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Henry C. Kevane (CA Bar No. 125757) 
Shirley S. Cho (CA Bar No. 192616) 
Steven J. Kahn (CA Bar No. 76933) 
PACHULSKI STANG ZIEHL & JONES LLP 
150 California Street, 15th Floor 
San Francisco, CA  94111 
Telephone: 415/263-7000 / Facsimile: 415/263-7010 
E-mail: hkevane@pszjlaw.com 
 scho@pszjlaw.com 
 
Samuel R. Maizel (CA Bar No. 189301) 
Tania M. Moyron (CA Bar No. 235736) 
DENTONS US LLP 
601 South Figueroa Street, Suite 2500 
Los Angeles, California 90017-5704 
Telephone: 213/623-9300 / Facsimile: 213/623-9924 
Email: samuel.maizel@dentons.com 
 tania.moyron@dentons.com 
 
Attorneys for Debtors and Debtors in Possession 

UNITED STATES BANKRUPTCY COURT 
CENTRAL DISTRICT OF CALIFORNIA 

LOS ANGELES DIVISION 

In re 

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

           Debtors and Debtors in Possession. 

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 

STIPULATION AMONG DEBTORS, 
CREDITORS’ COMMITTEE AND AETNA 
LIFE INSURANCE COMPANY FOR 
RESOLUTION OF PLAN OBJECTION 

[RELATED TO DOCKET NOS. 4993, 4997] 

Hearing Date/Time 
Date: August 12, 2020 
Time:  10:00 a.m. (Pacific Time) 
Place:  Courtroom 1568, 255 E. Temple Street 
 Los Angeles, CA 90012 

 Affects All Debtors 
 
 Affects Verity Health System of California, Inc. 
 Affects O’Connor Hospital 
 Affects Saint Louise Regional Hospital 
 Affects St. Francis Medical Center 
 Affects St. Vincent Medical Center 
 Affects Seton Medical Center 
 Affects O’Connor Hospital Foundation 
 Affects Saint Louise Regional Hospital 

Foundation 
 Affects St. Francis Medical Center of Lynwood 

Foundation 
 Affects St. Vincent Foundation 
 Affects St. Vincent Dialysis Center, Inc. 
 Affects Seton Medical Center Foundation 
 Affects Verity Business Services 
 Affects Verity Medical Foundation 
 Affects Verity Holdings, LLC 
 Affects De Paul Ventures, LLC 
 Affects De Paul Ventures - San Jose ASC, LLC 
 
     Debtors and Debtors In Possession. 
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This Stipulation is made and entered into, as of the latest date reflected in each Party’s 

(defined below) signature block below, by and among the chapter 11 debtors and debtors in 

possession (collectively, the “Debtors”), in the above-captioned jointly-administered Chapter 11 

cases, Case No. 2:18-bk-20151-ER (the “Chapter 11 Cases”), the Official Committee of Unsecured 

Creditors (the “Committee”), and Aetna Life Insurance Company for itself and its affiliated entities 

(collectively, “Aetna”),1 with reference to the following facts and recitals.  The Debtors, the 

Committee and Aetna are referred to collectively herein as the “Parties,” and individually as a 

“Party.”   

RECITALS 

1. On August 31, 2018 (the “Petition Date”), each of the Debtors filed a voluntary 

petition for relief under chapter 11 of title 11 of the United States Code, 11 U.S.C. §§ 101, et seq., as 

amended (the “Bankruptcy Code”).   

2. On September 17, 2018, the Office of the United States Trustee appointed the 

Committee in the Chapter 11 Cases [Docket No. 197.] 

3. On July 2, 2020, the Debtors filed the Second Amended Joint Chapter 11 Plan of 

Liquidation (Dated July 2, 2020) of the Debtors, the Prepetition Secured Creditors, and the 

Committee [Docket No. 4993] (the “Plan”).2  The Plan has been approved for dissemination to 

creditors pursuant to the Order Granting Joint Motion for an Order Approving: (I) Proposed 

Disclosure Statement; (II) Solicitation and Voting Procedures; (III) Notice and Objection 

Procedures for Confirmation of Amended Joint Plan; (IV) Setting Administrative Claims Bar Date 

and (V) Granting Related Relief, entered by the Bankruptcy Court on July 2, 2020 [Docket No. 

4997] (the “Disclosure Statement Order”).  A hearing to consider confirmation of the Plan is 

scheduled for August 12, 2020, at 10:00 a.m. PDT (the “Confirmation Hearing”). 

4. Verity Holdings, LLC (“Holdings”), and Aetna are parties to that certain Guarantee 

                                                 
1  Aetna includes, among other direct and indirect affiliates, Aetna, Inc., Aetna Life Insurance 
Company, Aetna Health of California, Inc., and Aetna Health Management, LLC. 
 
2  Unless otherwise defined in this Stipulation, a capitalized term used herein shall have the meaning 
set forth in the Plan.   
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Agreement dated as of January 1, 2017 made by Holdings as guarantor in favor of Aetna (the 

“Guarantee”).  Pursuant to the Guarantee, Holdings agreed to guarantee the obligations of Bay Area 

Surgical Management, LLC, and certain other defendants (collectively, the “Judgment Parties”) to 

Aetna in connection with a monetary award entered in favor of Aetna on April 14, 2016, in certain 

litigation commenced by Aetna on February 2, 2012, against the Judgment Parties in the Superior 

Court for the County of Santa Clara.  Holdings executed the Guarantee in favor of Aetna in 

connection with a January 2017 investment transaction (the “Investment”) between Holdings and the 

Judgment Parties, among other parties and entities.  Holdings asserts that it may have certain rights 

to avoid and recover transfers made or obligations incurred by Holdings prior to the Petition Date in 

connection with the Investment or under the Guarantee.  Aetna disputes any liability to the Debtors 

on account of any such transfers made or obligations incurred. 

5. Aetna has filed a proof of claim against Holdings pursuant to the Guarantee in the 

amount of $13,865,935.73 that has been assigned claim number 3223 (the “Aetna/Holdings Claim”).  

The Aetna/Holdings Claim consists of $13,333,333 in outstanding principal due as of the Petition 

Date, plus $532,602.73 on account of accrued interest through the Petition Date.  Holdings asserts 

that it may have certain grounds to object to the allowance of the Aetna/Holdings Claim.  Aetna 

disputes any basis to disallow all or any part of the Aetna/Holdings Claim. 

6. Aetna and certain of the Debtors are parties to certain hospital services, participation 

or provider agreements under which the applicable Debtor provides covered medical services to 

members enrolled in certain health care benefit plans offered or administered by Aetna in exchange 

for reimbursement in the amounts and at the times set forth in such agreements (collectively, the 

“Aetna Agreements”).  Each of Aetna and the applicable Debtor may, from time to time, assert that 

the amount of contractual reimbursement due under the applicable Aetna Agreement has either been 

overpaid or underpaid (referred to collectively as the “Variances”).  In connection with the 

Variances, Aetna has asserted general unsecured claims for the prepetition overpayments, see, e.g., 

Claim Nos. 3226, 3227, 3228, 3231, 3232, 3249, 4795, 4796, 4797, 8045 (collectively, the 

“Prepetition Overpayment Claims”), and filed requests for payment of administrative expenses for 

the post-petition overpayments (collectively, the “Post-Petition Overpayment Claims”).  See, e.g., 

Case 2:18-bk-20151-ER    Doc 5338    Filed 08/03/20    Entered 08/03/20 16:14:02    Desc
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Docket Nos. 3272 and 5163.  For purposes of this Stipulation, Variances include the Prepetition 

Overpayment Claims and the Post-Petition Overpayment Claims. 

7. Aetna has informally raised certain objections to confirmation of the Plan (“Aetna 

Objections”) and the Debtors and Aetna have agreed to extend, from time to time, the deadline for 

Aetna to file a Confirmation Objection pursuant to the Disclosure Statement Order, which this Court 

has granted.  See Docket Nos. 5283 and 5300.  The Debtors believe that the Plan meets the 

applicable requirements for confirmation under the Bankruptcy Code and dispute that Aetna has any 

grounds to oppose confirmation.   

8. In order to avoid the delay and expense that would be associated with the filing of a 

formal Aetna Objection, and/or further proceedings to object to the Aetna/Holdings Claim or seek 

the avoidance and recovery of pre-petition transfers made or obligations incurred by Holdings to 

Aetna, the Parties have agreed to make the modifications to the Plan set forth in this Stipulation (the 

“Aetna Modifications”).   

9. The Parties further agree that the Aetna Modifications may be implemented by a 

revision made to a possible further amended Plan or, if no further amended Plan is filed prior to the 

Confirmation Hearing, by a specific provision added to the Confirmation Order, in either case in the 

form attached hereto as Exhibit 1. 

STIPULATION 

In consideration of the terms and conditions set forth in this Stipulation, the Parties hereby 

agree that: 

1. The Aetna/Holdings Claim shall be deemed amended and superseded to assert a claim 

in the fixed, reduced amount of $6,366,000.00 (“Aetna/Holdings Amended Claim”).  The 

Aetna/Holdings Amended Claim shall be an allowed General Unsecured Claim under Class 8 of the 

Plan and shall not be subject to reconsideration, objection, reduction, increase, counterclaim, 

subordination, offset or recoupment, and shall be deemed allowed without necessity of any further 

filings or amendments, including any proof of claim. 

2. The Debtors and the Estates shall be deemed to have waived and released any Causes 

of Action against Aetna in connection with the Investment and/or the Guarantee, and any such 

Case 2:18-bk-20151-ER    Doc 5338    Filed 08/03/20    Entered 08/03/20 16:14:02    Desc
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Causes of Action shall neither be vested in the Liquidating Trust nor constitute Liquidating Trust 

Assets.  Notwithstanding the foregoing, and for the avoidance of doubt, this Stipulation does not 

affect, and each Party acknowledges and agrees that Aetna, the Debtors and the Estates have 

reserved (i) any rights or defenses under any Aetna Agreement, (ii) any rights or defenses to pursue 

or recover any Variances, and (iii) any rights relating to assumption, assignment or rejection of any 

Aetna Agreement pursuant to Section 365 (subject to any prior order of the Bankruptcy Court).  

3. Notwithstanding anything to the contrary in the Plan or the Confirmation Order (a)

Aetna’s defenses of setoff or recoupment under, and subject to the provisions of, the Aetna 

Agreements shall not be impaired, and nothing in the Plan or Confirmation Order shall prevent 

Aetna from asserting any defense, counterclaim, or offset against any claims brought against it to the 

extent that such defense, counterclaim, or offset would otherwise be available to Aetna under 

applicable law, provided that, Aetna acknowledges and agrees that the substantive consolidation of 

the Estates pursuant to Section 7.2 of the Plan shall not be construed to permit Aetna to exercise any 

defenses of setoff or recoupment under the Aetna Agreements as if the Debtors were a unitary entity, 

and (b) Section 10.2(b) of the Plan shall not apply to any Claims asserted by Aetna, including the 

Aetna/Holdings Amended Claim, the Prepetition Overpayment Claims and the Post-Petition 

Overpayment Claims.  

4. Aetna agrees that it will not oppose confirmation of the Plan and accepts the

treatment of the Aetna/Holdings Amended Claim proposed by the Plan, as modified by the Plan 

Modifications set forth in this Stipulation.    

5. The Bankruptcy Court shall retain jurisdiction over any dispute related to the

enforcement or implementation of this Stipulation.  

Dated:  August 3, 2020 PACHULSKI STANG ZIEHL & JONES LLP 

Name:  Steven J. Kahn 
Co-Counsel for the Debtors and Debtors in 
Possession 

/s/ Steven J. Kahn
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Exhibit 1 

 

Aetna Modifications 

 
Aetna Resolution.   On [Date], the Debtors filed the Stipulation Among Debtors, Creditors’ 
Committee and Aetna Life Insurance Company for Resolution of Plan Objection [Docket No. __] 
(the “Aetna Stipulation”).  A capitalized term used in this paragraph has the meaning set forth in the 
Aetna Stipulation.  Based on the Aetna Stipulation, for good cause shown and after reasonable 
notice, the Court approves the resolution of the Aetna Objections to the Plan as follows.  The 
Aetna/Holdings Amended Claim shall be an allowed General Unsecured Claim under Class 8 of the 
Plan in the amount of $6,366,000.00 and shall not be subject to reconsideration, objection, reduction, 
increase, counterclaim, subordination, offset or recoupment, and shall be deemed allowed without 
necessity of any further filings or amendments, including any proof of claim.  The Debtors and the 
Estates shall be deemed to have waived and released any Causes of Action against Aetna in 
connection with the Investment and/or the Guarantee, and any such Causes of Action shall neither be 
vested in the Liquidating Trust nor constitute Liquidating Trust Assets.  Notwithstanding the 
foregoing, Aetna, the Debtors and the Estates shall continue to have: (a) any rights or defenses under 
any Aetna Agreement, (b) any rights or defenses to pursue or recover any Variances, and (c) any 
rights relating to assumption, assignment or rejection of any Aetna Agreement pursuant to Section 
365 (subject to any prior order of the Bankruptcy Court).  Notwithstanding anything to the contrary 
in the Plan or the Confirmation Order (i) Aetna’s defenses of setoff or recoupment under, and 
subject to the provisions of, the Aetna Agreements shall not be impaired, and nothing in the Plan or 
Confirmation Order shall prevent Aetna from asserting any defense, counterclaim, or offset against 
any claims brought against it to the extent that such defense, counterclaim, or offset would otherwise 
be available to Aetna under applicable law, provided, that, the substantive consolidation of the 
Estates pursuant to Section 7.2 of the Plan shall not be construed to permit Aetna to exercise any 
defenses of setoff or recoupment under the Aetna Agreements as if the Debtors were a unitary entity, 
and (ii) Section 10.2(b) of the Plan shall not apply to any Claims asserted by Aetna, including the 
Aetna/Holdings Amended Claim, the Prepetition Overpayment Claims and the Post-Petition 
Overpayment Claims. 
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PROOF OF SERVICE OF DOCUMENT 
 
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business address is: 

10100 Santa Monica Boulevard, 13th Floor, Los Angeles, California 90067 
 
A true and correct copy of the foregoing document entitled (specify): STIPULATION AMONG DEBTORS, CREDITORS’ 
COMMITTEE AND AETNA LIFE INSURANCE COMPANY FOR RESOLUTION OF PLAN OBJECTION 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) 
August 3, 2020, I 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: 
 
  Service information continued on attached page 
 
2.  SERVED BY UNITED STATES MAIL:   
On (date) ____________, I 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. 
 
 
  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) _________, I 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. 
 
 
 
  Service information continued on attached page 
 
I declare under penalty of perjury under the laws of the United States that the foregoing is true and correct. 
 
August 3, 2020           Mary de Leon  /s/ Mary de Leon 
Date Printed Name  Signature 
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June 2012 F 9013-3.1.PROOF.SERVICE 
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ADDITIONAL SERVICE LIST 

MAILING INFORMATION FOR ADVERSARY CASE NO. 2:18-bk-20151-ER 

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

 Alexandra Achamallah     aachamallah@milbank.com, rliubicic@milbank.com 
 Melinda Alonzo     ml7829@att.com 
 Robert N Amkraut     ramkraut@foxrothschild.com 
 Kyra E Andrassy     kandrassy@swelawfirm.com, 

lgarrett@swelawfirm.com;gcruz@swelawfirm.com;jchung@swelawfirm.com 
 Simon Aron     saron@wrslawyers.com 
 Lauren T Attard     lattard@bakerlaw.com, agrosso@bakerlaw.com 
 Allison R Axenrod     allison@claimsrecoveryllc.com 
 Keith Patrick Banner     kbanner@greenbergglusker.com, sharper@greenbergglusker.com;calendar@greenbergglusker.com 
 Cristina E Bautista     cristina.bautista@kattenlaw.com, ecf.lax.docket@kattenlaw.com 
 James Cornell Behrens     jbehrens@milbank.com, 

gbray@milbank.com;mshinderman@milbank.com;dodonnell@milbank.com;jbrewster@milbank.com;JWeber@milbank.co
m 

 Jacob Beiswenger     jbeiswenger@omm.com, jacob-beiswenger-5566@ecf.pacerpro.com;swarren@omm.com 
 Ron Bender     rb@lnbyb.com 
 Bruce Bennett     bbennett@jonesday.com 
 Peter J Benvenutti     pbenvenutti@kellerbenvenutti.com, pjbenven74@yahoo.com 
 Leslie A Berkoff     lberkoff@moritthock.com, hmay@moritthock.com 
 Steven M Berman     sberman@slk-law.com, mceriale@shumaker.com 
 Stephen F Biegenzahn     efile@sfblaw.com 
 Karl E Block     kblock@loeb.com, jvazquez@loeb.com;ladocket@loeb.com;kblock@ecf.courtdrive.com 
 J Scott Bovitz     bovitz@bovitz-spitzer.com 
 Dustin P Branch     branchd@ballardspahr.com, carolod@ballardspahr.com;hubenb@ballardspahr.com 
 Michael D Breslauer     mbreslauer@swsslaw.com, 

wyones@swsslaw.com;mbreslauer@ecf.courtdrive.com;wyones@ecf.courtdrive.com 
 Chane Buck     cbuck@jonesday.com 
 Lori A Butler     butler.lori@pbgc.gov, efile@pbgc.gov 
 Howard Camhi     hcamhi@mrllp.com, 

bankruptcy@mrllp.com;camhihr98234@notify.bestcase.com;echun@mrllp.com;jkissinger@mrllp.com 
 Barry A Chatz     barry.chatz@saul.com, jurate.medziak@saul.com 
 Shirley Cho     scho@pszjlaw.com 
 Shawn M Christianson     cmcintire@buchalter.com, schristianson@buchalter.com 
 Louis J. Cisz     lcisz@nixonpeabody.com, jzic@nixonpeabody.com 
 Leslie A Cohen     leslie@lesliecohenlaw.com, jaime@lesliecohenlaw.com;olivia@lesliecohenlaw.com 
 Marcus Colabianchi     mcolabianchi@duanemorris.com 
 Kevin Collins     kevin.collins@btlaw.com, Tabitha.davis@btlaw.com 
 Joseph Corrigan     Bankruptcy2@ironmountain.com 
 David N Crapo     dcrapo@gibbonslaw.com, elrosen@gibbonslaw.com 
 Mariam Danielyan     md@danielyanlawoffice.com, danielyan.mar@gmail.com 
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