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SAN FRANCI SCO , CA 94102-7004 

Public: (415) 510-4400 
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VIA EMAIL AND US MAIL 
Hope R. Levy-Biehl 
1 100 Glendon Avenue, 14th Floor 
Los Angeles, Californi a 90024 

hlev ybiehl @nelsonhardiman.com 

RE: Verity Health System of California, Inc. Notice of Propos ed Transfer 
St. Franci s Medica l Center , St. Vincent Medical Center, and Seton Medica l 
Center 

Dear Ms. Levy-Biehl: 

Under Corporations Code section 59 14 et seq., and California Code of Regulations, title 11, 
section 999.5, the Attorney Genera l has considered the proposed tran saction submitted by Verity 
Health System of California, Inc. In coming to the decisions, described below , we have carefu lly 
conside red the factors set forth in Corporations Code section 5917 and the applicable regulation s, 
includin g whet her the transaction is in the public intere st and whet her the tran saction effects the 
availability or access ibil ity of health care services to the affected community. Our dec ision is 
based on the materia l contained in the notice , the infonnation and document s subsequently 
submitted by the applicants , comments made by members of the public, discussions with the 
applicants, and the results of our inve stigation. 

The Attorney Genera l hereby conditionally consents to Verity Hea lth System of California, 
Inc. ' s proposed sale of the assets of St. Francis Medical Center, St. Vincent Medical Center , 
including its St. Vince nt Dial ysis Center, and Seton Medica l Cen ter to Strategic Globa l 
Management, Inc . and/or one or more of its affiliat es . The Attorne y General ' s conditional 
approva l of the sale is subj ect to the attached conditions that are incorporated by reference 
herein . 

Verity Health System of California , Inc. also requested, under Title 11 of the California Code of 
Regulations , Sec. 999.5(h) , a modification of the Attorney Genera l Conditions issued on 
December 3, 20 15. Ver ity Health System of California , Inc. requested that the Attorney Genera l 
modify and update the Attorney General' s Condition s issued on December 3, 2015 as follows: 
(1) modify and update the volume of char ity care and conununity benefit s provided by the St. 
Francis Medica l Center, St. Vincent Medical Center , and Seton Med ical Center; (2) modify and 
update capital expenditure s to credit Strateg ic Global Management for the expendi tures Ve1ity 
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Health System of California, Inc. has invested in the health system; (3) modify and eliminate the 
requirement that Strategic Global Management maintain cancer care at St. Franc is Med ical 
Center, St. Vincent Medical Center, and Seton Medical Cente r; and (4) modify and update the 
Conditi ons to conform to the present transaction and specific parties involved. 

The Attorney Genera l hereby denies, in part, and conditionally consents to Veri ty Health System 
of California , Inc. 's request for modification as reflected in the attached cond itions that are 
incorporated by reference herein. The attached conditions serve as condition s for both the 
request for modification and the sale of the assets of St. Francis Medical Center, St. Vincent 
Medical Center , includin g its St. Vincent Dialysis Center, and Seton Medical Center as described 
in the second paragraph of this letter. 

Sincere ly, 

[ original signed] 

SCOTT CHAN 
Deputy Attorney Genera l 

For XAVIER BECERRA 
Attorney Genera l 

cc: Kathryn F. Edge1ion (Russo) 
kedgerton @nelsonhardiman.com 

http:nelsonhardiman.com


Conditions to the Sale of St. Francis Medical Center 1 and Approval of the Asset Purcha se 
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC, 
St. Francis Medica l Center, St. Vincent Medical Center, St. Vincent Dialysis Center, Inc., 
Seton Medical Center, and Strategic Global Management , Inc. 

I. 

These Condition s shall be legally binding on Verity Health System of California, Inc., a 
California nonprofit public benefit corporation, Verity Holdings, LLC, a California limited 
liabilit y company , St. Francis Medical Center, a California nonprofit public benefit corpora tion, 
St. Vincent Medical Center, a California nonprofit public benefit corporation , St. Vincent 
Dialysis Center, Inc., a California nonprofit public benefit corporation, Seton Medical Center, a 
California nonprofit public benefit corporation, St. Francis Medical Center Foundation, a 
nonprofit public benefit corporation , St. Vincent Found ation, a California nonprofit corporation , 
Seton Medical Center Foundation , a California nonprofit corporation, Verity Business Services, 
a California nonprofit public ben efit corporation , Verity Medical Foundation, a California 
nonprofit public benefit corporation , St. Vincent de Paul Ethics Corporation, a California 
nonprofit public benefit corporation, St. Vincent Dial ysis Center, Inc., a California nonprofit 
public benefit corporation , Marillac Insurance Company , Ltd., a Cayman Islands corporation, 
DePaul Ventures , LLC, a California limited liabilit y company , DePaul Ventures - San Jose 
ASC, LLC, a California limited liabilit y company, DePaul Ventures - San Jose Dialysis, LLC, a 
California limited liability company, and Strategic Global Management, Inc., a California 
corporation , any other sub sidiary, parent , general partner, limited partner , member , affiliate, 
successor, successor in interest, assignee , or person or entity serving in a similar capacity of any 
of the above-listed entities includin g, but not limited to , any entity succeeding thereto as a result 
of consolidation , affiliation , merger, or acquisition of all or substantially all of the real property 
or operating assets of St. Francis Medical Center, or the real prope1iy on which St. Franci s 
Medical Center is located , any and all current and future owners, lessees, licensees, or operator s 
of St. Francis Medical Center, and any and all current and future lessees and owners of the real 
prope1iy on which St. Francis Medical Center is located. 

II. 

The transaction conditiona lly approved by the Attorne y Genera l consist s of the Asset Purcha se 
Agre ement dated January 8, 2019 , by and among , Verity Health System of California, Inc., a 
California nonprofit public benefit corporation, Verity Holdings, LLC, a California limited 
liability company , St. Franci s Medical Center , a Californi a nonprofit public benefit corporation , 
St. Vincent Med ical Center, a California nonprofit publi c benefit corporation, St. Vincent 
Dialysis Center , Inc. , a California nonprofit public benefit corporation, Seton Medica l Center, a 

1 Throughout this document , the tenn "St. Francis Medical Center" shall mean the general acute 
care hospital located at 3630 East Imperial Highway, Lynwood , CA 90262, and any other clinics, 
laboratories, unit s, services, or beds includ ed on the license issued to St. Franc is Medical Center 
by the California Departm ent of Public Health , effective Januar y 1, 2019 , unless otherwise 
indicated. 
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California nonprofit public benefit corporation, and Strategic Global Management, Inc., a 
California corporation, and any agreements or documents referenced in or attached to as an 
exhibit or schedule and any other documents referenced in the Asset Purcha se Agreement, 
including, but not limited to, the Sale Leaseback Agreement and Interim Management 
Agreement. 

All the entities listed in Condition I, and any other parties refere nced in the above agreements 
shall fulfill the te1111s of these agreements or documents and shall notify and obtain the Attorney 
General's approva l in writing of any proposed modification or resciss ion of any of the tenns of 
these agreements or documents. Such notifications shall be provided at least sixty days prior to 
their effective date in order to allow the Attorney Genera l to consider whether they affect the 
factors set forth in Corporations Code sectio n 5917 and obtain the Attorney General's approval. 

III. 

For ten years from the closing date of the Asset Purchase Agreement, Veri ty Health System of 
California, Inc., Verity Holdings, LLC, Strategic Global Management, Inc. , and all future 
owners , managers , lessees, licen sees, or operators of St. Francis Medical Center shall be requir ed 
to provide w1itten notice to the Attorney Genera l sixty days prior to entering into any agreement 
or transaction to do any of the following: 

( a) Sell, transfer, lease, exchange, option, convey, manage , or otherwise dispose of St. Franci s 
Medical Center; 

(b) Transfer contro l, responsibilit y, mana gement , or gove rnanc e of St. Francis Medical Center. 
The substitution , merger or addition of a new member or member s of the governing bod y of 
Strategic Global Management, Inc. that transfers the contro l of, responsibi lity for or governanc e 
of St. Francis Medical Center, shall be deemed a transfer for purpo ses of this Condition. The 
substitution or addition of one or more member s of the governing bod y of Strategic Globa l 
Management, Inc. , or any arrangement, writte n or oral, that wou ld transfer voting control of the 
members of the governin g body of Strategic Global Management, Inc. shall also be deemed a 
transfer for purpo ses of this Condit ion. 

IV. 

For ten years from the closing date of the Asset Purchase Agreement, St. Fran cis Medical Center 
shall be operated and maintained as a licen sed genera l acute care hospital (as defined in 
California Health and Safety Code Section 1250) and shall maintain and provide 24-hour 
emerge ncy and trauma medical services at no less than current 2 licensure and designation with 
the same type s and/or levels of services , including the following: 

a. 46 emergency treatment stations at a minimum ; 
b. Designation as a Lev el II Trauma Center; 

2 The term "current" or "current ly" throughout thi s document mean s as of January 1, 20 19. 
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c. Designation as a 5150 Receiving Facility, as defined by the Welfare and 
Institution s Code, section 5150, for behaviora l health patients under involuntary 
evaluation ; 

d. Psychiatric evaluation team; 
e. Designation as an Emergency Department Approved for Pediatrics (EDAP); 
f. Designation as a Paramedic Base Station; and 
g. Certification as a Primary Stroke Center. 

Strategic Global Management , Inc. must give one-year advance written notice to the Los 
Angeles County Emergency Medical Services Agency and the California Department of Public 
Health if St. Francis Medical Center seeks to reduce trauma or trauma-related care services or 
stop operating the Level II Trauma Center after ten years from the closing date of the Asset 
Purchase Agreement. 

V. 

For at least ten years from the closing date of the Asset Purchase Agreement , St. Francis Medical 
shall maintain Center on-call coverage contracts and/or comparable coverage arrangements with 
physicians at fair market value that are necessary to retain its qualification as a Level II trauma 
center. Trauma II designation requires 24-hour immediate coverage by general surgeons, as well 
as coverage by the specialti es of orthopedic surgery, neuro surgery, anesthesiology, emergency 
medicine, radiology and critical care. Requirements for on-call and promptl y available 
specialties include the following: 

a. Neuro logy; 
b. Obstetrics /gynecology; 
c. Ophthalmology; 
d. Oral or maxillofacial or head and neck; 
e. Plastic surgery; 
f. Reimplant ation/micro surgery capability (this surgical service may be provided 

through a written transfer agreement) ; and 
g. Urology. 

VI. 

For at least ten years fron1 the closing date of tl1e Asset Purcl1asc Agreement, St. Francis Medical 
Center shall maintain the following services at current licensure, types , and/or levels of services: 

a. Cardiac services, including three cardiac catheterization labs and the designation 
as a STEMI Receiving Center; 

b. Critical care services , includin g a minimum of 36 intensi ve care unit beds or 24 
intensive care beds and 12 definitive observat ion beds; 

c. Neonatal intensive care services, including a minimum of 29 neonatal inten sive 
care bed s, and at minimum , maintainin g a Level II NICU; 

d. Women ' s health service s, including women's imaging services; 
e. Cancer services, including radiation oncology; 
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f. Pediatric services, includin g a designated area with at least five genera l acute care 
beds for pediatric services; 

g. 01ihop edic and rehabilitat ion serv ices; 
h. Wound care service s; 
1. Beha vioral health services, including a minimum of 40 distinct pari inpatient 

acute psychiatric bed s; and 
J. Perinatal serv ices, includin g a minimum of 50 perin atal bed s. 

Strategic Global Management , Inc. shall not place all or any p01iion of its above-li sted licen sed­
bed cap acity or servic es in vo lunt ary suspen sion or sun ender its license for any of these bed s or 
services. 

VII. 

For at least ten years from the closing date of the Asse t Purchase Agreement , St. Francis Medical 
Cent er shall maintain the same types and/or levels of women 's healthcare servic es cmTently 
provided at the locati on belo w or a loca tion within three mile s of St. Franc is Medi cal Center : 

a. Family Life Center at St. Francis Medic al Center , located at 3630 E Imp erial 
High way, Lynwoo d, California. 

VIII. 

For at least five years from the closing date of the Asset Purchase Agree ment , Strategic Globa l 
Management, Inc. shall either : (1) operate clini cs (listed be low) with the same numb er of 
physicians and mid-l eve l provider full-time equivalent s in the same or simil ar aligmnent 
stru cture s, or (2) sell the clini cs (listed below) with th e same numb er of physician and mid- leve l 
pro vider full-tim e equiv alents and requir e the purch aser(s) to maintain such serv ices for 5 yea rs 
from the closing date of the Asset Purchase Agreement and to partcipate in the Me di- Cal and 
Medicare programs as requir ed in the condit ions here in, or (3) ensure that a third party is 
operat ing the clinics (listed below) with the sam e numb er of physician and mid-l eve l provider 
full-tim e equivalents and require the third part y to maintain such services for 5 yea rs from the 
closing date of the Asset Purcha se Agreement and to participate in the Med i-Cal and Medicare 
pro gram s as required in the condition s her ein . Fo r any of these option s, each clini c can be 
move d to a differe nt locatio n w ithin a tlu·ee-mil e radius of each clinic 's curren t location , and St. 
Franc is Me dical Center can utiiize an aitema tive structur e in providing such services. The 
following clini cs are subj ect to this cond ition : 

a. Pedia tric services at Child ren 's Cou nseling Cente r, 4390 Tweedy Ave, South 
Gate, Californ ia; 

b. The multi- spec ialty services , including wound care at Wound Care Cente r, 3628 
E. Imperial Highwa y, Suite 103, Lynwood, Cali fornia; and 

c. 01ihopedic services at 3628 E. Imperial Highway, Suite 300, Lynwood, 
California . 

IX. 
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For ten years from the closing date of the Asset Pur chase Agreement , Strate gic Global 
Management , Inc . shall: 

a) Be certified to partic ipate in the Medi-Cal progra m at St. Francis Medical Center ; 

b) Maintain and have Medi-Ca l Managed Care contracts with the belo w listed Medi-Cal 
Managed Care Plans to provide the same types and level s of emergency and non-em erge ncy 
services at St. Fran cis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-C al and 
Medi-Ca l Managed Care) as required in the se Condition s, on the same tenns and conditions as 
other similarl y situat ed hospital s offering substantially the same services , without any loss, 
interruption of service or diminution in quality, or gap in contracted hospital coverage , unle ss the 
contract is tem1inat ed for cause or not extended or renewed by the Medi -Cal Managed Care Plan: 

i) Loc al Initiati ve: L.A. Care Health Plan or its successor; and 
ii) C01mnercial Plan: Health Net Co1mnunity Solution s, Inc. or its succe ssor. 

If Strategic Global Management , Inc. que stions wheth er it is being reimbur sed on the same terms 
and cond ition s as other simil arly situated ho spital s offering substantiall y the same servi ces, it 
shall notif y the Attorne y Genera l 's Office with at least 120 days' notice prior to takin g any 
action that would effectuate any loss, interruption of service or diminution in qualit y, or gap in 
contracted hospit al coverage or prior to giving any required notice of taking such action. 

c) Be cert ified to participate in the Medica re program by maintaining a Med icare Provider 
Numb er to pro vide the same type s and levels of emergency and non-emergency servi ces at St. 
Francis Medical Center to Medicare beneficiaries (both Traditiona l Medicare and Medicare 
Managed Care), on the same tenn s and conditions as other similarl y situated hosp itals, as 
requir ed in these Condition s. 

X. 

For six fiscal years from the closing date of the Asset Purchase Agreement , Strategic Global 
Management , Inc. shall pro vide an annu al amount of Charity Care (as defined below) at St. 
Fran cis Medical Center equal to or greate r than $12,793,435 (the Minimum Charit y Care 
Amount) . For purpo ses hereof, the tenn "charity care " shall mean the amount of charity care 
costs (not charges ) incurr ed by Strategic Global Manage ment, Inc. in connection with the 
operation and provision of serv ices at St. Franci s Medical Center. The definition and 
method ology for calculating "chari ty care " and the methodolo gy for calcul atin g "cos ts" shall be 
the same as that used by Office of Statew ide Hea lth Plannin g Developm ent (OSHPD) for annua l 
hospital reportin g purposes .3 

3 OSHPD defines charity care by contrasting charit y care and bad debt. Accor din g to OSHPD , 
"the detennination of what is cla ssified as . . . charity care can be made by establishing whether 
or not the patient has the ability to pay. The pat ient's accou nts receivable must be w1itten off as 
bad debt if the pat ient has the ability but is unwilling to pay off the account. " 
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Strategic Global Management, Inc. shall use and maintain a charity care policy that is no less 
favorable than Verity Health System of Californi a, Inc. 's current charity care policy (Ve1ity's 
Financial Assistance Policy No. 06.03.04 effective December 5, 20 17 and revised and reviewed 
June 20, 2018) and in compliance with California and Federa l law at St. Francis Medica l Center. 
With.in 90 days from the closing of the Asset Purchase Agreement, Strategic Globa l 
Management, Inc. will amend the Financial Assistance Policy to include as follows: 

a. A copy of the Financial Assistance Policy and the plain languag e summary of the 
Financial Assistance Policy mu st be posted at St. Franc is Med ical Center in a prominent 
location in the emergency room , admissions area, and any other location in the hospital 
where there is a high volume of patient traffic , including wait ing rooms, billing offices , 
and hospital outpatient service settings. 

b. A copy of the Financia l Assistance Policy, the Application for Financia l Assistance, and 
the plain language summary of the Financial Assistance Polic y must be posted in a 
prom inent place on St. Franc is Medica l Center's website. 

c. If requested by a patient , a copy of the Financial Assistance Policy, Application for 
Financia l Assistance, and the plain language summary must be sent by mail at no cost to 
the patient. 

d. As necessary, and at least on an annual basis , Strategic Global Managemen t, Inc. will 
place an advertisemen t regarding the availability of financial assistance at St. Franci s 
Medica l Center in a newspaper of general circulation in the c01mnunities served by the 
hospital, or issue a Press Release to wide ly publicize the availabili ty of the Financial 
Assistance Policy to the communities served by the hospital. 

e. Strategic Global Management, Inc. will work with affiliated organizations , physicians , 
community clinics, other health care providers , house s of worship , and other community­
based organizations to notify memb ers of the community ( especially those who are most 
likely to require financ ial assistance) about the availability of financial assistance at St. 
Francis Medic al Center. 

f. By December 1, 2019, all staff that interacts with patients and their fami lies concerning 
payment of services shall be given training to make patient s and their fami lies aware of 
and infonned of Strategic Global Management, Inc. 's Financial Ass istance Policy at St. 
Francis Medical Center. 

Any planning of, and any subsequent changes to , the charity care and collection policie s, and 
charity care services provided at St. Francis Medical Center shall be decided after consultation 
with the Local Governing Board of Director s. 

Strategic Globa l Management , Inc. 's obligation under thi s Cond ition shall be prorated on a daily 
basis if the closing date of the Asset Purchase Agreement is a date other than the first day of 
Verity Health System of California, Inc.' s fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not decrea sed) by an amount equal to the Annual Percent increa se, if any, 
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the Los Angele s-Long Beach-Anaheim Average Base Period: 1982- 84=100 (CPI-LA, as 
published by the U.S. Bureau of Labor Statist ics). 
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If the actual amoun t of charity care provided at St. Franci s Medical Cente r for any fiscal year is 
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referen ced 
Consumer Price Index) required for such fiscal year, Strategic Global Management, Inc. shall 
pay an amount equal to the deficiency to one or more tax-exempt entities that provide direct 
healthcare services to residents in the St. Francis Medical Center's service area (31 ZIP codes), 
as described on page 54 in the Healthcare Impact Repo1i authored by JD Healthcare dated 
August 16, 2019. (Exhibit 1.) Such payment( s) shall be made within six months following the 
end of such fiscal year. 

XI. 

For six fiscal years from the closing date of the Asset Purchase Agreement Strategic Global 
Management , Inc. shall provide an annual amount of Community Benefit Services at St. Francis 
Medica l Center equal to or greater than $ 1,139,301 (the "Minimum Co1mnunity Benefit Service s 
Amount") exclusive of any funds from grants. For six fiscal years, the following communinity 
benefit programs and services shall continue to be offered at its cmTent or equivalent location: 

a. Southern Californi a Crossroads Program; 
b. Health Benefit Resource Center; 
c. Welcome Baby Program; 
d. Healthy Community Initiati ves; 
e. American Career College access for onsite training ; 
f. Paramedic Trainin g and Education ; and 
g. Pati ent Transportation suppo1i. 

The planning of, and any subsequent change s to, the communit y benefit services provided at St. 
Francis Medica l Cente r shall be decided after consultation with the Local Governing Board of 
Directors. 

Strategic Global Management, Inc.' s obligation under thi s Condition shall be prorated on a daily 
basis if the effecti ve date of the Asset Purch ase Agreement is a date other than the first day of 
Verity Health System of California, Inc.'s fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Communit y Benefit 
Services Amount shall be increa sed (but not decreased) by an amount equal to the Annual 
Percent increase , if any, in the 12 Month s Percent Change: All Items Consumer Price Index for 
All Urban Consumers in the Los Angeles-Long Beach-Anaheim Average Base Period: 1982 -
84= 100 (CPI-LA, as publi shed by the U.S. Bureau of Labor Statistics). 

If the actual amount of community benefit services provided at St. Francis Medica l Center for 
any fiscal year is less than the Minimum C01mnunity Benefit Services Amount (as adjus ted 
pur suant to the above-referenced Consumer Price Index) required for such fiscal year, Strategic 
Global Management, Inc. shall pay an amount equal to the deficiency to one or more tax-exempt 
entities that provide c01mnunity benefit services for residents in St. Franc is Medica l Center 's 
service area (31 ZIP codes), as defined on as described on page 54 in the Healthcare Impact 
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Repoti authored by JD Healthcare dated August 16, 2019. (Exhibi t 1.) Such pa yme nt( s) shall be 
made within six month s following the end of such fisca l year. 

XII. 

For at least ten years from the closing date of the Asset Purchase Agreement unles s otherwise 
ind icated, Strateg ic Globa l Management , Inc. sha ll maintain its contrac ts and any amendments 
and exhibits thereto with the City and/or County of Los Angeles for services , including the 
following: 

a. Patiicipation in the Hospital Preparedness Program between the Ho spital and Los 
Ange les County; 

b. Department of Menta l Health Lega l Entity Contrac t between the Ho spit al and Los 
Ange les County; 

c. Paramedic Base Hospital Services between the Ho spital and Los Angeles County; 
d. Rad iation Therapy Services between the Hospital and Los Angeles County; 
e. De signation Agreement between th e County of Los Angeles Department of 

Men tal Health (LAC-DMH) and the Hospital and approved as a 72-hour 
Evaluat ion and Intensi ve Treatment facili ty; 

f. Affiliation Agreeme nt for physicians in po st graduate training; 
g. Trauma Center Service Agreement between the Ho spital and Los Angeles 

County; and 
h. Paramedic Training Institute Students between the Hospital and Los Ange les 

County. 

For at least ten years from the closing date of the Asset Purc hase Agreeme nt, Strategic Global 
Management shall pro vide to the Los Ange les County Department of Health Services and Los 
Ange les Cou nty of Department of Mental Health information and docum ents related to staffing 
assessments, clinical guide lines, service s provided , and technolo gy need s for St. Franc is Med ical 
Center. The goal is to ensure that Strategic Globa l Management, Inc . 's decisions or changes in 
these areas wi ll not be moti vate d by a desire to move away from serving the Medi-Ca l 
population. Such informat ion and documents will also be provided to the Local Govern ing 
Board. 

XIII . 

For ten years from the closing date of the Asset Purchase Agreement, Strategic Global 
Management, Inc. shall have at St. Francis Medical Cente r a Local Governing Board of 
Directors. Strategic Global Management, Inc. shall consult with the Local Govern ing Board of 
Directors prior to making changes to medical services, conmrnnity benefit programs, making 
capita l expenditures , includ ing making changes to the charity care and collection policies , and 
making changes to charity care services provided at St. Franc is Medica l Center. The member s of 
the Local Governing Board sha ll include physician s from St. Francis Medica l Center's medical 
staff, St. Franc is Medical Center's Chief of Staff, one member designated by the Los Ange les 
County Board of Supervisors , and community repre sentatives from St. Francis Medical Cen ter's 
primary serv ice area (31 ZIP codes), as described on page 54 in the Healthcare Impact Report 
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authored by JD Healthcare dated August 16, 20 19 attached hereto as Exh ibit 1, including at least 
one member from a local healthcare advocacy group. Such consul tation shall occur at least sixty 
days prior to the effec tive date of such changes or actions unless done so on an emergency basis. 
The Local Governing Board's approva l is requir ed of all reports submitted to the Attorney 
General regardin g comp liance with these Conditions. 

XIV. 

Strategic Global Management, Inc. shall comm it to reserve or expend capital for St. Francis 
Medica l Center, St. Vincent Medica l Center, and Seton Medical Center for capita l impro vement s 
to the hospitals over the five-year period from the closing of the Asse t Purc hase Agreement of 
the amount that remains unexpended from the $180 million c01m11itment requ ired of 
BlueMo untain Capital Manage ment, LLC as part of the Attorney General Cond itions approved 
on December 3, 2015 but this amoun t can be no less than $5.8 milli on among the three hospita ls. 

xv. 

Strategic Global Manageme nt, Inc. shall conm1it the nece ssary investme nts requir ed to maintain 
OSHPD seismic comp liance requirements at the Hospital tlu·ough 2030 und er the Alfred E. 
Alqui st Hospital Fac ilities Seismic Safety Act of 1983, as amended by the Californi a Hospital 
Facilitie s Seism ic Safety Act, (Health & Safety. Code, § 129675-1300 70). 

XVI. 

Strategic Globa l Management , Inc. shall maintain p1ivileges for current medical staff who are in 
good standin g as of the closing date of the Asse t Purchase Agreeme nt. Furth er, the closing of 
the Asset Purchase Agreement shall not change the medical staff officers, conm1ittee chairs, or 
independence of the medi cal staff , and such persons shall remain in good standin g for the 
remainder of their tenure at St. Francis Medica l Center. 

XVII. 

There shall be no discrimination against lesbian, gay, bisexual , or transgende r individua ls at St. 
Franc is Medical Center, and no restriction or limitatio n on providing or making reproductive 
health services available at St. Francis Medica l Center, its medi cal office bui ldings, or at any of 
its fac ilities. Both of these proh ibitions shall be set forth in Strategic Globa l Management, Inc.'s 
written policies , adhered to, and stlictl y enforced. 

XVIII. 

Within 15 days of the closing of date of the Asse t Purchase Agreement , St. Franc is Medical 
Center Foundation shall tran sfer all charitable assets including , but not limited to , all temporary 
and pennanently restiicted funds to the California Conmrnnity Foundation. 

a) The funds from St. Francis Medical Center Foundation , if not previou sly 
restricted to support a specific charitable orga nization, will be deposited 
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into the Ca liforn ia Comm uni ty Foundation's St. Franc is Medical Center 
Fund, and used to supp ort nonprofit tax-exempt charitable orga nizat ions, 
clini cs and faciliti es in providing healthc are services to res idents of St. 
Fran cis Medica l Ce nter 's service area (31 ZIP codes), as described on 
page 54 in the Healthcare Imp act Report authored by JD Healthca re dated 
August 16, 2019. (Exhibit 1.) The donated funds sha ll be ma intain ed and 
used for the purp oses specified herein for a period of at least five years . 

b) Ifthere are fund s from St. Fran cis Medica l Center Foundation previous ly 
restricted to supp ort a specific charitabl e organization, such funds sha ll be 
depo sited into a fund or fund s at California C01mnunity Foun dation 
re stricted to cont inuing suppo1i for such charitable organ izat ion or 
organization s. Such funds are protected aga inst obsolesce nce. If the 
purposes of any restricted fund become unneces sary, incapable of 
fulfillm ent, or inconsistent wi th the charit able needs of the comm unity 
serve d by Cal ifornia Conununity Foundati on, the California Community 
Foundation 's Board of Direct ors sha ll have the ability to modify any 
restriction or condition on the use such fund. 

XIX. 

For eleven fiscal years from the closin g date of the Asset Purchase Agreement Strateg ic Global 
Management shall submi t to the Attorn ey Genera l, no later than four months after the conclusion 
of each fisca l yea r, a report describing in detail compli ance with each Cond ition set forth herein. 
The Chainn an of the Board of Dir ectors of Strate gic Glob al Management, Inc. shall certify that 
the report is true, accurat e, and compl ete and pro vide document ation of the review and appro val 
of the repo1i by the Local Governing Board. 

xx. 

At the request of the Attorney General , all parties listed in Condition I, Verity Health System of 
California, Inc., Verity Holdin gs, LLC, Strategic Global Management, Inc., and any other parties 
referen ced in the agree m ents listed in Condition II shall provide such information as is 
reasonably necessary for the Attorney General to monitor comp liance with these Conditions and 
the tenn s of the tran saction as set forth herein. The At torn ey General shall , at the request of a 
party and to the extent prov ided hy law , keep confiden tial any infonnation so produced to the 
extent that such info1mation is a trade secret or is privileged under state or federal law, or if the 
pri vate interest in maintaining confi den tialit y clearly outweigh s the pub lic inte rest in disclosure. 

XXI. 

Once the Asset Purchase Agreement is closed , all part ies listed in Condition I, and any other 
parties referenced in the agreem ents liste d in Condition II are deemed to have explicitly and 
implicitly consented to the applicabil ity and compliance with each and every Condition and to 
have waived any right to seek judicial relief with respect to each and every Condition . 
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The Attorney General reserves the right to enforce each and every Condition set forth herein to 
the fullest extent provided by law. In addition to any legal remedie s the Attorney General may 
have, the Attorney Genera l shall be entitled to specific perfonnance, injunctive relief , and such 
other equita ble remedies as a court may deem appropriate for breach of any of these Conditions. 
Pursuant to Government Code section 12598, the Attorney General 's office shall also be entitled 
to recover its attorney fees and costs incurred in remedying each and every violation . 
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Ana lysis of the Hospital's Service Area 

Service Area Definition 

Based upo n the Hospital's CY 2017 inpatient discharges, th e Hospita l's service area is comp rised 
of 31 ZIP Codes from which 75% of the Hospital's inpatient discharges came from. Approx imately 
51% of the Hospital's discharges originated from the top eight ZIP Codes, located in Lynw ood, 
South Gate, Los Angeles, Bell, Compt on, Bell Gardens, and Huntington Parl<. In CY 2017, the 
Hospital's market share in th e service area was appro ximately 11% based on tota l area 
discharges . 

90262 Lynwood 2,490 11.1% 11.1% 38.1% 6,538 
90280 South Gate 2,187 9.8% 20.9% 29.0% 7,554 
90221 Compton 1,400 6.3% 27.2% 24.1% 5,8 12 
90201 Bell 1,359 6.1% 33.3% 16.3% 8,363 
90002 Los Angeles 1,056 4.8% 38.0% 18.4% 5,797 
90255 Hunti ngton Park 956 4.3% 42.3% 15.5% 6,172 
90059 Los Ange les 948 4.2% 45.6% 17.2% 5,527 
90001 Los Angeles 922 4.1% 50.7% 15.6% 5,90 1 
90220 Compto n 708 3.2% 53.9% 12.7% 5,554 
902 22 Compto n 700 3.1% 57.0% 18.1% 3,868 
90003 Los Angeles 625 2.8% 59.8% 7.6% 8,209 
90044 Los Angeles 542 2.4% 62.2% 4.5% 11,994 
90723 Paramount 525 2.3% 64.5% 11.7% 4,483 
90051 Los Ange les 358 1.5% 66.2% 9.5% 3,764 
90550 Norwa lk 344 1.5% 67.7% 3.3% 10,373 
90270 Maywood 282 1.3% 69.0% 12.2% 2,309 
90805 Long Beach 257 1.2% 70.2% 2.7% 9,940 
90705 Bellfl owe r 253 1.2% 71.3% 3.5% 7,223 
90242 Down ey 252 1.1% 72.5% 6.2% 4,038 
90241 Dow ney 224 1.0% 73.5% 6.0% 3,726 
90650 Pico Rivera 91 0.4% 73.9% 1.4% 6,608 
90240 Downey 69 0.3% 74.2% 3.3% 2,073 
90670 Sant a Fe Springs 46 0.2% 74.4% 2.7% 1,703 
9060 5 Whitti er 44 0.2% 74.6% 1.1% 4,082 
90605 Whittier 44 0.2% 74.8% 1.4% 3,244 
90703 Cerritos 37 0.2% 74.9% 0.9% 4,026 
90604 Whitt ier 32 0. 1% 75.1% 0.9% 3,698 
90701 Art esia 31 0. 1% 75.2% 1.7% 1,8 13 
90638 La Mirada 30 0.1% 75.4% 0.7% 4,274 
90503 Whi tt ie r 3 0.0% 75.4% 0.1% 2,152 
90639 La Mirada 0 0.0% 75.4% 0.0% 10 
Sub-Tota l 16,845 75.4% 75.4% 10.5% 160,828 
All Othe r 5,504 24.6% 100% 
Grand Total 22,349 '11'\f\O/ 

.L VU /0 

Source: OSHPD Di scharge Database, CY 2017 
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Conditions to the Sale of St. Vincent Medical Center 1 and Approval of the Asset Purchase 
Agreement by and among Verity Health System of California, Inc., Verity Holdings, LLC, 
St. Francis Medical Center, St. Vincent Medical Center, St. Vincent Dialysis Center, Inc., 
Seton Medical Center, and Strategic Global Management, Inc. 

I. 

These Conditions shall be legally binding on Verity Health System of California, Inc., a 
California nonprofit public benefit corporation, Verity Holdings, LLC, a California limited 
liability company, St. Francis Medical Center, a California nonprofit public benefit corporation, 
St. Vincent Medical Center, a California nonprofit public ben efit corporation, St. Vincent 
Dialysis Center, Inc., a California nonprofit public benefit corporation , Seton Medical Center , a 
California nonprofit public benefit corporation, St. Francis Medical Center Foundation , a 
nonprofit public benefit corporation , St. Vincent Foundation, a California nonprofit corporation, 
Seton Medical Center Foundation , a California nonprofit corporation, Verity Business Services , 
a California nonprofit public benefit corporation, Verity Medical Foundation, a California 
nonprofit public benefit corporation, St. Vincent de Paul Ethics Corporation , a California 
nonprofit public benefit corporation , St. Vincent Dialysis Center, Inc., a California nonprofit 
public benefit corporation, Marillac Insurance Company, Ltd., a Cayman Islands corporation, 
DePaul Ventures, LLC, a California limited liability company, DePaul Ventures - San Jose 
ASC, LLC, a California limited liability company, DePaul Ventures - San Jose Dialy sis, LLC, a 
California limited liability company , and Strategic Global Management, Inc. , a California 
corporation, any other subsidiary, parent, general partner, limited partner, member , affiliate , 
successor, successor in interest, assignee, or person or entity serving in a similar capacity of any 
of the above-listed entities including , but not limited to, any entity succeeding thereto as a result 
of consolidation, affiliation, merger, or acquisition of all or substantially all of the real property 
or operating assets of St. Vincent Medical Center, or the real prope1iy on which St. Vincent 
Medical Center is located , any and all current and future owners, lessees, licensees, or operators 
of St. Vincent Medical Center, and any and all current and future lessees and owners of the real 
prop erty on which St. Vincent Medical Center is located. 

II. 

The transaction conditionally approved by the Attorney General consists of the Asset Purchase 
Agreement dated January 8, 2019, by and among , Verity Health System of California, Inc. , a 
Califon1ia 11011profit public be11efit corporation, Veerity Holdings, LLC, a California li111ited 
liability company , St. Francis Medical Center , a Californi a nonprofit public benefit corporation, 
St. Vincent Medical Center, a California nonprofit public benefit corporat ion, St. Vincent 
Dialysis Center , Inc., a California nonprofit public benefit corporat ion, Seton Medical Center, a 

1 Throughout this document , the tenn "St. Vincent Medical Center" shall mean the genera l acute 
care hospital locat ed at 213 1 West Third Street, Los Angeles, CA 90057, and any other clinics, 
laborato1ies, units , services, or beds includ ed on the license issued to St. Vincent Medical Center 
by the Californi a Department of Public Health, effective January 1, 2019, unless otherwise 
indicated. 
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California nonprofit public benefit corporation, and Strategic Global Management, Inc., a 
California corporation, and any agreement s or documents referenced in or attached to as an 
exhibit or schedule and any other documents referenced in the Asset Purcha se Agreement, 
includin g, but not limited to, the Sale Leaseback Agreement and Interim Managem ent 
Agreement. 

All the entities listed in Condition I, and any other parties referenced in the above agreements 
shall fulfill the terms of these agreements or docum ents and shall notify and obtain the Attorney 
General 's approval in writing of any propo sed modification or rescission of any of the tenn s of 
these agreement s or docum ents. Such notification s shall be provided at least sixty days prior to 
their effective date in order to allow the Attorney Genera l to consider whether they affect the 
factors set forth in Corporations Code section 5917 and obtain the Attorney Genera l 's approval. 

III. 

For five years from the closing date of the Asset Purcha se Agreement, Verity Health System of 
California , Inc., Ve1ity Holding s, LLC, Strategic Global Management, Inc., and all future 
owners, managers, lessees, licensees, or opera tors of St. Vincent Med ical Center shall be 
required to provide written notice to the Attorne y General sixty days p1ior to entering into any 
agreement or transaction to do any of the following: 

(a) Sell , transfer, lease, exchange, option , convey, manage, or otherwise dispose of St. Vincent 
Medical Center ; 

(b) Tran sfer control , responsibilit y, management , or governanc e of St. Vincent Med ical Center. 
The substitution , merger or addition of a new memb er or members of the governing body of 
Strategic Globa l Management , Inc. that transfers the contro l of, respons ibility for or governance 
of St. Vincent Medica l Center, shall be deemed a transfer for purpo ses of thi s Condition. The 
substitution or addition of one or more members of the gove rning bod y of Strategic Globa l 
Management, Inc., or any arrangement, written or oral, that would transfer vot ing control of the 
member s of the governing bod y of Strategic Glob al Management, Inc. shall also be deemed a 
transfer for purpo ses of this Condition. 

IV. 

For five years from the closing date of the Asset Purchase Agreeme nt unless otherwise stated, St. 
Vincent Medical Center shall be opera ted and maintained as a licensed general acute care 
hospi tal (as defined in California Health and Safety Code Section 1250). If , on Strategic Global 
Management, Inc. 's fmih er evaluat ion, the cost to seismically retrofit the St. Vincent Medical 
Center becomes less feasib le than building a new replacemen t hospital, services may need to be 
tempora1ily closed or relocated due to construct ion. A detailed progr am and services plan, 
architectural drawing s, and financing plan shall be presented to the California Attorney Genera l 
for approval before ceasing to operate any services. 

V. 

2 



For five years from the closing date of the Asset Purchase Agreement, St. Vincent Medica l 
Center shall maintain and provide 24-hour emergency serv ices at no less than its current 
licensure 2 of 8 treatment stations, and designation and the following health care serv ice s at 
current licen sure types , and/or levels of services: 

a. De signation as a STEMI Receiving center; and 
b. Maintaining the requirement s set by the County of Los Ange les Emergency Medical 

Services for 911 Recei ving Hospitals. 

VI. 

For at lea st five years from the clo sing date of the Asset Purcha se Agreement, St. Vincent 
Medical Center shall maintain and provide the following services at current licen sure , types , 
and/or level s of services: 

a. Acute rehabilitation services, including a minimum of 19 licensed rehabilitation beds ; 
b. Intensive care serv ices, including a minimum of 30 intensive care beds ; 
c. Cardiac services, including card iac surgery and a minimum of two cardiac catheterization 

labs; 
d. Cancer services, includin g radiat ion oncology. Radiation oncology services may be 

relocated and patients transitioned to another site that has capacity within a three-mile 
radius after the first year after the closing of the Asset Purcha se Agreement; 

e. Gastroenterology services; 
.f. Imagin g and laboratory services; 
g. Nephrology services , includin g end stage renal disease program, acute inpatient dialy sis, 

and hemodialysi s treatment s; 
h. Neurology and neurotology service s, including neurosurgery ; 
1. Orthoped ics, joint replacement , and spine care services ; 
J. Transp lant services , including kidne y and multi-or gan tran splant procedures for 

kidney /pancre as double tran splant s. Transplant serv ices do not include the liver 
tran splant program. These services may be relocated to another ho spital in the primar y 
service area based upon a submi ssion of a detailed plan to be approved by the California 
Attorney Genera l; and 

k. Outpatient dialys is serv ice s. The outpa tient dialysis service s shall be withi n 5 miles of 
St. Vincent Medical Center by either (1) operating St. Vincent Dia lysis Center , or (2) 
transferring St. Vincent Dialysis Center to a separate entity and requirin g that entity to 
operate it for 5 years from the closing date of the Asset Purchase Agreement and to 
participate in the Medi-Cal and Medica re programs as required in the Conditions herein, 
or (3) ensuring th at a third part y is operating an outpatient dialysis center(s) at current 
levels for 5 years from the closing date of the Asset Purchase Agreement and that such 
center( s) participate in the Medi-Cal and Medicare programs as required in Conditions 
herein. 

2 The tenn "current " or "currently'' tlu·oughout this document means as of January 1, 2019. 
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Strategic Global Management, Inc. shall not place all or any po1iion of its above-li sted licensed­
bed capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

VII. 

For at least five years from the closing date of the Asset Purchase Agreement , Strategic Global 
Managem ent, Inc. shall either: (1) operate clinics (listed below) with the same number of 
physicians and mid-level provider full-time equivalents in the same or similar aligmnent 
structures, or (2) sell the clinics (listed below) with the same number of physician and mid-level 
provider full-time equivalents and require the purchaser(s) to maintain such services for 5 years 
from the closing date of the Asset Purchase Agreement and to particip ate in the Medi-Cal and 
Medicare programs as required in the conditions herein , or (3) ensure that a third party is 
operating the clinics (listed below) with the same number of phy sician and mid-level provider 
full-time equivalents and require the third party to maintain such services for 5 years from the 
closing date of the Asset Purchase Agreement and to participate in the Medi-Cal and Medicare 
programs as required in the conditions herein. For any of these options, each clinic can be 
moved to a different location within a three-mile radius of each clinic 's cmTent location, and St. 
Vincent Medical Center can utilize an alternative structure in providing such services. The 
following clinics are subject to this condition: 

a. Cardiac Care Institute , located at 201 S. Alvarado Street, Suite 321, Los Angeles, 
California ; 

b. Transplant Medical Office, located at 8501 Camino Media, Suite 100, Bakersfield, 
California; 

c. Cancer Treatment Center, located at 201 S. Alvarado Street, Suite A, Los Angeles, 
California ; 

d. Multi-Organ Transplant services, located at 2200 W. Third Street, 5th Floor , Los 
Angeles, California ; 

e. Radiology services, located at 201 S. Alvarado Street, Suite 311, Los Angeles, 
California; 

f. 01ihop edic Services, located at 2200 W. Third Street, 4th Floor, Los Angeles, California; 
and 

g. Multispecialty Clinic located at 2200 W. Third Street, Suite 120, Los Angeles, California. 

VIII . 

For at least five years from the closing date of the Asset Purchase Agreeme nt, Strategic Global 
Management, Inc. shall: 

a) Be certified to participate in the Medi-Cal program at St Vincent Medical Center; 

b) Maintain and have Medi-Cal Managed Care contracts with the below listed Medi-Cal 
Managed Care Plans to provide the same types and levels of emergency and non-emergency 
services at St. Vincent Medical Center to Medi-Cal benefic iaries (both Traditional Medi-Cal and 
Medi-Cal Managed Care) as required in these Conditions, on the same terms and conditions as 

4 



other similarly situated hospitals offering substantia lly the same services, without any loss, 
intenuption of service or diminution in quality, or gap in conh·acted hospital coverage, unless the 
contract is tenninated for cause or not extended or renewed by the Medi-Cal Managed Care Plan: 

i) Local Initiative: L.A. Care He alth Plan or its successor; and 
ii) C01m11ercial Plan: Health Net Conmrn nity Solutions, Inc. or its succe ssor. 

If Strategic Global Management, Inc. questions whether it is being reimbursed on the same tem1s 
and conditi ons as other similarly situated hospita ls offering substantially the same services, it 
shall notify the Attorney Genera l 's Office with at least 120 days' notice prior to taking any 
action that would effectuate any loss, intenuption of service or diminution in quality, or gap in 
contracted hospital cove rage or prior to giving any required notice of taking such act ion. 

c) Be ce11ified to participate in the Medicare program by maintaining a Med icare Pro vider 
Number to provide the same types and levels of emergency and non-emergency services at St. 
Vincent Medical Center to Med icare beneficiaries (both Traditional Medicare and Medicare 
Managed Care), on the same te1111s and cond itions as other similarly situated hospitals , as 
required in these Conditions. 

IX. 

For six fiscal years from the closing date of the Asset Purchase Agreement, Strategic Globa l 
Managemen t, Inc. shall provide an a1mual amount of Charity Care (as defined below) at St. 
Vincent Medica l Center equal to or greater than $696,643 (the Minimum Charily Care Amount) . 
For purposes here of, the term "charity care" shall mean the amount of chari ty care costs (not 
charges) incurred by Strategic Global Management, Inc. in connection with the operation and 
provision of services at St. Vincent Medical Center. The definition and methodology for 
calculating "charity care" and the methodology for calculating "costs" shall be the same as that 
used by Office of Statewide Health Planning Development (OSHPD) for annual hospital 
reporting purposes. 3 

Strategic Globa l Management, Inc. shall use and maintain a cha1ity care policy that is no less 
favorable than Verity Health System of California , Inc.'s current charit y care pol icy (Verity's 
Financial Assistance Policy No. 06 .03.04 effective December 5, 20 17 and revised and reviewed 
June 20, 2018) and in compliance with California and Federal law at St. Vincent Medical Center. 
Within 90 days from the closing of the Asse t Purchase Agreement, Strategic Global 
Management, Inc. will amend the Financial Assistance Policy to include as follows: 

a. A copy of the Financial Assistance Policy and the plain language summary of the 
Financial Assistance Polic y must be posted at St. Vincent Medical Center in a prominent 

3 OSHPD defines charity care by contrast ing charity care and bad debt. According to OSHPD, 
"the determination of what is classified as ... charity care can be made by establishing whe ther 
or not the patient has the ability to pay. The patient's accounts receivable must be written off as 
bad debt if the patient has the ability but is unwilling to pay off the account. " 
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location in the emergency room , admissions area, and any other location in the hospital 
where there is a high volume of patient traffic, including waiting rooms, billing offices, 
and hospit al outpatient service settings. 

b. A copy of the Finan cial Assistance Policy, the Applica tion for Financial Assistance, and 
the plain language summary of the Financial Assistance Policy must be posted in a 
prominent place on St. Vincent Medical Center 's website. 

c. If requested by a patient, a copy of the Financial Assistance Policy, Application for 
Financial Ass istance, and the plain langua ge summar y must be sent by mail at no cost to 
the patient. 

d. As necessary, and at least on an annual basis, Strategic Globa l Management, Inc. will 
place an advert isement regarding the availability of financial assistance at St. Vincent 
Medical Center in a newspaper of general circulation in the communit ies served by the 
hospita l, or issue a Press Release to widely publici ze the availability of the Financial 
Assistance Policy to the communitie s served by the hospital. 

e. Strategic Globa l Management, Inc. will work with affiliated organ izations, physicians, 
communit y clinics, other health care providers, hou ses of worship, and other community­
based organizations to notify members of the community (especially those who are most 
likely to require financial assistance) about the availability of financial assistance at St. 
Vincent Medical Center. 

f. By December 1, 2019, all staff that interacts with patient s and their families concerning 
payment of services shall be given trainin g to make patient s and their families aware of 
and informed of Strategic Global Management , Inc. 's Financial Assista nce Poli cy at St. 
Vincent Medical Center. 

Any planning of, and any subsequent changes to, the charity care and collection policies, and 
charity care services provided at St. Vincent Medica l Center shall be decided after consultation 
with the Local Governing Board of Directors. 

Strategic Global Management, Inc. 's obligation under this Condition shall be prorat ed on a daily 
basis if the closing date of the Asset Purch ase Agreement is a date other than the first day of 
Verity Health System of California , Inc.'s fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increa sed (but not decrea sed) by an amount equal to the Annual Percent increase, if any, 
in the 12 Months Percent Change: All Items Consume r Price Index for All Urban Consumers in 
the Los Ange les-Long Beach-Anaheim Average Base Period: 1982-84= 100 (CPI-LA, as 
published by the U.S. Bureau of Labor Statistics). 

If the actual amount of charity care provided at St. Vincent Medical Center for any fiscal year is 
less than the Minimum Charity Care Amount (as adju sted pursuant to the above-referenced 
Consumer Price Index) required for such fiscal year, Strategic Global Management, Inc. shall 
pay an amount equal to the deficiency to one or more tax-exempt entities that provide direct 
healthcare services to residents in the St. Vincent Medical Center's service area (48 ZIP codes), 
as described on page 52 in the Healthcare Impact Report authored by JD Healthcare dated 
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August 16, 2019. (Exhibit 1.) Such payment(s) shall be made within six months following the 
end of such fiscal year. 

x. 

For six fiscal years from the closing date of the Asset Purchase Agreement Strategic Global 
Management, Inc. shall provide an annual amount of Conununity Ben efit Services at St. Vincent 
Medical Center equal to or greater than $1,065,604 (the "Mini mum Community Benefit Services 
Amount") exclusive of any funds from grants . For six fiscal years, the following community 
benefit program s and services shall continue to be offered at its current or equiva lent location: 

a. Health Benefits Resource Center; and 
b. Asian Pacific Liver Center. 

The planning of , and any subsequent changes to, the c01mnunity benefit services provided at St. 
Vincent Medical Center shall be decided after consultation with the Local Governing Board of 
Directors. 

Strategic Globa l Management, Inc. 's obligation under this Condit ion shall be prorated on a daily 
basis if the effecti ve date of the Asse t Purchase Agreement is a date other than the first day of 
Verity Health System of California, Inc.'s fiscal year. 

For the second fiscal year and each subseq uent fiscal year, the Minimum Comm unity Benefit 
Services Amount shall be increa sed (but not decreased) by an amount equal to the Amma l 
Per cent increa se, if any, in the 12 Months Percent Change: All Items Consumer P1ice Index for 
All Urban Consumers in the Los Angeles-Long Beach Anaheim Average Base Period: 1982-
84= 100 (CPI-LA, as publi shed by the U.S. Bureau of Labor Statistics). 

If the actua l amou nt of conm1unity benefit services provided at St. Vincent Medical Center for 
any fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted 
pur suant to the above-referenced Consumer Price Index) required for such fiscal year, Strategic 
Global Management, Inc. shall pay an amount equal to the deficiency to one or more tax-exemp t 
entities that provide c01mnunity benefit services for residents in St. Vincent Medica l Center's 
serv ice area ( 48 ZIP codes), as defined on as described on page 52 in the Healthcare Impact 
Rep01i authored by JD Healthcare dated August 16, 20 19. (Exhibit 1.) Such payment( s) shall be 
made within six month s following the end of such fiscal year. 

XI. 

For at least five years from the closing date of the Asset Purchase Agreement unless otherw ise 
indicated, Strategic Global Management, Inc. shall maintain its contracts and any amendments 
and exhibits thereto with the City and/or County of Los Angeles for services , includin g the 
following: 

a. Participation in the Hospital Preparedness Program between the Hospita l and Los 
Angeles County; and 
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b. Radiation Thera py Services betwee n the Hospital and Los Ange les County. 

For at least five years from the closing date of the Asset Purchase Agreeme nt, Strategic Global 
Management shall provide to the Los Angeles County Department of Health Serv ices and Los 
Angeles County of Department of Mental Health infonnation and document s related to staffing 
assessments, clinical guidelines , services provided , and teclmology needs for St. Vincent 
Medica l Center. The goal is to ensure that Strategic Global Management, Inc.' s deci sions or 
changes in these areas will not be motivated by a desire to move away from serving the Med i­
Cal population. Such infonnat ion and documents will also be provided to the Local Governing 
Board . 

XII . 

For five years from the closing date of the Asset Purchase Agreeme nt, Strategic Globa l 
Management, Inc. shall have at St. Vincent Medical Center a Local Governi ng Board of 
Directors. Strategic Global Management, Inc. shall consult with the Local Governing Board of 
Directors pri or to making changes to medical services, co1mnunity benefit programs, making 
capital expenditures, including making changes to the cha1it y care and collection polici es, and 
making changes to charity care services provided at St. Vincent Medical Center. The members 
of the Local Governing Board shall include physicians from St. Vincent Medica l Center's 
medical staff, St. Vincent Medical Center 's Chief of Staff, one member designated b y the Los 
Angeles Count y Board of Supervi sors, and conununity representative s from St. Vinc ent Medica l 
Center's primary service area (48 ZIP codes), as desc1ibed on page 52 in the Healthc are Impact 
Report authored by JD Healthcare dated August 16, 20 19 attached hereto as Exhibit 1, includin g 
at least one member from a local healthcare advocacy group . Such consultation shall occur at 
least sixty days prior to the effective date of such changes or actions unle ss done so on an 
emergency basis. The Local Govern ing Board' s appro val is required of all report s submitted to 
the Attorney Genera l regarding comp liance with these Condition s. 

XIII. 

Strategic Globa l Manageme nt, Inc. shall commit to reser ve or expend capital for St. Franc is 
Medical Center, St. Vincent Medica l Cente r, and Seto n Medica l Center for capital improveme nts 
to the hospitals over the five-year period from the closin g of the Asset Purcha se Agreement of 
the amount that rema ins unexpended from the $180 million commitment required of 
BlueMounta in Capital Management, LLC as part of the Attorney Genera i Conditions approved 
on Dec ember 3, 2015 but this amount can be no less than $5.8 mill ion among the thre e hospita ls. 

XIV . 

Strategic Global Management, Inc. shall c01mnit the necessary investments required to meet and 
maintain OSHPD seismic complian ce requir ements at St. Vincent Medica l Center through 2030 
under the Alfred E. Alquist Hospital Faci lities Seismic Safety Act of 1983, as amended by the 
California Hospital Facilities Seismic Safety Act , (Health & Saf. Code,§ 129675-130070). 
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Verity Health System of California , Inc. shall commit the necessar y capita l investment required 
to refurbi sh St. Vincent Medical Center 's elevators in order to meet the City of Los Angeles' 
Elevator Code. 

xv. 

Strategic Global Management , Inc. shall maintain privileges for cmTent medical staff who are in 
good standing as of the closing date of the Asset Purcha se Agreement. Further, the clo sing of 
the Asset Purchase Agreement shall not chan ge the medi cal staff officers, conm1ittee chairs, or 
independence of the medica l staff , and such persons shall remain in good standing for the 
remainde r of their tenure at St. Vincent Medica l Center. 

XVI. 

There shall be no discriminati on aga inst le sbi an, gay, bi sexua l, or transgender individuals at St. 
Vincent Medical Center , and no re striction or limit ation on providing or making reproductive 
health services available at St. Vincent Med ical Center, its medical office building s, or at any of 
its facilitie s. Both of these prohibition s shall be set forth in Strategic Global Management Inc.' s 
written poli cies, adhered to , and strictly enforced. 

XVII. 

Within 15 days of the clo sing of date of the Asse t Purchase Agreement , St. Vincent Med ical 
Center Found ation shall transfer all charitable assets indudin g, but not limited to, all temporary 
and pennanent ly restricted funds to the California C01mnunity Foundation. 

a) The fund s from St. Vincent Medica l Center Foundation , if not pr eviou sly 
restrict ed to suppo1i a spec ific charitab le organi zation, will be depo sited 
into the California Community Foundation's St. Vincent Medica l Center 
Fund, and used to support nonprofit tax-exempt charitable organization s, 
clinic s and facilities in providing healthcare services to residents of St. 
Vincent Medical Center 's serv ice area (48 ZIP codes), as descr ibed on 
page 52 in the Healthcar e Impact Report authored by JD Healthc are dated 
August 16, 2019. (Exhibit 1.) The donated fund s shall be maint ained and 
used for the purpo ses specifi ed her ein for a per iod of at leas t five years. 

b) If there are fund s from St. Vincent Medica l Center Foundation pr eviou sly 
restricted to supp01i a specific charit able organization , such funds shall be 
deposited into a fund or funds at Californi a Communit y Found ation 
restricted to continuing supp ort for such charitable organization or 
organ izations. Such funds are protected against obso lescence. If the 
purpo ses of any restricted fund becom e unn ecessary , incapable of 
fulfi llment, or inconsisten t with the charitab le needs of the commun ity 
served by California Community Foundation , the California Community 
Foundation's Board of Director s shall have the ability to modify any 
restric tion or conditi on on the use such fund. 
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XVIII . 

For six fiscal years from the closing date of the Asset Purchase Agreemen t Strategic Global 
Manage ment shall submit to the Attorney General , no later than four month s after the conclusion 
of each fiscal year, a report describing in detail compli ance with each Condition set f01ih herein . 
The Chainnan of the Board of Directors of Strategic Global Management, Inc. shall certif y that 
the repo1i is tru e, accura te, and complete and provide documentation of the review and approva l 
of the report by the Local Govern ing Board. 

XIX . 

At the request of the Attorney General, all parties listed in Cond ition I, Verity Health System of 
California , Inc., Verity Holdings, LLC, Strategic Glob al Management, Inc., and any other partie s 
referenc ed in the agreemen ts listed in Condition II shall provide such infonnation as is 
reasonab ly nece ssary for the Attorney General to monitor compli ance with these Condit ions and 
the tenn s of the transaction as set fo1ih herein. The Attorney General shall , at the reque st of a 
party and to the extent provided by law, keep confidential any infonnation so produced to the 
extent that such infonnation is a trade secret or is privileged under state or federal law, or if the 
priva te intere st in maintaining confidenti ality clearly outweigh s the public int erest in disclosur e. 

xx. 

Once the Asset Purchase Agreement is closed, all parties listed in Condition I, and any other 
parties referenced in the agreeme nts listed in Condition II are deemed to have explicitly and 
implicitl y consented to the appli cabi lity and comp liance with each and every Condition and to 
have waived any right to seek judi cial relief with respect to each and every Conditi on. 

The Attorney Genera l reserves the 1ight to enforce each and every Condition set forth herein to 
the fulle st extent provided by law. In addition to any legal remedies the Attorne y Genera l may 
have, the Atto rney General shall be entitled to specific performa nce, injun ctive relief , and such 
other equitabl e remedi es as a court may deem appropri ate for brea ch of any of these Cond itions. 
Pursuant to Governmen t Code section 12598, the Atto rney General 's office shall also be entitled 
to recover its attorney fees and costs incurred in remed ying each and every vio lation. 
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Analysis of the Hospital's Service Area 

Service Area Definition 

Based upon the Hospital's CY 2017 inpat ient discharges, the Hospital's service area is comprised 
of 48 ZIP Codes fr om wh ich 71% of the Hospital's inpatient discharges came from. Approximate ly 
38% of the Hospital's discharges originated from the top eight ZIP Codes, located in Los Ang eles. 
In CY 2017, the Hospital's market share in the primary and secondary service area was 
approximately 4% based on to tal area discharges. 

90057 Los Angeles 1, 106 10.0% 10.0% 5,955 18.6% 
90 006 Los Angeles 726 6.5% 16.5% 5,472 13.3% 
90026 Los Angeles 579 5.2% 21.7% 5,034 11.5% 

900 04 Los Angeles 49 1 4.4% 26.1% 4,69 1 10.5% 

90005 Los Angel es 486 4.4% 30.5% 2,843 17.1% 
90020 Los Angeles 297 2.7% 33.2% 2,600 11.4% 
90019 Los Angeles 286 2.6% 35.8% 5,893 4.9% 

90018 Los Angeles 263 2.4% 38.1% 5,975 4.4% 

90029 Los Angeles 238 2. 1% 40.3% 4,114 5.8% 

90017 Los Angeles 235 2.1% 42 .4% 2,308 10.2% 
90037 Los Angeles 226 2.0% 44 .4% 7,439 3.0% 
90011 Los Angeles 212 1.9% 46.3% 10,436 2.0% 
90012 Los Angeles 198 1.8% 48.1% 4,017 4.9% 

90007 Los Angeles 195 1.8% 49.9% 3, 129 6.2% 

90013 Los Angeles 115 1.0% 50.9% 2,655 4.3% 
90015 Los Angeles 112 1.0% 51.9% 1,918 5.8% 
900 14 Los Angeles 99 0.9% 52.8% 1,287 7.7% 

90010 Los Angeles 50 0 .5% 53.3% 311 16.1% 
90009 Los An eles 12 0.1 % 53.4% 113 10.6 % 

PSA Sub·Total 5 926 53.4% 53.4% 76190 7.8 % 

90044 Los Angeles 152 1.4% 54.7% 11,994 1.3% 
90027 Los Angeles 150 1.4% 56. 1% 4,273 3.5% 
90016 Los Angeles 130 1.2% 57.3% 5,656 2.3% 

90008 Los Angeles 127 1.1% 58.4% 4,258 3.0% 

90003 Los Angeles 106 1.0% 59.4% 8,209 1.3% 

90062 Los Angeles 96 0.9% 60 .2% 4,018 2.4% 
90028 Los Angeles 95 0.9 % 61.1% 2,820 3 .4% 
90047 Los Angeles 87 0.8% 61.9% 7,164 1.2% 
90043 Los Angeles 86 o.a,~ 62.6 % 6,137 1.4% 

90038 Los Angeles 82 0.7% 63.4% 2,349 3.5 % 
90033 Los Angeles 77 0.7% 64.1% 5,255 1.5% 
90042 Los Angeles 68 0.6% 64.7% 5,173 1.3% 

90039 Los Angeles 67 0.6% 65.3% 2,365 2.8 % 

90031 Los Angeles 62 0.6 % 65.8% 3,161 2.0% 

90065 Los Angeles 62 0.6% 66.4% 4,202 1.5% 
90 04 6 Los Angeles 61 0.5% 66.9% 4.210 1.4% 

90036 Los Angeles 56 0.5% 67.5% 3,313 1 .7% 
90063 Los Angeles 55 0.5% 67.9% 5,008 1.1% 
90001 Los Angeles 51 0.5 % 68.4% 5,901 0.9% 
90002 Los Angeles 46 0.4% 68.8% 5,797 0.8% 
90032 Los Angeles 41 0.4% 69.2% 4,442 0.9% 

90255 Huntington Park 40 0.4% 69.6% 6,172 0.6% 

90023 Los Angeles 36 0.3% 69.9% 4,965 0.7% 
91205 Glendale 28 0.3% 70.1% 4,781 0.6% 
90041 Los Angeles 22 0.2% 70.3% 2,587 0.9% 
90048 Los Angeles 20 0.2% 70.5% 2,470 0.8% 
91204 Glendale 14 0.1% 70.6% 2,260 0.6% 
90270 Maywood 13 0.1% 70.7% 2,309 0 .6% 
90069 West Holl ood 10 0.1% 70.8% 1 850 0.5% 
P5A +SSA Sub-Total 7,866 70.8% 70.8% 209,289 3 .8% 
Other ZIPS 3,238 29.2% 100% 
Total 11 ,10 4 100 % 
Notr: Excludes normai newborns 

Source OSHPO Patient Dlscharge Database 
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Conditions to the Sale of Seton Medical Center 1 and Seton Coastside 2 and Approval of the 
Asset Purchase Agreement by and among Verity Health System of California, Inc., Verity 
Holdings, LLC, St. Francis Medical Center, St. Vincent Medical Center, St. Vincent 
Dialysis Center, Inc., Seton Medical Center, and Strategic Global Management, Inc. 

I. 

These Conditions shall be legally binding Ve1ity Health System of California , Inc., a California 
nonprofit public benefit corporation, Ve1ity Holdings, LLC, a California limited liability 
company, St. Francis Medical Center, a Californ ia nonprofit public benefit corporation , St. 
Vincent Medical Center, a California nonprofit public benefit corporation, St. Vincent Dialy sis 
Center, Inc., a California nonprofit public benefit corporation, Seton Medical Center, a 
Californ ia nonprofit public benefit corporation, St. Francis Medica l Center Foundation , a 
nonprofit public benefit corporation , St. Vincent Foundation, a California nonprofit corporation, 
Seton Medical Center Foundation, a California nonprofit corporation , Verity Business Services, 
a California nonprofit public benefit corporation , Verity Medical Foundat ion, a California 
nonprofit public benefit corporation, St. Vincent de Paul Ethics Corporation, a California 
nonprofit public benefit corporation, St. Vincent Dialysis Center, Inc., a California nonprofit 
public benefit corporation, Marillac Insurance Company, Ltd. , a Cayman Islands corporat ion, 
DePaul Ventures, LLC, a California limited liability company, DePaul Ventures - San Jose 
ASC, LLC, a California limited liability company, DePaul Ventures - San Jose Dialysis , LLC, a 
California limited liability company , and Strategic Global Management , Inc., a California 
corporation, any other sub sidiary, parent , general partner, limited partner , member, affiliate, 
successor, successor in interest, assignee, or person or entity serving in a simil ar capacity of any 
of the above-listed entitie s includin g, but not limited to, any entity succeed ing thereto as a result 
of consolidation, affiliation , merger , or acquisition of all or substantially all of the real property 
or operating assets of Seton Medical Center and Seton Coastside, or the real property on which 
Seton and Seton Coastside are located, any and all CUITent and future owners, lessees, licensees, 
or operators of Seton Medica l Center and Seton Coastside, and any and all current and future 
lessees and owners of the real property on which Seton Medica l Center and Seton Coastside are 
located. 

II. 

1 Throughout this document , the term "Seton Medical Center" shali mean the general acute care 
hospital located at 1900 Sullivan Ave., Daly City, CA 940 15, and any other clinic s, laborato1ies, 
units , services , or beds included on the license issued to Seton Medi cal Center by the California 
Department of Public Health, effective January 1, 2019, unless otherwi se indicated. 

2 Throughout this document, the term "Seton Coastside" shall mean the skilled nursing facility 
with 5 general acute care beds located at 600 Marine Boulevard , Moss Beach , CA 94038-964 1, 
and any other clinics, laborat01ies, units , services, or beds included on the license issued to Seton 
Medical Center by the California Department of Public Health, effective January 1, 20 19, unless 
otherwise indicated . 
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The transaction conditionally approved by the Attorney General consists of the Asset Purchase 
Agreement dated January 8, 20 19, by and among, Verity Health System of California, Inc ., a 
California nonprofit public benefit corporation, Verity Holding s, LLC, a California limit ed 
liability company , St. Francis Medical Center , a California nonprofit public benefit corporation , 
St. Vincent Medical Center , a California nonprofit public benefit corporation , St. Vincent 
Dialysis Center, Inc. , a California nonprofit public benefit corporation , Seton Medical Center, a 
California nonprofit public benefit corporation , and Strategic Global Management, Inc., a 
California corporation, and any agreements or documents referenced in or attached to as an 
exhibit or schedule and any other documents referenced in the Asset Purcha se Agreement , 
including , but not limited to , the Sale Leaseback Agreement and Interim Management 
Agreement. 

All the entities listed in Condition I, and any other partie s referenced in the above agreements 
shall fulfill the tenns of these agreements or document s and shall notify and obtain the Attorney 
General's approval in writing of any propo sed modification or resci ssion of any of the tenns of 
these agreements or documents. Such notifications shall be provided at least sixty days prior to 
their effective date in order to allow the Attorney General to consider whether they affect the 
factors set fo1ih in Corporations Code sect ion 5917 and obtain the Attorney General 's approval. 

III . 

For approximately 6 years (until December 13, 2025) from the closing date of the Asset Purcha se 
Agreement , Verity Health System of California , Inc. , Verity Holdings, LLC, Strategic Global 
Management, Inc. , and all future owners, manager s, lessees, licen sees , or operators of Seton 
Medical Center and Seton Coast side shall be required to provide written notic e to the Attorney 
General sixty days prior to entering into any agreement or transactio n to do any of the following: 

(a) Sell, transfer, lease, exchange , option, convey, manage , or otherwise dispose of Seton 
Medical Center or Seton Coastside; 

(b) Transfer control, responsibility, management , or governance of Seton Medical Center or 
Seton Coastside. The substitution , merger or addition of a new member or member s of the 
governing body of Strategic Global Management, Inc. that transfers the control of, respon sibility 
for or governance of Seton Medical Center or Seton Coast side, shall be deemed a tran sfer for 
purpo ses of this Condition. The substitution or addition of one or more memb ers of the 
governin g body of Strategic Global Management, Inc., or any arrangement , writte n or oral, that 
would transfer voting contro l of the members of the governin g bod y of Strategic Global 
Mana gement , Inc. sha ll also be deemed a tran sfer for purpo ses of this Condition. 
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IV. 

For the remainder of the tenn 3 (until December 13, 2025), Seton Medical Center (including 
Seton Coastside because both facilities are on the same license) shall be operated and maintained 
as a licensed general acute care hospital (as defined in California Health and Safety Code Section 
1250). 

V. 

For the remainder of the tenn (until December 13, 2025), the Seton Medical Center shall 
maintain 24-hour emergency medical services at a minimum of 18 treatment stations with the 
same types and/or levels of services, including: 

a. Designation as a STEMI Receiving Center; and 
b. Advanced ce1iification as a Primary Stroke Center; 

VI. 

For the remainder of the tenn (until December 13, 2025), Seton Medical Center shall maintain 
the following services at current4 licensure, types , and/or levels of services, including: 

a. Cardiac services, including the 2 cardiac catheterization labs; 
b. Critical care services, including a minimum of 20 intensive care/coronary care beds; 
c. Psychiatric services, including a minimum of 22 distinct part beds with at least 20 beds 

available for the geriatric psychiatric unit; 
d. Women's health services, including the Seton Breast Health Center and women's 

imaging and mammography services; and 
e. Sub-acute services, including a minimum of 44 sub-acute beds and Medi-Cal 

Certification as a sub-acute unit. 

Strategic Global Management, Inc. shall not place all or any po1iion of its above-listed licensed­
bed capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

VII. 

3 The tenn "For the remainder of the tern1" refers to the Condition s to Change in Control and 
Governance of Seton Medical Center and Seton Coastside and Approval of the System 
Restructuring and Support Agreement by and among Daughter s of Charity Ministry Services 
Corpora tion, Daughter s of Charity Health System, Certain Funds Managed by BlueMount ain 
Capital Management, LLC, and Integrity Healthcare , LLC., dated December 3, 2015. The 
System Restructuring and Support Agreement closed on December 14, 2015. 

4 The te1m "current" or "current ly" throu ghout this documen t means as of January 1, 20 19 . 
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For at least five years from the closing date of the Asset Purchase Agreement, Seton Med ical 
Center shall maintain the following serv ices at current licensure , type s, and/or levels of services : 

a. Gastroenterology services , including enteroscopy, endoscopy, and colonoscopy services; 
b. Cancer serv ices, including inpatient oncology services, inter vent ional radiology, radiation 

therapy , and for those patients that my be in need of infu sion therap y treatment , a referral 
process to other nearby hospital s or clinic s, includin g Stanford Cancer Center, UCSF 
Helen Diller Comprehensive Care Cancer Clinic , St. Mary's Cancer Center, or other 
health facility that provides infusion therapy services. The referra l process shall be 
memoria lized in the policies and procedures at Seton Medica l Center and should include 
procedures on how to assist patients with accessing infu sion therapy at the nearby 
hospitals or clinics, and the transfening of patient medical recor ds; 

c. 's written policies or procedure s that refers patients that require medical infusion to be 
referred to another nearby hospital or entit y that pro vides medial infu sion services; 

d. Orthopedics and rehabilitation services, including spine care services; 
e. Diabetes services , including No1ihem California Diabetes Institu te ; 
f. Wound care services, including Seton Center for Advanced Wound Care; and 
g. Nephrolog y services. 

Strategic Global Management, Inc. shall not place all or any portion of its above-listed licensed­
bed capacity or services in voluntary suspen sion or surrender its license for any of these bed s or 
services. 

VIII. 

For the remainder of the term (until December 13, 2025), Seton Medica l Center shall maintain 
the following services at current Ii censure, type s, and/or levels of services at Seton Coastsi de 
includin g: 

a. 24-hour "s tandby" Emergency Department, with a minimum of 7 treatment stations; and 
b. Skilled nursing services, including a minimum of 116 licensed skilled nur sing beds. 

IX. 

For at least five years from the closing date of the Asset Purchase Agreement, Strategic Global 
Management, Inc . sha ll either: (1) operate clinics (listed below) with the same number of 
physicians and mid-level provider full-time equiva lents in the same or similar aligm11ent 
structure s, or (2) sell the clinic s (listed below) with the same number of physician and mid-level 
provider full-time equivalent s and require the purchaser(s) to maintain such services for 5 years 
from the closing date of the Asset Purchase Agreement and to participate in the Medi-Cal and 
Medicare programs as required in the conditions herein, or (3) ensure that a third party is 
operating the clinics (listed below) with the same number of physician and mid- level provider 
full-time equivalents and require the third party to maintain such services for 5 years from the 
clo sing date of the Asset Purcha se Agreement and to patiicipate in the Medi-Cal and Medicare 
program s as required in the conditions herein. For any of the se options, each clinic can be 
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moved to a different location within a three-mile radius of each clinic 's current location , and 
Seton Medical and Seton Coastside can utilize an alternative structure in providing such services. 

The following clinics are subje ct to this condition shall maintain the same types and/or leve ls of 
services provided , includin g women's healthca re serv ices, and manm1ography services: 

a. Women 's Health Services, located at 1850 Sullivan Avenue, Suite 190, Daly City 
California. 

b. Imaging Servi ces located at 1850 Sullivan A venue, Suite 100, Daly City Californi a; and 
c. Wou nd Care Services, located at 1850 Sullivan Avenue, Suite 115, Daly City California . 

X. 

For six fiscal years from the closing date of the Asset Purchase Agreement, Strategic Global 
Manageme nt, Inc. shall provide an annual amount of Charity Care (as defined below) at Seton 
Medical Center and Seton Coastside equal to or greater than $1,055,863 (the Minimum Charity 
Care Amount). For purposes her eof, the tern1 "charit y care" shall mean the amount of charjty 
care costs (not charges) incurred by Strategic Global Management, Inc. in connection with the 
opera tion and provision of services at Seton Medical Center and Seton Coastside. Th e definition 
and methodology for calcul ating "charity care" and the methodolog y for calcul ating "cos ts" shall 
be the same as that used by Office of Statewide Health Planning Developm ent (OSHPD) for 
annual hospital reporting purposes. 5 .· 

Strategic Global. ·Managemen t, Inc. shall use and maintain a charity care policy that is no less 
favorabl e than Ve1ity Health System of Californ ia, Jnc.'s current char ity care policy (Verity's 
Financia l Assistance Policy No . 06.03.04 effect ive December 5, 20 17 and revised and reviewed 
June 20, 20 18) and in compli ance with Californi a and Federa l law at Seton Medica l Center and 
Seton Coastside . Within 90 days from the closing of the Asset Purch ase Agreeme nt, Strategic 
Globa l Management , Inc. will amend the Financial Assistance Policy to include as follows : 

a. A copy of the Financial Ass istance Policy and the plain language smmnary of the 
Financial Assistance Policy mu st be posted at Seton Medica l Center and Seto n Coas tside 
in a prominent location in the emergency room, admissions area, and any other location 
in the ho spital where there is a high volum e of patient traffic, inclu ding waitin g room s, 
billing offices, and hospital outpat ient serv ice setting s. 

b. A copy of the Financia l Ass istance Polic y, the Applicatio n for Financial Assistance, and 
the plain language summary of the Financia l Assistance Polic y must be posted in a 
prominent place on each Seton Medical Center's and Seton Coasts ide's website(s). 

5 OSHPD defines charity care by contra sting charity care and bad debt. Accord ing to OSHPD , 
"the detern1ination of what is classified as ... charity care can be made by establishing whether 
or not the patient has the ability to pay. The patient's accounts receivable must be written off as 
bad debt if the patient ha s the ability but is unwillin g to pay off the account." 

5 
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c. If reques ted by a patient, a copy of the Financial Assistance Policy, Application for 
Financial Assistance, and the plain language summary must be sent by mai l at no cost to 
the patient. 

d. As necessary, and at least on an annual basis, Strategic Global Management, Inc. will 
place an advertisement regarding the availability of financial assistance at Seton Medica l 
Center and Seton Coastside in a new spaper of genera l circulation in the conun unities 
serve d by the hospitals, or issue a Pre ss Release to wide ly publicize the availability of the 
Finan cial Assistance Policy to the communities served by the hospitals. 

e. Strategic Globa l Manageme nt, Inc. will work with affiliated organ izations, physicians, 
community clini cs, other health care pro viders, house s of worship, and other conununity­
based organiz ations to notify member s of the community (especia lly tho se who are mos t 
likely to require financ ial assis tance) about the availability of financi al assistance at Seton 
Medical Center and Seton Coastside. 

f. By December 1, 2019 , all staff that interact s with patients and their families concerning 
payment of serv ices shall be given training to make patients and their families aware of 
and infonned of Strategic Global Management , Inc. ' s Financia l Assistance Polic y at 
Seton Medica l Center and Seton Coastside. 

Any planning of, and any subsequent changes to, the charit y care and collection policie s, and 
charity care services provided at Seton Medica l Center and Seton Coasts ide shall be decided 
after consultation with the Local Govern ing Board of Directors. 

Strategic Global Manageme nt, Inc. 's obligation under this Condition shall be prorated on a daily 
basis if the closing date of the Asset Purcha se Agreement is a date other than the first day of 
Verity Health System of California , Inc.'s fiscal year. 

For the second fisca l year and each subsequent fiscal year, the Minimum Charit y Care Amount 
shall be increase d (but not decreased) by an amount equal to the Annua l Percent increase, if any, 
in the 12 Months Percent Change: All Item s Consumer Price Index for All Urban Consumers in 
the San Franci sco-Oak land-San Jose, Californi a Average Base Per iod: 1982-84 = 100 ( as 
publi shed by the U.S. Bureau of Labor Statistics). If the actua l amount of charit y care provided 
at Seton Medical Center and Seton Coastside for any fiscal year is less than the Minimu m 
Charity Care Amount (as adjusted pursuant to the above -referenc ed Consume r Price Index) 
requir ed for such fiscal year , Strategic Global Manage ment, Inc. shall pay an amount equal to the 
deficiency to one or more tax-exemp t entiti es that provide direct healthcare services to residents 
in the Seton Medical Center service area (14 ZIP codes). as described on page 54 in the 
Healthcare Impact Report authored by JD Healthcare dated August 19, 2019 . (Exhibi t 1.) Such 
payment( s) shall be made within six months following the end of such fiscal year. 

XI. 

For six fiscal years from the closing date of the Asset Purchase Agreement Strategic Globa l 
Manageme nt, Inc. shall provide an annual amount of Community Benefit Services at Seton 
Medica l Center and Seton Coastside equal to or greater than $685 ,870 (the "Mi nimum 
Communit y Benefit Services Amount") exclusive of any funds from grants. For six fiscal years, 
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the following conmmnity benefit program s and services shall continue to be offered at its current 
or equivalent location: 

a. Health Benefit s Resource Center; and 
b. RotaCare Clinic . 

The pl anning of, and any subsequent changes to, the community benefit services provided at 
Seton Medica l Center shall be decid ed after consultation with the Local Governing Board of 
Director s. 

Strategic Global Manage ment, Inc. 's obligation under this Condition shall be prorated on a daily 
basis if the effecti ve date of the Asset Purchase Agreement is a date other than the first day of 
Verity Health System of California , Inc. 's fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Community Benefit 
Services Amount shall be increased (but not decreased) by an amount equal to the A1mual 
Percent increase, if any, in the 12 Month s Percent Change : All Items Consumer P1ice Index for 
All Urban Consumers in the San Franci sco-Oakland-S an Jose, California Average Base Period: 
1982-84=100 (as publi shed by the U.S. Bureau of Labor Statistics). If the actual amount of 
community benefit services provided at Seton Medical Center and Seton Coastside for any fiscal 
year is less than the Minimum C01m1rnnity Benefit Services Amount (as adju sted pursuant to the 
above-referenced Consumer Price Index) required for such fiscal year, Strategic Global 
Management , Inc. shall pay an amount equal to the deficiency to one or more tax-exem pt entities 
that provide conununity benefit services for residents in Seton Medica l Center's service area (14 
ZIP codes), as defined on as described on page 54 in the Healthcare Impact Report authored by 
JD Healthcare dated Augu st 19, 2019. (Exhibit 1.) Such payment( s) shall be mad e within six 
month s following the end of such fiscal year. 

XII . 

For the remainder of the tenn (until December 13, 2025), Strateg ic Global Management, Inc. 
shall : 

a) Be ce1iified to participate in the Medi -Cal program at Seton Medica l Center and Seton 
Coastside; 

b) Maintain and have a Medi-Cal Managed Care contract with San Mateo Health Commission 
dba Health Plan of San Mateo or its successo r to provide the same types and levels of emergency 
and non-emergency service s at Seton Medica l Center and Seton Coastside to Medi-Cal 
benefi ciaiie s (both Trad itional Medi-Cal and Medi-Ca l Managed Care) as required in these 
Condit ions, on the same tenn s and conditions as other similarly situated hospitals offering 
substantially the same services , without any loss, interruption of service or diminution in quality, 
or gap in contracted hospita l coverage, unless the contract is tenninated for cause or not extended 
or renewed by the Medi-Cal Managed Care Plan. 
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If Strategic Global Management , Inc. questions whether it is being reimbur sed on the same term s 
and condit ions as other similarl y situated hospitals offering substantially the same services, it 
shall notif y the Attorney General's Office with at least 120 days' notice prior to takin g any 
action that wou ld effectuate any loss, inte1ruption of service or diminution in quality , or gap in 
contracted hospital coverage or prior to giving any required notic e of takin g such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provid er 
Numb er to provide the same types and levels of emergency and non-emergency services at Seton 
Medica l Center and Seton Coastside to Medicare beneficiari es (both Tradition al Medicar e and 
Medicare Managed Care ) as requir ed in the se Conditi ons. 

XIII. 

For at least five years from the closing date of the Asset Purchase Agreement unle ss otherwise 
indicat ed, Strateg ic Global Management , Inc. shall mainta in its contracts and any amendment s 
and exhibits thereto with the County of San Mateo , unle ss otherwise tenninated by the County of 
San Mateo, for services , including the following: 

a. Participation in the Hospital Preparedne ss Program between the Hospital (jointly with 
Seton Coasts ide) and San Mateo County; 

b. STEMI Receiving Center Designation between the Hospital and San Mateo County; 
c. Financia l Support for Seismic Upgrades betwe en the Hospit al and San Mateo County ; 
d. Infonn ation Sharing and Data Use Agreement between the Hospital and the County of 

San Mateo Health System; 
e. Fee for Service Hospital Services Agreement between the Hospita l (jointly with Seton 

Coastside) and San Franci sco Health Plan; 
f. Memorandum of Under standing between the Hospital and San Mateo County Behaviora l 

Health and Recovery Services Division; 
g. Affiliation Agreement for the Radiology Teclmol ogy Program between the Hospital and 

San Mateo College District; 
h. Affi liation Agreement for the Regi stered Nur sing Program between the Hospit al (jointly 

with Seton Coastside) and San Mateo College Dist1ict ; 
1. Patient Tran sfer Agre ement between the Hospit al and San Mateo County Medical Center; 
J. Rai l Shuttl e Bus Service Admini strati on for Seton Shutt le Agreement between the 

Hospit al and San Mateo County Tran sit District; 
k. Medical Services Agreemen t betwee n the Hospital and San Mateo Health Communit y 

Health Authorit y- Acce ss and Care for Everyone (ACE) Program; 
1. Hospital Medi- Cal Hospital Agreement between the Hospita l and San Mateo Health 

Conuni ssion dba Health Plan of San Mateo ; 
m. Memorandum of Unde rstanding for Long Term Care Partnership Program between the 

Hospital and San Mateo Healt h Co1m11ission dba Health Plan of San Mateo ; and 
n. Care Advantage Hosp ital Service Agree ment between the Hosp ital and San Mateo Health 

Commi ssion dba Health Plan of San Mateo . 

XIV . 
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For the remainder of the term (unti l December 13, 2025), Strategic Globa l Management, Inc . 
shall have at Seton Medica l Cent er and Seton Coas tside Loca l Governing Board(s) of Dire ctors. 
Strategic Global Management, Inc. shall consult with the Loc al Governing Board(s) of Directors 
prior to makin g changes to medical services, co1m1mnity benefit pro gram s, making cap ital 
expenditu res, m aking changes to the charity care and collection policie s, and makin g changes to 
char ity care serv ices provided at Seton Medical Center and Seton Coas tside. The member s of 
the Loca l Governing Board(s) shall include physicians from Seton Medical Center 's and Seton 
Coas tside's medi cal staff , Seton Medical Center 's and Seton Coastsid e's Chief( s) of Staff, one 
member designated by the San Mateo County Board of Supervisors, and conmmnit y 
representatives from Seton Medical Center's and Seton Coasts ide 's service area (14 ZIP codes) , 
as described on page 54 in the Hea lthcare Imp act Report authored by JD Health care dated 
August 19, 2019 , attached hereto as Exhibit 1, includin g at least one member from a local 
healthcare advocacy group. Such consu ltation shall occur at least sixty days prior to the effect ive 
date of such changes or actions unle ss done so on an emergency basis. The Local Governing 
Board(s)'s approva l is requ ired of all rep orts submitted to the Attorney Genera l regard ing 
compliance with these Condition s. 

xv. 

Strategic Glob al Management , Inc. shall commit to reserve or expend capita l for St. Francis 
Medica l Center, St. Vincent Medical Center , and Seton Me dical Center for capital impro vement s 
to the ho spitals over the five-year period from the clos ing of the Asset Purchase Agreement of 
the amount that remai ns unexpended from the $ 180 milli on commitment requir ed of 
BlueMountain Capital Management, LLC as part of the Attorney Genera l Condition s approved 
on December 3, 2015 but thi s amoun t can be no less than $5.8 million among the three ho spit als. 

XVI. 

Strategic Globa l Ma nagem ent, Inc. shall maint ain privileges for cmTent medi cal staff who are in 
good standin g as of the closing date of the Asset Purchase Agreement. Furth er, the closin g of 
the Asse t Purc hase Agreeme nt shall not change the medica l staff officers , comm ittee chairs, or 
independen ce of th e medical staff, and such per sons shall remain in good standin g for th e 
rem aind er of their tenure at Seton Medic al Center and Seto n Coasts ide. 

XVII . 

Strategic Globa l Manageme nt , Inc. shall commit the necessa ry invest ments required to m eet and 
main tain OSHPD seismic complianc e requirements at Seton Medical Center and Seton Coastside 
throug h 2030 und er the Alfred E. Alqui st Hospital Faci lities Seismic Safety Act of 1983, as 
amended by th e California Hospita l Facilities Seismic Safety Act, (Health & Saf. Code, § 
129675-1300 70). Strategic Global Management, Inc. shall meet construction benclunarks which 
include the startin g of constructio n on the 1963 Tower, and as detailed on the attached Exhibit 2. 

XVIII. 
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There shall be no discrimination against lesbian , gay, bi sexual , or tran sgender individuals at 
Seton Medical Center and Seton Coastside, and no restriction or limitation on providing or 
making reproductive health services available at Seton Medical Center and Seton Coastside, its 
medical office building s, or at any of its facilities. Both of these prohibitions shall be set forth in 
Strategic Global Management Inc .'s written policie s, adhered to, and strict ly enforced. 

XIX. 

Within 15 days of the Attorney General's approval , Seton Medical Center Foundation shall 
tran sfer all charitable assets including , but not limited to, all temporary and pen11anently 
restrict ed funds to the California Community Foundation. 

a) The funds from Seton Medical Center Foundation, if not previously 
restricted to supp011 a specific charitable organization , will be deposited 
into the California Community Foundation's Seton Medical Foundation , 
and used to supp011 nonprofit tax-exempt charitable organizations, clini cs 
and facilities in providing healthcare serv ices to residents of Seton 
Medica l Foundation's service area (14 ZIP codes) , as described on page 
54 in the Healthcare Impact Repo11 authored by JD Healthcar e dated 
August 19, 2019. (Exhibit 1.) The donated funds shall be maintained and 
used for the purposes specified herein for a pe1iod of at least five years. 

b) If there are funds from Seton Medical Foundation previously restricted to 
support a specific charitable organization, such funds shall be deposited 
into a fund or funds at California Conmrnni ty Foundation restricted to 
continuing support for such charitab le organization or organizations. Such 
fund s are protected again st obsolescence. If the purpo ses of any restricted 
fund become unnece ssary, incapable of fulfillment, or incon sistent with 
the charitab le needs of the c01m11unity served by California Conununity 
Foundation, the Californi a Conununity Fou ndation's Board of Dir ectors 
shall have the ability to modify any restriction or condition on the use such 
fund. 

xx. 

For six fiscal years from the do sing date of the Asset Purcha se Agreement Strategic Global 
Management shall submit to the Attorney General , no later than four month s after the conclu sion 
of each fiscal year, a rep011 describin g in detail comp liance with each Conditi on set forth herein . 
The Chairn1an of the Board of Director s of Strategic Global Management, Inc. shall certify that 
the rep o11 is true , accurate, and complete and pro vide documentation of the review and appro val 
of the report by the Loc al Governin g Board. 

XXI. 

At the requ est of the Attorney Genera l, all pa1ties listed in Conditi on I, Verit y Health System of 
California , Inc. , Verity Holdings , LLC , Strate gic Global Management , Inc., and any other parti es 
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referenced in the agreements listed in Condition II shall provide such information as is 
reasonably necessary for the Attorney General to monitor compliance with these Conditions and 
the tenns of the transaction as set forth herein. The Attorney General shall, at the request of a 
party and to the extent provided by law, keep confidential any info1mation so produc ed to the 
extent that such infonnation is a trade secret or is privileged under state or federal law, or if the 
private interest in maintaining confidentiality clearly outweighs the public interest in disclosure. 

XXJI. 

Once the Asset Purcha se Agreement is closed , all parties listed in Condition I, and any other 
partie s referenced in the agreements listed in Condition II are deemed to have explicitly and 
implicitl y consented to the applicability and compliance with each and every Condition and to 
have waived any right to seek judicial relief with respect to ea.ch and every Condition. 

The Attorney General reserves the right to enforce each and every Condition set forth herein to 
the fullest extent provided by law. In addition to any legal remedie s the Attorney General may 
have , the Attorney General shall be entitled to specific perfonnance, injuncti ve relief , and such 
other equitable remedie s as a court may deem appropriate for breach of any of these Conditions. 
Pursuant to Government Code section 12598, the Attorney General's office shall also be entitled 
to recover its attorney fees and costs incurred in remedying each and every violation. 
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Analysis of the Hospital's S Service Area 

Service Area Definition 

The Hospita l's serv ice area is comprised of 14 ZIP Codes, from which approximately 82% of its 

discharges originate d in CY 2017. Approximately 55% of the Hospital's discharges came from the 
top three ZIP Codes, located in Daly City, and South San Francisco. In CY 2017, the Hospital's 
market share in the service area was 12.6% based on inpatient discharges. 

94015 Daly City 1,347 25.5% 25.5% 4,640 29.0% 
94014 Daly City 798 15.1% 40.6% 3,337 23 .9% 
94080 South San Francisco 732 13.8% 54.4% 5,074 14.4% 
94044 Pacifica 533 10.1% 64.5% 2,972 17.9 % 
941 12 San Francisco 263 5.0% 69.5% 6,620 4.0% 
94066 San Br uno 216 4.1% 73.5% 3,515 6 .1% 
94134 San Francisco 130 2.5% 76.0% 3,795 3.4% 
94132 San Franc isco 114 2.2% 78.2% 1,908 6.0% 
940 19 Half Moo n Bay 74 1.4% 79.6% 1,194 6.2% 
94038 Moss Beach 46 0.9% 80.4% 249 18 .5% 
94005 Brisb ane 21 0.4% 80.8% 369 5.7% 
94037 Mon tara 14 0.3% 81.1% 183 7.7% 
940 18 El Granada 12 0.2% 81.3% 257 4.7% 
94017 Dal Ci 11 0.2% 81.S% 33 33.3% 
Subto ta l 4 ,311 81.5 % 81.5% 34,146 12.6% 
Other ZIPS 977 18.5% 100 % 
Total 5,288 100% 
Note: Excludes norma l newbo rns 

Source: OSHPD Patien t Discharge Databa se 
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Report Year and Quarter 
All 

AB 2190 Quarte rly Reports for 1080 1 Seton Medica l Center 

0SHPD Report Year Construction Milestone 

Buildlng Nbr  Bldg Name and Quarter Project Nbr .Date Milestone Description Milestone Comments MiilestoneQuarterly Update 

BLD-00864 1963 Tower 2019 • 02 1160019-41-00 41112020 Start Constructio n On sche dule 
150019-41-01 
1160019-41-02, 
160019-41-03 

11112022 Co mplete Cons truc tion 

BLD-00847 Front Wing · 2019-02 160020-41-00 41112020 Start Construct ion On schedule 
150020-41-01 

71112022 Co mpl ete Cons truction 

Exhibit 2 
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