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Secured creditors UMB Bank, N.A., as successor master indenture trustee for the master

indenture obligations described more fully below (the “Master Trustee™), and Wells Fargo

Bank, National Association, as indenture trustee for the series 2005 revenue bonds also

described more fully below (the “Series 2005 Trustee”, and, collectively with the Master

Trustee, the “Secured Parties™) submit the following supplemental objection to the Debtors’

request for a final order (a “Final Order”) allowing their “Emergency Motion of Debtors for
Interim and Final Orders (A) Authorizing the Debtors to Obtain Post Petition Financing (B)
Authorizing the Debtors to Use Cash Collateral and (C) Granting Adequate Protection to
Prepetition Secured Creditors Pursuant to 11 U.S.C. 88§ 105, 363, 364, 1107 and 1108”

[Docket No. 31] (the “Einancing Motion™).

This supplemental objection is necessary to address two significant new issues that have
emerged in connection with the Financing Motion, including one raised for the first time in the
Debtors’ “Omnibus Reply of Debtors’ to the Objections to the Debtors’ Motion for Final Order
(A) Authorizing the Debtors to Obtain Post Petition Financing (B) Authorizing the Debtors to
use Cash Collateral and (C) Granting Adequate Protection to Prepetition Secured Creditors
Pursuant to 11 U.S.C. 88 105, 363, 364, 1107 and 1108 [Docket No. 309] (the “Einancing
Motion Reply™). In support of this supplemental objection, the Secured Parties state as follows:
l. PRELIMINARY STATEMENT

1. This supplemental objection addresses the Debtors’ recent assertion that the
Secured Parties cannot challenge provisions of the Financing Motion under the guise of a
prepetition Intercreditor Agreement, including terms that would grant other prepetition creditors
priming replacement liens over the Secured Parties’ prepetition collateral. That prepetition
collateral includes hospital facilities that are not subject to the Intercreditor Agreement. As the

Secured Parties were finalizing this supplemental objection to address the Debtor’s new claim,

! Capitalized terms not defined in this supplemental objection are as defined in the Financing Motion.
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another party to the Intercreditor Agreement, U.S. Bank National Association (the “Note
Trustee™), filed its own supplemental response in these cases setting forth a similar argument.?

2. The timing of this new argument alone speaks volumes about the sincerity and
merit of this contention. The Secured Parties submit that the Debtors’ position, at least, has
everything to do with the Debtors’ desire to resolve at any cost an inconvenient (to the Debtors)
intercreditor dispute that stands in the way of the Debtors’ proposed Final Order on the
Financing Motion, even if that cost involves interpreting the Intercreditor Agreement to
materially alter the Secured Parties’ prepetition lien priority in their prepetition collateral. The
Debtors’ and Note Trustee’s position that they are merely “enforcing” the Intercreditor
Agreement is also noteworthy; the Secured Parties have consistently indicated that further relief
on the Financing Motion must respect and acknowledge the Intercreditor Agreement’s terms.
Under the banner of “enforcing” the Intercreditor Agreement, the Debtors and Note Trustee
now seek the Court’s assistance to override, amend or reinterpret the Intercreditor Agreement to
the Note Trustee’s advantage and the Secured Parties’ detriment.

3. As set forth more fully below, the Debtors” and Note Trustee’s argument is
expressly contradicted by the Intercreditor Agreement terms and is not supported by applicable
law. The Court should reject the underlying attempt by the Debtors and the Note Trustee to
twist the Intercreditor Agreement into a purported advance consent by the Secured Parties to a
result that violates the priorities carefully articulated in that very agreement. The Secured
Parties have not consented and do not consent to the proposed Final Order’s unauthorized grant

of a priority replacement lien to the Note Trustee on estate assets on which it has a prepetition

2 See “Combined Limited Response of U.S. Bank National Association, as Series 2015 Note Trustee and
Series 2017 Note Trustee, to Master Trustee and Series 2005 Trustee’s Objection to Motion of Debtors for Final
Order (A) Authorizing the Debtors to Obtain Post Petition Financing (B) Authorizing the Debtors to Use Cash
Collateral and (C) Granting Adequate Protection to Prepetition Secured Creditors Pursuant to 11 U.S.C. §8 105,
363, 364, 1107 and 1108 [Docket No. 367] (the “Note Trustee Financing Motion Response™).
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lien on a parity with the Secured Parties. The Debtors and Note Trustee cannot avoid a full
review of the issues the Secured Parties have raised over the Financing Motion.?

4, Separately, this supplemental objection also relates to a new debtor-in-possession
financing alternative that offers better terms than the existing DIP Facility the Debtors are
seeking to implement through the Financing Motion. As noted in a prior submission by the
Secured Parties in these cases, the Secured Parties were not meaningfully consulted regarding
the planned filing of these cases, nor were they or holders of the Series 2005 Bonds approached
regarding their interest in providing debtor-in-possession financing. Although the lack of prior
communications prevented the Secured Parties or holders of the Series 2005 Bonds from
evaluating potential debtor-in-possession financing and presenting terms sooner, certain
institutional holders of the Series 2005 Bonds have now made this financing alternative possible
under terms that are more favorable to the estates and that would avoid valuation disputes over
adequate protection. The Court should thus deny the Financing Motion.

1. BACKGROUND
A. Background relevant to allegations that the Secured Parties have consented

to the Financing Motion.

5. The Debtors and the Note Trustee are attempting to use a procedural tactic to side
step the Secured Parties’ objections to the Financing Motions, including objections to priming
replacement liens.

6. This effort to avoid the substantive issues raised by the Secured Parties arose long
after an initial hearing on the Financing Motion and after a month of negotiation over the DIP
Facility and the Debtors’ adequate protection obligations. At no time during these negotiations
did the Debtors or Note Trustee question the Secured Parties’ rights to contest issues underlying

the proposed DIP Facility. This contention only arose after the Secured Parties identified

3 More importantly, the Secured Parties’ resolution of this matter provides for maintaining the status quo
and otherwise reserving the rights of all Prepetition Secured Creditors regarding the priority of the replacement
liens, to the extent this actually becomes an issue.
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material issues with the Financing Motion in their “Objection to Motion of Debtors for Final
Order (A) Authorizing the Debtors to Obtain Post Petition Financing (B) Authorizing the
Debtors to use Cash Collateral and (C) Granting Adequate Protection to Prepetition Secured
Creditors Pursuant to 11 U.S.C. 88 105, 363, 364, 1107 and 1108 [Docket No. 292] (the

“Einancing Motion Objection”). The Financing Motion Objection establishes that no Final

Order or other relief on the Financing Motion can provide adequate protection to the Secured
Parties if the proposed replacement liens granted to other secured creditors prime the Secured
Parties’ existing prepetition liens. See Financing Motion Objection {{ 27 — 34. In its current
form, the Debtors are pursuing a Final Order that does exactly that.

7. The Debtors and Note Trustee are pushing interpretations of the “Second

Amended and Restated Intercreditor Agreement” (the “Intercreditor Agreement”) among

Debtor Verity Health System of California, Inc., the Master Trustee, and the Notes Trustee that
are actually contrary to the relevant agreement terms. A copy of the Intercreditor Agreement is
of record in these cases as part of Docket No. 219. For the convenience of the Court and other
parties, a copy is also attached as Exhibit A.

8.  The Debtors and Note Trustee seek to overcome the Secured Parties’ natural
objection to the Debtors’ plan to provide other prepetition creditors priming liens on the
Secured Parties’ collateral by claiming that the Secured Parties, having specifically negotiated
an Intercreditor Agreement, and the collateral on which the Note Trustee would have a priming
lien, consented in advance to the Note Trustee unilaterally awarding itself additional, priming
collateral.

9. None of the Debtors’ or Note Trustee’s arguments provide meaningful context
about the Intercreditor Agreement they are claiming to “enforce” or its relevant terms. In order
to fully understand the terms and context of the Intercreditor Agreement the following facts are

necessary:

Q) The Intercreditor Agreement was originally executed when the
Debtors began sponsoring Working Capital Notes in 2015.
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Currently, the Intercreditor Agreement applies to the Series 2005
Bonds, and Working Capital Notes issued in 2015 and 2017.

(i) In 2015, as now, VHS and five affiliates were members of an
“Obligated Group” and, as parties to a Master Trust Indenture, had
existing debt obligations with respect to the Series 2005 Bonds.
Those debt obligations were secured by “Obligations” issued under
the Master Trust Indenture with the same principal amounts and
repayment terms as the repayment terms of the Series 2005 Bonds.
The Obligations were (and are) secured by liens in favor of the
Master Trustee on the Obligated Group members’ accounts and on
the real and personal property associated with the Debtors’ six
acute care hospital facilities (collectively, the “MTI Collateral”).

(iii)  The Debtors’ capital structure was modified in 2015 when the
Debtors first issued Working Capital Notes. As with the Series
2005 Bonds, the Debtors’ debt obligations with respect to the
Working Capital Notes are secured by Obligations issued under the
Master Trust Indenture, and those Obligations are also secured by
MTI Collateral. The liens associated with the Obligations specific
to the Working Capital Notes (defined in the Intercreditor
Agreement as “MTI Note Obligations”) have the same priority as
the liens associated with the Obligations specific to the Series 2005
Bonds. In addition, however, a subset of the MTI Collateral,
namely accounts of the Obligated Group and the real and personal
property associated with Saint Louise Regional Hospital and St.
Francis Medical Center, two of the Debtors’ six acute care hospital
facilities (described in the documents as the “Notes Collateral”),
were, under a separate set of instruments, pledged directly to the
Note Trustee.* The Master Trust Indenture permits the Obligated
Group to grant senior liens on certain of its property to creditors
other than the Master Trustee, and the liens on the Notes Collateral
were intended to fit into these terms. Liens on the Obligated
Group’s other hospital assets did not fit into the permitted lien
“basket” under the Master Trust Indenture and were therefore not
included in the senior lien Notes Collateral.

(iv)  The Intercreditor Agreement exists solely for the purpose of
acknowledging the priority position of the Note Trustee versus the
Master Trustee in specified and limited assets of the Obligated
Group. See Intercreditor Agreement Schedule C (describing Notes
Collateral). It does not grant the Note Trustee priority on any
Obligated Group assets not listed in the Intercreditor Agreement,
and any such grant would have violated the permitted liens

4

Desc

Certain additional real property was later pledged to the Note Trustee in connection with Working Capital
Notes issued in 2017.
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covenant of the Master Trust Indenture and would have permitted
the Series 2005 Trustee to accelerate the Series 2005 Bonds and
the Obligations.

As mentioned, MTI Collateral that is not Notes Collateral includes,
among other material assets, real and personal property of four of
the Debtors’ six acute care hospital facilities. The liens associated
with the Series 2005 Bonds and the Working Capital Notes in this
other MTI Collateral have equal rank and are not governed by the
Intercreditor Agreement.

The Secured Parties carefully negotiated the terms of the priority
lien on the St. Francis and Saint Louise hospital facilities under the
Intercreditor Agreement. Those Series 2005 Bonds financed or
refinanced portions of those two hospitals, and foreclosure or other
transfer of those hospitals by the Note Trustee or the Obligated
Group to owners not qualifying for tax-exempt bond financing
could jeopardize the tax-exemption of the Series 2005 Bonds
unless the sale proceeds realized from such transfer are applied to
repay the Series 2005 Bonds. Accordingly, the Intercreditor
Agreement includes specific “Remediation Provisions” that,
notwithstanding the priority lien of the Notes Trustee on those two
hospitals, provide up to approximately $65 million of any such
proceeds would be applied, if required to preserve tax-exemption
of the Series 2005 Bonds, to the repayment of the Series 2005
Bonds. See Intercreditor Agreement { 5.

No Remediation Provisions were included in the Intercreditor
Agreement relating to hospitals financed or refinanced by the
Series 2005 Bonds other than St. Francis Medical Center and Saint
Louise Regional Hospital. A senior lien to the Note Trustee on
such other hospitals would have created the same need for
remediation provisions to preserve the tax-exemption of the Series
2005 Bonds. However, because the Intercreditor Agreement did
not and does not provide for a senior lien by the Note Trustee on
such other hospitals, there was no need to negotiate remediation
provisions for any such hospitals, and the Intercreditor Agreement
includes none.

The senior lien granted by the Obligated Group on St. Francis
Medical Center and Saint Louise Regional Hospital and reflected
in the Intercreditor Agreement was and is specific to those two
hospitals due to both Master Trust Indenture covenant constraints
and tax constraints. The Obligated Group’s hospitals were not and
are not fungible for purposes of the Intercreditor Agreement, and
the Intercreditor Agreement therefore includes no authorization by

Desc
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the Master Trustee of a priority replacement lien on other
hospitals.

The Debtors and Note Trustee have cited Section 2.4 of the Intercreditor

Agreement as the principal grounds for their argument.

11.

Section 2.4 of the Intercreditor Agreement is an “anti-waiver provision” that

protects the Note Trustee’s interests should it take, or omit to take, certain actions under

documents that are specific to the Working Capital Notes, or the Obligations that relate to the

Working Capital Notes (i.e., the MTI Note Obligations). Section 2.4 provides:

12.

No action which the Note Trustee may take or omit to take in
connection with any of the Note Documents or the MTI Note
Obligations, any of the Notes, or any security therefor, and no
course of dealing of the Note Trustee with any Obligor, the Master
Trustee, or any other Person, shall release or diminish the Master
Trustee’s obligations, liabilities, agreements or duties hereunder,
affect this Agreement in any way, or afford the Master Trustee any
recourse against the Note Trustee, regardless of whether any such
action or inaction may increase any risks to or liabilities of the
Note Trustee, the Master Trustee or any Obligor or increase any
risk to or diminish any safeguard of any security.

The balance of Section 2.4 of the Intercreditor Agreement lists specific actions

which the Note Trustee may take, or omit to take, and yet remain within the safe harbor

described in the introductory paragraph of Section 2.4 set forth above:

Without limiting the foregoing, the Master Trustee hereby
expressly agrees that the Note Trustee may, from time to time,
without notice to or the consent of the Master Trustee:

(v) take, exchange, amend, eliminate, surrender, release, or
subordinate any or all security for any or all of the obligations of
the Obligors under the Note Documents or the MTI Note
Obligations, accept additional or substituted security therefore, or
perfect or fail to perfect the Note Trustee’s rights in any or all
security....

See Financing Motion Reply 1 26. These provisions focus solely on the Notes Trustee taking

actions in connection with the Working Capital Notes, the MTI Note Obligations and the Note
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Documents. These provisions provide no right of the Note Trustee to impact the rights of the

Master Trustee with respect to the MTI Collateral in which the Note Trustee does not have a

senior lien.

13.

The Note Trustee’s objection visibly rewrites the Intercreditor Agreement in a

fashion that could understandably suggest that the Note Trustee’s priority collateral is broader

than it actually is. Paragraph 13 of the Note Trustee Financing Motion Response contains this

remarkable statement:

14.

Note Collateral is an all-encompassing term used in contrast to
the more limited subset of Priority Assets, which are identified
on Schedule C to the Intercreditor Agreement. The term Note
Collateral refers to all of the collateral rights granted to the
Notes Trustee under the relevant security documents. See
Intercreditor Agreement, 11 A & 1(b). (Emphasis added)

There is in fact no ambiguity in the Intercreditor Agreement as to what “Note

Collateral” means. Recital A of the Intercreditor Agreement states:

All of the Corporation’s Obligations (as defined in the Loan
Agreements) are secured by liens on and security interests in
certain property of the Corporation and the Obligors (the “Note
Collateral”) as set forth in Schedule C....

Schedule C, to the Intercreditor Agreement, in turn, states, in its entirety:

HHHHH

SCHEDULEC

NOTE COLLATERAL

“Note Collateral” means:
(m) Accounts of:

St. Francis Medical Center

St. Vincent Medical Center

O’Connor Hospital

Saint Louise Regional Hospital

Seton Medical Center including Seton Coastside
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@) Real property located at, and personal property located at,
used in connection with or otherwise described in the St.
Francis Deeds of Trust and Saint Louise Deed of Trust,
respectively, as to the following Property the aggregate Book
Value of which Property secured by said Deeds of Trust and
created or permitted to exist pursuant to clause (q) of the definition
of Permitted Liens shall not exceed 20% of the aggregate Book
Value of all Property of the Obligated Group:

St. Francis Medical Center

e 3630 East Imperial Highway, Lynwood, CA

e 2700 E. Slauson Avenue, Huntington Park, CA

e 5953 Atlantic Blvd., Maywood, CA (also known as 5931
and 5957 Atlantic Blvd., including surface parking)

Saint Louise Regional Hospital
e 9400 No Name Uno, Gilroy, CA
(emphasis added)

HHHHH

15.  The Intercreditor Agreement thus expressly defines and limits, not once but twice,
“Note Collateral” to the assets set forth in Schedule C, which does not include hospitals other
than St. Francis Medical Center and Saint Louise Regional Hospital. The Note Trustee’s claim
that “[t]he term Note Collateral refers to all of the collateral rights granted to the Notes Trustee
under the relevant security documents” is incorrect. Once this premise is set aside, the
Intercreditor Agreement quite simply says the opposite of what the Note Trustee claims it says.

B. Background relevant to the Debtors’ access to alternative financing.

16. In addition to the issues the Secured Parties have already raised with the
Financing Motion, a superior financing alternative has recently become available in these cases.

17.  Certain institutional holders of the Series 2005 Bonds have provided loan terms to
the Debtors for the same $185 million of debtor-in-possession financing amount that is

contemplated by the DIP Facility.
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18.  This alternative financing would provide for the immediate repayment of the
existing DIP Facility in full and provide debtor-in-possession financing to the Debtors from
those holders, or certain affiliates of those holders, under better key economic terms than the
DIP Lender has offered through the DIP Facility. The Debtors have received a draft Credit
Agreement for this alternative financing, in the same form as the existing DIP Facility, but with
fewer covenants, fewer events of default and terms otherwise structurally more beneficial to the
Debtors. Additionally, this alternative facility avoids any adequate protection argument relating
to valuation.

19. A substantial majority of the other substantive terms of this alternative loan,
including the maturity date, security, financial and negative covenants, representations and
warranties, events of default, reporting, and conditions of advances would be consistent with, if
not identical to, the existing terms described in the Credit Agreement. These substantial
similarities should streamline the implementation of this alternative loan.

I1l. SUPPLEMENTAL OBJECTIONS

A. The Secured Parties have not consented to the Financing Motion, including
“priming” adequate protection liens.

20.  The Court must reject the Debtors’ and Note Trustee’s attempts to establish the
Secured Partie’s “consent” to the Financing Motion. The Debtors” and Note Trustee’s position
would deprive the Secured Parties of the benefit of their parity lien on the MTI Collateral that is
not Note Collateral and of their fundamental right to appear as parties in interest in these cases
to preserve their collateral position versus other creditors.

21.  Given the fundamental role creditor participation plays in the bankruptcy process,
the Debtors and other parties seeking to enforce alleged waiver terms bear a heavy burden to
show that the Secured Parties surrendered even a portion of their rights to challenge the
Financing Motion. See BOKF, N.A. v. JPMorgan Chase Bank, N.A. (In re MPM Silicones,
LLC), 518 B.R. 740, 750 (Bankr. S.D.N.Y. 2014) (rejecting arguments that second position
lenders violated intercreditor agreement); In re Boston Generating, LLC, 440 B.R. 302, 318-320
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(Bankr. S.D.N.Y. 2010) (rejecting arguments that intercreditor agreement prevented second
position lender from opposing sale process terms); cf. Aurelius Capital Master, Ltd. v. Tousa
Inc., 2009 U.S. Dist LEXIS 12735 (S.D. Fla. Feb. 5, 2009) (enforcing intercreditor agreement
with specific language concerning the specific conduct at issue). For these same reasons, courts
should not and do not interpret intercreditor terms in ways that re-draft or re-negotiate secured
parties’ bargained-for rights. See Boston Generating, 440 B.R. at 318-319.

22.  Neither the Debtors nor the Note Trustee can meet their heavy burden of showing
that the Secured Parties have negotiated away their consent rights. This is so for at least three

reasons:

1. The cited Intercreditor Agreement terms are anti-waiver terms to
assure the Note Trustee that it will not lose the benefit of its lien status
in Notes Collateral if the Note Trustee takes (or fails to take) specified
actions.

23. The Debtors” and Note Trustee’s attempt to mischaracterize Section 2.4 of the
Intercreditor Agreement does not form any basis to find that the Secured Parties have consented
to the Financing Motion. As noted above, Section 2.4 of the Intercreditor Agreement exists to
protect the Note Trustee against arguments that action or inaction by the Note Trustee has
impaired its lien priority in Notes Collateral. These features are common in lending
relationships and similar anti-waiver terms are commonly found in loan documents, guaranty
agreements and other loan instruments. But they play no role in delegating authority to the
Note Trustee, the Secured Parties, or others, to approve or disapprove the terms of the
Financing Motion or any relief thereon.

24.  The entire context of Section 2.4 involves actions that the Note Trustee may take
with respect to the Note Documents or the MTI Note Obligations without impacting the lien
priority the Note Trustee has in Notes Collateral pursuant to the Intercreditor Agreement. That
is what the language of Section 2.4 actually says. There is nothing in Section 2.4 that remotely

suggests Section 2.4 confers upon the Notes Trustee affirmative authority to consent on behalf
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of the Master Trustee to the subordination of the Master Trustee’s liens against collateral that
does not constitute Notes Collateral under the Intercreditor Agreement. Section 2.4 is a shield
that protects the Note Trustee from losing its priority on the Notes Collateral only; there is no
basis in text or logic for the Debtors’ attempt to convert it into a sword effectively allowing the
Notes Trustee to claim a senior lien on collateral outside of the Notes Collateral.

25. The Debtors’ and Note Trustee’s construction of these intercreditor terms would
effectively rewrite the Intercreditor Agreement, converting them from anti-waiver terms that
protect the Note Trustee into affirmative rights the Note Trustee can exercise to the Master

Trustee’s detriment. Case law forbids this outcome. See Boston Generating, supra.

2. Waivers of lender rights require highly specific language. The generic
cited Intercreditor Agreement terms do not meet this standard.

26. The Debtors’ and Note Trustee’s arguments fail given that if the intent of the
Intercreditor Agreement was that the Note Trustee could exercise all consent rights over the
MTI Collateral and over the objection of the Master Trustee such intent must be expressly
stated under the contractual agreement between the parties, i.e., the Intercreditor Agreement.

27.  Recent decisions involving intercreditor disputes have consistently found that
waivers of secured creditor rights under intercreditor or similar instruments must be highly
specific. See, e.g., MPM Silicones, 518 B.R. at 750 (the waiver must be clear beyond
peradventure); Boston Generating, 440 B.R. at 319 (same).

28. The Boston Generating decision, for example, reflects the analysis that applies
when, as is the case here, the intercreditor language involves only generic concepts. In Boston
Generating, the court addressed claims that an intercreditor agreement prevented second lien
lenders from objecting to a section 363 sale. The intercreditor agreement there provided that
until certain first lien obligations were discharged, the first lien lenders would maintain the
exclusive right to “enforce rights, exercise remedies...and make determinations regarding the

release, sale, disposition or restrictions with respect to the Collateral” without consultation with

-12-




© 00 ~N o o b~ w NP

N T N B N T N T N T N T N S e e N N e S N T
©® N o U B~ W N P O © ©® N o o~ W N Lk O

Case 2:18-bk-20151-ER Doc 380 Filed 10/02/18 Entered 10/02/18 16:18:42 Desc
Main Document  Page 16 of 55

or consent of second lien creditors. Boston Generating, 440 B.R. at 316. The agreement,
however, did not specifically address the parties’ respective rights in the face of a Bankruptcy
Code section 363 sale. The Boston Generating court refused arguments that the agreement’s
more generic terms prevented second lien lenders from objecting to the section 363 sale. The
court did so given “the absence of an explicit prohibition against filing a 363 sale objection.”
Id. at 320.

29. The generic intercreditor terms here stand in marked contrast to the specificity
found in intercreditor agreements that do deal with cash collateral and debtor-in-possession
financing rights. The American Bar Association’s Model Intercreditor Agreement (the “ABA

Model Intercreditor”), for example, includes very specific terms on these issues. See Report of

the Model First Lien / Second Lien Intercreditor Agreement Task Force, 65 Bus. Law. 809
(2010). In section 6.1, the ABA Model Intercreditor contains an express waiver of the right to

object to debtor-in-possession financing or the use of cash collateral. It states:

Until the Discharge of First Lien Obligations up to the First Lien
Cap with respect to the Capped Obligations and in their entirety
with respect to First Lien Obligations that are not Capped
Obligations, if an Insolvency Proceeding has commenced, Second
Lien Agent, as holder of a Lien on the Collateral, will not contest,
protest, or object to, and each Second Lien Claimholder will be
deemed to have consented to, (1) any use, sale, or lease of “cash
collateral” (as defined in section 363(a) of the Bankruptcy Code),
and (2) Borrower or any other Grantor obtaining DIP Financing if
First Lien Agent consents in writing to such use, sale, or lease, or
DIP Financing.

See 65 Bus. Law. at 827-828. It should be unsurprising that the cited Intercreditor Agreement
language bears little comparison to these specifically drawn terms given the actual purpose of
Section 2.4 described above.

30. The generically drafted intercreditor language here is likewise quite different than
agreements courts have upheld as lender waivers. In Tousa, for example, first lien lenders

agreed to the debtors’ use of cash collateral, and second lien lenders objected on the ground
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they were not adequately protected. The first lien lenders challenged the second lien lenders’

ability to make these objections based on the following intercreditor terms:

If any Credit Party becomes subject to any Insolvency Proceeding
and if the First Priority Representative desires to contest (or not
object) to the ...use... of cash or other collateral under the
Bankruptcy Code... then the Second Lien Term Loan Agent
agrees...that each Second Priority Secured Party (1) will be
deemed to have consented to ... the...use... of such cash or other
collateral... [and] (1) will not request or accept any form of
adequate protection or any relief in connection with the ... use...
of such cash.

2009 U.S. Dist LEXIS 12735 at *16-17. In Tousa, the lenders’ objection fell squarely within
the waiver set forth in the intercreditor agreement and the agreement terms were therefore
enforced.

31. None of the cited language from the Intercreditor Agreement even approaches the
specificity found in the ABA Model Intercreditor or in the agreement described in the Tousa
decision. The cited terms in fact do not mention adequate protection, debtor-in-possession
financing or Sections 363 or 364 of the Bankruptcy Code. The Debtors’ effort amounts to the
proverbial effort to drive a square peg into a round hole. Far more is required to silence the

Secured Parties on these issues.

3. Construing the cited Intercreditor Agreement terms as the Debtors
and Note Trustee suggest would make the Intercreditor Agreement
meaningless.

32.  Finally, any construction of the Intercreditor Agreement as the Debtors and Note
Trustee suggest would make the Intercreditor Agreement meaningless.

33.  As set forth above, the Note Trustee’s priority liens are limited to only a portion
of the MTI Collateral, and do not apply to, inter alia, four of the Debtors’ six hospitals. Given
this structure, there is no reasoned basis to allow the Note Trustee to speak for MTI Collateral

that is not subject to the Note Trustee’s priority liens. None of the cited provisions even
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reference or relate to the Series 2005 Bonds, Obligations associated with the Series 2005 Bonds,
or related MTI Collateral. See Intercreditor Agreement { 2.4.

34. The Debtors’ and Note Trustee’s position would necessarily mean that despite the
fact that the parties negotiated an Intercreditor Agreement that carefully delineated specific
collateral on which the Note Trustee holds a senior lien, and allocations of proceeds of
foreclosure or sale of specific collateral to preserve the tax-exemption of the Series 2005 Bonds
the Note Trustee could unilaterally and without any further consent by, or over the objections of
the Secured Parties, approve a further lien granting itself a senior lien over the MTI Collateral.
That is precisely the argument the Debtors are making when they claim that this language
“appears” to constitute consent by the Secured Parties to being bound by the “consent” of the
Note Trustees to being awarded, under the Debtors’ proposed Final DIP Order, a priming
replacement lien on Secured Party collateral that not Notes Collateral. The argument is not only
outside the terms of the agreement but is beyond the logic underlying the terms of the

agreement.

B. There is a DIP Facility alternative.

35.  Finally, the Court should deny the entry of a Final Order on the Financing Motion
since the Debtors have access to debtor-in-possession financing on more favorable terms.

36. Courts asked to approve debtor-in-possession financing routinely inquire whether
more favorable financing alternatives are available. See, e.g., In re Phase-I Molecular
Toxicology, 285 B.R. 494, 495 (Bankr. D.N.M. 2002).

37.  This inquiry is made because the Debtors must show their inability to obtain
financing from other lenders on more favorable terms than the terms they are pursuing through
the Financing Motion. See 11 U.S.C. 88 364(c) and (d)(1); SunTrust Bank v. Den-Mark
Constr., Inc., 406 B.R. 683, 691 (E.D.N.C. 2009) (finding that record was not clear that debtors

there met their statutory burden).
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38.  This is also necessary since the Debtors must establish that the terms of the DIP
Facility are fair, reasonable and adequate given the circumstances of the Debtors and DIP
Lender and since courts approve debtor-in-possession financing only where it “is in the best
interest of the general creditor body.” See In re Roblin Indus., Inc., 52 B.R. 241, 244 (Bankr.
W.D.N.Y. 1985); In re Los Angeles Dodgers LLC, 457 B.R. 308, 312 (Bankr. D. Del. 2011).

39. Given the emergence of the competing debtor-in-possession financing alternative
on terms that are more advantageous to the Debtors (and therefore to creditors and other
stakeholders), it is in the best interest of the general creditor body for the Court to deny the
entry of a Final Order at this time.

40. A substantial majority of the substantive terms of this alternative loan would be
consistent with, if not identical to, the existing terms described in the Credit Agreement. These
substantial similarities should streamline the implementation of this alternative loan. Indeed,
the terms under the alternative proposal are much more beneficial in the context of covenants,
events of default and structure.
1IV. INCORPORATION OF EXISTING FINANCING MOTION OBJECTION

The Secured Parties incorporate by this reference all terms of their “Objection to
Motion of Debtors for Final Order (A) Authorizing the Debtors to Obtain Post Petition
Financing (B) Authorizing the Debtors to use Cash Collateral and (C) Granting Adequate
Protection to Prepetition Secured Creditors Pursuant to 11 U.S.C. 88 105, 363, 364, 1107 and
1108 [Docket No. 292] as if fully set forth herein.
V. RESERVATION OF RIGHTS

The Secured Parties will necessarily evaluate any other objections or other responses to
the Financing Motion, whether in opposition to or in further support of the Financing Motion.
The relief sought in other objections or submissions could require further response. For the
avoidance of doubt, and for the foregoing reasons, the Secured Parties reserve all rights to file
further objections to the Financing Motion, make related arguments, and introduce testimony

and other evidence at any hearing in connection with the Financing Motion on any matters that
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may be relevant to the requested relief, whether or not those issues are described herein.

WHEREFORE, the Secured Parties respectfully request that the Court: (i) deny any

aspect of the Financing Motion that forms the basis for the objections stated herein; (ii)

condition further relief on the Financing Motion on terms consistent with the foregoing terms;

(iif) modify any Final Order in accordance with the objections stated herein; and (iv) grant such

further relief as the Court deems appropriate.

Dated: October 2, 2018

MINTZ LEVIN COHN FERRIS GLOVSKY AND
PoprEO, P.C.

[s/ Abigail V. O’Brient
Abigail V. O’Brient

and

Daniel S. Bleck (pro hac vice)

Paul J. Ricotta (pro hac vice)

lan A. Hammel (pro hac vice)

Attorneys for

UMB Bank, N.A. as master indenture trustee and

Wells Fargo Bank, National Association, as
indenture trustee
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SECOND AMENDED AND RESTATED INTERCREDITOR AGREEMENT

THIS SECOND AMENDED AND RESTATED INTERCREDITOR AGREEMENT
(this “Agreement™) entered into as of December 1, 2017 amends and restates the Amended and
Restated Intercreditor Agreement, dated as of September 1, 2017, recorded in Los Angeles
County as Instrument Number 20171060070 on September 18, 2017 at 8:00 a.m. (the “First
Amended and Restated Intercreditor Agreement™), which amended and restated the Intercreditor
Agreement, dated as of December 1, 2015 recorded in Los Angeles County as Instrument
Number 20151573372 on December 15, 2015 at 8:00 a.m. and recorded in Santa Clara County as
Instrument Number 23173258 on December 16, 2015 at 8:00 a.m., by and among Verity Health
System of California, Inc., a nonprofit public benefit corporation incorporated under the laws of
the State of California (“the “Corporation”), on behalf of itself and each Obligated Group
Member listed on the attached Schedule A (each, an “Obligor” and collectively, the
“Obligors”), U.S. Bank National Association, a national banking association organized and
existing under the laws of the United States of America, as trustee (together with any successor
thereto in any such capacity, the “Note Trustee”) under (i) the Indentures, dated as of December
1, 2015 (as they may be supplemented and amended in accordance with their terms, the “2015
Indentures™) with respect to the 2015 Notes (as defined below), (ii) the Indenture, dated as of
September 1, 2017 (as it may be supplemented and amended in accordance with its terms, the
“2017 Indenture”), with respect to the 2017 Notes (defined below), and (iii) the Indenture, dated
as of December 1, 2017 (as it may be supplemented and amended in accordance with its terms,
the “2017B Indenture” and, together with the 2015 Indentures and the 2017 Indenture, the
“Note Indentures”) with respect to the 2017B Notes (as defined below), each between the Note
Trustee and the California Public Finance Authority (the “Authority”), and U.S. Bank National
Association, a national banking association organized and existing under the laws of the United
States of America, as master trustee (together with its successors in such capacity, the “Master
Trustee”) pursuant to the Master Indenture of Trust, dated as of December 1, 2001 (as
supplernented and amended in accordance with its terms, the “Master Indenture”), between the
Corporation, the Initial Members (as defined therein) and the Master Trustee.

RECITALS

A, The Authority and the Corporation have entered into four Loan Agreements as
identified on the attached Schedule B (as the same may be amended, restated, supplemented, or
otherwise modified from time to time as permitted hereunder, the “2015 Loan Agreements”)
with respect to the Series 2015A Notes in the original principal amount of $60 Million (the
“2015A4 Notes™), the Series 2015B Notes in the original principal amount of $45 Million (the
“2015B Notes”), the Series 2015C Notes in the original principal amount of $10 Million (the
“2015C Notes™), and the Series 2015D Notes in the original principal amount of $45 Million
(the “2015D Notes™, and collectively, the #2015 Notes”) and one Loan Agreement as identified
on the attached Schedule B (as the same may be amended, restated, supplemented, or otherwise
modified from time to time as permitted hereunder, the “2017 Loan Agreement”) with respect to
the Series 2017 Notes in the original principal amount of $21 Million (the “2017 Notes”) and are
expected to enter into one Loan Agreement identified on the attached Schedule B (as the same
may be amended, restated, supplemented, or otherwise modified from time to time as permitted
hereunder, the “2017B Loan Agreement” and, together with the 2015 Loan Agreements and
2017 Loan Agreement, the “Loan Agreements”) with respect to the 2017B Notes in the original
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principal amount of $21 Million (the “2017B Notes” and, together with the 2015 Notes and the
2017 Notes, the “Notes™), pursuant to which, among other things, the Authority has made or has
agreed to make, subject to the terms and conditions set forth in the Loan Agreements, loans and
financial accommodations to the Corporation to be used for refinancing, working capital and
other purposes for each Obligor and certain affiliates. All of the Corporation’s Obligations (as
defined in the Loan Agreements) are secured by liens on and security interests in certain property
of the Corporation and the Obligors (the “Note Collateral”) as set forth in Schedule C, and are
further secured by certain obligations (the “M7TT Note Obligations”) issued under the Master
Indenture pursuant to the Supplemental Master Indentures for the MTI Note Obligations as set
forth in Schedule D.

B. The Obligors listed in Schedule C entered into Security Agreements with the
Note Trustee, dated as of December 14, 2015 in connection with the 2015 Notes and amended
and restated those Security Agreements, dated as of September 1, 2017 in connection with, and
to include, the 2017 Notes, and amended and restated those Security Agreements, dated as of
December 1, 2017 in connection with, and to include, the 2017B Notes (as the same may be
amended, restated, supplemented or otherwise modified from time to time as permitted
hereunder, the “Security Agreements”) as set forth in Schedule E. All of the Corporation’s
obligations pursuant to the Loan Agreements are secured by the accounts receivable of the
Obligors listed on Schedule C.

C. The' Corporation, on behalf of each of St. Francis Medical Center and Saint
Louise Regional Hospital have executed and delivered the St. Francis Deeds of Trust and the
Saint Louise Deed of Trust, respectively, on certain of their respective real and personal property
as set forth in Schedule C and have delivered to the Note Trustee Subordination Agreements
executed by the Master Trustee relating to the Master Trustee’s liens on such real and personal
property. All of the Corporation’s obligations pursuant to the Loan Agreements are secured by
these Deeds of Trust on a senior lien basis in accordance with the related Subordination
Agreements.

D. The Note Collateral (as defined in Schedule C) was granted as an inducement to
and as one of the conditions precedent to the agreement of the Corporation and the Authority to
consummate the transactions contemplated by the 2015 Loan Agreements. The purchasers of the
2015 Notes (the “2015 Holders”) required the execution and delivery of the Original Agreement
by the Master Trustee, the 2015 Trustee and the Obligors in order to set forth the relative rights
and priorities of the Note Trustee and Master Trustee under the 2015 Note Documents (as
defined below) and the Master Indenture.

E. The Note Collateral (as defined in Schedule C) was granted as an inducement to
and as one of the conditions precedent to the agreement of the Corporation and the Authority to
consummate the transactions contemplated by the 2017 Loan Agreement. The purchasers of the
2017 Notes (the “2017 Holders”) required the execution and delivery of the First Amended and
Restated Intercreditor Agreement by the Master Trustee, the Note Trustee and the Obligors in
order to set forth the relative rights and priorities of the Note Trustee, as trustee for the holders of
the 2015 Notes and the 2017 Notes, and Master Trustee under the Note Documents (as defined
below) and the Master Indenture.
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F. The Note Collateral (as defined in Schedule C} is granted as an inducement to
and as one of the conditions precedent to the agreement of the Corporation and the Authority to
consummate the transactions contemplated by the 2017B Loan Agreement. The purchasers of the
2017B Notes (the “2017B Holders” and, together with the 2015 Holders and the 2017 Holders,
the “Note Holders”) required the execution and delivery of this Agreement by the Master
Trustee, the Note Trustee and the Obligors in order to set forth the relative rights and priorities of
the Note Trustee, as trustees for the holders of the 2015 Notes, the 2017 Notes and the 2017B
Notes, and Master Trustee under the Note Documents (as defined below) and the Master
Indenture.

G. The 2015 MTI Obligations have been executed by the Corporation, authenticated
by the Master Trustee and delivered to the 2015 Trustee for the benefit'of the 2015 Holders as
additional security for the obligations of the Corporation under the 2015 Loan Agreements; the
2017 MTI Obligation has been executed by the Corporation, authenticated by the Master Trustee
and delivered to the 2017 Trustee for the benefit of the 2017 Holders as additional security for
the obligations of the Corporation under the 2017 Loan Agreement; and the 2017B MTI
Obligation has been executed by the Corporation, authenticated by the Master Trustee and
delivered to the 2017B Trustee for the benefit of the 2017B Holders as additional security for the
obligations of the Corporation under the 2017B Loan Agreement. Pursuant to the MTI Note
Obligations and the Master Indenture, the MTI Note Obligations are secured under the Master
Indenture on equal rank without preference, priority or distinction of any Obligation issued under
the Master Indenture over any other such Obligations (the “MTI Collateral”). The MTI
Collateral includes a pledge of the Gross Revenues (as defined in the Master Indenture) of the
Obligated Group which includes accounts receivable.

H. Pursuant to Section 5.01(B) of each of the 2015 Indenture and the 2017 Indenture,
the Authority has assigned to the 2015 Trustee or 2017 Trustee, as applicable, for the benefit of
the Holders from time to time of the respective Notes, its security interest in the Note Collateral
which has been pledged to the Authority to support the obligations of the Corporation in the
2015 Loan Agreements and the 2017 Loan Agreement, as applicable.

L As of the issuance of the 2017B Notes, the Obligations Outstanding under the
Master Indenture secure the repayment ofi (i) the 2005A Bonds in the outstanding principal
amount of $246,345,000, the 2005G Bonds in the outstanding principal amount of $10,855,000,
the 2005H Bonds in the outstanding principal amount of $8,985,000 (total outstanding principal
amount of 2005 Bonds is $266,185,000) (collectively, the “2005 Bonds™), (ii) the 2015 Notes,
(iii) the 2017 Notes, and (iv) the 20178 Notes.

J. The 2005 Bonds aré subject, under certain circumstances, to certain Remediation
Requirements pursuant to the provisions of the Internal Revenue Code as indicated in the Tax
Certificates for the 2005 Bonds. In the event of an action which results in the need for a
‘remediation of certain outstanding 2005 Bonds, the Authority or the Corporation will seek an
opinion of Nationally Recognized Bond Counsel as to what application of the amount of
proceeds of any sale or disposition of the applicable property financed by the 2005 Bonds is
required in connection with the applicable change in use of any bond financed property. The
2005 Bonds are callable at par as of July 1, 2015,
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K. The Master Indenture contains certain covenants as to Additional Indebtedness
(Sec 3.05) and Against Encumbrances (Sec 3.04).

L. The 2015 Notes and the 2017 Notes were, and the 2017B Notes are, issued as
Additional Indebtedness in accordance with the provisions of Sec 3.05(d) of the Master
Indenture as certified by the Chief Financial Officer of the Corporation.

M.  The liens supporting the 2015 Notes and the 2017 Notes were, and the liens
supporting the 2017B Notes are, granted as Permitted Liens: 1) pursuant to subsection (m) of the
defined term Permitted Liens as to the grant of liens on accounts receivable as certified by the
Vice President and Treasurer of the Corporation; and 2) pursuant to subsection (q) of the defined
term Permitted Liens as to the Deeds of Trust and the security interest in the Property related
thereto as certified by the Vice President and Treasurer of the Corporation.

N. Pursuant to Section 3.04(d) of the Master Indenture, the Master Trustee is directed
to execute and deliver a reasonably requested subordination in connection with the grant of a
Permitted Lien.

NOW, THEREFORE, in order to induce the 2017B Holders to purchase the 2017B
Notes and the Note Trustee and the Authority to consummate the transactions contemplated by
the 2017B Loan Agreement, and for other good and valuable consideration, the receipt and
sufficiency of which hereby are acknowledged, the parties hereto hereby agree as follows:

1. Definitions.

(a) As used herein, capitalized terms shall have the meanings given to
them in the Loan Agreements, the Indentures, the Master Indenture, the Security
Agreements, the Deeds of Trust and the Subordination Agreements executed in
connection with the Deeds of Trust, except as otherwise defined herein or as the context
otherwise requires.

(b)  Any term used in the Uniform Commercial Code as adopted in the
State of California, as it may hereafter be amended (“UUCC”) and not defined in this
Agreement or in the documents set forth in subsection (a) above has the meaning given to
the term in the UCC.

“Bankruptcy Code” means Title 11 of the United States Code, as amended from time to
time, and any successor statute and all rules and regulations promulgated thereunder.

“Deeds of Trust” means, collectively, the St. Francis Deeds of Trust and the Saint Louise
Deed of Trust.

“Lien” means any lien, security interest, pledge, bailment, mortgage, hypothecation, deed
of trust, conditional sales and title retention agreement (including any lease in the nature thereof),
charge, encumbrance or other similar arrangement or interest in real or personal property, now
owned or hereafter acquired, whether such interest is based on common law, statute or contract.
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“Nationally Recognized Bond Counsel” means Squire Patton Boggs (US) LLP or any
other bond counsel firm with a national reputation for delivering opinions with respect to the tax-
exemption of interest on municipal bonds for federal income tax purposes that is retained by the
Corporation or the Authority for the purpose of rendering an opinion as to Remediation
Requirements.

“Note Docaments” means, collectively, the 2015 Note Documents, the 2017 Note
Documents and the 2017B Note Documents, and all other agreements, documents and
instruments executed from time to time in connection therewith, as the same may be amended,
supplemented or otherwise modified from time to time.

“Person™ means any natural person, corporation, general or limited partnership, limited
liability company, firm, trust, association, government, governmental agency or other entity,
whether acting in an individual, fiduciary or other capacity.

“Priority Assets” means the assets constituting the Note Collateral identified on
Schedule C hereto.

“Priority Lien” means the Lien on the Priority Assets.

“Proceeding” means any voluntary or involuntary insolvency, bankruptcy, receivership,
custodianship, liquidation, dissolution, reorganization, assignment for the benefit of creditors,
appointment of a custodian, receiver, trustee or other officer with similar powers or any other
proceeding for the liquidation, dissolution or other winding up of a Person.

“Remediation Requirements” mean those certain requitements for remediation of the
2005 Bonds to the extent arising from the ownership or use of Priority Assets financed or
refinanced with proceeds of the 2005 Bonds, as set forth in the Tax Certificates executed in
connection with the 2005 Bonds and as to any specific instance addressed in the opinion of
Nationally Recognized Bond Counsel.

“St, Francis Deeds of Trust” means (a) that certain Second Amended and Restated Deed
of Trust With Fixture Filing and Security Agreement telating to 3630 East Imperial Highway,
Lynwood, California, dated as of December 28, 2017, executed by the Corporation on behalf of
St. Francis Medical Center, as trustor, in favor of Chicago Title Company, as trustee for the
benefit of each trustee for the Notes, as trustee for the holders of the Notes, as beneficiaries, as
originally executed and as it may from time to time be supplemented, modified or amended in
accordance with the terms thereof; (b) that certain Second Amended and Restated Deed of Trust
With Fixture Filing and Security Agreement relating to 2700 E. Slauson Avenue, Huntington
Park, California, dated as of December 28, 2017, executed by the Corporation, on behalf of St.
Francis Medical Center, as trustor, in favor of Chicago Title Company, as trustee for the benefit
of each trustee for the Notes, as trustee for the holders of the Notes, as beneficiaries, as originally
executed and as it may from time to time be supplemented, modified or amended in accordance
with the terms thereof; and (c) that certain Second Amended and Restated Deed of Trust With
Fixture Filing and Security Agreement relating to 5953 Atlantic Blvd. (also known as 3931 and
5957 Atlantic Blvd, including surface parking), Maywood, California, dated as of December 28, .
2017, executed by the Corporation, on behalf of St. Francis Medical Center, as trustor, in favor
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of Chicago Title Company, as trustee for the benefit of each trustee for the Notes, as trustee for
the holders of the Notes, as beneficiaries, as originally executed and as it may from time to time
be supplemented, modified or amended in accordance with the terms thereof.

“Saint Louise Deed of Trust” means that certain Amended and Restated Deed of Trust
With Fixture Filing and Security Agreement relating to 9400 No Name Uno, Gilroy, California,
dated as of December 28, 2017, executed by the Corporation on behalf of Saint Louise Regional
Hospital, as trustor, in favor of Chicago Title Company, as trustee for the benefit of each trustee
for the Notes, as trustee for the holders of the Notes, as beneficiaries, as originally executed and
as it may from time to time be supplemented, modified or amended in accordance with the terms
thereof.

“2015 Note Documents” means the 2015 Notes, the 2015 Loan Agreements, the 2015
Indentures, the Security Agreements, the Deeds of Trust, the Subordination Agreements
executed in connection with the Deeds of Trust, this Agreement, and all other agreements,
documents and instruments executed from time to time in connection therewith, as the same may
be amended, supplemented or otherwise modified from time to time.

“2017 Note Documents” means the 2017 Notes, the 2017 Loan Agreement, the 2017
Indenture, the Security Agreements, the Deeds of Trust, the Subordination Agreements executed
in connection with the Deeds of Trust, this Agreement, and all other agreements, documents and
instruments executed from time to time in connection therewith, as the same may be amended,
supplemented or otherwise modified from time to time.

“2017B Note Documents” means the 2017B Notes, the 2017B Loan Agreement, the
2017B Indenture, the Security Agreements, the Deeds of Trust, the Subordination Agreements
executed in connection with the Deeds of Trust, this Agreement, and all other agreements,
documents and instruments executed from time to time in connection therewith, as the same may
be amended, supplemented or otherwise modified from time to time.

2. Subordination.

2.1 Subordination_of Master Trustee’s Lien to Priority Lien. Each Party
covenants and agrees, and the Master Trustee covenants and agrees, notwithstanding anything to
the contrary contained in the Master Indenture or any of the documents related to the Master
Indenture or as a matter of law, that in or outside of any Proceeding any Lien of the Master
Trustee with respect to the property constituting Priority Assets shall be and is hereby expressly
made subordinate, to the extent and in the manner hereinafter set forth, to the Lien of the Note
Trustee in such Priority Assets (whether or not such Lien of the Note Trustee is a perfected
Lien). Trrespective of the timing of such acquisition, each Note Holder shall be deemed to have
acquired its Notes in reliance upon the provisions contained in this Agreement. Each Party,
including the Note Trustee, covenants and agrees that notwithstanding the Priority Lien in the
Priority Assets granted to the Note Trustee, the application of amounts subject to such Priority
Lien shall be subject to the Remediation Requirements as set forth herein, and each Party,
including the Master Trustee, covenants and agrees that the existence of the Remediation
Requirements and the provisions hereof with respect thereto shall not in any manner affect the
existence of a first Priority Lien to the Note Trustee in the Priority Assets and that any proceeds
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of the Priority Assets or the Note Collateral that, in accordance with the terms hereof, are applied
to the Remediation Requirements shall not be deemed to have been applied to or reduce in any
manner the payment obligations of the Corporation or the Obligors under the Note Documents or
the MTI Note Obligations. Without limiting the foregoing, notwithstanding the date, time,
manner or order of grant, attachment or perfection of any Liens and security interests of the
Master Trustee in the Note Collateral, until the principal of, interest on and premium, if any, on
the Notes have been indefeasibly paid in full in cash, any Liens and security interests of the
Master Trustee in the Note Collateral which may exist from time to time (whether the same exist
on the date hereof or otherwise) shall be and hereby are subordinated for all purposes and in all
respects to the Priority Liens and security interests of the Note Trustee in the Note Collateral.

2.2 Incorrect Payments. In the event that, notwithstanding the provisions of
this Agreement, the Master Trustee receives any payment of any kind or character, whether in
cash, property, or securities, in violation of the terms of this Agreement, such payment shall be
delivered forthwith to the Note Trustee for application to the payment of the 2015 Notes, 2017
Notes or 20178 Notes, as applicable, to the extent necessary to pay or defease all 2015 Notes,
2017 Notes or 2017B Notes, as applicable, in full or otherwise held or applied pursuant to this
Agreement. The Note Trustee is irrevocably authorized and appointed attorney-in-fact for the
Master Trustee to supply any required endorsement or assignment. Until so delivered, any such
payment or collateral shall be held by the Master Trustee in trust for the Note Trustee and shall
not be commingled with other funds or property of the Master Trustee.

2.3  No Contest of Priority Liens and Security Interests. The Master
Trustee, on behalf of itself and the Holders of all outstanding Obligations under the Master
Indenture, agrees that it will not, and will not cause or support any other Person to, at any time
contest, seek to avoid or subordinate the validity, perfection, priority, extent or enforceability of
the Notes, the Note Documents, this Agreement or any Liens and security interests of the Note
Trustee in the Note Collateral securing the Notes.

24  Unconditional Subordination. No action which the Note Trustee may
take or omit to take in connection with any of the Note Documents or the MTI Note Obligations,
any of the Notes, or any security therefor, and no course of dealing of the Note Trustee with any
Obligor, the Master Trustee, or any other Person, shall release or diminish the Master Trustee’s
obligations, liabilities, agreements or duties hereunder, affect this Agreement in any way, or
afford the Master Trustee any recourse against the Note Trustee, regardless of whether any such
action or inaction may increase any risks to or liabilities of the Note Trustee, the Master Trustee
or any Obligor or increase any risk to or diminish any safeguard of any security. Without
limiting the foregoing, the Master Trustee hereby expressly agrees that the Note Trustee may,
from time to time, without notice to or the consent of the Master Trustee:

I amend, change or modify, in whole or in part, any one or more of the Note
Documents and give or refuse to give any waivers or other indulgences with respect thereto;

ii. neglect, delay, fail, or refuse to take or prosecute any action for the collection or
enforcement of any of the obligations of the Obligors under the Note Documents or the MTI
Note Obligations, to (i) foreclose or take or prosecute any action in connection with the Note
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Documents, (ii) bring suit against an Obligor or any other Person, or (iii) take any other action
concerning the Notes, the Note Documents or the MTI Note Obligations;

iii. accelerate, change, rearrange, extend, or renew the time, terms, or manner for
payment or performance of any one or more of the obligations of the Obligors under the Note
Documents or the MTI Note Obligations;

iv. compromise or settle any unpaid or unperformed obligations of the Obligors
under the Note Documents or the MTI Note Obligations;

v, take, exchange, amend, eliminate, surrender, release, or subordinate any or all
security for any or all of the obligations of the Obligors under the Note Documents or the MTI
Note Obligations, accept additional or substituted security therefor, or perfect or fail to perfect
the Note Trustee’s rights in any or all security;

Vi, discharge, release, substitute or add obligors with respect to the obligations of the
Obligors under the Note Documents or the MTI Note Obligations; and

vii.  apply all monies received from the Authority, the Obligors or others, or from any
security for any of the Note Documents, as the Note Trustee may determine to be in its best
interest, without in any way being required to apply all or any part of such monies upon any
particular Notes.

No change of law or circumstances shall release or diminish the Master Trustee’s
obligations, liabilities, agreements, or duties hereunder, affect this Agreement in any way, or
afford the Master Trustee any recourse against the Note Trustee. Without limiting the foregoing,
no obligations, liabilities, agreements, or duties of the Master Trustee under this Agreement shall
be released, diminished, impaired, reduced, or affected by the occurrence of any of the following
from time to time, even if occurring without notice to or without the consent of the Master
Trustee:

i any Proceeding or any discharge, impairment, modification, release, or limitation
of the liability of, or stay of actions or lien enforcement proceedings against, any properties of
any Obligor, or the estate in bankruptcy of any Obligor in the course of or resulting from any
such Proceedings,

ii. the fajlure by the Note Trustee to file or enforce a claim in any Proceeding
described in the immediately preceding clause (i) or to take any other action in any Proceeding to
which any Obligor is a party;

iii. the release by operation of law of any Obligor from any of its obligations under
the Note Documents or the MTI Note Obligations or any other obligations to the Note Trustee;

iv. the invalidity, deficiency, illegality, or unenforceability of any of the Note
Documents or the obligations of the Obligors under the Note Documents or the MTI Note
Obligations, in whole or in part, any bar by any statute of limitations or other law of recovery on
any of the obligations of the Obligors under the Note Documents or the MTI Note Obligations,
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or any defense or excuse for failure to perform on account of force majeure, act of God, casualty,
impossibility, impracticability, or other defense or excuse whatsoever;

V. the failure of the Note Trustee or any other Person to sign any instrument or
agreement; and

Vi, without limiting any of the foregoing, any fact or event (whether or not similar to
any of the foregoing) which in the absence of this provision would or might constitute or afford a
legal or equitable discharge or release of or defense other than the actual payment of the
obligations of the Obligors under the Note Documents or the MTI Note Obligations and the
performance by the Master Trustee under this Agreement.

2.5  Requirement of Notice. The Master Trustee agrees to notify the Note
Trustee promptly upon obtaining knowledge of the happening of any of the following: (i) the
occurrence of any default or event of default under the Master Indenture; (ii) the waiver by the
Master Trustee of any default or event of default under the Master Indenture; or (iii) the exercise
of any remedies under the Master Indenture. The Note Trustee agrees to notify the Master
Trustee promptly upon obtaining knowledge of the happening of any of the following: (i) the
occurrence of any event of default under any of the Note Documents; (ii) the waiver by the Note
Trustee of any event of default under any of the Note Documents; or (iii) the exercise of any
remedies under the Note Documents. Failure to provide any notice required hereby shall not
affect the subordination of the Master Trustee’s Lien in the Priority Assets effected hereby.

3. Intercreditor Provisions.

3.1  Marshaling and_Similar Rights. In foreclosing or realizing on any
Priority Assets, the Note Trustee may proceed in any manner and in any order which the Note
Trustee, in its sole discretion, shall choose, even though a higher price might have been realized
if the Note Trustee had proceeded to foreclose or realize on its security interests in another
manner or order. The Note Trustee shall not be required to marshal its claims against one or
more assets securing the Notes.

3.2 Rights of Note Trustee under the MTI Note Obligations. The Note
Trustee is the holder of MTI Note Obligations for all Notes and is entitled to enforce payment
and performance of the MTI Note Obligations and to exercise all rights and powers given to it
under any of the Note Documents.

3.3 Specific Performance. The Note Trustee is hereby authorized to demand
specific performance of this Agreement at any time when the Master Trustee shall have failed to
comply with any provision hereof. The Master Trustee hereby irrevocably waives any defenses
based on the adequacy of a remedy at law which might be asserted as a bar to the action of the
Note Trustee.

3.4  No Duties. The Master Trustee hereby agrees that (i) the Note Trustee
shall not have any responsibility or duty to the Master Trustee with respect to any of the Priority
Assets except for such duties as are imposed by law and which cannot be waived by agreement,
and (ii) the Note Trustee shall be free to take or omit to take any and all such action with respect
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to the Priority Assets as it may so choose, without consent by the Master Trustee and without
regard to or consideration of the interests of the Master Trustee or the holders of the 2005 Bonds.

4. Representations and Warranties.

4.1 Representations and Warranties _of Master Trustee. The Master
Trustee hereby represents and warrants to the Note Trustee that (a) it is a duly formed and
validly existing national bank; (b) it has the power and authority to enter into, execute, deliver
and carry out the terms of this Agreement, all of which have been duly authorized by all proper
and necessary action; (c) the execution of this Agreement by it will not violate or conflict with its
organizational documents, the Master Indenture or any other material agreement binding upon it
or any law, regulation or order or require any consent or approval which has not been obtained;
and (d) this Agreement is the legal, valid and binding obligation of it, enforceable against it in
accordance with its terms, except as such enforceability may be limited by applicable
bankruptcy, insolvency, reorganization, moratorium or similar laws affecting the enforcement of
creditors’ rights generally and by equitable principles.

42  Representations_and Warranties of the Note Trustee. The Note
Trustee hereby represents and warrants to the Master Trustee that as of the date hereof: (a) it is a
duly formed and validly existing national bank; (b) it has the power and authority to enter into,
execute, deliver and carry out the terms of this Agreement, all of which have been duly
authorized by all proper and necessary action; (c) the execution of this Agreement by it will not
violate or conflict with its organizational documents, any material agreement binding upon it or
any law, regulation or order or require any consent or approval which has not been obtained; and
(d) this Agreement is the legal, valid and binding obligation of it, enforceable against it in
accordance with its terms, except as such enforceability may be limited by applicable
bankruptey, insolvency, reorganization, moratorium or similar laws affecting the enforcement of
creditors’ rights generally or by equitable principles.

5. Remediation Requirements. The Corporation and the Obligors hereby represent
that (i) in the event of foreclosure, deed in licu of foreclosure or other disposition or transfer of
the St. Francis Medical Center property located at 3630 East Imperial Highway, Lynwood, CA to
an entity that is not a non-federal governmental entity or an exempt entity under Section
501(c)(3) using the applicable property in a manner that does not constitute unrelated business
use, or private use, the amount of proceeds that may be required to be applied pursuant to the
Remediation Requirements for the principal amount of the 2005 Bonds shall not exceed
$68,000,000 plus outstanding interest on such allocable 2005 Bonds as of the date of
Remediation, (ii) in the event of foreclosure, deed in lieu of foreclosure or other disposition or
transfer of the Saint Louise Regional Hospital property located at 9400 No Name Uno, Gilroy,
CA to an entity that is not a non-federal governmental entity or an exempt entity under Section
501(c)(3), using the applicable property in a manner that does not constitute unrelated business
use, or private use, the maximum amount of proceeds that may be required to be applied
pursuant to the Remediation Requirements for the principal amount of the 2005 Bonds shall not
exceed $5,500,000 plus outstanding interest on such allocable 2005 Bonds as of the date of
Remediation, and (iii) there are no Remediation Requirements with respect to the properties
located at 2700 E. Slauson Avenue, Huntington Park, CA and 5957 Atlantic Blvd., Maywood,
CA. In the event of a foreclosure, deed in lieu of foreclosure or other disposition or transfer
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described in clauses (i) or (ii) of the preceding sentence, the actual amount required to be applied
to Remediation Requirements shall be as set forth in an opinion of Nationally Recognized Bond
Counsel addressed to the Trustee for the 2005 Bonds (the “2005 Trustee”) and the Note Trustee,
but shall not exceed the maximum amounts set forth in the preceding sentence. Until the date of
receipt by the 2005 Trustee and the Note Trustee of such an opinion setting forth the amount
required to be applied to Remediation Requirements in the event the Note Trusiee receives cash
proceeds from such event or transaction, the Note Trustee agrees to segregate the lesser of such
cash proceeds received under (i) or (ii), as applicable, or the amount referenced in clause (i) or
(ii) above, as applicable (as applicable, the “Potential Remediation Amoeunts”) and not to apply
any Potential Remediation Amounts to the payment of the Notes or for any other purpose. Upon
receipt of an opinion of Nationally Recognized Bond Counsel addressed to the 2005 Trustee and
the Note Trustee stating that a specified amount of a Potential Remediation Amount must be
applied to Remediation Requirements for the 2005 Bonds in order to preserve the tax-exemption
of interest on the 2005 Bonds and when so applied will preserve the tax-exemption of interest on
the 2005 Bonds, the Note Trustee shall transfer such specified amount of cash proceeds to the
2005 Trustee for application as required by such opinion of Nationally Recognized Bond
Counsel, and the balance, if any, of such Potential Remediation Amounts thereafter may be
applied by the Note Trustee without regard to the Remediation Requirements. The Note Trustee
agrees that unless the Note Trustee and 2005 Trustee have received an opinion of Nationally
Recognized Bond Counsel addressed to the Note Trustee and the 2005 Trustee stating that such
action will not adversely affect the tax-exemption of interest on the 2015 Bonds, no foreclosure,
deed in lieu of foreclosure or other disposition or transfer to an entity that is not a non-federal
governmental entity or an exempt entity under Section 501(¢)(3) using the applicable property in
a manner that does not constitute unrelated business use, or private use shall be consummated by
the Note Trustee other than in a transaction in which the consideration received is exclusively
cash within the meaning of 26 CFR 1.141-12(d)(2). The Note Trustee agrees that no foreclosure,
deed in lieu of foreclosure or other disposition or transfer to an entity that is a non-federal
governmental entity or an exempt entity under Section 501(c)(3) shall be consummated by the
Note Trustee unless the Note Trustee and the 2005 Trustee have received an opinion of
Nationally Recognized Bond Counsel addressed to the Note Trustee and the 2005 Trustee stating
that either (a) anticipatory remedial action within the meaning of 26 CFR 1.141-12(d)(3) has
occurred with respect to the 2005 Bonds, or the 2005 Trustee has received cash and instructions
as to the application thereof to the redemption of 2005 Bonds in a manner that will constitute
anticipatory remedial action within the meaning of 26 CFR 1.141-12(d)(3), such that the
applicable foreclosure, deed in lieu of foreclosure or other disposition or transfer will not
adversely affect the tax-exemption of interest on the 2005 Bonds irrespective of the subsequent
use or ownership of the transferred property or (b) the applicable transferce has delivered
covenants, with respect to which the 2005 Trustee is a third party beneficiary, as to the use and
ownership of such property by such transferee and any further transferee thereof in a manner
consistent with the preservation of the tax-exemption of interest on the 2005 Bonds.

6. Entire _Agreement; Modification. This Agreement evidences the entire
agreement of the parties regarding the ordering of interests set forth herein, and all prior oral
discussions and writings are merged into this Agreement. Any modification or waiver of any
provision of this Agreement, or any consent to any departure by any party from the terms hereof,
shall not be effective in any event unless the same is in writing and signed by the Note Trustee,
the Master Trustee and the Corporation, and then such modification, waiver or consent shall be
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effective only in the specific instance and for the specific purpose given. Any notice to'or
demand on any party hereto in any event not specifically required hereunder shall not entitle the
party receiving such notice or demand to any other or further notice or demand in the same,
similar or other circumstances unless specifically required hereunder.

7. Further Assurances. Each party to this Agreement will promptly execute and
deliver such further instruments and agreements and do such further acts and things as may be
reasonably requested in writing by any other party hereto that may be necessary or desirable in
order to effect fully the purposes of this Agreement.

8. Notices. Unless otherwise specifically provided herein, any notice delivered
under this Agreement shall be in writing addressed to the respective party as set forth below and
may be personally served, telecopied or sent by overnight courier service or certified or
registered United States mail and shall be deemed to have been given (a) if delivered in person,
when delivered; (b) if delivered by telecopy or electronic mail, on the date of transmission if
transmitted on a Business Day before 12:00 p.m. (California time) or, if not, on the next
succeeding Business Day; (c) if delivered by overnight courier, one Business Day after delivery
to such courier properly addressed; or (d) if by United States mail, four Business Days after
deposit in the United States mail, postage prepaid and properly addressed.

Notices shall be addressed as follows:

If to the Master Trustee:

U.S. Bank National Association

633 West Fifth Street, 24th Floor

Los Angeles, CA 90071

Attn: Global Corporate Trust Services

with copies to (which shall not constitute notice):

U.S. Bank National Association

2300 W. Sahara, Suite 200
LM-NV-NFC2

Las Vegas, NV §9102

Attn: Global Corporate Trust Services

and to:

Mintz, Levin, Cohn, Fertis, Glovsky and Popeo, P.C.
One Financial Center

Boston, MA 02111

Attn: Len Weiser-Varon, Esq.
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If to the Corporation or any Qbligor:

Verity Health System of California, Inc.
203 Redwood Shores Parkway, Suite 800
Redwood City, CA 94065

Attn: Chief Financial Officer

with copies to (which shall not constitute notice):

Squire Patton Boggs

275 Battery Street, Suite 2600
San Francisco, CA 94111
Attn: Robyn Helmlinger

If to Note Trustee:

U.S. Bank National Association

633 West Fifth Street, 24th Floor

Los Angeles, CA 90071

Attn: Global Corporate Trust Services

with copies to (which shall not constitute notice):

Dorsey & Whitney LLP

600 Anton Boulevard

Suite 2000

Costa Mesa, CA 92626-7655
Attn: Dennis Wong

or in any case, to such other address as the party addressed shall have previously designated by
written notice to the serving party, given in accordance with this Section 8.

9. Successors and Assigns. This Agreement shall inure to the benefit of, and shall
be binding upon, the respective successors and assigns of the Note Trustee, the Master Trustee,
the Corporation or any other Obligor. To the extent permitted under the Note Documents, the
Note Holders may, from time to time, without notice to the Master Trustee, assign or transfer any
or all of the Notes or any interest therein to any Person and, notwithstanding any such
assigniment or transfer, or any subsequent assignment or transfer, the Notes shall, subject to the
terms hereof, be and remain Notes for purposes of this Agreement, and every permitted assignee
or transferee of any of the Notes or of any interest therein shall, to the extent of the interest of
such permitted assignee or transferee in the Notes, be entitled to rely upon and be the third party
beneficiary of the subordination provided under this Agreement and shall be entitled to enforce
the terms and provisions hereof to the same extent as if such assignee or transferee were initially
a party hereto. The 2005 Trustee, on behalf of the holders of the 2005 Bonds, shall be a third
party beneficiary of Section 5 hereof, and neither such Section 5 nor this sentence shall be
amended, modified or waived without the consent of the 2005 Trustee.
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10.  Relative Rights. This Agreement shall define the relative rights of the Note
Trustee on the one hand and the Master Trustee on the other hand. Nothing in this Agreement
shall (a) impair, as among the Corporation, the Master Trustee and the Note Trustee and as
between the Corporation and the Master Trustee, the obligation of the Corporation or any other
Obligor with respect to the payment of the Notes in accordance with their respective terms or (b)
affect the relative rights of the Note Trustee or the Master Trustee with respect to any other
creditors of the Corporation.

11.  No Waiver. Notwithstanding any other provision of this Agreement, nothing in
this Agreement shall constitute a waiver of any rights any Holder may have, or any duties the
Master Trustee may have, to direct or take any action permitted or required by the Master
Indenture, in the event that any amendment, change or modification to any one or more of the
Note Documents or any calculation of the amount described in subsection (m) or (q) of the
defined term Permitted Lien causes any portion of the Priority Lien not to be a Permitted Lien.

12.  Headings. The paragraph headings used in this Agreement are for convenience
only and shall not affect the interpretation of any of the provisions hereof.

13.  Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the
same instrument. Delivery of an executed counterpart of a signature page of this Agreement by
facsimile or in electronic (i.e., “pdf” or “tif””) format shall be effective as delivery of a manually
executed counterpart of this Agreement.

14.  Severability. In the event that any provision of this Agreement is deemed to be
invalid, illegal or unenforceable by reason of the operation of any law or by reason of the
interpretation placed thereon by any court or governmental authority, the validity, legality and
enforceability of the remaining provisions of this Agreement shall not in any way be affected or
impaired thereby, and the affected provision shall be modified to the minimum extent permitted
by law so as most fully to achieve the intention of this Agreement.

15. Continuation of Subordination; Termination of Agreement. This Agreement
is a continuing agreement of subordination pursuant to its terms and in accordance with Section
510(a) of the Bankruptcy Code and shall remain in full force and effect until (i) the indefeasible
payment in full in cash of the principal of, interest on and premium, if any, on the Notes, and (ii)
the documents and instruments evidencing the Notes have been terminated or performed, in each
case in accordance with their respective terms after which this Agreement shall terminate
without further action on the part of the parties hereto. The liability and obligations of the Master
Trustee hereunder shall be reinstated and revived and the Note Trustee’s rights shall continue,
with respect to any amount at any time paid on account of the Notes which shall thereafter be
required to be restored or returned by the Note Trustee in any Proceeding (including, without
limitation, any repayment made pursuant to any provision of Chapter 11 of the Bankruptcy Code,
or with respect to any fraudulent transfer or conveyance law), all as though such amount had not
been paid. Master Trustee hereby acknowledges that the provisions of this Agreement are
intended to be enforceable at all times, whether before or after the commencement of a
Proceeding, and hereby waives any right it may have under applicable law to revoke this
Agreement or any provisions hereof.

14
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16.  Applicable Law. This Agreement shall be governed by and shall be construed
and enforced in accordance with the internal laws of the State of California, without regard to
conflicts of law principle, but giving effect to federal laws applicable to national banks.

17. CONSENT TO JURISDICTION. EACH OF THE NOTE TRUSTEE, THE
MASTER TRUSTEE, THE CORPORATION AND THE OBLIGORS HEREBY
CONSENTS TO THE JURISDICTION OF THE STATE COURTS OF THE STATE OF
CALIFORNIA AND OF THE FEDERAL COURTS LOCATED IN CALIFORNIA AND
IRREVOCABLY AGREES THAT ALL ACTIONS OR PROCEEDINGS ARISING OUT
OF OR RELATING TO THIS AGREEMENT MAY BE LITIGATED IN SUCH
COURTS. EACH OF THE NOTE TRUSTEE, THE MASTER TRUSTEE, THE
CORPORATION AND THE OBLIGORS EXPRESSLY SUBMITS AND CONSENTS TO
THE JURISDICTION OF THE AFORESAID COURTS AND WAIVES ANY DEFENSE
OF FORUM NON CONVENIENS. EACH OF THE NOTE TRUSTEE, THE MASTER
TRUSTEE, THE CORPORATION AND THE OBLIGORS HEREBY WAIVE
PERSONAL SERVICE OF ANY AND ALL PROCESS AND AGREE THAT ALL SUCH
SERVICE OF PROCESS MAY BE MADE UPON IT BY CERTIFIED OR REGISTERED
MAIL, RETURN RECEIPT REQUESTED, ADDRESSED TO EACH OF THE NOTE
TRUSTEE, THE MASTER TRUSTEE, THE CORPORATION AND THE OBLIGORS
AT THEIR RESPECTIVE ADDRESSES SET FORTH IN THIS AGREEMENT AND
SERVICE SO MADE SHALL BE COMPLETE TEN (10) DAYS AFTER THE SAME
HAS BEEN POSTED.

18. WAIVER _OF JURY TRIAL. TO THE EXTENT PERMITTED BY LAW,
EACH OF THE NOTE TRUSTEE, THE MASTER TRUSTEE, THE CORPORATION AND
THE OBLIGORS HEREBY WAIVES ITS RESPECTIVE RIGHTS TO A JURY TRIAL OF
ANY CLAIM OR CAUSE OF ACTION BASED UPON OR ARISING OUT OF THIS
AGREEMENT. EACH OF THE NOTE TRUSTEE, THE MASTER TRUSTEE, THE
CORPORATION AND THE OBLIGORS ACKNOWLEDGES THAT THIS WAIVER IS A
MATERIAL INDUCEMENT TO ENTER INTO A BUSINESS RELATIONSHIP, THAT
EACH HAS RELIED ON THE WAIVER IN ENTERING INTO THIS AGREEMENT AND
THE NOTE DOCUMENTS AND THAT EACH WILL CONTINUE TO RELY ON THE
WAIVER IN ITS RELATED FUTURE DEALINGS. EACH OF THE NOTE TRUSTEE, THE
MASTER TRUSTEE, THE CORPORATION AND THE OBLIGORS WARRANTS AND
REPRESENTS THAT EACH HAS HAD THE OPPORTUNITY OF REVIEWING THIS JURY
WAIVER WITH LEGAL COUNSEL, AND THAT EACH KNOWINGLY AND
VOLUNTARILY WAIVES ITS JURY TRIAL RIGHTS.

19. NO ORAL AGREEMENTS. THIS AGREEMENT REPRESENTS THE
FINAL AGREEMENT AMONG THE PARTIES AND MAY NOT BE CONTRADICTED
BY EVIDENCE OF PRIOR, CONTEMPORANEOUS OR SUBSEQUENT ORAL
AGREEMENTS AMONG THE PARTIES. THERE ARE NO UNWRITTEN
AGREEMENTS AMONG THE PARTIES,

(The Remainder of this Page Intentionally Left Blank)
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IN WITNESS WHEREOF, the Note Trustee, the Master Trustee, the Corporation and
each other Obligor have caused this Agreement to be executed as of the date first above written,

NOTE TRUSTEE: U.S. BANK NATIONAL ASSOCIATION
- as Note Trustee N

- Y AMML

— Mt Hommej

Vice President Vice President

(Signature Page to Intercreditor Agreement)
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A notary public or other officer completing
this certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that

document.
STATE of CALIFORNIA ) ™
) ss:
COUNTY of LOS ANGELES )

On December 21, 2017, before me, Reuel Espeleta Doce, Notary Public

personally appeared Julia Hommel, who proved to me on the basis of satisfactory evidence to be
the person whose name are subscribed to the within instrument and acknowledged to me that she
executed the same in her authorized capacity, and that by her signature on the instrument the
person, or the entity upon behalf of which the person acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

-

WITNESS my hand and official seal.

Signature: L@m/ (_QM

REUEL ESPELETA DOCE
Commission # 2072580
Notary Public - California %

09999N66481 53v]
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MASTER TRUSTEE: U.S. BANK NATIONAL ASSOCIATION
as Master Trustee

By TpaMAe D

J ufia Hommel
Vice President

(Signature Page to Intercreditor Agreement)
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A notary public or other officer completing
this certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that
document,

STATE of CALIFORNIA
$S:

R

COUNTY of LOS ANGELES

On December 21, 2017, before me, Reuel Espeleta Doce, Notary Public

personally appeared Julia Hommel, who proved to me on the basis of satisfactory evidence to be
the person whose name are subscribed to the within instrument and acknowledged to me that she
executed the same in her authorized capacity, and that by her signature on the instrument the
person, or the entity upon behalf of which the person acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct,

WITNESS my hand and official seal.

Signature: E éé %L/

REUEL ESPELETA DOCE |
Commission # 2072580 k&
Nolary Public - Calitornia ;f;
/ Los Angeles County =

My GComm. Expires Jul 23, 2018

[Seal]

0999996648153v1
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VERITY HEALTH SYSTEM OF
CALIFORNIA, INC.,, a nonprofit corporatlon on
behalf of itself and each Obligor

v Dt

Ty Conner TArA TY Y. Commin, N\
Vice Presiddpt and Treasurer

(Signature Page to Intercreditor Agreement)
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A notary public or other officer completing
this certificate verifies only the identity of the
individual who signed the document to which
this certificate is attached, and not the
truthfulness, accuracy, or validity of that

document,
STATE of CALIFORNIA )

) ) ss:
COUNTY of Sen Mateo )

on ‘& / 20 / £7 2017, before me, Madfhes £, l"(UPpéfNotary Public

personally appeared “T«L H. fomwho proved to me on the basis of satisfactory evidence to
be the person whose nadle is subscrlbed to the within instrument and acknowledged to me that
/She executed the same in héf authorized capacity, and that by his orher” signature on the
instrument the person, or the entity upon behalf of which the person acted, executed the
instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

WITNESS my ha d official seal. g o
Signature: “7 iy

[Seal]

MATTHEW E, HOPPER

COMM. #2169580

Notary Public - California
San Mateo (:uunty

LOuUN
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SCHEDULE A

OBLIGORS

Verity Health System of California, Inc. (the “Corporation”)
O’Connor Hospital

Saint Louise Regional Hospital

Seton Medical Center

St. Francis Medical Center

St. Vincent Medical Center
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SCHEDULE B

2015 LOAN AGREEMENTS

Loan Agreement dated as of December 1, 2015 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
connection with the $60,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 2015A, as amended by the Amendment to
the Loan Agreement dated as of March 2, 2016

Loan Agreement dated as of December 1, 2015 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
connection with the $45,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 2015B, as amended by the Amendment to
the Loan Agreement dated as of March 2, 2016

Loan Agreement dated as of December 1, 2015 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
cornection with the $10,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 2015C (FEDERALLY TAXABLE), as
amended by the Amendment to the Loan Agreement dated as of March 2, 2016

Loan Agreement dated as of December 1, 2015 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
connection with the $45,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 20150, as amended by the Amendment to
the Loan Agreement dated as of March 2, 2016

2017 LOAN AGREEMENT

Loan Agreement dated as of September 1, 2017 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
connection with the $21,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 2017

2017B LOAN AGREEMENT

Loan Agreement dated as of December 1, 2017 between the California Public
Finance Authority and Verity Health System of California, Inc. executed in
connection with the $21,000,000 California Public Finance Authority Revenue
Notes (Verity Health System) Series 2017B

B-1
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SCHEDULE C

NOTE COLLATERAL

“Note Collateral” means:
(m)  Accounts of:

St. Francis Medical Center

St. Vincent Medical Center

O’Connor Hospital

Saint Louise Regional Hospital

Seton Medical Center including Seton Coastside

(Q)  Real property located at, and personal property located at, used in connection with
or otherwise described in the St. Francis Deeds of Trust and Saint Louise Deed of
Trust, respectively, as to the following Property the aggregate Book Value of
which’ Property secured by said Deeds of Trust and created or permitted to exist
pursuant to clause (q) of the definition of Permitted Liens shall not exceed 20% of
the aggregate Book Value of all Property of the Obligated Group:

St. Francis Medical Center
e 3630 East Imperial Highway, Lynwood, CA
e 2700 E. Slauson Avenue, Huntington Park, CA
¢ 5953 Atlantic Bivd., Maywood, CA (also known as 5931 and 5937
Atlantic Blvd., including surface parking)

Saint Louise Regional Hospital
s 9400 No Name Uno, Gilroy, CA

C-1
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SCHEDULE D

MASTER TRUST INDENTURE NOTE OBLIGATIONS

2015 MTI Obligations
Master Trust Indenture Obligation No. 16 in the amount of $60,000,000
Master Trust Indenture Obligation No. 17 in the amount of $45,000,000
Master Trust Indenture Obligation No. 18 in the amount of $10,000,000
Master Trust Indenture Obligation No. 19 in the amount of $45,000,000

2017 MTI Obligation

Master Trust Indenture Obligation No. 21 in the amount of $21,000,000

2017B MTI Obligation

Master Trust Indenture Obligation No. 22 in the amount of $21,000,000

D-1
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SCHEDULE E

SECURITY AGREEMENTS

1. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of O’Connor Hospital, and U.S. Bank National
Association, as Trustee, as assignee under the Loan Agreements between the California
Public Finance Authority and Verity Health System of California, Inc. executed in
connection with the Series 2015 Notes, Series 2017 Notes and Series 2017B Notes.

2. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of Saint Louise Regional Hospital, and U.S. Bank
National Association, as Trustee, as assignee under the Loan Agreements between the
California Public Finance Authority and Verity Health System of California, Inc.
executed in connection with the Series 2015 Notes, Series 2017 Notes and Series 20178
Notes.

3. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of Seton Medical Center, and U.S. Bank National
Association, as Trustee; as assignee under the Loan Agreements between the California
Public Finance Authority and Verity Health System of California, Inc. executed in
connection with the Series 2015 Notes, Series 2017 Notes and Series 2017B Notes.

4. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of Seton Coastside, a division of Seton Medical
Center, and U.S. Bank National Association, as Trustee; as assignee under the Loan
Agreement between the California Public Finance Authority and Verity Health System of
California, Inc. executed in connection with the Series 2017B Notes.

5. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of St. Francis Medical Center, and U.S. Bank
National Association, as Trustee, as assignee under the Loan Agreements between the
California Public Finance Authority and Verity Health System of California, Inc.
executed in connection with the Series 2015 Notes, Series 2017 Notes and Series 2017B
Notes.

6. Second Amended and Restated Security Agreement dated as of December 1, 2017
between the Corporation, on behalf of St. Vincent Medical Center, and U.S. Bank
National Association, as Trustee, as assignee under the Loan Agreements between the
California Public Finance Authority and Verity Health System of California, Inc.
executed in connection with the Series 2015 Notes, Series 2017 Notes and Series 2017B
Notes.

E-1
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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:
2029 Century Park East, Suite 3100, Los Angeles, CA 90067

A true and correct copy of the foregoing document entitled (specify): SUPPLEMENTAL OBJECTION TO MOTION OF
DEBTORS FOR FINAL ORDER (A) AUTHORIZING THE DEBTORS TO OBTAIN POST PETITION FINANCING (B)
AUTHORIZING THE DEBTORS TO USE CASH COLLATERAL AND (C) GRANTING ADEQUATE PROTECTION TO
PREPEPTITION SECURED CREDITORS PURSUANT TO 11 U.S.C. 88 105, 363, 364, 1107 AND 1108 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)
October 2, 2018, | 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:
X] Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On (date) October 2, 2018, | 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.

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) October 2, 2018, | 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.

VIA PERSONAL SERVICE:
Honorable Ernest Robles

U.S. Bankruptcy Court

Roybal Federal Building

255 E. Temple Street, Suite 1560
Los Angeles, CA 90012

XI Service information continued on attached page

| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

October 2, 2018 Nanette Leali /s/ Nanette Leali
Date Printed Name Signature

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
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NEF SERVICE LIST

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

Emily P Rich

erich@unioncounsel.net, bankruptcycourtnotices@unioncounsel.net

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

Simon Aron
saron@wrslawyers.com

Hatty K Kip
hatty.yip@usdoj.gov

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

Jason D Strabo
jstrabo@mwe.com ahoneycutt@mwe.com
jmariani@mwe.com

Jason Wallach
jwallack@ghplaw.com, g33404@notifycincompass.com

John A Moe

john.moe@dentons.com,
glenda.spratt@dentons.com,derry.kalve@dentons.com,
jennifer.wall@dentons.com, andy.jinnah@dentons.com,
bryan.bates@dentons.com

Lawrence B. Gill
lgill@nelsonhardiman.com, rrange@nelsonhardiman.com

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

Jeffrey Garfinkle
jgarfinkle@buchalter.com, docket@buchalter.com,

Marianne S Mortimer
mmortimer@sycr.com

Mark A Neubauer
mneubauer@carltonfields.com,

mlrodriguez@carltonfields.com;smcloughlin@carltonfields.com

dcyrankowski@buchalter.com

Alvin Mar
alvin.mar@usdoj.gov

United States Trustee (LA)
ustpregionl6.la.ecf@usdoj.com

Tania M Moyron
tania.moyron@dentons.com,
chris.omeara@dentons.com

Gary F Torrell
gtf@vrmlaw.com

Rosa A Shirley
rshirley@nelsonhardiman.com;
rrange@nelsonhardiman.com;
lgill@nelsonhardiman.com

Abigail V. O’Brient

avobrient@mintz.com; docketing@mintz.com;
DEHashimoto@mintz.com; nleali@mintz.com

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

June 2012
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NEF SERVICE LIST

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

Lawrence B Gill

lgill@nelsonhardiman.com, rrange@nelsonhardiman.com

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

Jennifer L Nassiri
jennifernassiri@quinnemanuel.com

Aram Ordubegian
ordubegian.aram@arentfox.com

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

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

Darryl S. Laddin
bkrfilings@agg.com

Latonia Williams
lwilliams@goodwin.com
bankruptcy@goodwin.com

Alicia K Berry
Alicia.Berry@doj.ca.qgov

M Douglas Flahaut
flahaut.douglas@arentfox.com

Richard A Lapping
richard@Ilappinglegal.com

Kevin H Morse
kevin.morse@saul.com,
rmarcus@AttorneyMM.com,
sean.williams@saul.com

Melissa T Ngo

ngo.mellisa@pbcg.gov, efile@pbcg.gov

Michael B. Reynolds

mreynolds@swlaw.com, kcollins@swlaw.com

Mark Serlin

ms@swlIplaw.com, mor@swlIplaw.com

Kenneth K Wang
kenneth.wang@doj.ca.gov,
Jennifere.Kim@doj.ca.gov,
susan.lincoln@doj.ca.gov,
Yesenia.caro@doj.ca.gov

Craig G. Marguiles
Craig@MarguilesFaithlaw.com,
Victoria@MarqguilesFaithlaw.com,
Helen@MarguilesFaithlaw.com

James Cornell Behrens
jbehrens@milbank.com,
gbray@milbank.com;
mshinderman@milbank.com
hmaghakian@milbank.com;
odonnell@milbank.com;
jbrewster@milbank.com

Aaron Davis

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

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

June 2012
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NEF SERVICE LIST

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

Julie H Rome-Banks
julie@bindermalter.com

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

Dustin P Branch

branchd@ballardspahr.com, carolod@ballardspahr.com;
hubenb@ballardspahr.com; Pollack@ballardspahr.com

Mary H Haas

maryhaas@dwt.com, melissastrobel@dwt.com;
laxdocket@dwt.com; rosabeltran@dwt.com

Steven M Berman
seb@blakeleyllp.com; ecf@blakeleyllp.com

Monique D Jewett-Brewster
mjb@hopkinscarley.com; vttores@hopkinscarley.com

Joseph A Kohanski

jkohanski@bushgottlieb.com; kireland@bushgottlieb.com

Debra Riley
driley@allenmatkins.com; jbatiste@allenmatkins.com

Elizabeth Berke-Dreyfuss
edreyfuss@wendel.com

Kevin M Eckhardt
keckhardt@huntonak.com, keckhardt@hunton.com

Gary E Klausner
gek@Inbyb.com

Lori L Purkey
bareham@purkeyandassociates.com

Kyrsten Skogstad
kskogstad@calnurses.org, rcraven@calnurses.org

Peter J Benvenutti
pbenvenutti@kellerbenvenutti.com,
pjbenven74@yahoo.com

Michael D Breslauer

mbreslauer@swsslaw.com;
wyones@swsslaw.com;
mbreslauer@ecf.courtdrive.com;
wyones@ecf.courtdrive.com

Nathan A. Schultz
nschultz@foxrothschild.com

Robert M Hirsh
Robert.Hirsh@arentfox.com

Ivan L Kallick
ikallick@manatt.com; ihernandez@manatt.com

Mark D Plevin
mplevin@crowell.com; cromo@crowell.com

Robert N Amkraut
ramkraut@foxrothschild.com

Stephen F Biegenzahn
efile@sfblaw.com

Christine R Etheridge
christine.etheridge@ikonfin.com

Monserrat Morales
mmorales@marguliesfaithlaw.com,
Victoria@marguliesfaithlaw.com:;
Helen@marquliesfaithlaw.com

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

Megan A Rowe

anahmias@mbnlawyers.com, jdale@mbnlawyers.com mrowe@dsrhealthlaw.com,

Michael St James
ecf@stjames-law.com

Michael Gerard Fletcher
mfletcher@frandzel.com

Nicola T. Hanna

United States Attorney’s Office
312 N Spring St., Ste 1200

Los Angeles, CA 90012-2551

Attorney General of the United States
U.S. Department of Justice

950 Pennsylvania Avenue, NW
Washington, DC 20530-0001

Sam J Alberts

DENTONS US LLP

1900 K Street NW

Washington, DC 20006

Email: Sam.alberts@dentons.com

Claude D Montgomery
DENTONS US LLP

1221 Avenue of the Americas
New York, NY 10020

Email: claude.montgomery@dentons.com

lwestoby@dsrhealthlaw.com

Neal L Wolf
nwolf@hansonbridgett.com,
calendarclerk@hansonbridgett.com,
Ichappell@hansonbridgett.com

U.S. MAIL SERVICE LIST

Donald R Kirk
John Ryan Yant
Carlton Fields Jorden Burt, P.A.

4221 W. Boy Scout Boulevard, Suite 1000

Tampa, FL 33607-5780
Email: dkirk@carltonfields.com
ryant@carltonfields.com

United States Attorney for the Central District of California

Attorney General of the United States

EMAIL SERVICE LIST

On behalf Debtors Verity Health System of California, Inc.,
et al.

On behalf of Debtors Verity Health System of California,
Inc., et al.

On behalf of Creditor St. Vincent IPA Medical Corporation

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



Case 2:18-bk-20151-ER Doc 380 Filed 10/02/18 Entered 10/02/18 16:18:42 Desc

Nathan F. Coco

Megan Preusker

McDermott Will & Emery

444 West Lake Street

Chicago, IL 60606-0029

Email: ncoco@mwe.com
mpreusker@mwe.com

Ryan Schultz

Fox Swibel Levin & Carroll LLP
200 W. Madison Street

Suite 3000

Chicago, IL 60606

Email: rschultz@foxswibel.com

David M. Lemke

Wallter Lansden Dortch & Davis, LLP
511 Union Street, Suite 2700
Nashville, TN 37219

Email: david.lemke@wallerlaw.com

Bruce Bennett

Jones Day

555 South Flower Street, Fiftieth Floor
Los Angeles, CA 90071

Email: bbennett@jonesday.com

Jason Reed

Clark Whitmore

MASLON LLP

3300 Wells Fargo Center

90 South Seventh Street

Minneapolis, MN 55402

Email: Jason.reed@maslon.com
Clark.whitmore@maslon.com

Jill Sturtevant

Office of the United States Trustee
915 Wilshire Boulevard, Suite 1850
Los Angeles, CA 90017

Email: Jill.Sturtevant@usdoj.com

Margaret M Anderson

Fox Swibel Levin & Carroll LLP
200 West Madison Street

Chicago, IL 60606

Email: panderson@foxswibel.com
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On behalf of Creditor Creditor U.S. Bank National
Association, not individually, but as Indenture Trustee

On behalf of Creditor Old Republic Insurance Company, et
al

Counsel for DIP Lender

Counsel for Verity MOB

Counsel for U.S. Bank as 2017 Notes Trustee

United States Trustee (LA)

On behalf of Creditor Old Republic Insurance Company, et
al.
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Attorney requesting notice

On behalf of Interested Party Wells Fargo Bank, National
Association, as indenture trustee

On behalf of Interested Party Wells Fargo Bank, National
Association, as indenture trustee

Email: wassweilerw@ballardspahr.com
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