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MANAGEMENT SERVICES AGREEMENT

THIS MANAGEMENT SERVICES AGREEMENT (this “Agreement”) is entered into
on [e], 2014 (the “Effective Date”) by and between New Found Health Management, LLC, a
Delaware limited liability company (“Manager”), and each Person (as defined below) listed as
“DOCHS Members” on the signature pages hereto (each a “DOCHS Member” and collectively,
“DOCHS”). Manager, each DOCHS Member and DOCHS are sometimes collectively referred
to herein as the “Parties” and individually referred to herein as a “Party.”

WHEREAS, DOCHS engages in the business of delivering healthcare services to the
public through the hospitals identified in Annex I hereto (the “Hospitals™) in furtherance of the
mission of serving the sick and the poor by providing comprehensive health care that is
compassionate and attentive to the whole person: body, mind and spirit; and promoting healthy
families, responsible stewardship of the environment and a just society through value-based
relationships and community-based collaboration (the “Mission”);

WHEREAS, in the interest of avoiding a possible closure of the Hospitals and subsequent
liquidation which more than likely would result in (i) DOCHS’ failure to repay certain
outstanding liabilities, including in respect of certain tax-exempt bonds issued by the California
Statewide Community Development Authority (the “Revenue Bonds”), (ii) the loss of
employment for the individuals who work for and with the Health Care System (as defined
below) and (iii) the elimination of a hospital and emergency department in the applicable
communities, among other results, DOCHS wishes to retain a qualified administrative manager
for the purpose of providing certain management services in the day-to-day operation of the
Hospitals and other assets held by and businesses and operations of the DOCHS Members (the
Hospitals and such other assets, businesses and operations, collectively, the “Health Care

System”);

WHEREAS, Manager acknowledges that its management of the Health Care System will
be in a manner consistent with the Mission and, to the extent applicable, the exempt purposes (as
set forth in Section 501(c)(3) of the Internal Revenue Code of 1986) of the DOCHS Members
identified in Annex II hereto (the “NP DOCHS Members™);

WHEREAS, each DOCHS Member desires to retain Manager to manage the Health Care
System, and Manager desires to provide such services, on the terms set forth herein, and it is the
Parties intent that the Agreement shall comply with the safe harbor requirements of Internal
Revenue Service Revenue Procedure 97-13, 1997-1 C.B. 632, so as to not result in “private
business use” under Section 141(b) of the Internal Revenue Code of 1986; and

WHEREAS, Manager has heretofore filed an application with the California Department
of Public Health, Licensing and Certification Program (“CDPH”) pursuant to Section 1265 of the
California Health and Safety Code to seek CDPH’s approval for Manager to manage the Health
Care System and obtained such approval prior to the Effective Date.

NOW, THEREFORE, in consideration of the foregoing premises and the mutual
representations, warranties, covenants, agreements and conditions hereinafter set forth, and
intending to be legally bound hereby, each Party hereby agrees as follows:
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ARTICLE I
DUTIES OF MANAGER AND DOCHS

1.1.  Exclusive Appointment; Standard of Care.

1.1.1 Subject at all times to the ultimate supervision and authority of its board of
directors, each DOCHS Member does hereby exclusively designate and appoint Manager as its
sole and exclusive agent to provide and assume responsibility for the management,
administrative and support services required under this Agreement, and Manager does hereby
accept such appointment and agrees to provide such administrative and management services in
accordance with the terms of this Agreement. The Parties acknowledge that the scope of both
Manager’s authority and duties to manage, administer and support the Health Care System are
limited to the authority and duties set forth in this Agreement.

1.1.2 Manager agrees with DOCHS that (a) it will execute its duties under this
Agreement in a manner that Manager reasonably believes will promote the mission of the Health
Care System (the “Manager’s Standard of Care”), and (b) Manager shall be acting as the agent of
DOCHS in connection with the performance of its duties under this Agreement. Each DOCHS
Member agrees that Manager’s Standard of Care and Manager’s duties as agent to DOCHS are
further subject to, and limited by, the terms and conditions of this Agreement and the Operating
Limitations.

1.2.  Applicable Laws. At all times during the Term (as defined below) of this
Agreement, the Parties shall not knowingly take any action in material violation of applicable
Laws relating to the Health Care System, including: (a) federal laws and regulations relating to
the participation by DOCHS in the Medicare program or any other federal health care benefit
program; (b) state laws and regulations applicable to participation by DOCHS in any state
Medicaid program or any other state health care benefit program; (c) state laws and regulations
requiring DOCHS to obtain any license to provide or arrange for the provision of Management
Services (as defined below) and related services as contemplated herein; (d) applicable standards
and requirements, if any, of accreditation organizations; and (e) all other requirements relating to
the provision of Management Services or payment for such services, including, laws relating to
confidentiality of patient-related information, and laws governing billing and collecting
payments from payors and arrangements between providers and sources of referrals of patients,
medical services or supplies. For purposes hereof, “Laws” means all federal, state, local,
municipal, foreign, international, multinational or other statutes or laws (including common law),
ordinances, rules, treaties, codes or regulations and all decrees, injunctions, judgments, orders,
rulings, assessments or writs of any applicable Governmental Authority, and “Governmental
Authority” means any federal, state or local or any foreign government, legislature,
governmental entity, regulatory, administrative authority, agency or commission or any court,
tribunal, or judicial or arbitral body.

1.3.  Cooperation and Further Assurances. Each DOCHS Member agrees to
cooperate with Manager, and to execute such other documents and take such other actions as
may be reasonably necessary or desirable, in connection with the management, administration
and support of the operations of the Health Care System in compliance with applicable Laws.
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1.4. DOCHS Licenses. During the Term of this Agreement, the Parties shall not
voluntarily allow any of the Health Care System’s licenses or any of its certification(s) to
participate in the Medicare, Medicaid or any other federal or state health care benefit program
(collectively, the “Licenses”) to become invalid, restricted, suspended, or otherwise adversely
affected by the acts or omissions of any Party or any of its directors, officers, employees, agents
or representatives.

1.5. Employees. Pursuant to this Agreement, Manager shall act in a professional,
competent and efficient manner and shall provide a quality of service consistent with and
comparable to other licensed and The Joint Commission-accredited acute care hospitals in and
around Los Angeles, Santa Clara and San Mateo Counties, California. In connection therewith,
and subject to budgetary limitations and personnel allocations described below, Manager shall
provide for the continuing operation of the Health Care System by supervising, overseeing, and
directing (including but not limited to the right to hire, discipline, suspend, layoff and/or
terminate) all personnel, including Health Care System officers, employed by DOCHS and
required in support of the Health Care System (the “Employees”). Compensation for the
Employees, including but not limited to salaries, bonuses, payroll and withholding taxes, health
insurance disability, social security contributions, and premiums for all government mandated
insurance programs, shall be included in Operating Expenses (as defined below).

(a) Employment of Employees. DOCHS shall employ (or otherwise provide)
all personnel required in support of the Health Care System, but such personnel shall be
supervised by Manager in the performance of activities described in this Article I, including the
ability to hire, discipline, suspend, layoff and/or terminate the Employees, pursuant to applicable
Laws. Unless expressly agreed to in writing by Manager or pursuant to an existing written
agreement of which Manager has actual knowledge and which is specifically disclosed in Annex
III hereto, all Employees shall be at-will employees, and no employees shall be hired for a
specific term or time period.

(b) Additional Employees. Manager, on behalf of and through DOCHS, may
employ other personnel to supervise medical records, medical staff liaison, nursing, engineering,
laboratory, radiology, pharmacy and dietary, in order to comply with Title 22 of the California
Code of Regulations and other applicable Laws. At all times pursuant to this Agreement, such
employees shall be Employees.

1.6.  Specific Management Services. Subject to the provisions of this Agreement, at
all times during the Term of this Agreement, Manager shall have the exclusive right to provide
such services as Manager determines in its sole and absolute discretion to be necessary or
appropriate for the management and administration of the Health Care System, including the
medical care, products and services provided by the Hospitals to the general public, including
emergency services, and all activities and operations of the Hospitals and the actions relating
thereto (collectively, the “Management Services”). The Management Services may include any
or all of the following as Manager determines in its sole and absolute discretion:

(a) on behalf of DOCHS, employing or engaging licensed professional and
administrative Hospital staffing and all other staffing and employment, including the
hiring and firing, of all of the Employees in support of the Management Services;

710754037 14459429



(b) leasing, maintenance and repair of the Hospitals and equipment as
required by the terms of this Agreement;

(©) billing for medical care, products and services provided by the Health
Care System to the general public rendered before (as necessary) or after the Effective
Date of this Agreement, collection of revenue for such care, products and services
(subject to any limitations set forth in Article III below) and settlement or compromise of
any such amounts;

(d) financial management and accounting services for the Health Care
System;

(e) preparation of policies, procedures, and other materials and all
communications regarding the Health Care System;

® credentialing on behalf of DOCHS physicians and other licensed medical
care professionals;

(2) contract negotiations with payors on behalf of DOCHS;
(h) preparation of periodic reports pertaining to the Health Care System;

(1) supervision of the provision of all patient care as required under the
regulations and standards for the Health Care System;

)] timely payment of all rents, insurance, taxes, operating costs and all other
costs and expenses relating to operation of the Health Care System, before delinquency or
penalty, including payments due and owing by DOCHS relating to the Revenue Bonds;

&) performance of maintenance and repairs and commencement of any
capital improvements; and

)] establishing credit in Manager’s own name or in the name of any DOCHS
Member, and purchasing in its own name or in the name of any DOCHS Member all
supplies and other items necessary for the efficient operation of the Management
Services. '

Notwithstanding the above, to the extent Management Services relate to Hospital deficiencies
arising prior to the Effective Date, Manager shall use commercially reasonable efforts to
implement appropriate corrective action plans, as necessary, but shall not be held responsible for
said deficiencies, if any.

1.7.  Specific Managemént Improvements. Subject to the provisions of this
Agreement, at all times during the Term of this Agreement, Manager may use commercially
reasonable efforts to improve upon the overall performance of the Health Care System as
Manager determines in its sole and absolute discretion may be necessary or appropriate,
including improvement in the following categories:
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(a) Financial Management Objectives. Manager shall use commercially

reasonable efforts to:

L Organize the functions of reimbursement, budget, patient
accounting, and general accounting, including accounts payable and cashiering,
while at the same time provide direction and support to the Health Care System’s
business office, admitting, accounting and health information services
departments;

2. Prepare and evaluate financial and cost reports for the Health Care
System;

3. Prepare department operating budgets for purposes of maximizing
operational efficiencies and obtain the approval for all budgets from the
applicable DOCHS Member board of directors;

4. Analyze, make and/or recommend changes as necessary with
respect to costs, charges, rates, among other items, to permit income to support
Health Care System activities;

% Monitor the financial basis for any Health Care System activity;
and

6. Oversee third parties to expedite payment of overdue accounts.

(b) Quality Assurance/Utilization Review. Manager shall use commercially

reasonable efforts to:
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1. Direct the Health Care System with its utilization management and
quality assurance mechanisms;

2. Direct the Health Care System in educating the physicians and
personnel concerning inappropriate utilization of care or delivery of medical
services;

3. Oversee the Health Care System’s existing policies and procedures
relating to the quality of medical services as it relates to compliance with
licensing and accreditation requirements;

4. Direct the Health Care System in the preparation and conduct of
surveys by the Joint Commission and/or any other national, state or local agency;
and

5. Direct the Health Care System with the development of quality
improvement indicators for medical outcomes, and develop effective means for
communicating to the Health Care System feedback from the community and
physicians regarding quality and effectiveness of the Health Care System’s
programs.



() Hospital Quality Improvement Measures. Manager shall use
commercially reasonable efforts to:

L. Direct the Health Care System in maximizing its total performance
score (“TPS”) under the value based purchasing program (“VBP Program”),
including but not limited to the clinical process of care measures;

2 Direct the Health Care System in maximizing its TPS under the
VBP Program, including but not limited to the patient experience of care
dimensions; and

3. Direct the Health Care System in optimizing its TPS in connection
with the Hospital Consumer Assessment of Healthcare Providers and Systems
surveys.

(d)  Hospital Development Actions.  Manager shall use commercially
reasonable efforts to:

1. Direct the Health Care System with the development of strategies
and action plans enabling the Health Care System to respond to the health care
needs of individuals residing in the Cities of Daly City, Gilroy, Los Angeles,
Lynwood, Moss Beach and San Jose and surrounding communities;

2. Direct the Health Care System in expanding any community
relations program; and

3. Direct the Health Care System with respect to physician and staff
development.

1.8.  Scope of Authority. Manager shall have the power and authority to do any and
all actions that Manager determines, subject to the ultimate supervision of the board of directors
of the respective DOCHS Member, to be necessary, advisable, or proper, consistent with the
terms of this Agreement and all applicable Laws, to provide the services pursuant to this
Agreement to manage, administer or support the Health Care System, and is hereby expressly
authorized to subcontract for the provision of any of the Management Services that Manager
performs under this Agreement. Each DOCHS Member shall, from time to time, at Manager’s
request, execute and deliver, or cause to be executed and delivered, such further instruments or
other documents, and perform such further acts, as Manager may reasonably require to fully
perform the Management Services in accordance with this Agreement.

1.9.  Applications for Licenses. Manager may submit all necessary applications and
other materials to the appropriate governmental authority and take such other actions to effect the
issuance of new Licenses as contemplated pursuant to this Agreement, and each DOCHS
Member agrees to cooperate with Manager to cause the new Licenses to be issued pursuant to
this Agreement. -

1.10. Custodian of Medical Records. Each DOCHS Member hereby acknowledges
and agrees that Manager will have full, complete and unfettered access to medical records for all
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of its inpatients and outpatients during the Term of this Agreement. Manager shall keep and
maintain the security and privacy of such medical records as required by applicable Laws.

1.11. Confidentiality of Medical Records. The Parties agree to comply with all
applicable Laws, and all policies, procedures, rules and regulations adopted by mutual agreement
of the Parties and in effect from time to time during the Term of this Agreement, regarding the
confidentiality of patient medical records and information. Without limiting the foregoing:
(a) each of the Parties agrees to comply with its obligations as a covered entity under the
Administrative Simplification provisions of the Health Insurance Portability and Accountability
Act of 1996 and regulations promulgated thereunder by the Department of Health and Human
Services (“HHS”) (collectively, “HIPAA”), including the HIPAA Privacy Rule, 45 CFR Parts
160 and 164, the HIPAA Security Rule, 45 CFR Parts 160, 162 and 164, the Health Information
Technology for Economic and Clinical Health Act (“HITECH Act”), and regulations
promulgated thereunder by HHS, including requirements related to security and privacy of
patient information, and standard electronic transactions, code sets and identifiers; and (b) each
of the Parties agrees to comply with the obligations of a HIPAA Business Associate within the
meaning of 45 CFR §160.103, subject to and in accordance with an addendum consistent with
the form attached hereto as Exhibit A.

1.12. Ownership of Recorded Media. Nothing in this Agreement or the
implementation hereof by the Parties shall create or entitle any DOCHS Member to an ownership
right or interest in any of Manager’s property, assets or interests, including Manager’s electronic
patient records, software, databases, servers, hardware, or any other tangible or intangible
property or assets (such as goodwill or going concern value).

1.13. Report Requirements. Notwithstanding the generality of the foregoing,
Manager shall prepare and make available to DOCHS monthly reports for the Health Care
System, including profit and loss statements, to be available to DOCHS by the 30™ day of the
following month. Year-end profit and loss statements, as well as information required for
preparation of applicable tax returns, shall be available to DOCHS and, at DOCHS’ direction, to
its accountants prior to 130 days into the year following the year for which they are prepared. In
addition, at any DOCHS Member’s request, Manager shall make available to such DOCHS
Member the following: (a) all required federal or state agency reports required in connection
with the operation of the Health Care System; (b) all inspection reports, correspondence and
notices from all state licensing agencies relating to the Health Care System; and (c) all
correspondence and notices from all lenders and insurers relating to the Health Care System.

1.14. Manager Insurance. During the Term of this Agreement, Manager shall, at
DOCHS’ expense, maintain comprehensive general liability insurance coverage, written by a
commercial carrier that would be reasonably acceptable to hospitals in California, with respect to
its provision of services at the Health Care System pursuant to this Agreement, with limits of
liability of no less than $1,000,000 per occurrence and $5,000,000 annual aggregate and either
with a fidelity endorsement or a separate crime policy with limits of liability of no less than
$1,000,000 per occurrence and $5,000,000 annual aggregate. Each DOCHS Member shall be
named as an additional insured on any commercial liability insurance policies maintained by
Manager hereunder.

710754037 14459429



1.15. DOCHS Insurance. Each DOCHS Member shall have obtained and shall
maintain in full force and effect adequate insurance for the Health Care System and its
operations, including professional liability and malpractice coverage, director and officer liability
coverage and fiduciary liability coverage. In the event any DOCHS Member fails to obtain the
insurance set forth in this Section 1.15, then Manager shall obtain this insurance consistent with
the insurance referenced in Section 1.14 above.

" ARTICLE I
REPRESENTATIONS AND WARRANTIES

2.1.  General Capacity to Perform. Manager hereby represents and warrants to
DOCHS that, and each DOCHS Member hereby represents and warrants to Manager that, it:
(a) has the full power and authority to own its property and to carry on its business as now being
conducted; (b) is duly qualified to do business in and is in good standing in the State of
California; and (c) has the full power and authority to execute and deliver this Agreement and to
perform and comply with its terms, conditions and agreements, all of which have been duly
authorized by all proper and necessary corporate or limited liability company action, as
applicable.

2.2. Specific Capacity to Perform. Manager hereby represents and warrants to
DOCHS that, and each DOCHS Member hereby represents and warrants to Manager that, this
Agreement has been duly executed and delivered by its proper and authorized officers and
constitutes the valid and legally binding obligation of such Party. Manager further represents
and warrants, and DOCHS is relying upon such representation and warranty, that Manager
possesses the skill, knowledge and resources required to fulfill its obligations under this
Agreement. Further, Manager represents, warrants and covenants that it will at all times
maintain all required licenses and permits required to perform the Management Services.

2.3. Licenses and DOCHS’ Provider Enrollment. Manager hereby represents and
warrants to DOCHS that, and each DOCHS Member hereby represents and warrants to Manager
that, it has and shall maintain throughout the Term of this Agreement all appropriate federal and
state licenses and certifications which are required in order for such party to perform the services
required of it under this Agreement. Each DOCHS Member further represents and warrants that
it is currently enrolled as a provider in good standing with the Medicare and Medi-Cal programs.

24. Government Payment Programs; Excluded Individuals. Manager hereby
represents and warrants to DOCHS that, and each DOCHS Member hereby represents and
warrants to Manager that, (a) it has not been suspended or excluded from participation in the
Medicare or Medi-Cal programs or is otherwise subject to any restriction upon its participation
therein, (b) no corporate member or owner (as applicable), director, manager, officer, employee
or contractor of such Party is, or is proposed to be, suspended, excluded from participation in, or
sanctioned under, any federal or state health care program (including Medicare and Medicaid)
(an “Excluded Individual™), (¢) it has not been convicted of any criminal offense related to the
delivery of any medical or health care services or supplies, or related to the neglect or abuse of
patients, (d) it is not unable to obtain or maintain liability insurance consistent with
commercially reasonable industry practices and (e) it is not presently operating in such a manner
as to cause any other Party or any of such other Party’s corporate members or owners (as
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applicable), directors, managers, officers, employees or contractors to be an Excluded Individual,
or otherwise to be ineligible to provide the services required to be provided by it to or on behalf
of any other Party. Each DOCHS Member further represents and warrants that it has not
received any notice of investigation' by any governmental or regulatory agency in connection
with its activities as a provider under the Medicare and Medi-Cal programs. Manager further
represents and warrants that it has not failed to maintain a current license to provide the
Management Services required to be provided by it to or on behalf of DOCHS.

2.5. Additional Representation of Manager. Manager hereby represents that as of
the Effective Date it has no financial interest and is not an “Interested Person” (as defined in
Internal Revenue Service Form 1023) as it may relate to any third party contractor or vendor of
the Health Care System. Manager further represents that in the event Manager becomes an
Interested Person during the Term of this Agreement, Manager shall make this disclosure to
DOCHS.

ARTICLE III
LEGAL RESPONSIBILITIES

3.1.  Staff Licenses. DOCHS shall ensure that all Employees as of the Effective Date
shall have all appropriate licenses and certifications in the State of California and any medical or
professional staff privileges at the Health Care System required in order for such Employees to
perform the functions assigned to them by DOCHS.

3.2. Legal Compliance. Manager and each DOCHS Member shall fully comply with
the applicable Laws in the performance of their duties, powers and responsibilities hereunder.

3.3. Billing and Collecting. To the extent permitted by Law, each DOCHS Member
hereby irrevocably appoints and directs Manager to be the billing and collecting agent to all
claims, demands and rights of such DOCHS Member to charge, bill and collect all revenue of the
Health Care System (“Revenue”) and settle or compromise all or any portion thereof, including
from patients, insurance companies and payors but other than Medicare, Medicaid and other
Governmental Authority payors. Each DOCHS Member agrees to execute any and all
documents necessary to evidence such appointment and agency. Subject to that certain Master
Indenture of Trust, dated as of December 1, 2001, from Daughters of Charity Health System and
the Initial Members of the Obligated Group (as defined therein) to U.S. Bank Trust National
Association, as amended and supplemented, all Revenue received (other than Governmental
Payments (as defined below)) shall be deposited in a bank account or accounts (each an
“Operating Account™) established by Manager at such bank(s) as Manager may from time to
time designate in its sole and absolute discretion (each a “Bank”). Manager shall designate such
persons who shall have authority to write checks upon or otherwise authorize the disbursement
of funds from each Operating Account (“Authorized Signer™). Manager shall have the sole and
exclusive right to designate each Authorized Signer, and to write checks upon and authorize
disbursements from any Operating Account. Notwithstanding the above, Manager shall provide
written notice to the California Statewide Community Development Authority of any new
Operating Account established by Manager pursuant to this Section 3.3.
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3.4. Governmental Payments. As required pursuant to the applicable Laws, the
Parties agree to establish, if necessary, and maintain an additional and separate deposit account
(the “Lockbox Account™), to the extent possible, into which all checks, money orders and other
instruments or electronic funds transfers received from Medicare, Medicaid and other health care
benefit programs established by federal or state law which require that payments for health care
services be made to the providers of such services, including all DSH Payments, Stabilization
Funds and QAF Payments (each as defined below) constituting part of Revenue (“Governmental
Payments™”) shall be deposited. Unless otherwise agreed by the Parties, and subject to the
capabilities of governmental payors, each DOCHS Member agrees to do all things necessary or
desirable by Manager to authorize the deposit of Governmental Payments into the Lockbox
Account via electronic funds transfer throughout the Term of this Agreement. If Manager
receives any Governmental Payments in the form of checks, it will use its best efforts to
promptly deposit such checks into the Lockbox Account. Each DOCHS Member agrees to enter
into and maintain a depository agreement (“Depository Agreement”) with a Bank, in form
reasonably acceptable to Manager and such DOCHS Member, and consistent with this
Agreement and applicable Laws, pursuant to which the Bank shall be instructed that all
Governmental Payments received into the Lockbox Account shall be swept and transferred to the
Operating Account at least once each week. For purposes of complying with restrictions on
assignment of Medicare payments under applicable Laws, the Lockbox Account will be in the
name of the relevant DOCHS entity necessary to comply with applicable laws and regulations
(the “Lockbox Party”). However, the Lockbox Party shall not withdraw from or write drafts or
checks against the Lockbox Account. The Lockbox Party agrees that it will not, during the Term
of this Agreement, take any actions to rescind, suspend, or otherwise interfere with the sweep
and transfer of funds from the Lockbox Account to the Operating Account, nor will the Lockbox
Party or its agents remove, withdraw or authorize the removal or withdrawal of any funds from
the Lockbox Account for any purpose except to accomplish the transfer of funds addressed
above, nor will the Lockbox Party or its agents rescind, replace, or cause or agree to the
rescission, termination or amendment of the Lockbox Account depository agreement or any
standing order relating thereto. The failure of the Lockbox Party to strictly comply with any of
the foregoing shall be a breach of this Agreement by DOCHS, a remedy for which shall be
termination of this Agreement by Manager at its sole and absolute election.

3.5. Monthly Debt Service Schedule. DOCHS shall provide Manager with a schedule
of all principal and interest payments due with respect to indebtedness with respect to the Health
Care System and the method for calculating interest with respect to such indebtedness.

ARTICLE 1V
APPLICATION OF FUNDS; MANAGEMENT FEES

4.1.  Application of Funds; Management Compensation.

4.1.1 Manager shall be entitled to receive compensation for the Management
Services rendered pursuant to this Agreement for each fiscal year during the Term of this
Agreement as follows (“Manager Compensation”):

(a) $12,000,000.00; and
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(b) subject to the limitations below, 1.00% of the Net Operating Revenues for
such year.

In addition, subject to the final sentence of this Section 4.1.1, Manager shall also be entitled, as
part of the Manager Compensation, to a productivity reward in respect of each fiscal year equal
to $5,000,000.00 if at the end of the fiscal year,the Net Operating Revenues for that year are
equal to or greater than 110% of the Net Operating Revenues for 2014. Notwithstanding the
foregoing, the sum of (X) the compensation under Section 4.1.1(b) and (Y) the amount of the
productivity reward under the preceding sentence shall not exceed the amount in Section
4.1.1(a).

4.1.2 For any period in respect of which Management Services are provided that
is not a full fiscal year, the Manager Compensation shall be determined on a prorated basis
according to the number of days in the fiscal year (and, in the case of the productivity reward, by
utilizing appropriately prorated Net Operating Revenues for 2014).

4.1.3 If Net Operating Revenues for a Collection Quarter plus all other available
funds in the Operating Account and Lockbox Account do not exceed the sum of quarterly
Operating Expenses plus the quarterly principal payment to the bond trustee of the Revenue
Bonds (such shortfall referred to as “Quarterly Operating [osses”), Manager may use any line of
credit available to any DOCHS Member to pay for the Quarterly Operating Losses.

4.1.4 Manager Compensation shall be due and payable to Manager quarterly in
arrears on the 10™ day following the end of each Collection Quarter. However, in the event that
the Health Care System does not have available positive cash flow (before capital expenditures)
for the relevant quarter, the payment of 60.00% of the Manager Compensation payable for the
quarter (other than the amounts payable under Section 4.1.1(a)) may be deferred until such
Collection Quarter as there is such positive cash flow; provided, that all deferred amounts shall
be paid atl termination of this Agreement.

4.1.5 The Parties agree that the Net Operating Revenues (as defined below) for
each Collection Quarter (as defined below) shall be applied first in the discharge of the
Operating Expenses (as defined below).

4.2. Certain Defined Terms. For purposes of this Agreement:

42.1 “Collection Quarter” shall mean any fiscal quarter falling within the Term
of this Agreement, including the quarter during which the Agreement is terminated (regardless of
whether termination occurs on the last day of a quarter);

4.2.2 “Net Operating Revenues” shall mean all collections received on or after
the Effective Date by the Health Care System that relate to any and all presently existing and
hereafter arising Accounts Receivable (as defined below), DSH Payments, Stabilization Funds;
QAF Payments and Governmental Receivables (as defined below) and grants, including any of
the foregoing that are attributable to the rendering of hospital inpatient and outpatient services or
related supplies, devices and equipment, including diagnosis, treatment, technical and ancillary
services (“Patient Services”) during the Term of this Agreement, irrespective of the source of
payment or for the time period with which it may relate. Net Operating Revenues shall also
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include checks, cash, credit and debit cards received at the time of service or otherwise during
the Collection Quarter, less any refunds for overpayments, withholdings or amounts paid to
Medicare for cost report adjustments, patient discounts and write-downs, but only for dates of
service after the Effective Date. Notwithstanding the above, Net Operating Revenues shall not
include: (i) infusions of capital from Ellen Corbett-related funds; (ii) intergovernmental transfers;
(ii1) private donations from individual, community members; and (iv) revenues relating to
Measure A funds;

42.3 “Accounts Receivable” mean and include, in addition to the definition of
accounts in the Uniform Commercial Code, any and all presently existing and hereafter arising
accounts receivable, recoveries, refunds, counterclaims, claims of set-off and claims of DOCHS
against payers and third persons relating thereto, and all other forms of obligations owing to
DOCHS, without regard to dates of service before or after the Effective Date, whether known or
unknown, matured or unmatured, accrued or contingent, that arise out of the provision of Patient
Services or other services of the Health Care System at any time, including: (i) payments on a
fee-for-service basis; (ii) payments on a capitated, case rate, percentage of premium basis, or any
other prepaid basis; (iii) payments attributable to diagnostic imaging, testing or other ancillary
services provided directly or under arrangements; (iv) risk sharing or gain sharing payments;
(v) payments under policies of reinsurance; (vi) payments based on liens in cases of third party
liability and workers’ compensation; (vii) all Governmental Receivables that are assignable
under applicable Laws; (viii) the proceeds of all Governmental Receivables that are not
assignable under applicable Laws; and (ix) all permissible gifts, grants and donations from any
Person relating to any of the foregoing;

4.2.4 “DSH Payments” mean and include payments owing to DOCHS and/or
the Health Care System under the Medi-Cal disproportionate share hospital program;

4.2.5 “QAF Payments” means any and all payments made to the Health Care
System and any and all payments to which DOCHS and/or the Health Care System receives or is
entitled to claim or receive under the Medi-Cal Hospital Quality Assurance Fee Program, as now
existing or, as amended and superseded by any other California legislation, or any successor
legislation which imposes a fee or tax on hospitals that is used to generated additional or
supplemental Medi-Cal payments to hospitals and/or Medi-Cal managed health care plans to be
used for hospital services, including the Hospital Quality Assurance Fee Act of 2011 (California
Welfare and Institutions Code, Chapter 7, Article 5.227) and any subsequent California
legislation relating to QAF Payments;

4.2.6 “Stabilization Funds” mean and include any and all payments made to the
Health Care System and any and all payments which the Health Care System receives or is
entitled to claim or receive under the Medi-Cal Hospital Provider Rate Stabilization Act, as
amended and superseded by any other California legislation, or any successor legislation which
imposes a fee or tax on hospitals that is used to generated additional or supplemental Medi-Cal
payments to hospitals and/or Medi-Cal managed health care plans to be used for hospital
services, including but not limited to the Hospital Quality Assurance Fee Act of 2011 (California
Welfare and Institutions Code, Chapter 7, Article 5.227) and any subsequent California
legislation relating to stabilization payments;
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4.2.7 “Governmental Receivables” mean and include all presently existing and
hereafter arising accounts receivable, contract rights and all other forms of obligations owing
from any Governmental Authority to DOCHS that arise out of the sale, lease, license or
assignment of goods or other property, or the provision of Hospital Services or other services of
the Health Care System, including any payments, grants or funds from Medicare, Medicaid or
any other Governmental Authority; and

4.2.8 “Operating Expenses” means, with respect to any period of time, all
ordinary and necessary expenses incurred in the operation, management, administration and
support of the Health Care System, including: (i) the cost of inventory, supplies and outside
ancillary services furnished or obtained by Manager for the Health Care System; (ii) the direct
costs of billing and collection services on behalf of the Health Care System; (iii) the salaries,
wages, employee benefits (including medical insurance where applicable), Social Security
contributions, payroll taxes, workers’ compensation insurance premiums and other amounts
withheld for the Employees and contractors, including non-physician professional personnel;
(iv) costs for utilities, including electricity, gas, water and telephone and obtaining other
necessary services and supplies, whether purchased directly by <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>