claim portions of an allowed PTO claim will be
paid with the employee’ last paycheck (upon the Closing);

b. Severance:

i) each employee who is not offered employment by SGM, including
GMCDLA or GMCSMC, no later than the date of Closing, will be allowed
a claim for severance calculated under the “accrual method”—meaning
severance earned but not yet paid will be calculated on per diem basis from
the date of the employee’s retention by a Debtor to the earlier of the date of
their termination or the Closing—and treated as follows: 1) amounts earned
on and after Petition Date through the date of termination or the Closing
(whichever is earlier) will receive administrative status; 2) amounts earned
after March 4, 2018 and through the day prior to the Petition Date will receive
priority claim status up to any remaining balance under § 507(a)(4) (up to a
maximum of $12,850 per employee), with any excess granted general
unsecured claim status; and 3) amounts earned prior to March 4, 2018 will
receive general unsecured claim status. The administrative and priority claim
portions will be paid within 30 business days of the Effective Date of a
confirmed Bankruptcy Plan (as defined in such plan or confirmation order,
and referred to herein as the “Bankruptcy Plan Effective Date”), provided,
further, that payment of severance to an employee is contingent on that
employee executing a written general release in a form acceptable to CNA
and the Debtors;

US_Active\113177985\V-5
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i1) notwithstanding anything to the contrary contained in or caused by the
SCC CBA Order, each employee who was not offered employment by SCC
by the SCC Closing, will be allowed a claim for severance calculated under
the “accrual method”—meaning severance earned but not yet paid will be
calculated on per diem basis from the date of the employee’s retention by a
Debtor to the earlier of the date of their termination or the SCC Closing—
and treated as follows: 1) amounts earned on and after Petition Date through
the date of termination or the SCC Closing (whichever is earlier) will receive
administrative status; 2) amounts earned after March 4, 2018 and through the
day prior to the Petition Date will receive priority claim status up to any
remaining balance under § 507(a)(4) (up to a maximum of $12,850 per
employee), with any excess granted general unsecured claim status; and 3)
amounts earned prior to March 4, 2018 will receive general unsecured claim
status. The administrative and priority claim portions will be paid within 30
business days of the Bankruptcy Plan Effective Date, provided, further, that
payment of severance to an employee is contingent on that employee
executing a written general release in a form acceptable to CNA and the
Debtors;

C. Grievance Claims:

1) Any grievance claim of an employee being represented by CNA that
is not settled as of the Bankruptcy Plan Effective Date will be treated in
accordance with the Plan or otherwise in accordance with bankruptcy law.
The parties agree to work with SGM in the event that the remedy is or
includes reinstatement of the employee after the Closing;

1) Kris Suzuki, who is a member of CNA, settled a termination-based
grievance claim in June 2018 with one or more of the Debtors in the amount
of $70,000, and received $25,000 of that amount prepetition, will receive an
allowed priority claim under §507(a)(4) in the amount of $12,850 and a
general unsecured claim in the amount of $27,150; and

The claims in 1) and ii) will be treated in the same manner as severance claims
in paragraph 7(b) above.

d. Educational Claims. Any allowed unpaid claim for reimbursement of
educational expenses of employee represented by CNA will be calculated
under the “accrual method,” meaning that such claim will be calculated on
per diem basis from the date of retention to the earlier of the date of
termination or the date of Closing and treated as follows: 1) amounts earned
on or after the Petition Date through the date of termination or the Closing
(whichever is earlier) earned will receive administrative status; 2) amounts
earned after March 4, 2018 and through the day prior to the Petition Date will

5
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be granted priority claim status up to any remaining balance under §
507(a)(4) (up to a maximum of $12,850 per employee), with any excess
granted general unsecured claim status; and 3) amounts earned prior to
March 4, 2018 will receive general unsecured claim status. The
administrative and priority claim portions will be paid within 30 business
days of Bankruptcy Plan Effective Date; and

f. All other prepetition claims, prepetition priority claims and administrative
expenses and claims arising from the Petition Date to the Settlement Date not
enumerated in subparagraphs a) through d) above are deemed waived;
provided further, 1) CNA does not waive the right to assert any unpaid
administrative expenses that arise from the Settlement Date to the Closing
and the Debtors maintain the right to oppose such administrative expenses;
2) the Debtors maintain the right to seek estimation from the Bankruptcy
Court of any claims and administrative expenses for voting or distribution
purposes and CNA maintains the right to oppose such estimation; and 3) the
Parties agree that the Bankruptcy Court retains jurisdiction to determine the
allowance, priority and treatment of all claims and administrative expenses.

8. With respect to Retiree Health Benefits:

a. Subject to subparagraph (c), CNA agrees that the CBAs shall be deemed
automatically modified to immediately terminate and discontinue the Retiree
Health Benefit under § 1114;

b. CNA agrees to further support the termination and discontinuation of the
Retiree Health Benefit with respect to all current and former employees,
including any relief sought under or in accordance with § 1114; and

C. The Debtors will seek approval of a one-time payment to each Retiree equal
to the present value of each Retiree’s Retiree Health Benefit, in the amount
set forth on Exhibit 2.

9. As between CNA and the Debtors, to the extent there is any conflict between this
Agreement and the CBAs or the Modified CBAs, this Agreement shall control.

10.  Any dispute concerning the terms and interpretation of this Agreement shall be
resolved by the Bankruptcy Court.

11.  CNA agrees to support any Plan of the Debtors that does not contradict the material
terms of this Agreement.

US_Active\113177985\V-5
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12.  Terms of this Agreement shall be null and void in the event that 1) the Sale does not
close, or 2) the Sale closes for a purchase price that is materially less than the
contracted amount in the APA.

13.  The Parties reserve all rights and defenses provided to them under the Bankruptcy
Code except as otherwise stated herein.

14.  CNA hereby withdraws any outstanding information requests that relate to this
Agreement or the §§ 1113/1114 process.

15.  CNA agrees to support the prompt Closing of the Sale, including sending to
California AG as copy of the letter attached hereto as Exhibit 3.

16.  The effectiveness of this Agreement is subject to the approval of the Bankruptcy
Court. Approval of this Agreement will be sought by motion of the Debtors and
affirmatively supported by CNA.

17.  The terms of this Agreement supersede any prior agreement(s) between the Parties.

18  Any modification of this Agreement must be in writing and approved by both
Parties.

19 By executing below, each Party represents that it has the requisite authority to enter
into an implement all terms of this Agreement.

B 4

The Debtors

(0L
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Settlement Agreement

On this 19 day of September, 2019 (the ), and subject to approval
by of the uptcy Court (as de b rity
Cal a, Inc., Medical Center (in g us k
Center-Coastside), St. Vincent Medical C s M
affiliates in chapter 11 bankruptcy (collectively the ° .. and individually a
“ "), on the one hand, and IFPTE AFL-CIO CLC, Local 20 ( )
(collectively, the « ), on the other, and subject to the terms, conditions and approvals
set forth herein, agree to the following (the * ).

Recitals

WHEREAS, Local 20 and Seton Medical Center are parties to a certain Collective
Bargaining Agreement, effective May 1, 2017 - April 30, 2020 (the “CBA”™);

WHEREAS, on August 31, 2018 (the “ ), each of the Debtors filed a
petition for relief under Chapter 11 of the Bankruptcy Code (the “ ) in
the United States Bankruptcy Court for the Central District of California (the “

Court”), and since that date, all Debtors have been operating as debtors in possession;

WHEREAS, on January 17, 2019, the Debtors filed a Notice Of Motion For The
Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking
Horse Bidder and For Prospective Overbidders; (2) Approving Auction Sale Format,
B 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 (4)
Authorizing The Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum of Points and Authorities In Support Thereof [Docket No. 1279] (the
«“ "), which sought, among other things, to sell the assets
of St. Francis Medical Center, a California nonprofit public benefit corporation (“SFMC”),
St. Vincent Medical Center, a California nonprofit public benefit corporation (“SVMC”),
St. Vincent Dialysis Center, a California nonprofit public benefit corporation, (“SVDC”),
Seton Medical Center, a California nonprofit public benefit corporation, including Seton
Coast31de (“SMC,” and referred to collectively with SFMC, SVMC and SVDC as the
") under a Stalking Horse Asset Purchase Agreement (the “APA”)
between Verity Health Care System of California, Inc., a California nonprofit public
benefit corporation (“Verity”), Verity Holdings, LLC, a California limited liability
company, SFMC, SVMC, SVDC, and SMC (collectively, the “Sellers”) and Strategic
Global Management, Inc., a California Corporation (“SGM”);

US Active\113177963\v-1
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WHEREAS, on May 2, 2019, the Bankruptcy Court entered the Order (4)
Authorizing the Sale of Certain of the Debtors’ Assets to Strategic Global Management,
Inc. Free and Clear of Liens, Claims, Encumbrances, and Other Interests; (B) Approving
the Assumption and Assignment of an Unexpired Lease Related Thereto; and (C) Granting
Related Relief [Docket No. 2306];

WHEREAS, under the terms of the APA, SGM agreed to participate in union
negotiations related to any specific collective bargaining agreement;

WHEREAS, the Debtors have agreed to use commercially reasonable efforts to
initiate discussions with SGM and conduct discussions to renegotiate. each collective
bargaining agreement currently in effect with each applicable union. See APA § 5.11;

WHEREAS, SGM and the Debtors seek to effectuate the sale (the “Sale™) Closing

ein at term is n het tion by the
Ge of Califo “ 14, or as soon
thereafter as possible, consistent with the ter AP

WHEREAS, upon the Closing, the Debtors will no longer operate or employ anyone
at the Remaining Hospitals;

WHEREAS, Local 20 has filed a proof of claim (collectively, along with any and
all amendments, the (“POC”) in the Bankruptcy Cases, which has been designated as claim

number #5169;

WHEREAS, the Debtors have, in good faith, sought to facilitate the modifications
to the CBA desired by SGM and to otherwise consensually resolve issues and claims of
Local 20;

WHEREAS, on February 1, 2019, the Debtors sent to Local 20 a proposal under §§
1113/1114 to modify the CBA and to resolve’ other issues;

WHEREAS, on or about July 25, 2019, the Debtors presented Local 20 with an
amended §§ 1113/1114 proposal and, along with SGM, began the process of negotiating
changes to terms of the CBA acceptable to SGM and Local 20,

WHEREAS, beginning on July 25, 2019 and through the Settlement Date, the
Debtors, SGM, and Local 20 have met and negotiated on several occasions about
modifying the CBA and the Debtors and Local 20 have otherwise exchanged proposals to
resolve the other issues between the Parties; and

US Active\113177963\V-1
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WHEREAS, Debtors and Local 20 have tentatively agreed upon a Modified CBA
subject to ratification by the bargaining unit.

NOW THEREFORE, the Parties agree as follows:

Terms

1 Effective and conditioned upon the Closing, and ratification, the CBA shall be

modified in the form attached hereto as Exhibit 1 (the ) under §§
1113/1114 of the Bankruptcy Code (the ).
2 Effective and conditioned upon the Closing, the Debtors will assume and assign the
CBA (as modified under the Modified CBA) to SGM (the “
3).

3 Local 20 agrees to (a) accept i) the Modification, ii) the Assumption and
Assignment and iii) the terms of the foregoing (collectively, the
) (b) not to oppose, as lawtul and as commercially reasonable, motions or
plans filed by the Debtors in the Bankruptcy Cases, seeking approval of the Agreed
Outcome; provided, however, that nothing in this Agreement is intended to affect
A) Local 20 rights and remedies against SGM in connection with x) post-Closing
operations at SMC, including, but not limited to, interaction with the California AG,
and y) adequate assurance of future performance by SGM; and B) the Parties’ rights
to seek enforcement of the terms of this Agreement from the Bankruptcy Court.

4 Upon Closing, SGM will become solely responsible for performance of all post-
Closing obligations arising under the Modified CBA.

5 Upon Closing, the CBA (as modified under the Modified CBA) will be deemed to
be automatically assigned to SGM in full.

6. The Debtors: (a) will not have any liability or obligation to perform under the CBA
or Modified CBA with respect to post-Closing activity; (b) shall in no way be liable
for or otherwise responsible for any “cure” obligations independent of any Local 20
claims that may be expressly preserved under this Agreement; and (c¢) and shall in
no way be liable for or otherwise for any nonperformance or violation by SGM or
any of its affiliates arising at any time.

7 In further resolution, the following claims shall be allowed and receive the following
treatment:

a. PTO: Each employee who is not offered a job with SGM, including KPC
Global Medical Center of San Mateo County, LLC (“GMCSMC™), will be

3
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allowed in the Bankruptcy Cases a claim for unused and unpaid PTO
calculated under the “accrual method;” meaning PTO earned and yet unpaid
or used 1) on or after the Petition Date, will be granted administrative status,
2) between March 4, 2018 to the Petition Date, will be granted priority claim
status up to any remaining balance under § 507(a)(4) (up to a maximum of
$12,850 per employee) with any excess granted general unsecured claim
status and; 3) prior to March 4, 2018 ,will be given general unsecured claim
status. The administrative and priority claim portions of an allowed PTO
claim will be paid with the employee’ last paycheck (upon the Closing);

Severance: Each employee who is not offered employment with SGM,
including GMCSMC no later than the date of Closing, will be allowed a
claim for severance calculated under the “accrual method”—meaning
severance earned but not yet paid will be calculated on per diem basis from
the date of the employee’s retention by a Debtor to the earlier of the date of
their termination or the Closing—and treated as follows: 1) amounts earned
on and after Petition Date through the date of termination or the Closing
(whichever is earlier) will receive administrative status; 2) amounts earned
after March 4, 2018 and through the day prior to the Petition Date will receive
priority claim status up to any remaining balance under § 507(a)(4) (up to a
maximum of $12,850 per employee), with any excess granted general
unsecured claim status; and 3) amounts earned prior to March 4, 2018 will
receive general unsecured claim status, The administrative and priority claim
portions will be paid within 30 business days of the Effective Date of a
confirmed Bankruptcy Plan (as defined in such plan or confirmation order,
and referred to herein as the “ ), provided,
further, that payment of severance to an employee is contingent on that
employee executing a written general release in a form acceptable to Local
20 and the Debtors;

Grievance Claims: Any grievance claim of an employee being represented
by Local 20 that is not settled as of the Bankruptcy Plan Effective Date will
be treated in accordance with the Plan or otherwise in accordance with
bankruptcy law. The parties agree to work with GMCSMC in the event that
the remedy is or includes reinstatement of the employee after the Closing;

Educational Claims. Any allowed unpaid claim for reimbursement of
educational expenses of employee represented by Local 20 will be calculated
under the “accrual method,” meaning that such claim will be calculated on
per diem basis from the date of retention to the earlier of the date of
termination or the date of Closing and treated as follows: 1) amounts earned
on or after the Petition Date through the date of termination or the Closing
(whichever is earlier) earned will receive administrative status; 2) amounts

4
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earned after March 4, 2018 and through the day prior to the Petition Date will
be granted priority claim status up to any remaining balance under §
507(a)(4) (up to a maximum of $12,850 per employee), with any excess
granted general unsecured claim status; and 3) amounts earned prior to
March 4, 2018 will receive general unsecured claim status. The
administrative and priority claim portions will be paid within 30 business
days of Bankruptcy Plan Effective Date; and

€. All other prepetition claims, prepetition priority claims and administrative
expenses and claims arising from the Petition Date to the Settlement Date not
enumerated in subparagraphs a) through d) above are deemed waived;
provided further, 1) Local 20 does not waive the right to assert any unpaid
administrative expenses that arise from the Settlement Date to the Closing
and the Debtors maintain the right to oppose such administrative expenses;
2) the Debtors maintain the right to seek estimation from the Bankruptcy
Court of any claims and administrative expenses for voting or distribution
purposes and Local 20 maintains the right to oppose such estimation; and 3)
the Parties agree that the Bankruptcy Court retains jurisdiction to determine
the allowance, priority and treatment of all claims and administrative
expenses.

8 With respect to Retiree Health Benefits:

a. Subject to subparagraph (c), Local 20 agrees that the CBA shall be deemed
automatically modified to immediately terminate and discontinue the Retiree
Health Benefit under § 1114;

b. Local 20 agrees to further support the termination and discontinuation of the
Retiree Health Benefit with respect to all current and former employees,
including any relief sought under or in accordance with § 1114; and

c. The Debtors will seek approval of a one-time payment to each Retiree equal
to the present value of each Retiree’s Retiree Health Benefit, in the amount
set forth on Exhibit 2.

9 As between Local 20 and the Debtors, to the extent there is any conflict between
this Agreement and the CBA or the Modified CBA, this Agreement shall control.
However, the Modified CBA is subject to ratification vote by the bargaining unit
which shall be held on or before the end of September 2019.

10 Any dispute concerning the terms and interpretation of this Agreement shall be
resolved by the Bankruptcy Court.
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11.  Local 20 agrees to not oppose any Plan of the Debtors that does not contradict the
material terms of this Agreement.

12.  Terms of this Agreement shall be null and void in the event that 1) the Sale does not
close, or 2) the Sale closes for a purchase price that is materially less than the
contracted amount in the APA.

13.  The Parties reserve all rights and defenses provided to them under the Bankruptcy
Code except as otherwise stated herein.

14. Local 20 hereby withdraws any outstanding information requests that relate to this
Agreement or the §§ 1113/1114 process.

15.  Local 20 agrees to not oppose the prompt Closing of the Sale.

16.  The effectiveness of this Agreement is subject to the approval of the Bankruptcy
Court. Approval of this Agreement will be sought by motion of the Debtors and
affirmatively supported by Local 20.

17.  The terms of this Agreement supersede any prior agreement(s) between the Parties.

18.  Any modification of this Agreement must be in writing and approved by both
Parties.

19. By executing below, each Party represents that it has the requisite authority to enter
into an implement all terms of this Agreement.

Local 20

By:

The De

Wl
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Settlement Agreement

On this 16th day of September, 2019 (the ° "), and subject to
approval by order of the Bankruptcy Court (as defined below), Verity Health Care System
of California, Inc., Seton Medical Center (including the campus known as Seton Medical
Center-Coastside), St. Vincent Medical Center, St. Francis Medical Center and their
affiliates in chapter 11 bankruptcy (collectively the * ,7 and individually a
¢ ), on the one hand, and the National Union of Healthcare Workers (“NUHW™)
(collectively, the ¢ ), on the other, and subject to the terms, conditions and Is

set forth herein, agree to the following (the ¢ ):

Recitals

WHERFAS, NUHW and Seton Medical Center and Seton Medical Center-
Coastside are parties to a certain Collective Bargaining Agreement, effective November 1,
2016 to October 31, 2019 (the “CBA”);

WHEREAS, on August 31, 2018 (the * ), each of the Debtors filed a
petition for relief under Chapter 11 of the Bankruptcy Code (the “ ”) in
the United States Bankruptcy Court for the Central District of California (the “Bankruptcy
Court”), and since that date, all Debtors have been operating as debtors in possession;

WHEREAS, on January 17, 2019, the Debtors filed a Notice Of Motion For The
Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking
Horse Bidder and For Prospective Overbidders; (2) Approving Auction Sale Format,
B 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 (4)
Authorizing The Sale of Property Free and Clear of All Claims, Liens and Encumbrances,
Memorandum of Points and Authorities In Support Thereof [Docket No. 1279] (the
”), which sought, among other things, to sell the assets
of St. Francis Medical Center, a California nonprofit public benefit corporation (“SFMC">),
St. Vincent Medical Center, a California nonprofit public benefit corporation (“SVMC”),
St. Vincent Dialysis Center, a California nonprofit public benefit corporation, (“SVDC™),
Seton Medical Center, a California nonprofit public benefit corporation, including Seton
Coast51de (“SMC,” and referred to collectively with SFMC, SVMC and SVDC as the
”) under a Stalking Horse Asset Purchase Agreement (the “APA”)
between Verity Health Care System of California, Inc., a California nonprofit public
benefit corporation (“Verity”), Verity Holdings, LLC, a California limited liability
company, SFMC, SVMC, SVDC, and SMC (collectively, the “ ’) and Strategic
Global Management, Inc., a California Corporation (“SGM™);

1
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WHEREAS, on May 2, 2019, the Bankruptcy Court entered the Order (4)
Authorizing the Sale of Certain of the Debtors’ Assets to Strategic Global Management,
Inc. Free and Clear of Liens, Claims, Encumbrances, and Other Interests; (B) Approving

the Assumption and Assignment of an Unexpired Lease Related Thereto; and (C) Granting
Related Relief [Docket No. 2306];

WHEREAS, under the terms of the APA, SGM agreed to participate in union
negotiations related to any specific collective bargaining agreement;

WHEREAS, the Debtors have agreed to use commercially reasonable efforts to
initiate discussions with SGM and conduct discussions to renegotiate each collective
bargaining agreement currently in effect with each applicable union. See APA § 5.11;

WHEREAS, SGM and the Debtors seek to effectuate the sale (the “Sale”) Closing
(used herein as that term is defined in the APA) after the review of the transaction by the
Attorney General of California (the ¢ ), by October 14, 2019, or as soon
thereafter as possible, consistent with the terms and conditions of the APA,;

WHEREAS, upon the Closing, the Debtors will no longer operate or employ anyone
at the Remaining Hospitals;

WHEREAS, NUHW has filed no proofs of claim in the Bankruptcy Cases;

WHEREAS, the Debtors have, in good faith, sought to facilitate the modifications
to the CBA desired by SGM and to otherwise consensually resolve issues and claims of
NUHW;

WHEREAS, on February 1, 2019, the Debtors sent to NUHW a proposal under §§
1113/1114 to modify the CBA and to resolve other issues;

WHEREAS, on or about July 25, 2019, the Debtors presented NUHW with an
amended §§ 1113/1114 proposal and, along with SGM, began the process of negotiating
changes to terms of the CBA acceptable to SGM and NUHW; and

WHEREAS, beginning on July 25, 2019 and through the Settlement Date, the
Debtors, SGM, and NUHW have met and negotiated on several occasions about modifying
the CBA and the Debtors and NUHW have otherwise exchanged proposals to resolve the
other issues between the Parties.

NOW THEREFORE, the Parties agree as follows:
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Terms

1 Effective and conditioned upon the Closing, the CBA shall be modified in the form
attached hereto as Exhibit 1 (the ° ) under §§ 1113/1114 of the
Bankruptcy Code (the “ .

2. Effective and conditioned upon the Closing, the Debtors will assume and assign the
CBA (as modified under the Modified CBA) to SGM (the °

”)'

3 NUHW agrees to (a) accept i) the Modification, ii) the Assumption and Assignment
and iii) the terms of the foregoing (collectively, the ’) (b) not to
oppose, as lawful and as commercially reasonable, motions or plans filed by the
Debtors in the Bankruptcy Cases, secking approval of the Agreed Outcome;
provided, however, that nothing in this Agreement is intended to affect A) NUHW
rights and remedies against SGM in connection with x) post-Closing operations at
SMC, including, but not limited to, interaction with the California AG, and y)
adequate assurance of future performance by SGM; and B) the Parties’ rights to
seek enforcement of the terms of this Agreement from the Bankruptcy Court.

4. Upon Closing, SGM will become solely responsible for performance of all post-
Closing obligatiens arising under the Modified CBA.

5. Upon Closing, the CBA (as modified under the Modified CBA) will be deemed to
+ be automatically assigned to SGM in full.

6 The Debtors: (a) will not have any liability or obligation to perform under the CBA
or Modified CBA with respect to post-Closing activity; (b) shall in no way be liable
for or otherwise responsible for any “cure” obligations independent of any NUHW
claims that may be expressly preserved under this Agreement; and (c) and shall in
no way be liable for or otherwise for any nonperformance or violation by SGM or
any of its affiliates arising at any time.

7 In further resolution, the following claims shall be allowed and receive the following
treatment:

a. PTO: each employee who is not offered a job with SGM, including KPC
Global Medical Center of San Mateo County, LLC (“GMCSMC™), will be
allowed in the Bankruptcy Cases a claim for unused and unpaid PTO
calculated under the “accrual method;” meaning PTO earned and yet unpaid
or used 1) on or after the Petition Date, will be granted administrative status,
2) between March 4, 2018 to the Petition Date, will be granted priority claim
status up to any remaining balance under § 507(a)(4) (up to a maximum of

3
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$12,850 per employee) with any excess granted general unsecured claim
status and; 3) prior to March 4, 2018,will be given general unsecured claim
status. The administrative and priority claim portions of an allowed PTO
claim will be paid with the employee’ last paycheck (upon the Closing);

b Severance: each employee who is not offered employment by KPC,
including GMCSMC no later than the date of Closing, will be allowed a
claim for severance calculated under the ‘“accrual method”—meaning
severance earned but not yet paid will be calculated on per diem basis from
the date of the employee’s retention by a Debtor to the earlier of the date of
their termination or the Closing—and treated as follows: 1) amounts earned
on and after Petition Date through the date of termination or the Closing
(whichever is earlier) will receive administrative status; 2) amounts earned
after March 4, 2018 and through the day prior to the Petition Date will receive
priority claim status up to any remaining balance under § 507(a)(4) (up to a
maximum of $12,850 per employee), with any excess granted general
unsecured claim status; and 3) amounts earned prior to March 4, 2018 will
receive general unsecured claim status. The administrative and priority claim
portions will be paid within 30 business days of the Effective Date of a
confirmed Bankruptcy Plan (as defined in such plan or confirmation order,
and referred to herein as the ¢ ), provided,
further, that payment of severance to an employee is contingent on that
employee executing a written general release in a form acceptable to NUHW
and the Debtors;

c Grievance Claims: Any grievance claim of an employee being represented
by NUHW that is not settled as of the Bankruptcy Plan Effective Date will
be treated in accordance with the Plan or otherwise in accordance with
bankruptcy law. The parties agree to work with GMCSMC in the event that
the remedy is or includes reinstatement of the employee after the Closing;

d. Educational Claims. Any allowed unpaid claim for reimbursement of
educational expenses of employee represented by NUHW will be calculated
under the “accrual method,” meaning that such claim will be calculated on
per diem basis from the date of retention to the earlier of the date of
termination or the date of Closing and treated as follows: 1) amounts earned
on or after the Petition Date through the date of termination or the Closing
(whichever is earlier) earned will receive administrative status; 2) amounts
earned after March 4, 2018 and through the day prior to the Petition Date will
be granted priority claim status up to any remaining balance under §
507(a)(4) (up to a maximum of $12,850 per employee), with any excess

4
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granted general unsecured claim status; and 3) amounts earned prior to
March 4, 2018 will receive general unsecured claim status. The
administrative and priority claim portions will be paid within 30 business
days of Bankruptcy Plan Effective Date; and

e. All other prepetition claims, prepetition priority claims and administrative
expenses and claims arising from the Petition Date to the Settlement Date not
enumerated in subparagraphs a) through d) above are deemed waived;
provided further, 1) NUHW does not waive the right to assert any unpaid
administrative expenses that arise from the Settlement Date to the Closing
and the Debtors maintain the right to oppose such administrative expenses;
2) the Debtors maintain the right to seek estimation from the Bankruptcy
Court of any claims and administrative expenses for voting or distribution
purposes and NUHW maintains the right to oppose such estimation; and 3)
the Parties agree that the Bankruptcy Court retains jurisdiction to determine
the allowance, priority and treatment of all claims and administrative
expenses.

8 With respect to Retiree Health Benefits:

a. Subject to subparagraph (c), NUHW agrees that the CBA shall be deemed
automatically modified to immediately terminate and discontinue the Retiree
Health Benefit under § 1114;

b NUHW agrees to further support the termination and discontinuation of the
Retiree Health Benefit with respect to all current and former employees,
including any relief sought under or in accordance with § 1114; and

c. The Debtors will seek approval of a one-time payment to each Retiree equal
to the present value of each Retiree’s Retiree Health Benefit, in the amount
set forth on Exhibit 2.

9 As bétween NUHW and the Debtors, to the extent there is any conflict between this
Agreement and the CBA or the Modified CBA, this Agreement shall control.

10  Any dispute concerning the terms and interpretation of this Agreement shall be
resolved by the Bankruptcy Court.

11 NUHW agrees to not oppose any Plan of the Debtors that does not contradict the
material terms of this Agreement.

US_Active\113178089\V-1
113178089\V-3



C&8s8 2128rB905ER DReGRERY | dHitiGAIGIIEY FErigs SBOHRED |IRs8g1
MaigxdisiihenPagePapef7122f 12

12.  Terms of this Agreement shall be null and void in the event that 1) the Sale does not
close, or 2) the Sale closes for a purchase price that is materially less than the
contracted amount in the APA.

13 The Parties reserve all rights and defenses provided to them under the Bankruptcy
Code except as otherwise stated herein.

14. NUHW hereby withdraws any outstanding information requests that relate to this
Agreement or the §§ 1113/1114 process.

15. NUHW agrees to not oppose the prompt Closing of the Sale.

16.  The effectiveness of this Agreement is subject to the approval of the Bankruptcy
Court. Approval of this Agreement will be sought by motion of the Debtors and
affirmatively supported by NUHW.

17.  The terms of this Agreement supersede any prior agreement(s) between the Parties.

18.  Any modification of this Agreement must be in writing and approved by both
Parties.

19. By executing below, each Party represents that it has the requisite authority to enter
into an implement all terms of this Agreement.

NUHW

The Debtors

By: U’QL
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Settlement Agreement

On this 17th day of September, 2019 (the “Settlement Date”), and subject to
approval by order of the Bankruptcy Court (as defined below), Verity Health Care
System of California, Inc., Seton Medical Center (including the campus known as Seton
Medical Center-Coastside), St. Vincent Medical Center, St. Francis Medical Center and
their affiliates in chapter 11 bankruptcy (collectively the “Debtors,” and individually a
“Debtor”), on the one hand, and the Service Employees International Union - United
Healthcare Workers West (“SEIU-UHW”) (collectively, the “Parties™), on the other, and
subject to the terms, conditions and approvals set forth herein, agree to the following (the

“Agreement”):
Recitals

WHEREAS, on August 31, 2018 (the ), each of the Debtors filed a
petition for relief under Chapter 11 of the Bankruptcy Code (the “Bankruptcy Cases™) in
the United States Bankruptcy Court for the Central District of California (the
“Bankruptcy Court™), and since that date, all Debtors have been operating as debtors in
possession;

WHEREAS, the Debtors previously obtained a final order modifying the CBA to
reject the terms of the CBA covering O’Connor Hospital and St. Louise Regional
Hospital upon closing of the sale [Docket No. 1153] of these assets to Santa Clara County
(the “SCC Closing”) in the SCC CBA Order;

WHEREAS, SEIU-UHW and St. Francis Medical Center and St. Vincent Medical
Center currently are parties to a Collective Bargaining Agreement effective November 1,
2018 - October 31, 2021 (the “CBA”), which was modified by the Order Granting
Debtors’ Motion Under § 1113 Of The Bankruptcy Code To Modify, Reject And
Terminate The Terms Of Service Employee International Union-United Healthcare
Workers-West's Collective Bargaining Agreements With Certain Debtors Upon The
Closing Of The Sale Of Hospitals To Santa Clara County [Docket No. 1577] that, inter
alia, removed O’Connor Hospital and Saint Louise Regional Hospital as parties thereto
(the “SCC CBA Order”);

WHEREAS, on January 17, 2019, the Debtors filed a Notice Of Motion For The
Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking
Horse Bidder and For Prospective Overbidders; (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.

1
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1279] (the ¢ ), which sought, among other things, to
sell the assets of St. Francis Medical Center, a California nonprofit public benefit
corporation (“SFMC”), St. Vincent Medical Center, a California nonprofit public benefit
corporation (“SVMC”), St. Vincent Dialysis Center, a California nonprofit public benefit
corporation, (“SVDC”), Seton Medical Center, a California nonprofit public benefit
corporation, including Seton Coastside (“SMC,” and referred to collectively with SFMC,
SVMC and SVDC as the ¢ ) under a Stalking Horse Asset Purchase
Agreement (the “APA”) between Verity Health Care System of California, Inc., a
California nonprofit public benefit corporation (“Verity”), Verity Holdings, LLC, a
California limited liability company, SFMC, SVMC, SVDC, and SMC (collectively, the
“Sellers”) and Strategic Global Management, Inc., a California Corporation (“SGM”);

WHEREAS, on May 2, 2019, the Bankruptcy Court entered the Order (4)
Authorizing the Sale of Certain of the Debtors’ Assets to Strategic Global Management,
Inc. Free and Clear of Liens, Claims, Encumbrances, and Other Interests; (B) Approving
the Assumption and Assignment of an Unexpired Lease Related Thereto;, and (C)
Granting Related Relief [Docket No. 2306];

WHEREAS, under the terms of the APA, SGM agreed to participate in union
negotiations related to any specific collective bargaining agreement;

WHEREAS, the Debtors have agreed to use commercially reasonable efforts to
initiate discussions with SGM and conduct discussions to renegotiate each collective
bargaining agreement currently in effect with each applicable union. See APA § 5.11;

WHEREAS, SGM and the Debtors seek to effectuate the sale (the “Sale”) Closing
(used herein as that term is defined in the APA) after the review of the transaction by the
Attorney General of California (the “California AG”), by October 14, 2019, or as soon
thereafter as possible, consistent with the terms and conditions of the APA,;

WHEREAS, upon the Closing, the Debtors will no longer operate or employ
anyone at the Remaining Hospitals;

WHEREAS, SEIU-UHW has filed proofs of claim (collectively, along with any
and all amendments, the “POCs”) in the Bankruptcy Cases against the Debtors, which
have been designated with the following claims numbers: #4725, #5160, #6186 and
#6221 (Verity Medical Foundation), #4723 and #5117 (Verity Health System of
California, Inc.), #4722 and #5140 (St. Vincent Medical Center), #4719 and #5137 (St.
Louise Regional Hospital), #4726 and #5150 (St. Francis Medical Center), #5158 and
#4718 (O’Connor Hospital);
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WHEREAS, the Debtors have, in good faith, sought to facilitate the modifications
to the CBA desired by SGM and to otherwise consensually resolve issues and claims of
SEIU-UHW;

WHEREAS, on February 1, 2019, the Debtors sent to SEIU-UHW a proposal
under § 1113 to modify the CBA and to resolve other issues;

WHEREAS, on or about July 25, 2019, the Debtors presented SEIU-UHW with an
amended § 1113 proposal and, along with SGM, began the process of negotiating
changes to terms of the CBA acceptable to SGM and SEIU-UHW; and

WHEREAS, beginning on July 25, 2019 and through the Settlement Date, the
Debtors, SGM, and SEIU-UHW have met and negotiated on several occasions about
modifying the CBA and the Debtors and SEIU-UHW have otherwise exchanged
proposals to resolve the other issues between the Parties.

NOW THEREFORE, the Parties agree as follows:
Terms

1. Effective and conditioned upon the Closing, the CBA shall be modified in the
form attached hereto as Exhibit 1 (the ° ) under § 1113 of the
Bankruptcy Code (the “Modification”).

2 Effective and conditioned upon the Closing, the Debtors will assume and assign
the CBA (as modified under the Modified CBA) to SGM (the “Assumption and

Assignment”).

3 SEIU-UHW agrees to (a) accept i) the Modification, ii) the Assumption and
Assignment and iii) the terms of the foregoing (collectively, the “Agreed
Qutcome™) (b) support, as lawful and as commercially reasonable, motions or
plans filed by the Debtors in the Bankruptcy Cases, seeking approval of the
Agreed Outcome; provided, however, that nothing in this Agreement is intended
to affect A) SEIU-UHW rights and remedies against SGM in connection with x)
post-Closing operations at SFMC and SVMC, including, but not limited to,
interaction with the California AG, and y) adequate assurance of future
performance by SGM; and B) the Parties’ rights to seek enforcement of the terms
of this Agreement from the Bankruptcy Court.

4. Upon Closing, SGM will become solely responsible for performance of all post-
Closing obligations arising under the Modified CBA.
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5. Upon Closing, the CBA (as modified under the Modified CBA) will be deemed to
be automatically assigned to SGM in full.

6. The Debtors: (a) will not have any liability or obligation to perform under the
CBA or Modified CBA with respect to post-Closing activity; (b) shall in no way
be liable for or otherwise responsible for any “cure” obligations independent of
any SEIU-UHW claims that may be expressly preserved under this Agreement;
and (c) and shall in no way be liable for or otherwise for any nonperformance or
violation by SGM or any of its affiliates arising at any time.

7 In further resolution, the following claims shall be allowed and receive the
following treatment:

a. PTO: each employee who is not offered a job with SGM, including Global
Medical Center of Downtown Los Angeles, LLC (“GMCDLA”) or Global
Medical Center of South Los Angeles County, LLC (“GMCSLA”), will be
allowed in the Bankruptcy Cases a claim for unused and unpaid PTO
calculated under the *“accrual method;” meaning PTO earned and yet
unpaid or used 1) on or after the Petiion Date, will be granted
administrative status, 2) between March 4, 2018 to the Petition Date, will
be granted priority claim status up to any remaining balance under §
507(a)(4) (up to a maximum of $12,850 per employee) with any excess
granted general unsecured claim status and; 3) prior to March 4, 2018 ,will
be given general unsecured claim status. PTO replacement for cancelled
hours, required as part of the Full-Guarantee Article 11, shall go back into
the PTO bank as of the date used to replace cancellation. The
administrative and priority claim portions of an allowed PTO claim will be
paid with the employee’ last paycheck (upon the Closing);

b. Severance:

i) each employee who is not offered employment by SGM, including
GMCDLA or GMCSLA, no later than the date of Closing, will be allowed
a claim for severance calculated under the “accrual method”—meaning
severance earned but not yet paid will be calculated on per diem basis from
the date of the employee’s retention by a Debtor to the earlier of the date of
their termination or the Closing—and treated as follows: 1) amounts earned
on and after Petition Date through the date of termination or the Closing
(whichever is earlier) will receive administrative status; 2) amounts earned
after March 4, 2018 and through the day prior to the Petition Date will
receive priority claim status up to any remaining balance under § 507(a)(4)
(up to a maximum of $12,850 per employee), with any excess granted

4
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general unsecured claim status; and 3) amounts earned prior to March 4,
2018 will receive general unsecured claim status. The administrative and
priority claim portions will be paid within 30 business days of the Effective
Date of a confirmed Bankruptcy Plan (as defined in such plan or
confirmation order, and referred to herein as the “Bankruptcy Plan

), provided, further, that payment of severance to an
employee is contingent on that employee executing a written general
release in a form acceptable to SEIU-UHW and the Debtors;

il) notwithstanding anything to the contrary contained in or caused by the
SCC CBA Order, each employee who was not offered employment by SCC
by the SCC Closing, will be allowed a claim for severance calculated under
the “accrual method”—meaning severance earned but not yet paid will be
calculated on per diem basis from the date of the employee’s retention by a
Debtor to the earlier of the date of their termination or the SCC Closing—
and treated as follows: 1) amounts earned on and after Petition Date
through the date of termination or the SCC Closing (whichever is earlier)
will receive administrative status; 2) amounts earned after March 4, 2018
and through the day prior to the Petition Date will receive priority claim
status up to any remaining balance under § 507(a)(4) (up to a maximum of
$12,850 per employee), with any excess granted general unsecured claim
status; and 3) amounts earned prior to March 4, 2018 will receive general
unsecured claim status. The administrative and priority claim portions will
be paid within 30 business days of the Bankruptcy Plan Effective Date,
provided, further, that payment of severance to an employee is contingent
on that employee executing a written general release in a form acceptable to
SEIU-UHW and the Debtors;

c. Grievance Claims: Any grievance claim of an employee or group of
employees being represented by SEIU-UHW that is not settled as of the
Bankruptcy Plan Effective Date will be treated in accordance with the Plan
or otherwise in accordance with bankruptcy law;

d. Dmitry Zudzianau is owed a total of $27,156.99 for previously-issued and
uncashed checks for work performed during the period of March 4, 2018 to
the Petition Date. Any amount remaining under the §507(a)(4) claim
priority cap of $12,850 for Dmitry Zudzianau will be granted priority claim
status with the balance granted general unsecured claim status. These
claims will be treated in the same manner as severance claims in paragraph
7(b) above; and
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€. All other prepetition claims, prepetition priority claims and administrative
expenses and claims arising from the Petition Date to the Settlement Date
not enumerated in subparagraphs a) through d) above are deemed waived;
provided further, 1) SEIU-UHW does not waive the right to assert any
unpaid administrative expenses that arise from the Settlement Date to the
Closing and the Debtors maintain the right to oppose such administrative
expenses; 2) the Debtors maintain the right to seek estimation from the
Bankruptcy Court of any claims and administrative expenses for voting or
distribution purposes and SEIU-UHW maintains the right to oppose such
estimation; and 3) the Parties agree that the Bankruptcy Court retains
jurisdiction to determine the allowance, priority and treatment of all claims
and administrative expenses.

8 As between SEIU-UHW and the Debtors, to the extent there is any conflict
between this Agreement and the CBA or the Modified CBA, this Agreement shall
control.

9. Any dispute concerning the terms and interpretation of this Agreement shall be
resolved by the Bankruptcy Court.

10.  SEIU-UHW agrees to support any provision of the Plan of the Debtors that deals
with the material terms of this Agreement and does not contradict this Agreement.

11.  Terms of this Agreement shall be null and void in the event that 1) the Sale does
not close, or 2) the Sale closes for a purchase price that is materially less than the
contracted amount in the APA.

12.  The Parties reserve all rights and defenses provided to them under the Bankruptcy
Code except as otherwise stated herein.

13.  SEIU-UHW hereby withdraws any outstanding information requests that relate to
this Agreement or the § 1113 process.

14.  SEIU-UHW agrees to support the prompt Closing of the Sale, including sending to
the California AG a copy of the attached hereto as Exhibit 2.

15.  The effectiveness of this Agreement is subject to the approval of the Bankruptcy
Court. Approval of this Agreement will be sought by motion of the Debtors and
affirmatively supported by SEIU-UHW.

16. The terms of this Agreement supersede any prior agreement(s) between the
Parties.
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17. Any modification of this Agreement must be in writing and approved by both
Parties.

18. By executing below, each Party represents that it has the requisite authority to
enter into an implement all terms of this Agreement.

SEIU-UHW

P R~

The Debtors

By:

US_Active\113178844\V-6
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Settlement Agreement

On this 19th day of September, 2019 (the “ ’), and subject to
approval by order of the Bankruptcy Court (as defined below), Verity Health Care System
of California, Inc., Seton Medical Center (including the campus known as Seton Medical
Center-Coastside), St. Vincent Medical Center, St. Francis Medical Center and their
affiliates in chapter 11 bankruptcy (collectively the “Debtors,” and individually a
“Debtor’), on the one hand, and St. Francis Registered Nurses Association, United Nurses
Associations of California/Union of Health Care Professionals, NUHHCE AFSCME AFL-
CIO (collectively “UNAC”), (collectively, the “Parties™), on the other, and subject to the
terms, conditions and approvals set forth herein, agree to the following (the “Agreement”™):

Recitals

WHEREAS, UNAC and one or more of the Debtors are parties to a certain Labor
Management Collective Bargaining Agreement effective from December 29, 2017 to
December 29, 2021 (the “CBA”);

WHEREAS, on August 31, 2018 (the * "), each of the Debtors filed a
petition for relief under Chapter 11 of the Bankruptcy Code (the “Bankruptcy Cases™) in
the United States Bankruptcy Court for the Central District of California (the “Bankruptcy
Court™), and since that date, all Debtors have been operating as debtors in possession;

WHEREAS, on January 17, 2019, the Debtors filed a Notice Of Motion For The
Entry of (I) An Order (1) Approving Form of Asset Purchase Agreement For Stalking
Horse Bidder and For Prospective Overbidders; (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 (4)
Authorizing The Sale of Property Free and Clear of All Claims, Liens and Encumbrances;
Memorandum of Points and Authorities In Support Thereof [Docket No. 1279] (the
s ), which sought, among other things, to sell the assets
of St. Francis Medical Center, a California nonprofit public benefit corporation (“SFMC”),
St. Vincent Medical Center, a California nonprofit public benefit corporation (“SVMC”),
St. Vincent Dialysis Center, a California nonprofit public benefit corporation, (“SVDC”),
Seton Medical Center, a California nonprofit public benefit corporation, including Seton
Coast31de (“SMC,” and referred to collectively with SFMC, SVMC and SVDC as the
) under a Stalking Horse Asset Purchase Agreement (the “APA”)
between Verity Hcalth Care System of California, Inc., a California nonprofit public
benefit corporation (“Verity”), Verity Holdings, LLC, a California limited liability
company, SFMC, SVMC, SVDC, and SMC (collectively, the “Sellers”) and Strategic
Global Management, Inc., a California Corporation (along with all affiliates, “SGM™);
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WHEREAS, on May 2, 2019, the Bankrupicy Court entered the Order (4)
Authorizing the Sale of Certain of the Debtors’ Assets to Strategic Global Management,
Inc. Free and Clear of Liens, Claims, Encumbrances, and Other Interests; (B) Approving
the Assumption and Assignment of an Unexpired Lease Related Thereto; and (C) Granting
Related Relief [Docket No. 2306];

WHEREAS, under the terms of the APA, SGM agreed to participate in union
negotiations related to any specific collective bargaining agreement;

WHEREAS, the Debtors have agreed to use commercially reasonable efforts to
initiate discussions with SGM and conduct discussions to renegotiate each collective
bargaining agreement currently in effect with each applicable union. See APA § 5.11;

WHEREAS, SGM and the Debtors seek to effectuate the sale (the “Sale”) Closing
(used herein as that term is defined in the APA) after the review of the transaction by the
Attorney General of California (the “California AG”), by October 14, 2019, or as soon
thereafter as possible, consistent with the terms and conditions of the APA;

WHEREAS, upon the Closing, the Debtors will no longer operate or employ anyone
at the Remaining Hospitals;

WHEREAS, UNAC has filed proofs of claim (collectively, along with any and all
amendments, the “POCs”) in the Bankruptcy Cases against the Debtors, which have been
designated with the following claims numbers: #5911 (Verity Business Services), #5912
(Verity Medical Foundation), #5913 (Verity Health System of California, Inc.), #5915 (St.
Vincent Foundation), #5917 (De Paul Ventures, LLC), #5918 (O'Connor Hospital), #5920
(Verity Holdings, LLC), #5925 (O'Connor Hospital Foundation), #5926 (Seton Medical
Center Foundation), #5927 (Saint Louise Regional Hospital Foundation), #5928 (St.
Francis Medical Center), #5931 (St. Francis Medical Center of Lynwood Foundation),
#5932 (De Paul Ventures - San Jose Dialysis, LLC), #5933 (St. Vincent Medical Center),
#5934 (Seton Medical Center), and #5936 (St. Louise Regional Hospital);

WHEREAS, the Debtors have, in good faith, sought to facilitate the modifications
to the CBA desired by SGM and to otherwise consensually resolve issues and claims of
UNAC;

WHEREAS, on February 1, 2019, the Debtors sent to UNAC a document that the
Debtors aver constitutes a proposal under §1113 to modify the CBA and to resolves other
issues; UNAC, however, disputes the proposal constitutes a proper § 1113 proposal;

WHEREAS, on or about July 25, 2019, the Debtors presented UNAC witha § 1113
proposal which the Debtors aver constituted an amendment to the §1113 proposal it
delivered on February 1, 2019 and UNAC avers constitutes the first § 1113 proposal and,
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along with SGM, began the process of negotiating changes to terms of the CBA acceptable
to SGM and UNAC,; and

WHEREAS, beginning on July 25, 2019 and through the Settlement Date, the
Debtors, SGM, and UNAC have met and negotiated on several occasions about modifying
the CBA and the Debtors and UNAC have otherwise exchanged proposals to resolve the
other issues between the Parties.

NOW THEREFORE, the Parties agree as follows:

Terms

1 Effective and conditioned upon the Closing, the CBA shall be modified in the form
attached hereto as Exhibit 1 (the “Modified CBA”) under § 1113 of the Bankruptcy
Code (the “ .

2. Effective and conditioned upon the Closing, the Debtors will assume and assign the
CBA (as modified under the Modified CBA) to SGM (the “Assumption and

Assignment”).

3 UNAC agrees to (a) accept i) the Modification, ii) the Assumption and Assignment
and iii) the terms of the foregoing (collectively, the “ ); (b) not to
oppose, as commercially reasonable, motions or plans filed by the Debtors in the
Bankruptcy Cases, seeking approval of the Agreed Outcome; provided, however,
that nothing in this Agreement is intended to affect A) UNAC rights and remedies
against SGM in connection with x) post-Closing operations at SFMC, including, but
not limited to, interaction with the California AG, and y) adequate assurance of
future performance by SGM; and B) the Parties’ rights to seek enforcement of the
terms of this Agreement from the Bankruptcy Court.

4 Upon Closing, SGM will become solely responsible for performance of all post-
Closing obligations arising under the Modified CBA.

5 Upon Closing, the CBA (as modified under the Modified CBA) will be deemed to
be automatically assigned to SGM in full.

6. The Debtors: (a) will not have any liability or obligation to perform under the CBA
or Modified CBA with respect to post-Closing activity; (b) shall in no way be liable
for or otherwise responsible for any “cure” obligations independent of any UNAC
claims that may be expressly preserved under this Agreement; and (c) and shall in
no way be liable for or otherwise for any nonperformance or violation by SGM or
any of its affiliates arising at any time.
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7 In further resolution, the following claims shall be allowed and receive the following
treatment:

a. PTO: each employee who is not offered a job with KPC Global Medical Center
of South Los Angeles, LLC (“GMCSLA”) will be allowed in the Bankruptcy Cases
a claim for unused and unpaid PTO calculated under the “accrual method;” meaning
PTO earned and yet unpaid or used 1) on or after the Petition Date, will be granted
administrative status, 2) between March 4, 2018 to the Petition Date, will be granted
priority claim status up to any remaining balance under § 507(a)(4) (up to a
maximum of $12,850 per employee) with any excess granted general unsecured
claim status and; 3) prior to March 4, 2018 ,will be given general unsecured claim
status. The administrative and priority claim portions of an allowed PTO claim will
be paid with the employee’ last paycheck (upon the Closing);

b. Severance: each employee who is not offered employment by GMCSLA no later
than the date of Closing, will be allowed a claim for severance calculated under the
“accrual method”—meaning severance earned but not yet paid will be calculated on
per diem basis from the date of the employee’s retention by a Debtor to the earlier
of the date of their termination or the Closing—and treated as follows: 1) amounts
earned on and after Petition Date through the date of termination or the Closing
(whichever is earlier) will receive administrative status; 2) amounts earned after
March 4, 2018 and through the day prior to the Petition Date will receive priority
claim status up to any remaining balance under § 507(a)(4) (up to a maximum of
$12,850 per employee), with any excess granted general unsecured claim status; and
3) amounts earned prior to March 4, 2018 will receive general unsecured claim
status. The administrative <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>