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Conditions to Change in Control and Governance of St. Francis Medical Center1 and 
Approval of the System Restructuring and Support Agreement by and among Daughters of 
Charity Ministry Services Corporation, Daughters of Charity Health System, Certain 
Funds Managed by BlueMountain Capital Management, LLC2, and Integrity Healthcare, 
LLC 

I. 

These Conditions shall be legally binding on Daughters of Charity Ministry Services 
Corporation, a California nonprofit religious corporation, Daughters of Charity Health System, a 
California nonprofit religious corporation, Verity Health System of California, Inc., a California 
nonprofit public benefit corporation, St. Vincent Medical Center, a California nonprofit religious 
corporation, St. Francis Medical Center, a California nonprofit religious corporation, O'Connor 
Hospital, a California nonprofit religious corporation, Saint Louise Regional Hospital, a 
California nonprofit religious corporation, and Seton Medical Center, a California nonprofit 
religious corporation, St. Francis Medical Center of Lynwood Foundation, a California nonprofit 
religious corporation, St. Vincent Foundation, a California nonprofit religious corporation, Seton 
Medical Center Foundation, a California nonprofit religious corporation, Saint Louise Regional 
Hospital Foundation, a California nonprofit religious corporation, 0'Connor Hospital 
Foundation, a California nonprofit religious corporation, Caritas Business Services, a California 
nonprofit religious corporation, Verity Business Services, a California nonprofit public benefit 
corporation, OCHS Medical Foundation, a California nonprofit religious 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 

1 
Throughout this document, the term "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, units, services, or beds included on the license issued to St. Francis Medical Center 
by the California Department of Public Health, effective January 1, 2015, unless otherwise 
indicated. 

'The term "Certain Funds Managed by BlueMountain Capital Management, LLC" shall mean 
the following: BlueMountain Guadalupe Peak Fund, L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Summit 
Opportunities Fund II (US) L.P., a Delaware limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BMSB L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Foinaven 
Master Fund L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BlueMountain Logan Opportunities Master Fund 
L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital Management, 
LLC, its investment manager, and BlueMountain Montenvers Master Fund SCA SICA V-SIF, a 
Luxembourg corporate partnership limited by shares, by BlueMountain Capital Management, 
LLC, its investment manager. 
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Jose Dialysis, LLC, a California limited liability company, 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, the above-listed entities whose corporate status will be changed from a California nonprofit 
religious corporation to a California nonprofit public benefit corporation, 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 property on which 
St. Francis Medical Center is located, any and all current and future owners, lessees, licensees, or 
operators of St. Francis Medical Center, and any and all current and future lessees and owners of 
the real property on which St. Francis Medical Center is located. 

These Conditions shall be legally binding on the following entities, as defined in Operating Asset 
Purchase Option Agreement, Operating Asset Purchase Agreement, Real Estate Purchase Option 
Agreement, and the Real Estate Purchase Agreement, when the closing occurs on the Operating 
Asset Purchase Agreement and the Real Estate Purchase Agreement: the Option Holders, 
Purchaser and its Affiliates, "OpCo" a Delaware limited liability company, owned directly or 
indirectly by funds managed by BlueMountain Capital Management LLC, and "PropCo" a 
Delaware limited liability company that will elect to be treated for tax purposes as a real estate 
investment trust, owned directly or indirectly by funds managed by BlueMountain Capital 
Management LLC, Integrity Healthcare, LLC, a Delaware limited liability company, Integrity 
Healthcare Blocker, LLC, a Delaware limited liability company, any other subsidiary, parent, 
general partner, limited partner, member, affiliate, successor, successor in interest, managing 
member, assignee, or person or entity serving in a similar capacity of any of the above-listed 
entities, 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 property on which St. Francis Medical Center is located, any and all 
current and future owners, lessees, licensees, or operators of St. Francis Medical Center, and any 
and all current and future lessees and owners of the real property on which St. Francis Medical 
Center is located. 

II. 

The transaction approved by the Attorney General consists of the System Restructuring and 
Support Agreement dated July 17, 2015, Amendment No. 1 to System Restructuring and Support 
Agreement, and any agreements or documents referenced in or attached to as an exhibit or 
schedule and any other documents referenced in the System Restructuring and Support 
Agreement and Amendment No. 1 to System Restructuring and Support Agreement including, 
but not limited to: 

a. Transitional Consulting Services Agreement dated July 17, 2015; 
b. Health System Management Agreement with Integrity Healthcare, LLC; 
c. Debt Facility Commitment Letter dated July 17, 2015, signed by all the funds listed in 
footnote 2 and BlueMeridian Capital, LLC; 
d. Operating Asset Purchase Option Agreement; 
e. Operating Asset Purchase Agreement; 
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f. Real Estate Purchase Option Agreement; 
g. Real Estate Purchase Agreement; 
f. Information Technology Lease Agreement; and 
g. Deposit Escrow Agreement dated July 17, 2015. 

All the entities listed in Condition I, Integrity Healthcare, LLC, a Delaware limited liability 
company, BlueMountain Capital Management, LLC, a Delaware limited liability company, and 
any other parties referenced in the above agreements shall fulfill the terms of these agreements or 
documents and shall notify and obtain the Attorney General's approval in writing of any 
proposed modification or rescission of any of the terms 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 forth in Corporations Code 
section 5917 and obtain the Attorney General's approval. 

III. 

For fifteen years from the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center, and all future owners, managers, lessees, licensees, or operators of St. 
Francis Medical Center shall be required to provide written notice to the Attorney General 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. Francis 
Medical Center; 

(b) Transfer control, responsibility, management, or governance of St. Francis Medical Center. 
The substitution or addition of a new corporate member or members of St. Francis Medical 
Center or Verity Health System of California, Inc. that transfers the control of, responsibility for 
or governance of St. Francis Medical Center, shall be deemed a transfer for purposes of this 
Condition. The substitution or addition of one or more members of the governing body of St. 
Francis Medical Center or Verity Health System of California, Inc., or any arrangement, written 
or oral, that would transfer voting control of the members of the governing body of St. Francis 
Medical Center or Verity Heal th System of California, Inc., shall also be deemed a transfer for 
purposes of this Condition. 
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IV. 


For ten years from the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center shall be operated and maintained as a licensed general acute care hospital 
( as defined in California Health and Safety Code Section 1250) and shall maintain and provide 
24-hour emergency and trauma medical services at no less than current3 licensure and 
designation with the same types and/or levels of services, including the following: 

a. 	 46 emergency treatment stations at a minimum; 
b. 	 Designation as a Level II Trauma Center and operating a Level II Trauma Center 

that complies with all requirements under California laws and regulations and Los 
Angeles County Emergency Medical Services Agency Prehospital Care Policies 
and Procedures; 

c. 	 Designation as a 5150 Receiving Facility, as defined by the Welfare and 
Institutions Code, section 5150, for behavioral health patients under involuntary 
evaluation, and operating such a receiving facility that complies with all 
requirements under Welfare and Institutions Code, section 5150 and other 
California laws and regulations; 

d. 	 Psychiatric evaluation team; 
e. 	 Designation as an Emergency Department Approved for Pediatrics; 
f. 	 Designation as a Paramedic Base Station, with the same number of assigned 

paramedic units that currently exists; and 
g. 	 The annual maximum number of hours on diversion is 200 hours. 

St. Francis Medical Center 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 System Restructuring and 
Support Agreement. 

v. 
For at least ten years from the closing date of the System Restructuring and Support Agreement, 
St. Francis Medical Center shall maintain on-call coverage contracts and/or comparable coverage 
arrangements with physicians at fair market value that are necessary to ensure trauma coverage, 
including the following specialty services: 

a. General surgery; 
b. Trauma surgery; 
c. Neuro-trauma surgery; 
d. Obstetrical/gynecological surgery; 
e. Orthopedic surgery; 
f. Trauma orthopedic surgery; 

3 The term "current" or "currently" throughout this document means as of January 1, 2014. 
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g. Vascular surgery; 
h. Cardiothoracic surgery; 
i. Plastic surgery; 
J, Ophthalmology; 
k. Otolaryngology; 
I. Anesthesia; and 
m. Urology. 

VI. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
St. Francis Medical Center shall maintain, provide, and expand the following services at current 
licehsure, types, and/or levels of services: 

a. 	 Cardiac services, including at a minimum, three cardiac catheterization labs and 
the designation as a STEM! Receiving Center; 

b. 	 Critical care services, including a minimum of 36 intensive care unit beds or 24 
intensive care unit beds and 12 System Restructuring and Support observation 
beds; 

c. 	 Advanced certification as a Primary Stroke Center; 
d. 	 Neonatal intensive care services, including a minimum of 29 neonatal intensive 

care beds, and at minimum, maintaining a Level II Neonatal Intensive Care Unit; 
e. 	 Women's health services, including women's imaging services; 
f. 	 Cancer services, including radiation oncology; 
g. 	 Pediatric services, including a minimum of 14 pediatric beds; 
h. 	 Orthopedic and rehabilitation services; 
1. 	 Wound care and hyperbaric medicine services; 
j. 	 Reproductive health services and expand such services to include those prohibited 

by the "Ethical and Religious Directives for Catholic Health Care Services" as 
determined by the United States Conference of Catholic Bishops; 

k. 	 Inpatient psychiatric services, including a minimum of 40 inpatient acute 
psychiatric beds; and 

I. 	 Obstetric services, including a minimum of 50 obstetrics beds. 

St. Francis Medical Center shall not place all or any portion of its above-listed licensed-bed 
capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

VII. 

For five years from the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center shall either: (1) operate the 1206(d) clinics (listed below) with the same 
number of physicians and mid-level provider full-time equivalents in the same or similar 
alignment structures (e.g., 1206(1) Medical Foundation), or (2) sell the 1206(d) clinics (listed 
below) with the same number of physician and mid-level provider full-time equivalents in the 
and require the purchaser( s) to maintain such services for 5 years from the closing date of the 
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System Restructuring and Support Agreement and to participate in the Medi-Cal and Medicare 
programs as required in Condition VIII, or (3) ensure that a third party is operating the 1206( d) 
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 closing date 
of the System Restructuring and Support Agreement and to participate in the Medi-Cal and 
Medicare programs as required in Condition VIII. For any of these options, each clinic can be 
moved to a different location within a three-mile radius of each clinic's current location, and St. 
Francis Medical Center can utilize an alternative structure ( e.g., Federally Qualified Health 
Center, physician office practice) in providing such services. The following 1206 ( d) clinics are 
subject to this .condition: 

a. 	 Lynwood Clinic - Family Practice and Pediatrics, located at 3628 E. Imperial 
Highway, #303 in Lynwood; 

b. 	 Downey Clinic - Family Practice and Pediatrics, located at 7840 Imperial Highway, 
Unit B, in Downey; and 

c. 	 Orthopedics Clinic, located at 3628 E. Imperial Highway, #300, in Lynwood. 

VIII. 

For ten years from the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center shall: 

a) Be certified to participate in the Medi-Cal program; 

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. Francis Medical Center to Medi-Cal beneficiaries (both Traditional Medi-Cal.and 
Medi-Cal Managed Care) as required in these Conditions, on the same terms 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 hospital coverage, unless the 
contract is terminated for cause: 

i) Local Initiative: LA Care Health Plan or its successor; and 

ii) Commercial Plan: Health Net Community Solutions, Inc. or its successor. 


If St. Francis Medical Center questions whether it is being reimbursed on the same terms and 
conditions as other similarly situated hospitals offering substantially the same services, it shall 
notify the Attorney General's Office with at least 120 days' notice prior to taking any action that 
would effectuate any loss, interruption of service or diminution in quality, or gap in contracted 
hospital coverage or prior to giving any required notice of taking such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provider 
Number to provide the same types and levels of emergency and non-emergency services at St. 
Francis Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare 
Managed Care) as required in these Conditions. 
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IX. 


For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, St. Francis Medical Center shall provide an annual amount of Charity Care ( as 
defined below) at St. Francis Medical Center equal to or greater than $16,646,323 (the Minimum 
Charity Care Amount). For purposes hereof, the term "charity care" shall meau the amount of 
charity care costs (not charges) incurred by St. Francis Medical Center in connection with the 
operation and provision of services at St. Francis Medical Center. The definition and 
methodology for calculating "charity care" aud 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.4 St. Francis Medical Center shall use and maintain a charity care 
policy that is no less favorable than St. Francis Medical Center's current charity care policy and 
in compliance with California and Federal law. The planning of, and any subsequent changes to, 
the charity care and collection policies, and charity care services provided at St. Francis Medical · 
Center shall be decided by the St. Francis Medical Center Board of Directors after consultation 
with the Local Governing Board of Directors as set forth in Condition XII. 

St. Francis Medical Center's obligation under this Condition shall be prorated on a daily basis if 
the closing date of the System Restructuring and Support Agreement is a date other than the first 
day of St. Francis Medical Center's fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not. decreased) by an amount equal to the Annual Percent increase, if any, 
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the Los Angeles-Riverside-Orange County Consolidated Metropolitan Statistical Area Base 
Period: 1982-84=100" (CPI-LA, as published by the U.S. Bureau of Labor Statistics). 

While the Health System Management Agreement with Integrity Healthcare, LLC is in effect, if 
the actual amount of charity care provided at St. Francis Medical Center for any fiscal year is 
less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced 
Consumer Price Index) required for such fiscal year, St. Francis Medical Center shall pay an 
amount equal to the deficiency as follows: 50% of the deficiency payment as a contribution to 
the Daughters of Charity Health System Retirement Plan (Defined Benefit Church Plan), as 
defined in the System Restructuring and Support Agreement, in addition to the contributions that 
are required by the amortization schedule and premium payments required under Employee 
Retirement Income Security Act of 1974 and the Internal Revenue Code of 1986 (as amended), 
as set forth in section 7.3 in the System Restructuring and Support Agreement until the Defined 
Benefit Church Plan is fully funded, and 50% of the deficiency payment for capital expenditures 
as set forth in section 7. 7 of the System Restructuring and Support Agreement for repairing 
and/or upgrading the hospital buildings and equipment including, but not limited to, seismic 

4 OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, 
"the determination 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 has the ability but is unwilling to pay off the account." 
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compliance as required in Condition XVI. Such payments shall be made within four months 
following the end of such fiscal year. 

After the closing date on the Operating Asset Purchase Agreement and the Real Estate Purchase 
Agreement, if the actual amount of charity care provided· at St. Francis Medical Center for any 
fiscal year is less than the Minimum Charity Care Amount (as adjusted pursuant to the above
referenced Consumer Price Index) required for such fiscal year, St. Francis Medical Center shall 
pay an amount equal to the deficiency to one or more tax-exempt entities that provide direct 
health care services to residents in St. Francis Medical Center's service area (30 ZIP codes), as 
defined on page 65 of the Health Care Impact Report, dated October 2, 2015, and attached hereto 
as Exhibit 1. Such payment(s) shall be made within four months following the end of such fiscal 
year. 

The 2010 Federal Affordable Care Act may cause a reduction in future needs of charity care. 
Because of the impact of the Medi-Cal expansion in California and other effects from the 2010 
Federal Affordable Care Act, the California Attorney General will consider adjusting the 
Minimum Charity Care Amount based on financial data submitted to OSHPD from time periods 
after implementation of the 2010 Federal Affordable Care Act. Any actual reduction will be 
considered "unforeseen" for purposes of Title 11, California Code of Regulations, section 999.5, 
subdivision (h). Once St. Francis Medical Center submits its Annual Financial Disclosure 
Report to OSHPD for Fiscal Year 7/1/2015 to 6/30/2016, it may seek a request for an 
amendment of the Minimum Charity Care Amount beginning for Fiscal Year 7/1/2016 to 
6/30/2017. The Attorney General's Decision on such a request will be issued within 90 days of 
the submission of all of the information required in Title 11, California Code of Regulations, 
section 999.5, subdivision (h)(2) and all the information requested by the Attorney General's 
Office. 

x. 
For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, St. Francis Medical Center shall provide an annual amount of Community Benefit 
Services at St. Francis Medical Center equal to or greater than $1,362,680 (the "Minimum 
Community Benefit Services Amount") exclusive of any funds from grants. For eleven fiscal 
years, the following community benefit programs and services shall continue to be offered: 

a. Health Benefits Resource Center; 
b. Welcome Baby Program; 
c. Healthy Community Initiatives; 
d. St. Francis Career College's access for onsite training; 
e. Paramedic Training and Education; and 
f. Patient Transportation support. 

The planning of, and any subsequent changes to, the community benefit services provided at St. 
Francis Medical Center shall be decided upon by the St. Francis Medical Center's Board of 
Directors after consultation with the Local Governing Board of Directors as set forth in 
Condition XII. 
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St. Francis Medical Center's obligation under this Condition shall be prorated on a daily basis if 
the effective date of the System Restructuring and Support Agreement is a date other than the 
first day of St. Francis Medical Center'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 Annual 
Percent increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for 
All Urban Consumers in the Los Angeles-Riverside-Orange County Consolidated Metropolitan 
Statistical Area Base Period: 1982-84=100" (CPI-LA, as published by the U.S. Bureau of Labor 
Statistics). 

If the actual amount of community benefit services provided at St. Francis Medical Center for 
any fiscal year is less than the Minimum Community Benefit Services Amount (as adjusted 
pursuant to the above-referenced Consumer Price Index) required for such fiscal year, St. Francis 
Medical Center shall pay an amount equal to the deficiency to one or more tax-exempt entities 
that provide community benefit services for residents in St. Francis Medical Center's service 
area (30 ZIP codes), as defined on page 65 of the Health Care Impact Report, dated October 2, 
2015, and attached hereto as Exhibit 1. Such payment shall be made within four months 
following the end of such fiscal year. 

XI. 

For at least ten years from the closing date of the System Restructuring and Support Agreement 
unless otherwise indicated, St. Francis Medical Center shall maintain its contracts and any 
amendments and exhibits thereto with the County of Los Angeles for services, including the 
following: 

a. Radiation Therapy Services Agreement; 
b. Impacted Hospital Program Agreement until terminated by Los Angeles County 

in June 2016; 
c. Department of Mental Health Legal Entity Agreement; 
d. Mental Health Services Agreement Contract Allowable Rate-Fee for Service 

Medi-Cal Acute Psychiatric Inpatient Services; 
e. EDAP Confirmation Agreement; 
f. Designation Agreement (72-Hours Evaluation and Intensive Treatment Facility); 
g. Paramedic Base Hospital Services Agreement; 

· h. Trauma Center Services Agreement; 
i. Trauma Center Services Augmentation Agreement until terminated by Los 

Angeles County in December 2015; 
j. Nursing Affiliation Agreement; and 
k. Hospital Preparedness Program Agreement. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
St. Francis Medical Center shall provide to the Los Angeles County Department of Health 
Services and Los Angeles County of Department of Mental Health information and documents 
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related to staffing assessments, clinical guidelines, services provided, and technology needs for 
St. Francis Medical Center. The goal is to ensure that St. Francis Medical Center's decisions or 
changes in these areas will not be motivated by a desire to move away from serving the Medi: 
Cal population. Such information and documents will also be provided to the Local Governing 
Board. 

XII. 

For ten years from the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center shall have a Local Governing Board of Directors. St. Francis Medical 
Center's Board of Directors shall consult with the Local Governing Board of Directors prior to 
making changes to medical services, community benefit programs, making capital expenditures 
including the spending of the funds for the "Capital Commitment" set forth in section 7. 7 of the 
System Restructuring and Support Agreement and attached hereto as Exhibit 2, making changes 
to the charity care and collection policies, and making changes to charity care services provided 
at St. Francis Medical Center. The members of the Local Governing Board shall include 
physicians from St. Francis Medical Center's medical staff, St. Francis Medical Center's Chief 
of Staff, one member designated by the Los Angeles County Board of Supervisors, and 
community representatives from St. Francis Medical Center's primary service area (30 ZIP 
codes), as defined on page 65 of the Health Care Impact Report, dated October 2, 2015, and 
attached hereto as Exhibit 1, including 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 unless done so on an emergency basis. The Local Governing Board's 
approval is required of all reports submitted to the Attorney General regarding compliance with 
these Conditions. 

XIII. 

Verity Health System of California, Inc. shall reserve or expend the $180 million capital 
commitment set forth in section 7. 7 of the System Restructuring and Support Agreement and 
attached hereto as Exhibit 2. 

XIV. 

Verity Health System of California, Inc. shall comply with the pension obligations set forth in 
section 7.3 of the System Restructuring and Support Agreement. Section 7.3 of the System 
Restructuring and Support Agreement should be amended to include the following language: 

(f) Notwithstanding any limitations set forth in the documents governing the 
Defined Benefit Church Plan, the Defined Contribution Church Plans, and the 
Multiemployer Plans, the participants of these plans have the legal right to 
enforce compliance of Section 7 .3 against Verity Health System of California, 
Inc. 
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xv. 


St. Francis Medical Center shall maintain privileges for current medical staff who are in good 
standing as of the closing date of the System Restructuring and Support Agreement. Further, the 
closing of the System Restructuring and Support Agreement shall not change the medical staff 
officers, committee chairs, or independence of the St. Francis Medical Center's medical staff, 
and such persons shall remain in good standing for the remainder of their tenure. 

XVI. 

Verity Health System of California, Inc. shall commit the necessary investments required to meet 
and maintain OSHPD seismic compliance requirements at St. Francis Medical Center through 
2030 under the Alfred E. Alquist Hospital Facilities Seismic Safety Act of 1983, as amended by 
the California Hospital Facilities Seismic Safety Act, (Health & Saf. Code,§ 129675-130070). 

XVII. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, St. 
Francis Medical Center's Board of Trustees shall replace Article of IV, Section 3, subsection (a) 
of its Amended and Restated Bylaws Template (attached hereto as Exhibit 3) with the following 
language: 

(a) Number and Composition. The Board of Trustees shall generally consist of not Jess than five 
(5) nor more than seventeen (17) members, including: 

i) no more than 50 percent shall be members who are in good standing on the Board of 
Directors of Verity Health System of California, Inc.; 

ii) at least one-third shall be residents of Los Angeles County; and 

iii) no members shall have either directly or indirectly, personally or through a family 
member have any financial relationship with BlueMountain Capital Management, LLC or any of 
its owned or managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, 
director, contractor or employee of BlueMountain Capital Management, LLC or any of its owned 
or managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which 
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for 
public companies wherein BlueMountain Capital Management, LLC has an interest of Jess than 
10%. 

St. Francis Medical Center's Board of Trustees shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 4) and Amended and Restated Bylaws within 90 days from the closing date of the 
System Restructuring and Support Agreement requiring these provisions and any further changes 
to these documents must be approved by the Attorney General. 
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Within sixty days of the closing date of the System Restructuring and Support Agreement, Verity 
Health System of California, Inc. shall adopt the same Conflict of Interest Policy currently used 
by Daughters of Charity Health System and its affiliates ( attached hereto as Exhibit 5) except 
that all references to the "Corporation" in the Conflict of Interest Policy shall be amended to 
"Corporation, or BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates, or Integrity Healthcare, LLC". and a portion of its "Financial Interest" definition 
section on page 2 shall be amended to state as follows: 

4. Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• Ownership or investment interest in; or 

• Compensation arrangement with; or 

• Other economic interest in any of the following: 

i. The Corporation; or 
ii. BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates and Integrity Healthcare, LLC; or 
iii. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC has a transaction or arrangement; or 
iv. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC is negotiating a transaction or arrangement; or 
v. Any entity or individual that competes with the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC. 

Verity Health System of California, Inc. Board of Trustees shall provide a copy of its Conflict of 
Interest Policy within 90 days from the closing date of the System Restructuring and Support 
Agreement requiring this amendment and any further changes to this document must be 
approved by the Attorney General. 

Verity Health System of California, Inc. shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 6) and the Amended and Restated Bylaws (as set forth in the attached hereto Amended 
and Restated Bylaws Template as Exhibit 7) within 90 days from the closing date of the System 
Restructuring and Support Agreement and any further changes to these documents must be 
approved by the Attorney General. 

If either the Verity Health System of California, Inc.' s Board of Directors or St. Francis Medical 
Center's Board of Trustees provides board compensation to its members other than 
reimbursement for travel to and from board/trustees' meetings, it is required to obtain an fair 
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market valuation for payment of such compensation for similarly-situated board of 
directors/trustees in the United States every two years. 

XVIII. 

There shall be no restriction or limitation on providing or making reproductive health services, 
including such services prohibited by the "Ethical and Religious Directives for Catholic Health 
Care Services" as determined by the United States Conference of Catholic Bishops, available at St. 
Francis Medical Center, its medical office buildings, or at any of its facilities. There shall be no 
discrimination against any lesbian, gay, bisexual, or trans gender individuals at St. Francis 
Medical Center. Both of these must be explicitly set forth in St. Francis Medical Center's 
written policies, adhered to, and strictly enforced. 

XIX. 

At least thirty days prior to the closing of the Operating Asset Purchase Agreement and the Real 
Estate Purchase Agreement, St. Francis Medical Center Foundation shall provide to the Attorney 
General's Office an accounting of all charitable assets. Within 5 days of the Attorney General's 
approval, St. Francis Medical Center Foundation shall transfer all charitable assets including, but 
not limited to, all temporary and permanently restricted funds to the California Community 
Foundation. 

a) The funds from St. Francis Medical Center Foundation, if not previously restricted to 
support a specific charitable organization, will be deposited into the California 
Community Foundation's St. Francis Medical Center Fund, and used to support nonprofit 
tax-exempt charitable organizations, clinics and facilities in providing healthcare services 
to residents of St. Francis Medical Center's service area (30 ZIP codes), as described on 
page 65 in the Healthcare Impact Report authored by Medical Development Specialists, 
LLC, dated October 2, 2015. (Exhibit 1.) The donated funds shall be maintained and 
used for the purposes specified herein for a period of at least five years. 

b) If there are funds from St. Francis Medical Center Foundation previously restricted to 
support a specific charitable organization, such funds shall be deposited into a fund or 
funds at California Community Foundation restricted to continuing support for such 
charitable organization or organizations. Such funds are protected against 
obsolescence. If the purposes of any restricted fund become unnecessary, incapable of 
fulfillment, or inconsistent with the charitable needs of the community served by 
California Community Foundation, California Community Foundation's Board of 
Directors shall have the ability to modify any restriction or condition on the use such 
fund. 
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xx. 
For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, St. Francis Medical Center shall submit to the Attorney General, no later than four 
months after the conclusion of each fiscal year, a report describing in detail compliance with 
each Condition set forth herein. The Chairman of the Board of Directors of St. Francis Medical 
Center and the Chief Executive Officer at St. Francis Medical Center shall each certify that the 
report is true, accurate, and complete and provide documentation of the review and approval of 
the report by the St. Francis Medical Center's Board of Directors and the Local Governing 
Board. 

XXI. 

At the request of the Attorney General, all parties listed in Condition I, Integrity Healthcare, 
LLC, a Delaware limited liability company, BlueMountain Capital Management, LLC, a 
Delaware limited liability company, and any other parties 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 terms 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 information so produced to the extent that such information 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. 

XXII. 

Once the System Restructuring and Support Agreement is closed, all parties listed in Condition I, 
Integrity Healthcare, LLC, a Delaware limited liability company, BlueMountain Capital 
Management, LLC, a Delaware limited liability company, and any other parties referenced in the 
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the 
applicability and compliance with each and every Condition and to have waived any right to seek 
judicial relief with respect to each 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 remedies the Attorney General may 
have, the Attorney General shall be entitled to specific performance, injunctive relief, and such 
other equitable 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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ANALYSIS OF THE HOSPITAL'S SERVICE AREA 


Service Area Definition 

Based upon the Hospital's 2014 inpatient discharges, the Hospital's service area is comprised of 
30 ZIP Codes from which 80% of the Hospital's inpatient discharges came from. Approximately 
49% of the Hospital's discharges originated from the top seven ZIP Codes, located in Lynwood, 
South Gate, Los Angeles, Bell, Compton, and Bell Gardens. In 2014, the Hospital's market share 
in the service area was approximately 10% based on total area discharges. 
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SERVICE AREA PATIENT ORIGIN MARKET SHARE BY ZIP CODE: 2014 

ZIP Codes Community 
90262. LynY1ood 

9.0?80 ,Sgutb G~te 

Discharges 
2,372 

1,79~ 

Discharges 

11.9% 
9,Q% 

of Discharges Discharges 

.6,S7L 
7,19.5 

Share 

36.1% 
24.9% .2.1...0.%. 

90002 Los Angeles 1,328 6.7% 27.7% 5,649 23.5% 
90.2.0.1. .. ~el.I.. J,189 6-0% ..3.3.&% .... .?.~.83 . 15,5% 
90221 Compton 1,152 5.8% 39.4% ... ..... 5,<156 21.1% 
90059 ... . . .Los Angeles.. 1,083 5,5% . 44,9% .. 5,005 .....21.,.6%..... 
90222 Corripton 874 4.4% 49.3% .... 3,583. 24.4% 
0.2:5.5 .......H.untingt<mPar~ 
 ... ... 873 ... .. ... 4&% ...5.3.?%. r;,o?? . . H,5% 

90001 .. Los Ang~les 845 4.3% 57.9% 6,00l 14.1% 
9Q22J) .. conmton ....806 4.,1.~L 62,0% 5,955 . 13,5% 

0003 ...LosAngeles. 555 2.8% 
' 

64.8% ...... -.- ... 7,920 ..... J..CJ% 
0044 LQS ~nge(es ... .553 ..2.8% ... 67,.6% . lJ,765 4,7% 
0723 Paramount 385 1.9% 69.5% ..,, 5,Q23 7.7% 
0061 LosMgeles 361... 1,8% 71..3%. 3,349 .. .10..8.%... 
0805 Long Beach 281 1.4% 72.8% 9,828 2.9% 
0.65.0 .. N.orwajk .2.66 1,3% .74.-.1%... 11,201 ...... 2,4% 
0270 May1Nood 234 1.2% 75.3% 2.,.34.9 10.0% 
02,1.2 DOINn.ey 23.4.... J,.2% .. 76.4% 4,034 ........5.,8% 
0706 Bellflower 226 1.1% 77,6% 7,311 3.1% 
02.41 .Downey 186 0.9%.. 78.5% 4,US 45% 
0660 Pico Rivera 83 0.4% 78.9% 6,985 1.2% 
0240 Dqwney 76 •.. 0.4% 79.3%. 1,920 4,0% 
0701 Artesia 40 0.2% 79.5% l,826 2.2% 
0605 .w.hi.l!:ie.r... 31 0.2% .}9.7% 4,007 0,8% 
0670 Santa..F.e.Springs 27 0.1% 79.8% 1,620 1.7% 
0604 W.bil!:ier 25 Q.1% 79.9% 3,718 o..7%. 
0638 la Mirada 

07.03 .CerrJtos 
23 
23 

0.1% 
Q..1% 

80.1% 
80.2% 

4,380 
4,249 

0.5% 
0,5% 

0606 Whittier 22 0.1% 80.3% 3,470 0.6% 
0603 Whittier 3 0.0% 80.3% 2,133 0.1% 
ubtotal 15,948 80.3% 80.3% 160,347 9.9% 
ther ZIPS 3,913 19.7% 100% 
otal 19,861 100% 

Note: Excludes normal newborns 

Source: OSHPD Patient Discharge Database 
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No such patient shall be turned away because of age, race, religion, gender, sexual orientation, 
payment source or inability to pay. 

(c) For a period of not less than five (5) years following the Effective Time,. 
Integrity acknowledges that DCHS will maintain the existing chapels at the Hospitals to be used 
for the celebration of Catholic mass and other religious· services, and provide an appropriately 
staffed and funded pastoral care service at the Hospitals. 

7.7 Capital Commitment. After the Closing, DCHS shall reserve or expend the 
following amounts for capital expenditures in each of the successive five (5) years immediately 
following the Closing Date: $40,000,000.00 in each of the first three (3) years immediately 
following the Closing Date, and $30,000,000.00 in each of years 4 and 5 immediately following 
the Closing Date. Notwithstanding the preceding sentence, in the event that within the first five 
years post-Closing, one or more of the Hospitals is sold or otherwise disassociated from DCHS, 
any remaining annual Capital Commitments of the remaining DCHS thereafter as set forth 
above, shall be reduced pro-rata based on the net reven~e for such sold or disassociated 
Hospital(s) as included in the most recently completed audited income statement. 

7.8 Intellectual Property. 

(a) Except as permitted under Section 6.13 of this Agreement, Integrity 
hereby covenants and agrees not to use the Hospital· Trademarks in any manner or in any 
medium or form that includes or incorporates any Retained Marks (including, without limitation, 
the DCHS Names). Integrity further hereby covenants and agrees that all marketing and 
advertising using the Hospital Trademarks after the Effective Time will be in a form that 
integrates the use of the name "Integrity Health System, Inc." or similar branding in connection 
with. the use of such Hospital Trademarks in such marketing or advertising materials. 

(b) Except as permitted under Section 6.13, Integrity covenants not to use the 
Retained Marks or any marks or domain names that are confusingly similar to the Retained 
Marks, or any other Retained IP, in any manner and in any medium. · 

(c) Except as permitted under Section 6.13, Integrity shall, as of the Effective 
Time, (i) discontinue the use of all corporate and trade names, letterhead and business cards that 
contain any Retained Marks (including, without limitation, the DCHS Names), (ii) use 
commercially reasonable efforts to file appropriate name change amendments with the California 
Secretary of State, (iii) use commercially reasonable efforts to promptly replace or modify all 
exterior and interior fixtures that contain or comprise building signs to remove completely any 
Retained Marks (including, without limitation, the DCHS Names), and (iv) shall not 
subsequently change such names to (or otherwise use or.·.employ) any names which contain any 
Retained Marks (including, without limitation, the DCHS Names). . . 

7.9 Actions Related to Legal Opinion from Bond Counsel. BlueMountain agrees to 
cooperate with and provide Orrick, Herrington & Sutcliffe LLP ("Orrick") with all requested 
documentation in order to complete the opinion described in Section 8.9, including a 501 (c)(3) 
opinion from a firm acceptable to Orrick, and BlueMountain shall obtain any valuations 
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DRAFT TEMPLATE 


AMENDED AND RESTATED 


BYLAWS OF 


[NAME] 


[HOSPITAL] [MEDICAL CENTER] 


ARTICLE I 


NAME 

The name of this Corporation shall be as set forth in its Articles oflncorporation. 

ARTICLE II 

DEFINITIONS 

Section 1. Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of other entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 
full effect to the intent of Article XIII of these Bylaws. 

(a) Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California 
nonprofit public benefit corporation ("Verity"), or by another organization controlled by Verity. 
As used in this definition, "control" shall mean (a) the status of sole corporate member of an 
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing 
body of an organization. 

(b) Corporate Member. The term "Corporate Member" shall mean Verity. 

(c) Corporation. The term "Corporation" shall mean [NAME] Medical 
Center. 

(d) Health System. The term "Health System" shall mean, collectively, 
Verity, this Corporation and the Affiliates of Verity and the Corporation. 

(e) Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

(f) System Authority Matrix. The term "System Authority Matrix" shall mean 
the document as in effect from time to time which sets forth the respective responsibilities and 
authorities for Health System operations and decision making. 
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Section 2. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 

ARTICLE III 

PURPOSES 

Section I. Purposes. The purposes of this Corporation are set out in its A11icles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section I. Principal Office. The principal office of this Corporation shall be in the 
County of (County], State of California. 

Section 2. Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

CORPORATE MEMBERSHIP 

Section I. Corporate Membership. The sole member of this Corporation is Verity, 
acting through its Board of Directors or otherwise as provided in A1iicle XIII, Section 2 of these 
Bylaws or the California Nonprofit Corporation Law. 

Section 2. Rights and Powers of the Corporate Member. As the sole member of this 
Corporation under the California Nonprofit Corporation Law, the Corporate Member has all 
corresponding statutory rights and powers of membership. In addition, the Corporate Member 
has the power (which are termed the "Reserved Powers" of the Corporate Member) to take or 
approve the following actions: 

(a) Approve or change the mission, role and purpose of this Corporation; 

(b) Amend the Bylaws and Articles oflncorporation of this Corporation; 

(c) Authorize the Board of Directors to amend the bylaws, ai1icles of 
incorporation or other organizational documents of any Affiliate; 

(d) Approve the forn1ation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct Affiliate of 
this Corporation; 

(e) Fix the number and appoint and remove the Directors of this Corporation; 
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(f) Appoint and remove the Chairperson of the Board and the President and 
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this 
Corporation; 

(g) Approve the merger, consolidation, reorganization or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

(h) Approve the acquisition, sale, lease, mortgage, transfer or other alienation 
of real or personal property of this Corporation other than in accordance with the System 
Authority Matrix; 

(i) Approve the capital and operating budgets of this Corporation or of any 
Affiliate controlled by this Corporation; 

G) Approve the incurrence of debt or guaranties of this Corporation other 
than in accordance with the System Authority Matrix; 

(k) Establish policy concerning quality of care and services for the 
Corporation and to approve any such policies of this Corporation that are inconsistent with the 
System Authority Matrix; 

(]) Establish policy and procedures concerning finance and resources for the 
Corporation and to approve any such policies or procedures that are inconsistent with such 
policies or procedures; 

(m) Establish criteria for the long-range financial and strategic plans of the 
Corporation and to approve any such plans; 

(n) Establish an internal auditing program and approve any material element 
of the internal auditing program for this Corporation that is inconsistent with the internal auditing 
program established by the Corporate Member; 

(o) Approve capital expenditures by this Corporation or for any Affiliate 
controlled by this Corporation other than in accordance with the System Authority Matrix; 

(p) Approve the transfer of funds, by gift or loan, between this Corporation 
and one or more other Affiliates of Verity and this Corporation or to any other person or entity 
other than in accordance with System Authority Matrix; and 

(q) Approve any other action by this Corporation or for any Affiliate 
controlled by this Corporation that has been established by resolution of the Corporate Member 
as requiring its approval, including, but not limited to, any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to which this 
Corporation or any Affiliate controlled by this Corporation is a party. 

Section 3. Voting By Proxy. The Corporate Member may not vote by proxy. 
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Section 4. Appointment of Officer or Director or Others to Act on Behalf of 
Corporate Member. Subject to applicable law and the miicles of incorporation and bylaws of the 
Corporate Member, the Corporate Member's board of directors may, by resolution, appoint one 
of more officers or directors of the Corporate Member or one or more other persons to act on its 
behalf, in its capacity as Corporate Member of this Corporation. 

Section 5. Annual Meeting. A meeting of the Corporate Member shall be held 
annually for the purpose of appointing directors and to transact such other business as may be 
brought before such meeting. The annual meeting of the Corporate Member shall be held at such 
time and place as the board of directors of the Corporate Member determine from time to time. 

Section 6. Action by Written Consent. Any action required or permitted to be taken 
at a meeting (whether annual, regular or special) by the Corporate Member under any provision 
of law, the Articles of Incorporation or these Bylaws may be taken without a meeting if the 
Corporate Member consents to such action in 'writing. Each such written consent shall be filed 
with the minutes of the proceedings of the Corporation. Such action by written consent shall 
have the same force and effect as a vote of the Corporate Member. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Corporate 
Member without a meeting shall state that the action was taken by written consent of the 
Corporate Member without a meeting and that the Bylaws of the Corporation authorize the 
Corporate Member to so act. 

ARTICLE VI 

BOARD OF DIRECTORS 

Section 1. Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the Reserved Powers of the Corporate Member, the System 
Authority Matrix and the laws of the State of California, the activities and affairs of this 
Corporation shall be managed and conducted and all corporate powers shall be exercised by or 
under the direction of this Corporation's Board of Directors. To facilitate the management and 
conduct of this Corporation's activities and affairs, the Board of Directors shall establish 
corporate policies for, and fommlate the basic rules and regulations governing the operation and 
management of, this Corporation and generally oversee and be responsible for the quality of care 
and the planning of services rendered by this Corporation. The Board of Directors may delegate 
the management and conduct of this Corporation's activities and affairs to any person or persons, 
management compm1y, or committee however composed, provided that no delegation of 
authority by the Board of Directors to the Chief Executive Officer (as defined in A1iicle VIII, 
Section 4 below), or anyone else, shall preclude the Board of Directors ·from exercising the 
authority required to meet its governance responsibility for the management and conduct of this 
Corporation's activities at1d affairs; and provided, further, that any delegation of powers of the 
Board may be made only to a committee of the Board consisting only of directors at1d shall be 
subject to the further limitations on Board committees set fo1ih in Article IX, Section I of these 
Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 2. Reserved Powers of Verity as the Corporate Member; Final Action. 
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in 
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these 
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of 
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become 
final, binding action of the Corporation when such action has been approved or ratified by final 
action of the Corporate Member acting in accordance with these Bylaws arid the bylaws of the 
Corporate Member. 

Section 3. Number and Qualification. 

(a) The Board of Directors shall consist of not less than three (3) nor more 
than seventeen (17) members, including at least one (1) person who is a member in good 
standing of the Board of Directors of Verity. 

(b) The President and Chief Executive Officer of the Corporate Member shall 
serve as a member of the Board, ex officio. 

(c) Restriction on Interested Directors. Not more than forty-nine percent 
( 49%) of the persons serving on the Board of Directors at any time may be interested persons 
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law. 
An interested person is (i) any person currently being compensated by this Corporation for 
services rendered to it within the previous twelve (12) months, whether as a full-time or part
time employee, independent contractor or otherwise, but excluding any reasonable compensation 
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-in
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such 
person. However, any violation of the provision of this Section shall not affect the validity or 
enforceability of any transaction entered into by this Corporation. 

Section 4. Appointment by Corporate Member. The Directors shall be appointed by 
Verity at each annual meeting of the Corporate Member. 

Section 5. Term. Each Director (other than the President and Chief Executive Officer 
of the Corporate Member) shall hold office for a term of one (1) year or such other period set by 
the Corporate Member or until a successor is appointed and qualified or until such person sooner 
dies, resigns, is removed or becomes disqualified. 

Section 6. Removal and Filling of Vacancies. The Board of Directors may declare 
vacant the office of a Director who has been declared. of unsound mind by a final order of court 
or convicted of a felony or who has missed more than half of the meetings of the Board of 
Directors during any twelve-month period other than by reason of illness, or who has been 
found, by a final order or judgment of any court, to be in breach of any duty owed to the 
Corporation under Sections 5230-5239 of the California Nonprofit Public Benefit Corporation 
Law. In the event that such office is declared vacant, a new Director to fill the unexpired pmiion 
of the term of the Director whose office was declared vacant shall be appointed by the Corporate 
Member. 

Section 7. Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary 
or to. the Board of Directors of the Corporation at its principal office; provided that, except upon 
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notice to the Attorney General, no director may resign if the Corporation would then be left 
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be 
effective upon receipt unless specified to be effective at some other time. 

Section 8. Fees and Compensation. Directors may receive such reasonable 
compensation (within the meaning of Internal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Corporate Member. Directors may receive compensation from the corporation for 
services rendered to it, subject to the restriction on interested Directors as set forth in Section 
3(c) above of this Article VI. 

Section 9. Self-Dealing Transactions. This Corporation shall not enter into self-
dealing transactions. Except as provided in Section 9(a) of this Article VI, for the purpose of this 
Section, a self-dealing transaction means a transaction to which this corporation is a pmiy and in 
which one or more of the members of its Board of Directors or officers has a material financial 
interest and which does not meet the requirements of Sections 9(b) or 9( c) of this Article VI. 
Such a member of the Board of Directors is an "interested director" for the purpose of this 
Section. 

(a) Exceptions. The provisions of this section do not apply to any of the 
following: 

(i) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(ii) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and without 
unjustified favoritism and (ii) results in a benefit to one or more members of the Board of 
Directors or their families because they are in the class of persons intended to be benefited by the 
public or charitable program. 

(iii) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the gross receipts of 
this corporation for the preceding fiscal year or one hundred thousand dollars ($100,000). 

(b) . Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(i) This Corporation entered into the transaction for its own benefit; 

(ii) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(iii) Prior to consu111111ating the trm1saction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of 
the members of the Board of Directors then in office without counting the vote of the interested 
director or directors, and with knowledge of the material facts concerning the transaction and the 
director's interest in the transaction. Interested directors may be counted in determining the 
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presence of a quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Section 9(c)(i) of this Article VI, action 
by a committee of the Board of Directors shall not satisfy this paragraph; and 

(iv) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation under the 
circumstances that this corporation could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances or (ii) this corporation in fact could not have 
obtained a more advantageous arrangement with reasonable effort under the circumstances. 

(c) Subsequent Board of Directors Approval. This Corporation may enter 
into a self-dealing transaction if all of the following facts are established: 

(i) A committee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in Section 9(b) of. 
this Article VI; 

(ii) It was not reasonably practicable to obtain approval of the Board 
of Directors prior to entering into the transaction; and 

. 
(iii) The Board of Directors, after determining in good faith that the 

conditions of subparagraphs (i) and (ii) of this subsection (c) were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the Board of Directors 
then in office without counting the vote of the interested director or directors. Interested 
directors may be counted in determining the presence of a quorum at a meeting of the Board of 
Directors which authorizes, approves or ratifies the contract or transaction. 

ARTICLE VII 

MEETINGS OF THE BOARD OF DIRECTORS 

Section I. Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 2. Annual Meeting. As soon as reasonably practicable, but no later than 
sixty (60) days after the annual meeting of the Corporate Member, the Board of Directors shall 
hold an ammal meeting for the purpose of organizing the Board, electing the officers and the 
transaction of such other business as may come before the meeting. The date of the annual 
meeting shall be fixed by resolution. No notice of the annual meeting of the Board of Directors 
need be given. 

Section 3. Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Corporate Member may fix by resolution from time to time. No notice 
ofregular meetings of the Board of Directors need be given. 
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Section 4. Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation, or by the Corporate Member. 

Section 5. Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication (including e-mail), addressed to such 
Director at her or his address as it is shown on the records "of this Corporation. Such notice, if 
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting, or if 
delivered personally, telephonically or telegraphically or by e-mail, shall be received at least 
forty-eight ( 48) hours prior to the time of the meeting. 

Section 6. Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 7. Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time 
and place. The act of a majority of the Directors present at any meeting at which there is a 
quorum shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 8. Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors may be taken without a meeting if all of the Directors individually or 
collectively shall consent in writing to such action. Such written consent or consents shall be 
filed with the minutes of the proceedings of the Board. Such action by written consent shall have 
the same force and effect as the unanimous vote of such Directors. Any ce1iificate or other 
document filed on behalf of this Corporation relating to an action taken by the Board without a 
meeting shall state that the action was taken by written consent of the Board of Directors without 
a meeting and that the Bylaws of the Corporation authorize its Directors to so act. 

Section 9. Telephonic Meeting. Directors may participate in a meeting of the Board 
through the use of conference telephone or similar communication equipment, as long as all 
Directors participating in such meeting can hear one another. Participation in this manner shall 
constitute presence in person at such meeting. 

Section 10. Prohibition Against Voting by Proxy. Directors may not vote by proxy. 
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ARTICLE VIII 

CORPORATE OFFICERS 

Section I. Officers. 

(a) The officers of this Corporation shall include a Chairperson of the Board, 
a Vice Chairperson of the Board, a President and Chief Executive Officer ("CEO"), a Chief 
Financial Officer ("CFO"), a Secretary and a Chief Medical Officer ("CMO"), all of whom shall 
be selected in accordance with the provisions of this Article VIII. Neither the Chairperson of the 
Board nor the President/CEO may serve concurrently as the Secretary or CFO of this 
Corporation. 

(b) The officers of this Corporation shall be appointed by the Corporate 
Member. Each shall hold office until her or his resignation or removal, other disqualification to 
serve or until her or his successor shall be elected and qualified. 

(c) The Board of Directors may appoint such additional officers from among 
the members of the Board of Directors (including, for example, one (1) or more assistant 
Secretaries), as the business of this Corporation may require, each of whom shall serve for such 
period, have such authority and perform such duties as the Board of Directors from time to time 
may authorize. 

Section 2. Removal of Officers. Any officer, other than the Chairperson of the Board, 
the President and CEO, the CFO and the CMO, may be removed, with or without cause, by a 
majority of Directors then in office, at any regular or special meeting of the Board. The 
Chairperson of the Board may be removed, with or without cause, only by the Corporate 
Member, and the President/CEO may be removed, with or without cause, only by the Corporate 
Member after consultation with the Board of Directors of this Corporation and the 
President/CEO of the Corporate Member. The CMO may be removed, with or without cause, 
only by the President/CEO of this Corporation with the concurrence of the President/CEO of the 
Corporate Member after consultation with the Board of Directors of this Corporation. The CFO 
may be removed, with or without cause, only by the President/CEO of this Corporation with the 
concurrence of the Chief Financial Officer of the Corporate Member after consultation with the 
Board of Directors of this Corporation. If a vacancy occurs in any office as a result of death, 
resignation, removal, disqualification or any other cause, the Board of Directors may delegate the 
powers and duties of such, office, except as otherwise provided in these Bylaws, to any officer or 
to any Director until such time as a successor for such office has been appointed. Any officer 
who is also a Director shall be automatically removed as such an officer upon her or his removal 
as a Director in accordance with the provisions of Article VI, Section 6 of these Bylaws. 

Section 3. Chairperson of the Board. The Chairperson of the Board shall be 
appointed by the Corporate Member in connection with the appointment of the Directors. The 
Chairperson of the Board shall have the powers and duties usually associated with such office. 
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise 
activities of the Board, and serve as an ex officio voting member of all Board committees. 
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Section 4. President and Chief Executive Officer. The President/CEO shall be the 
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a 
member of the Verity executive team. The President/CEO shall be appointed by the Corporate 
Member after consultation with this Corporation's Board of Directors and the President/CEO of 
the Corporate Member. He or she shall serve such term as may be determined by the Board of 
Directors. He or she shall report to and be accountable to this Corporation's Board of Directors 
and to the President/CEO of the Corporate Member and shall have general supervision, direction 
and control of the business, employees and independent contractors of this Corporation and shall 
be held responsible for the proper functioning and management of this Corporation. The 
President/CEO shall possess the degree of education and experience appropriate to the proper 
discharge of these responsibilities and, if a management or employment agreement may be in 
effect, meet all of the requirements set forth in the management or employment agreement. The 
President/CEO may sign, with the Secretary or any other officer of this Corporation as 
authorized by this Corporation's Board of Directors, any instrument which this Corporation's 
Board of Directors has authorized to be executed. The Chairperson of the Board of this 
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic 
performance reviews of the President/CEO of this Corporation, taking into account the advice 
and comments of this Corporation's Board of Directors. Subject to the control of this 
Corporation's Board of Directors and the direction of the Corporate Member, the President/CEO 

. shall organize the administrative functions of this Corporation, delegate duties and establish 
formal means of accountability on the part of her or his subordinate officers. The President/CEO 
shall have the general powers and duties of management usually vested in the chief executive 
officer under the California Nonprofit Public Benefit Corporation Law and shall have other 
powers and duties as may be prescribed by this Corporation's Board of Directors, these Bylaws, 
and the policies of the Corporate Member. 

Section 5. Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfonn all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or CFO, to act as Chairperson of the Board. 

Section 6. Secretaiy. The Secretary shall be appointed initially by the Corporate 
Member ai1d thereafter shall be elected from among the Directors and shall keep or cause to be 
kept at the principal office or at such other place as the Board of Directors may detennine, a 
book of minutes of all meetings of the Directors, whether annual, regular or special, with the 
time and place of the meeting, the notice given, the names of those present at the meeting, the 
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or 
cause to be given notice of all meetings of the Board of Directors required by these Bylaws or by 
Jaw. The Secretary shall have such other powers and perfo1m such other duties as may be 
prescribed by the Board of Directors or these Bylaws. 

Section 7. Chief Financial Officer. The CFO shall and according to the direction of 
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and 
maintained, adequate and correct books and records of accounts of the properties and business 
transactions of this Corporation, including accounts of iis assets, liabilities, receipts, 
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disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables 
in the name and to the credit of this Corporation with such depositaries as may be designated by 
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered 
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief 
Financial Officer of the Corporate Member, whenever they request it, an account of all 
transactions and of the financial condition of this Corporation, and shall have other powers and 
perform such other duties as may be prescribed by the Board of Directors or these Bylaws. 
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation 
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate 
Member after consultation with the Board of Directors of this Corporation. He or she shall serve 
such term as may be determined by the Board of Directors. He or she shall report to and be 
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the 
Corporate Member. 

Section 8. Chief Medical Officer. The CMO shall have administrative oversight over 
the clinical programs and related activities of each chapter of this Corporation. The CMO shall 
manage physician relationships and clinical provider staff, including the provision of physician 
support services, the conduct of physician outreach activities and this Corporation's 
participation in education and research activities. In addition, the CMO shall coordinate clinical 
quality standards. The CMO shall be appointed by and shall be subject to removal by the 
President/CEO of this Corporation with the concurrence of the President/CEO of the Corporate 
Member after consultation with the Board of Directors of this Corporation, and shall report to 
and be accountable to the Board of Directors of this Corporation and to the President/CEO of 
this Corporation and the President/CEO of the Corporate Member. 

Section 9. Rep01ting Relationship of Certain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President/CEO and each of them shall be entitled to confidential access to the 
Chairperson and other members of the Board of Directors as necessary or advisable to carry out 
such person's duties in such position. 

Section I 0. Resignation. Any officer may resign at any time by giving written notice 
to this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless. otherwise specified in that notice, the 
acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under 
any contract to which the officer is a pa1ty. 

Section 11. Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 
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ARTICLE IX 


COMMITTEES 

Section I. Generally. 

(a) The Board of Directors may by resolution establish (I) Committees of the 
Board which shall have legal authority to act for this Corporation, subject to the authority of any 
Health System-wide committees appointed by Verity, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure of the 
Board. Any Committee of the Board which shall have legal authority to act for this Corporation, 
to the extent provided in a resolution of the Board adopted by a majority of the Directors then in 
office, shall have all authority of the Board, except with respect to: 

(i) 	 The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require 
approval of the Corporate Member, or a majority of this 
Corporation's Board of Directors; 

(ii) 	 The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(iii) 	 The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or 
repeatable; 

(iv) 	 The appointment of other Committees of the Board or members 
thereof; or 

(v) 	 The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit 
Corporation Law. 

(b) The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such prescription, 
such committee shall have the power to prescribe the manner in which its proceedings shall be 
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the 
regular and special meetings and other actions of any committee shall be governed by the 
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings 
and shall repmi the same to the Board from time to time, as the Board of Directors may require. 
The Board of Directors shall review the charter of each committee governed by a chmier at least 
once every two years. 

Section 2. Committees of the Board. Only Directors may be appointed as members of 
Committees of the Board. Each Committee of the Board shall consist of two or more Directors. 
The Chairperson and members of Committees of the Board shall be appointed by the Board of 
Directors by resolution adopted by a majority of the Directors then in office. The Board may 
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designate one or more Directors as alternate members of any such committee, who may replace 
any absent member at any meeting of the committee. 

Section 3. Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 4. Executive Committee. 

(a) There may be an Executive Committee which, if established, shall consist 
of some such members of the Board of Directors as the Board may designate. The Chairperson 
of the Executive Committee shall be the person then serving as Chairperson of the Board. The 
Executive Committee shall have authority to act for this Corporation, subject to the provisions of 
Section 1 of this Article. 

(b) The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual Director of any 
responsibility imposed on it or him or her by law, by the Articles of Incorporation of this 
Corporation or these Bylaws. 

(c) The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be given to its 
members and no act of the Executive Committee shall be valid unless approved by the vote of a 
majority, or by the unanimous written consent, of its members. 

Section 5. Finance Committee. The Finance Committee shall be an Advisory 
Committee and shall operate in accordance with a charter adopted by the Board of Directors as in 
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or 
shall be capable of becoming familiar with basic financial statements and accounting principles, 
and all of whom shall be deemed by the Board of Directors to be free of any relationship that 
would interfere.with independent judgment. The members of the Committee shall include the 
President and Chief Executive Officer of the Corporation, the Treasurer of the Corporation, the 
Chief Financial Officer of the Corporate Member, and at least one other person who is not an 
officer of the Corporation. The Committee shall have general surveillance over the finances of 
the Corporation, shall approve the annual budget of and any financial statements prepared by the 
Corporation, and shall make regular reports and recommendations to the Board of Directors. If 
there is no separate Audit Committee, the Finance Committee shall be responsible for 
performing the functions of the Audit Committee as set fmih in these Bylaws. 

Section 6. Audit Committee. The Audit Committee shall be an Advisory Committee 
and shall operate in accordance with a charter adopted by the Board of Directors as in effect 
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall 
be capable of becoming familiar with basic financial statements and accounting principles, and 
all of whom shall be deemed by the Board of Directors to be free of any relationship that would 
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interfere with independent judgment. The Committee shall meet quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all members 
who are employees of the Corporation or any Affiliate controlled by the Corporation. The 
Committee shall have general surveillance over the auditing of the financial records of the 
Corporation, shall approve the financial statements prepared by the Corporation, and shall make 
regular reports and recommendations to the Board of Directors, all subject to the authority of the 
audit committee of Verity or any Health System-wide audit committee that may be established 
by Verity from time-to-time. 

Section 7. Quality and Patient Safety Committee. The Quality and Patient Safety 
Committee shall be an Advisory Committee and shall operate in accordance with a charter 
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety 
Committee shall consist of not fewer than three members, all of whom shall be or shall be 
capable of becoming familiar with basic issues and requirements affecting the quality 
performance of acute-care hospitals. At least one member of the Committee shall be a Director, 
and at least one shall be the Chief Medical Officer of the Corporation or, if none exists, the Chief 
of Staff or other senior physician practicing in a facility affiliated with the Corporation, 
appointed by the Board of Directors, and the President and Chief Executive Officer of the 
Corporation and the Vice President of Quality of the Corporate Member shall be each a member 
ex officio with vote. The Quality and Patient Safety Committee shall meet a minimum of six 
times a year, shall present regular reports to the Board of Directors and shall oversee the 
establishment and implementation of an ongoing quality assurance program in accordance with 
its chaiier, including, for example .and without limitation: review of reports from the 
administration and the medical staff of the Corporation addressing quality performance, 
assessment of the impact of the Committee's oversight on quality performance, review of 
information regarding patient experience; evaluation of the adequacy of resources allocated to 
quality improvement. and monitoring of participation in national quality improvement efforts. 

Section 8. Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 9. Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the tenn in the same manner as provided in the case of original appointments. 

Section I 0. Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than two (2), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 
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ARTICLEX 

MEDICAL STAFF 

Section 1. Organization. Appointments and Hearings. 

(a) The Corporation shall maintain an organized medical staff that is 
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority 
and responsibility for the oversight and delivery of health care rendered by all licensed 
independent practitioners and other practitioners granted practice privileges at health facilities 
licensed in the name of this Corporation. The Board of Directors shall organize the physicians, 
dentists, podiatrists and such other categories as may be permitted by law and granted practice 
privileges at health facilities licensed in the name of this Corporation into one or more staffs 
("Medical Staff) under Medical Staff bylaws approved by the Board of Directors. The Board of 
Directors shall also make provision for credentialing and privileging through the medical staff 
process of such categories of licensed independent practitioners and other practitioners as the 
Board of Directors may authorize under Medical Staff bylaws approved by the Board of 
Directors) the "Allied Health Professional Staff). The Board of Directors shall consider 
recommendations of the M.edical Staff and appoint to the Medical Staff and the Allied Health 
Professional Staff such practitioners as meet the qualifications for membership and privileges set 
forth in the Medical Staff bylaws. Only members of the Medical Staff may admit patients. Each 
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate 
authority and responsibility for the care of her or his patients, subject to the limits of her or his 
licensure and privileges, as delineated by the Board of Directors, and subject to such limits as are 
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff. 

(b) All applications for appointment to the Medical Staff and the Allied 
Health Professional Staff shall be in writing and addressed to the Medical Staff secretary. They 
shall contain full information concerning the applicant's education, licensure, practice, previous 
hospital experience and any history with regard to licensure and hospital privileges. 

(c) All appointments to the Medical Staff and the Allied Health Professional 
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon 
re-application. When an appointment is denied or not renewed, or when privileges have been or 
are proposed to be denied, reduced, suspended or tenninated, the affected practitioner shall be 
afforded a fair hearing and review conducted in accordance with the hearing and appeal 
provisions of the Medical Staff bylaws. 

(d) Liaison among the Board, Administration, the Medical Staff and the 
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors 
from time to time. 

Section 2. Medical Care and Evaluation. 

(a) The Medical Staff shall be responsible to the Board of Directors for 
providing appropriate professional care to patients and for overseeing the quality of care, 
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff, 
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evaluating the competency of practitioners, delineating the privileges of members of the Medical 
Staff and the Allied Health Professional Staff, and providing leadership in performance 
improvement activities of the Corporation. 

(b) The Board of Directors, in the exercise of its iesponsibility to establish, 
maintain and support an ongoing performance improvement program, shall delegate to the 
Medical Staff initial authority for assuring appropriate professional care by members of the 
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a 
continuing review, analysis, and appraisal of the quality of care provided by members of the 
Medical Staff and the Allied Health Professional Staff and an appropriate response to findings. 
Such performance improvement activities shall be regularly repo1ied, together with their results 
and recommended responses, to the Board of Directors. 

(c) The Medical Staff and the Allied Health Professional Staff shall maintain 
adequate and accurate medical records for all patients. 

(d) The Medical Staff shall make recommendations to the Board of Directors 
concernmg: 

(i) 	 Appointments; re-appointments and alterations to Medical Staff 
and Allied Health Professional Staff status; 

(ii) 	 Granting, revocation and alteration of privileges; 

(iii) 	 Corrective and disciplinary actions; 

(iv) 	 All matters relating to professional competency; and 

(v) 	 Such specific matters as may be referred to it by the Board of 
Directors. 

Section 3. Medical Staff Bylaws. 

(a) There shall be Bylaws, Rules and Regulations for the Medical Staff setting 
fmih its organization and government. Proposed Medical Staff bylaws, rules and regulations 
shall be recommended and approved by the Medical Staff and shall become effective only upon 
their approval by the Board of Directors, which approval shall not be unreasonably withheld. 

(b) 	 The Medical Staff Bylaws shall include procedures for: 

(i) 	 written, well-defined criteria for appointment, precluding the 
possibility of discrimi.nation according to color, national origin, 
race, creed, sex or age; 

(ii) . 	 appointment, reappointment, delineation of privileges, cmiailment 
and revocation of privileges; 
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(iii) an appeals mechanism for review of decisions to deny, curtail or 
revoke privileges; 

(iv) 	 a performance improvement program by which patient care 1s 
regularly evaluated and verification of this evaluation and of 
responsive actions taken is provided to the Board of Directors; 

(v) 	 attestation by signature of each practitioner that he or she will 
abide by the Medical Staff Bylaws, Rules and Regulations and the 
policies of the Corporation and Health System; 

(vi) 	 communication between the Board of Directors and the Medical 
Staff through the Executive Committee of the Medical Staff; 

(vii) 	 requiring that only a licensed practitioner with clinical privileges 
shall be directly responsible for a patient's diagnosis and treatment 
within the area of. such practitioner's privileges; each patient's 
general medical condition shall be the responsibility of a physician 
member of the Medical Staff; each patient admitted shall receive a 
baseline history and physical examination by a physician or other 
licensee who has the requisite privileges; a physician member of 
the Medical Staff shall be responsible for the care of any medical 
problems that may be present at the time of admission or that may 
arise during hospitalization; 

(viii) 	 the selection and appointment of officers of the Medical Staff and 
of Medical Staff department chairpersons, · all of whom shall be 
subject to approval of the Board of Directors; 

(ix) 	 restricting membership in the Medical Staff to physicians, dentists, 
podiatrists and, when authorized, clinical psychologists, and 
membership in the Allied Health Professional Staff to licensed 
independent practitioners in cat(lgories approved for privileges 
who are competent in their respective fields, worthy in character 
and in professional ethics; and 

(x) 	 maintaining self-government by the Medical, Staff with respect to 
the professional work performed at the Corporation and periodic 
meetings of the Medical Staff to review and analyze clinical 
experience at regular intervals, with patient medical records as the 
basis for such review and analysis. 

(c) 	 The Medical Staff Bylaws shall provide that: 

(i) 	 there shall be no discrimination with respect to Medical Staff 
privileges or the provision of professional services against a 
licensed physician on the basis of whether that physician holds an 
M.D. or a D.0. degree; and 
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(ii) 	 whenever staffing requirements for a service mandate that the 
physician responsible for. the service be ce1tified or eligible for 
ce1tification by an appropriate American Medical board, such 
position may be filled by an osteopathic physician who is certified 
or eligible for ce1iification by the equivalent appropriate American 
osteopathic board. 

Section 4. Medico-Administrative Personnel. Except as sp.ecified in written 
requirements for such positions, physicians and specified professional personnel engaged by this 
Corporation either full time or paii time as employees or independent contractors in any medico
administrative positions, shall not be required to maintain membership on the Medical Staff 
Members of the Medical Staff in medico-administrative positions may be terminated from their 
contractual relationship with this Corporation according to corporate policy or according to the 
terms of their contracts. 

ARTICLE XI 

GENERAL PROVISIONS 

Section I. Voting Interests. Subject to the limitations of Article VI, Section 2 of 
these Bylaws (Reserved Powers of the Corporate Member), the Corporation may vote any and all 
shares or other voting securities held by it in any other corporation or other entity and may 
exercise any and all membership rights held by it in any other corporation. Such action shall be 
undertaken or evidenced on behalf of this Corporation by such officer, agent or proxy as the 
Board of Directors may appoint or, in the absence of any such appointment, by the Chairperson 
of the Board or by an officer who is also a Director and, in such case, such person may likewise 
appoint a proxy to vote such securities. 

Section 2. Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 3. Execution of Contracts. Except as otherwise provided in these Bylaws, 
and subject to the System Authority Matrix, the Board of Directors may authorize any officer or 
officers, agent or agents to enter into any contract or execute any instrument in the name of and 
on behalf of this Corporation and such authority may be general or confined to specific instances. 
Unless so authorized by the Board of Directors, no officer, agent or employee shall have any 
power or authority to bind this Corporation by any contract or engagement or to pledge its credit 
or to render it liable for any purpose or in any amount. 

Section 4. Inspection of Coroorate Records. The accounting books and records of 
this Corporation, the minutes of proceedings of this Corporation's Board of Directors and 
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as 
member of this Corporation shall be open to inspecti011 upon the written request by the Corporate 
Member or any Director at any reasonable time and for any purpose reasonably related to the 
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interests of the Corporate Member, or the Director, as applicable. Such inspection may be made 
in person or by an agent or attorney. 

Section 5. Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation and to the Corporate Member, no later than one hundred 
twenty (120) days after the close of this Corporation's fiscal or calendar year. Such annual report 
shall be prepared in conformity with requirements of the California Nonprofit Corporation Law. 

Section 6. Fiscal Year. The fiscal year of this Corporation shall begin on the first day 
of July each year and end on June 30th of the following year. 

Section 7. Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and 
recommend revisions to the Corporate Member as necessary to assure their compliance with all 
relevant requirements for licensure and accreditation of the health care facilities of the 
Corporation by state agencies and The Joint Commission, respectively. 

Section 8. Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement, such audited financial statement shall be made available 
for inspection by the California Attorney General and by all members of the public no later than 
nine months after the close of the relevant fiscal year in the same manner as the Corporation's 
Internal Revenue Service Form 990. Each annual financial statement shall be made available to 
the public for three years. 

Section 9. Executive Compensation Review and Approval. The Board, or any 
authorized Committee of the Board, shall review and approve the compensation, including 
benefits, of the President and CEO and the CFO to ensure that each such officer's compensation 
is just and reasonable. Such review and approval shall occur when the officer is initially hired, 
whenever the officer's term of employment is renewed or extended, and when the officer's 
compensation is modified, unless such modification applies to substantially all employees. 

ARTICLE XII 

INDEMNIFICATION AND INSURANCE 

Section 1. Indemnification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability 
and hold harmless any person who was or is a pruty to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or other agent of this Corporation when serving in an official 
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a 
member, director, officer, employee or other agent of another corporation, domestic or foreign, 
nonprofit or for-profit, prutnership, joint venture, trust or other enterprise. The foregoing rights 
of indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of 
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the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent 
such action, suit or proceeding survives the death of such person. 

Section 2. Payment of Expenses. This Corporation may pay expenses, including 
attorney's fees, incutTed in defending any action, suit or proceeding referred to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 3. Insurance. This Corporation may purchase and maintain insurance on 
behalf of any person who is or was a Director, officer, employee or other agent of this 
Corporation when serving in an official capacity on behalf of this Corporation, or is or was 
serving at the request of this Corporation as a member, director, officer, employee or other agent 
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, 
trust or other enterprise, against any claim or liability asserted against such person and incurred 
in any such capacity, or arising· out of such person's status as such, whether or not this 
Corporation would be required or would have the power to indemnify such person against such 
liability under this A1iicle or otherwise. 

ARTICLE XIII 

MAINTAINING A UNIFIED HEALTH SYSTEM 

Section I. Generally. In order to ensure the relationships between organizations in 
the Health System that are necessary to maintain a unified system, this Corporation. in 
accordance with policies established by the Corporate Member, shall require that the governing 
document or documents of any entity of which this Corporation is the sole member or controlling 
organization contain the following: 

(a) Provisions that reserve to this Corporation the powers over such entity as 
may be required by applicable Health System policies; 

(b) Provisions that reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

(c) Provisions that require such entity to require that the governing document 
or documents of organizations it controls contain a provision that reserves to this Corporation, to 
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set 
forth in these Bylaws, the governing document or documents of such entity or applicable Health 
System policies. The tenn "governing document or documents" is used in this Article as a 
generic term to describe the organizational documents by which an entity is legally fom1ed in a 
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing 
resolutions, articles of partnership, joint venture agreements, operating agreements and any other 
document that creates or governs the organization or entity. 

Section 2. Exercise of Reserved Powers. All action by this Corporation as the sole 
member or controlling person of an Affiliate shall be taken by this Corporation's Board of 
Directors. 
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ARTICLE XIV 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 

ARTICLE XV 

AMENDMENTS 

These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affirmative vote of the Corporate Member. 
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EXHIBIT4 




Draft 

FORM OF AMENDED AND RESTATED ARTICLES FOR DIRECT SUBSIDIARY 
HOSPITALS OF VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


[NAME] 


The undersigned certify that: 

1. 1. They are the President/CEO and the Secretary, respectively, of [NAME], a 
California nonprofit religious corporation (the "Corporation") 

2. The Articles oflncorporation of this Corporation shall be amended and restated to 
read in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles of Incorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: ---------' 2015 

President/CEO 

Secretary 
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Exhibit A 


AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


ARTICLE I 


The name of this Corporation is "[NAME]'" 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not organized for 
the private gain of any person. It is organized under the Nonprofit Public Benefit Corporation 
Law of the State of California for public and charitable purposes. In furtherance of the foregoing, 
this Corporation may do all of the following: (]) establish, acquire, develop, operate, lease, 
manage, and maintain acute care hospitals and appurtenant facilities; (2) promote and carry on 
scientific research related to the delivery of health care services; (3) establish, manage, and 
maintain various types of health plans, utilizing health delivery systems designed and 
coordinated to maximize benefits to the communities served; (4) participate in any activity 
designed and carried on to promote the general health of the community; and (5) make 
donations, transfer assets, and provide other forms of aid and assistance to, for the benefit of. or 
in connection with Verity Health System of California, Inc., a California nonprofit public benefit 
corporation ("Verity") or any of its affiliates. Notwithstanding the foregoing specific statement 
of purposes. the Corporation shall have and may exercise all of the power ofa California 
nonprofit public benefit corporation, but only in frntherance of the above purposes. 

B. In addition to the foregoing purposes, this Corporation is organized and operated 
primarily for charitable, scientific and educational purposes within the meaning of§ 50 I ( c )(3) of 
the Internal Revenue Code of 1986, as amended ( or the corresponding provision of any future 
United States Internal Revenue Law) (the "IRC"), and for scientific and charitable and 
educational purposes within the meaning of§ 214(a)(l 5) of the California Revenue and Taxation 
Code (or the corresponding section of any future California revenue and tax law) (the ··R&TC"). 
In furtherance of these purposes, this Corporation may: 

(1) Support and foster the corporate purposes of Verity. and aid. assist 
and confer benefits upon Verity and its affiliates. 

(2) Cooperate with health care institutions and membership institutions 
of Verity in their respective efforts to promote quality service at reasonable rates. 

(3) Promote cooperation and the exchange of knowledge and 
experience within the health system established and operated by Verity. 
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(4) Engage in any la\l\ful activities within the purposes and powers for 
which a corporation may be organized under the California Nonprofit Public 
Benefit Corporation Law and as may be necessary or expedient for the 
administration of the affairs and attaimnent of the purposes of this Corporation. 

(5) Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 501 ( c )(3) of the IRC and within the meaning of 
§ 214(a)(6) of the R&TC, in the course ofwhich operation: 

(a) 	 No part of the net earnings of this Corporation shall inure to 
the benefit of, or. be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ SOJ(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170( c )(2) of the IRC, or ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The name and address in the State of California of this Corporation's agent for 
service of process is: 
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ARTICLE IV 

The street and mailing address of this Corporation is [ADDRESS]. 

ARTICLE V 

This Corporation shall have one member (the "Corporate Member"). The 
Corporate Member shall be Verity. 

ARTICLE VI 

The property and assets of this Corporation are irrevocably dedicated to 
charitable, educational and scientific purposes meeting the requirements of§ 214 of the R&TC. 
Upon the winding up and dissolution of this Corporation, its assets remaining, after payment or 
adequate provision for payment of all debts and obligations of this Corporation, shall be 
distributed in accordance with a plan of liquidation approved by the Board of Directors to: (a) the 
Corporate Member, if it is organized and operated exclusively for public and charitable purposes 
and has established its tax exempt status tmder Section 50 l ( c J{3) of the Internal Revenue Code of 
1986, as amended, or if for any reason it is unable to take such assets for such puqiose: (b) such 
organization or organizations detern1ined by the Board of Directors and organized and operated 
exclusively for charitable, educational or scientific purposes as shall at the time qualify as an 
exempt organization or organizations under§ 501(c)(3) of the lRC and under§ 214 of the 
R&TC. No assets shall be distributed to any organization if any part of the net earnings of such 
organization inures to the benefit of any private person or individual, or if a substantial part of the 
activities of such organization is the carrying on of propaganda or otherwise attempting to 
influence legislation, or if the organization participates in, or intervenes in (including the 
publishing or distribution of statements) any political campaign on behalf of any candidate for 
public office, or if the organization carries on any other activities not permitted to be carried on 
(i) by a corporation exempt from federal income tax under§ 501 (c)(3) of the !RC and meeting 
the requirements of§ 214 of the R&TC or (ii) by a corporation, contributions to which are 
deductible under§ 170(c){2) of the !RC. 

ARTICLE VII 

These Articles shall be amended only upon approval by this Corporation's Board 
of Directors and the Coi-porate Member. 
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EXHIBIT 5 




II Dauu-Jners of Charilvt, ., 

:: :: J-l calth System 

It 
DCHS POLICIES AND PROCEDURES 


SECTION 04: CORPORATE RESPONSIBILITY 


POLICY/PROCEDURE#: 04.01.01 

TITLE: CONFLICT OF INTERESTS DISCLOSURES BY THE 
BOARD OF DIRECTORS AND BOARD 
COMMITTEES 

BOARD APPROVAL DATE: May 23, 2008 

EFFECTIVE DATE: May 23, 2008 

REVISION DATE: December 2, 2011 

.~~ 
Robert Issai, President /CEO 

Reference to Policy/Procedure#: 04.01.02 	 Conflict oflnterests Disclosures by Covered 
Associates, Physician Leaders, and Other 
Designated Persons 

Purpose 

The purpose of this policy is to protect the Corporation's interests when it is contemplating 
entering into a transaction or arrangement that may also benefit a Director and/or family member 
personally. 

This policy applies to Board members, Board officers, and members of Board committees, herein 
referred to as "Directors". A related policy (Policy/Procedure 04.01.02 "Conflict oflnterests 
Disclosures by Covered Associates, Physician Leaders, and Other Designated Persons") applies 
to associates (including employed officers and other members of senior management) and 
physician leaders. A conflict of interests exists when a Director has a personal financial interest 
that may influence the decisions that the Director makes on behalf of the Corporation. 

This policy provides a systematic and ongoing method of assisting Directors in disclosing and 
addressing potential and actual conflicts of interests. 
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Principles 

Directors must exercise their fiduciary duties in a manner consistent with the mission and values 
of Daughters of Charity Health System (DCHS). Directors must exercise the utmost good faith 
and fair dealing in all transactions touching their duties to the Corporation, scrupulously avoiding 
conflicts of interests, whether potential, actua1 or perceived, to ensure that the Corporation and 
its Board of Directors conduct activities in a fair and unbiased manner. 

Definitions 

For the purpose of this Policy/Procedure, the following definitions apply: 

I. 	 Corporation: DCHS and its affiliates including, but not limited to, O'Connor Hospital, Saint 
Louise Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, St. 
Vincent Dialysis Center, Seton Medical Center, Seton Coastside, Caritas Business Services, 
O'Connor Hospital Foundation, Saint Louise Regional Hospital Foundation, Seton Health 
Services Foundation, St. Francis Medical Center of Lynwood Foundation, St. Vincent 
Foundation, and the DCHS Medical Foundation. 

2. 	 Family: Anyone related to the Director thrnllgg bj_ood, marriage, adoption, domestic 
partnership, or anyone living in the Director's:hoi.rsehold. 

3. 	 Favors: Something offered without requesting the monetary value in return, such as 
discounts, meals, entertainment, tuition, seminars, and conferences. 

4. 	 Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• 	 Ownership or investment interest in; or 

• 	 Compensation arrangement with; or 

• 	 Other economic interest in any of the following: 

i. 	 The Corporation; or 
ii. 	 Any entity or individual with which the Corporation has a transaction or 

arrangement; or 
iii. Any entity or individual with which the Corporation is negotiating a transaction or 

arrangement; or 
iv. Any entity or individual that competes with the Corporation. 

"Compensation" includes direct and/or indirect remuneration, as well as gifts or Favors 
in excess of $300 in any calendar year. 

"Ownership or investment" excludes interests of less than 1% in entities whose securities 
are publicly listed and have $75 million or more of stockholders equity. 
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5. 	 Potential Conflict oflnterests: A Financial Interest is not necessarily a conflict of interests. 
Directors have a duty to disclose all Financial Interests for purposes of evaluation. The 
Board or Board committee, as applicable, shall decide whether a conflict of interests exists. 

Procedures 

1. 	 Duty to Disclose 

Directors have an ongoing duty to disclose Financial Interests, when such Financial Interests 
may be potential or actual conflicts of interests. Directors have a duty to disclose Financial 
Interests relating to specific corporate transactions, annually, and otherwise during the year, in 
accordance with the procedures below. 

2. 	 Disclosures Related to Specific Corporate Transactions 

When a potential conflict of interests arises or any situation arises in which a Director may be in 
doubt, the Director must disclose the material facts to the other Board members or Board 
committee. Disclosure of the Financial Interest shall be made prior to the Board or committee 
voting on such transaction or arrangement. Such disclosure may be made in person or in writing, 
as the Chair of the Board or committee may direct. 

After disclosure of the Financial Interest and all material facts, the Director may be asked to 
clarify or provide additional information relevant to the Financial Interest. After all needed · 
information is obtained by the Board or committee, the Director shall not be present during 
evaluation of the disclosure. The remaining Board or committee members shall decide if a 
conflict of interests exists. 

If a determination is made that a conflict of interests does indeed exist, action may be taken as 
listed below. 

A. 	 The Chair of the Board or committee may, if appropriate, appoint a disinterested Director 
or committee to consider alternatives to the proposed transaction or arrangement. 

B. 	 After exercising due diligence, the disinterested members of the Board or committee shall 
determine whether the Corporation can obtain a more advantageous transaction or 
arrangement with reasonable efforts from a person or entity that would not give rise to a 
conflict of interests. 

C. 	 If a more advantageous transaction or arrangement is not reasonably attainable under 
circumstances that would not give rise to a conflict of interests, the Board or committee 
shall determine by a majority vote of the disinterested Directors or committee members 
whether the transaction or arrangement is fair and reasonable to the Corporation and shall 
make its decision as to whether to enter into the transaction or arrangement in conformity 
with such determination. 
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D. 	 The Director shall not be present when the transaction is voted on and only disinterested 
Directors or committee members may vote to approve the transaction. 

E. 	 At their discretion, disinterested Board or committee members may require the Director 
to leave the room while the proposed transaction is discussed. The disinterested members 
shall balance the need for independence of the determination with the need to have the 
Director on hand to answer questions or provide additional information to assist the · 
Board or committee. 

F. 	 To the extent permitted by applicable state law and the Corporation's governing 
documents, Directors may be counted in determining the presence of a quorum of a 
meeting where a potential conflict of interests has been disclosed. 

G. 	 Prior to corporate approval of a-contract or transaction in.which a Financial Interest of a 
Director has been identified, counsel shall be consulted to determine whether any 
additional.steps :before such approval are required :under California .or federal faw, 
including the California Nonprofit Corporation Law andthe Internal Revenue Code and 
accompanying.regulations. 

3. 	 Annual and Ongoing Disclosure Requirements for Directors 

A. 	 Annual Disclosure Statement:. The President and ChiefExecutive Officer of the 
Corporation or designee shall annually send•the Conflict ofinterests'Disclosure 
Statementto all Directors, immediately following the annual meeting .of;the.Board of 
Directors. Not later than January 31 of each year, each Director'shall complete and sign a 
Conflict of Interests Disclosure Statement in the Exhibit to this policy. 

B. 	 Ongoing Requirements for Disclosures by Directors: If.any .Financial Interest of a 
Director changes which gives rise to a potential or actual conflict of interests while the 
Director is serving, the Director shall promptly provide an updated Conflict of Interests 
Disclosure Statement to the Chair of the Board. 

C. 	 Directors shall submit completed Conflict oflnterests Disclosure Statements to the Chair 
ofthe Board. Conflictoflnterests Disclosure Statements shall be made a matter of 
record. 

D. 	 The information of each Conflict of Interests Statement can be compiled into a summary 
report for review by the Chair of the Board at their request. 

E. 	 The Chair of the Board will address any conflict of interests issues. 

F. 	 The Chair of the Board will report all Director conflict of interests findings (if any) and 
resolutions to the Board of Directors. 

Page4 



4. 	 Documentation of Disclosures 

A. 	 The minutes of the Board and all Board committees will contain the following: 

1. 	 The name of each Director who disclosed or otherwise was found to have a Financial 
Interest that was an actual or potential conflict of interests, a general statement as to 
the nature of the interest, the evaluation, and the Board's or committee's determination 
as to whether a conflict of interests in fact existed. 

ii. 	 The names of the persons who were present for discussions and votes relating to the 
transaction, a summary of the discussion that identifies whether any alternatives to 
the proposed transaction were considered, and a record of any votes taken in 
connection therewith. 

B. 	 The President/CEO or designee shall maintain for 10 years a confidential record of the 
disclosure, evaluation of the facts, conclusion, and (if any) action taken to address the 
conflict. 

5. 	 Violations of this Policy 

A. 	If the Board or committee has reasonable cause to believe that a Director has failed to 
disclose an actual or potential conflict°of interests, it shall inform the Director of the basis 
for such belief and afford the Director an opportunity to explain the alleged failure to 
disclose. 

B. 	 After hearing the response of the Director and making such further investigation, as may 
be warranted, if the Board or committee determines that the Director has failed to 
disclose an actual or potential conflict of interests, it will take such action as it considers 
appropriate, whtch may include disciplinary and corrective action. 

6. 	 Members Precluded from Voting on Matters relating to Compensation 

A. 	Voting Member of Board: A voting member of the Board of Directors who receives 
compensation, directly or indirectly, from the Corporation for services is precluded from 
voting on matters pertaining to that member's compensation. 

B. 	 Physician Member ofBoard: A physician who is a voting member of the Board of 
Directors and receives compensation, directly or indirectly, from the Corporation is 
precluded from discussing and voting on matters pertaining to the member's or another 
physician's compensation. No physician or physician Director, either individually or 
collectively, is prohibited from providing infonnation to the Board of Directors regarding 
physician compensation. 

C. 	 Voting Member of Committee: A voting member of any committee whose jurisdiction 
includes compensation matters and who receives compensation, directly or indirectly, 
from the Corporation for services is precluded from voting on matters pertaining to that 
member's compensation. 
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D. 	 Physician Participation on Committee: Physicians who receive compensation, directly or 
indirectly, from the Corporation, whether as employees or independent contractors, are 
precluded from membership on any committee whose jurisdiction includes compensation 
matters. No physician, either individually or collectively, is prohibited from providing 
information to any committee regarding physician compensation. 

7. Confidentiality Agreement 

Each Director shall sign a Confidentiality Agreement in order to protect the 
confidentiality of Board deliberations. A Confidentiality Agreement is included in the 
Conflict of futerests Disclosure Statement. 

Implementation and Review of this Policy 

This policy is to be implemented by: 
LHM Board of Directors Chair 

This policy is to be reviewed annually for compliance and relevance by: 
DCHS Corporate Respons.ibility Officer 

Exhibit - Conflict of Interests Disclosure Statement 
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· Exhibit to Policv/Procedure 04.01.01 

CONFLICT OF INTERESTS DISCLOSURE STATEMENT 

AND CONFIDENTIALITY AGREEMENT 


Board of Directors and Board Committee Members 


Title ( check one): Director [ ] Committee Member [ ] 


Filing Period (check one): Initial [ Annual [ J Specific Event [ ] 


Date Received by Filing Officer: --------------------- 

Please answer the following questions: 

DEFINITIONS. Capitalized terms us·ed herein shalJ have the meanings set forth in the Conflict of 
Interests Policy 04.01.01. Refer to the "Definitions" section of the policy. 

DISCLOSURE OF FINANCIAL INTEREST. Please fill out a new Disclosure Statement each 
time you become aware of a Financial Interest. 

!. Do you or your Family members have, directly or indirectly, a current or potential ownership 
or investment interest in any of the following: 

a. 	 TheCorporation? Yes[ J No[ J 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ ) 

c. 	 Any entity or individual with which the ·Corporation is negotiating a transaction or 
arrangement? Yes [ ] No [ ) 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ .l No [ ) 


("Corporation" includes DCHS and its affiliates.) 


("Ownership or investment" excludes interests of less than 1 % in entities whose securities are . 

publicly listed and have $75 million or more of stockholders equity.) 


("Investment" interest includes outstanding bonds and debts.) 
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For each answer "yes" above, provide on a separate sheet information regarding all 
such interests (i.e., who holds the financial interest, your relationship to them, name of entity 
or individual with which the financial interest is held, nature of financial interest, dollar 
amount, number of shares, percentage ownership, etc.). 

2. 	 Do you or your Family members have, directly or indirectly, a current or potential 
compensation arrangement with any of the following: 

a. 	 The Corporation? Yes [ No [ 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ J No [ J 

c. 	 Any entity or individual with which the Corporation is negotiating a transaction or 
arrangement? Yes [ .J No [ I 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ J 


("Corporation" includes DCHS and its affiliates.) 

("Compensation" includes direct and indirect remuneration, as well as gifts or Favors in 
excess of $300 in any calendar year.) 

For each answer "yes" above, provide on a separate sheet information regarding all 
such compensation arrangements (i.e., ~ho )las t)le co_mpersation arrangi::ment, your 
relationship to them, name of entity or individual'they have a compensation arrangement with, 
nature of the compensation arrangement, dollar amm.mt, etc.). 

3. 	 OTHER DIRECTORSIDPS. List the names of all entities for which you serve as a member 
of the Board ofDirectors and the estimated amount of imnual compensation you receive, if 
any, from such entities for your service as a Director (attach additional sheets if necessary): 

$ _______ 
$ _______ 


$ ------- 
$ _______ 
$ _______ 


4. 	 OTHER POSITIONS. List the names of all entities which transact business with the 
Corporation or compete with the Corporation and with which you serve in any capacity ( other 
than as Director, including directive, managerial or consultative) and the estimated amount of 
annual compensation you receive, if any, from such entities for such service (attach additional 
sheets if necessary): · 

$ _______ 
$ ________ 

$ _______ 
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5. 	 BORROWINGS. Disclose the tenns (i.e., amount, interest rate, security given, and duration) 
of any Joans (of money or other property) where you are the borrower and the lender is a 
patient, individual or entity that transacts business with the Corporation. 

6. 	 GIFTS OR FAVORS. Disclose all cash gifts (regardless of the amount of cash) and any 
non-cash gifts or Favors which you or members ofyour Family have received from 
individuals or entities which transact business or seek to transact business with the 
Corporation. 

7. OTHER. I hereby disclose the following circumstances which may involve a possible 
conflict of interests: 

8. 	 CONFIDENTIALITY AGREEMENT. I recognize that Board and committee meetings of 
the Corporation are conducted in strictest confidence and matters are discussed that are 
sensitive in nature and, therefore, confidential and proprietary. Accordingly, I agree in 
connection with any and all participation at meetings of the Board of Directors or committees 
of the Board to maintain all information, whether or not specifically identified as confidential 
and proprietary, in strictest confidence, absent specific authorization to release or disclose 
information to third parties by the Board ofDirectors or its President. By signature below, J 
also certify that neither I (nor any member ofmy Family) have disclosed or used information 
relating to the Corporation for the personal profit or advantage of myself or any member of 
my Family. 
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9. AFF1RMATION. 

• 	 I hereby acknowledge receiving a copy of the Conflict ofinterests policy 04.01.01. 

• 	 I have read, understand, and agree to comply with the terms of the policy. 

• 	 I understand that the Corporation is a charitable organization and that, in order to maintain 
its federal tax exemption, it must engage primarily in activities which accomplish one or · 
more of its tax-exempt purposes. 

• 	 I have dis'Closed any and all interests and activities that'l or members of my Family have 
or have taken part in, that when considered in conjunction with my position with or 
relation to the Corporation, might possibly constitute a conflict of interests. 

• 	 I agree to refrain from voting or using my personal influence on any matter that may 
represent a conflict of interests. 

• 	 I agree to refrain from accepting gifts or Favors, gratuities or entertainment intended to 
influence my judgment or actions concerning the business oftlie Corporation. 

• 	 Ifany situation should arise in the future which may involve me in a conflict of interests 
in accordance with the policy, I will promptly provide. a new Disclosure Statement to the 
Chair of the Board. 

SIGN AND DATE: 

Copy to: President/CEO 

Page 4 

http:04.01.01


EXHIBIT6 




Drafi 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


DAUGHTERS OF CHARITY HEALTH SYSTEM 


111e undersigned certify that: 

I. They are the President/CEO and the Secretary, respectively, of Daughters of 
Charity Health System, a California nonprofit religious corporation (the "Corporation"). 

2. The Articles ofincorporation of this Corporation are amended and restated to read 
in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: _________,2015 

President/CEO 

Secretary . 
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Exhibit A 

AMENDED AND RESTATED 

ARTICLES OF INCORPORATION 

ARTICLE I 

The name of this Corporatioi1 is "Verity Health System of California. Inc.'" 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not 
organized for the private gain of any person. It is organized under the Nonprofit Public Benefit 
Corporation Law of the State of California for public and charitable purposes. More specifically. 
the Corporation is organized and operated exclusively for the support and benefit of, to perform 
the functions of. or to can-y out the purposes of the following organizations: O'Connor Hospital. 
Saint Louise Regional Hospital, St. Vincent Medical Center, St. Francis Medical Center, Seton 
Medical Center, Verity Medical Foundation, Verity Business Services, and St. Vincent Dialysis 
Center. In fmiherance of the foregoing, this Corporation may do all of the following: (I) 
establish, acquire, develop, operate, lease, manage, and maintain acute care hospitals, physician 
practices, medical foundations and appurtenant facilities and related enterprises ( collectively 
referred to as the "Verity Health System"); (2) promote and caiTy on scientific research related to 
delivery of health care services; (3) establish, manage, and maintain various types of health care 
enterprises, utilizing health delivery systems designed and coordinated to maximize benefits to 
the communities served; (4) participate in any activity designed and carried on to promote the 
general health of the conmmnity served by Verity Health System or any of this Corporation· s 
affiliates; and (5) make donations, transfer assets and provide other forms of aid and assistance 
to, for the benefit of, or in connection with each organization that is controlled, directly or 
indirectly, by this Corporation or by another organization controlled by this Corporation ( each, 
an "Affiliate"). Notwithstanding the foregoing specific statement of purposes. the Corporation 
shall have and may exercise all of the power of a California nonprofit public benefit corporation, 
but only in fmiherance of the above purposes. 

B. In addition to the foregoing purposes this Corporation is organized and 
operated primarily for charitable, scientific and educational purposes within the meaning of 
§501 (c )(3) of the Internal Revenue Code of 1986, as amended ( or the corresponding provision of 
any future United States Internal Revenue Law) (the "!RC"). and within the meaning of§ 
2 l 4(a)( 6) of the California Revenue and Taxation Code ( or the corresponding section of any 
future California revenue and tax law) (the "R&TC") and, in fu1therance of these purposes, this 
Corporation may: 

(I) Promote, support and engage in any and all educational, charitable 
and scientific programs which are now, or may hereafter be, 
established by any of the Affiliates. 

(2) Support and foster the corporate purposes of, and aid, assist and 
confer benefits upon the Affiliates. 
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(3) 	 Cooperate with the Affiliates in their respective efforts to promote 
quality service at reasonable rates. 

(4) 	 Promote cooperation and the exchange of knowledge and 
experience within the Verity Health System. 

(5) 	 Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California 
Nonprofit Public Benefit Corporation Law and as may be necessary 
or expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. 

(6) 	 Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 50J(c)(3) of the IRC and within 
the meaning of§ 214(a)(6) of the R&TC, in the course of which 
operation: 

(a) 	 No pa1i of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not cairy on any other activities not. 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 50J(a) of the IRC, or by a 
coqioration, contributions to which are deductible under § 
J 70(c)(2) of the IRC, or (ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The nai11e and address in the State of California of this Corporation's agent for 
service of process is: 

[TBD] 
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ARTICLE IV 

The street and mailing address of this Corporation is 26000 Altamont Road, Los 
Altos, California 94022-4317. 

ARTICLE V 

This Corporation shall have no members. 

ARTICLE VI 

The property of this Corporation is irrevocably dedicated to charitable, 
educational, and scientific purposes meeting the requirements of§ 214 of the R&TC and in 
A1iicle !LB hereof Upon the winding up and dissolution of this Corporation, its assets 
remaining, after payment or adequate provision for payment of all debts and obligations of this 
Corporation, shall be distributed in accordance with a plan of liquidation approved by the Board 
of Directors to such organization or organizations determined by the Board of Directors and 
organized and operated exclusively for charitable, educational or scientific purposes as shall at 
the time qualify as an exempt organization or organizations under§ 501(c)(3) of the !RC and 
under § 214 of the R&TC. No assets shall be distributed to any organization if any part of the 
net earnings of such organization inures to the benefit of any private person or individual. or if a 
substantial part of the activities of such organization is the carrying on of propaganda or 
otherwise attempting to influence legislation, or if the organization participates in. or intervenes 
in (including the publishing or distribution of statements) any political campaign on behalf of 
any candidate for public office, or if the organization carries on any other activities not 
permitted to be carried on (i) by a corporation exempt from federal income tax under§ 501 (c)(3) 
of the !RC and meeting the requirements of§ 214 of the R&TC or (ii) by a corporation, 
contributions to which are deductible under § 170(c )(2) of the !RC. 

ARTICLE VII 

These Articles shall be amended only upon approval by this Corporation's Board 
of Directors. 
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AMENDED AND RESTATED 


BYLAWS OF 


VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles of Incorporation. 

ARTICLE II 


DEFINITIONS 


Section 2.1 Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of the entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 
full effect to the intent of Article XI of these Bylaws. 

A. Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by this Corporation or by another organization 
controlled by this Corporation. As used in this definition, "control" shall mean (a) the 
status of sole corporate member of an organization; or (b) the authority to appoint, elect 
or approve at least a majority of the governing body of an. organization. 

B. Effective Date. The "Effective Date" shall mean the date of adoption of 
these Bylaws. 

C. Healtl1 System. "Health System" shall mean, collectively, this 
Corporation and its Affiliates. 

D. Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

E. System Authority Matrix. "System Authority Matrix" shall mean the 
document as in effect from time to time which sets forth the respective responsibilities 
and authorities for Health System operations and decision making. 

F. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 



ARTICLE III 


PURPOSES 


Section 3.1 Purposes. The purposes of this Corporation are set out in its A1ticles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 4.1 Offices. The principal office for the transaction of the business of this 
Corporation shall be in the County of Santa Clara, State of California. This Corporation may 
also have an office or offices within or without the State of California, as the Board of Directors 
may from time to time establish. 

Section 4.2 Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

BOARD OF DIRECTORS 

Section 5.1 Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the System Authority Matrix, and the laws of the State of 
California, the activities and affairs of this Corporation shall be managed and conducted and all 
corporate powers shall be exercised by or under the direction of this Corporation's Board of 
Directors. To facilitate the management and conduct of this Corporation's activities and affairs, 
the Board of Directors shall establish corporate policies for, and formulate the basic rules and 
regulations governing the operation and management of, this Corporation. The Board of 
Directors may delegate the management and conduct of this Corporation's activities and affairs 
to any person or persons, management company, or committee however composed, provided that 
no delegation of authority by the Board of Directors to the President and Chief Executive Officer 
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from 
exercising the authority required to meet its governance responsibility for the management and 
conduct of this Corporation's activities and affairs; and provided further that any delegation of 
powers of the Board may be made only to a committee of the Board consisting only of directors 
and shall be subject to the further limitations on Board committees set forth in Section 8.1 of 
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 5.2 Specific Authority of the Board of Directors. Without limiting the 
generality of the foregoing, the Board of Directors has the power and authority to take or 
approve the following actions, subject to the System Authority Matrix: 

A. Approve or change the mission, role and/or purpose of this Corporation; 
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B. Amend, restate, or repeal the Bylaws and Articles oflncorporation of this 
Corporation; 

C. Approve the merger, consolidation, reorganization, or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

D. Elect and remove the Directors of this Corporation; 

E. Approve any amendment of the approval rights of the Corporation set 
forth in the System Authority Matrix; 

F. Establish the overall debt limit governing the incurrence of debt and 
guaranties by this Corporation and its Affiliates and approve the incurrence of debt and 
guaranties of this Corporation or any of its Affiliates other than in accordance with such 
policies as in effect from time to time; 

G. Approve the capital and operating budgets of this Corporation; 

H. Establish the criteria for and approve the financial and strategic plans of 
the Corporation; · 

I. Approve the sale, transfer, substantial change in use of the assets of the 
Corporation to the extent required by the System Authority Matrix; and 

J. Approve the formation by this Corporation of any new corporation or 
other legal entity, or its participation (excluding investment in publicly-traded securities) 
in any corporation or other entity as a shareholder, member, partner or joint venturer. 

K. Approve the selection of the external audit firm for the Corporation and its 
Affiliates; and 

L. Establish and appoint, and prescribe the duties and authorities of the audit, 
finance, and any other conunittee for the Health System that would substitute or 
supersede such committees of the governing bodies of the Affiliates to the extent allowed 
by applicable law. 

Section 5.3 Specific Authority of the Corporation as Sole Corporate Member of 
Affiliates. The Board of Directors has the power and authority, in the name and on behalf of this 
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the 
System Authority Matrix: · 

A. Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct 
Affiliate of this Corporation; · 

B. Appoint and remove the chief executive officer and chairperson of the 
board of each of the Affiliates; 
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C. Approve the incurrence of debt and guaranties of any of its Affiliates other 
than in accordance with such policies as in effect from time to time; 

D. Approve the sale, transfer, substantial change in use of the assets of any 
Affiliate to the extent required by the System Authority Matrix; 

E. Approve any other action of this Corporation or any Affiliate controlled 
by this Corporation that has been established by resolution of the Board of Directors as 
requiring its approval, including but not limited to any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to 
which this Corporation or any Affiliate controlled by this Corporation is a party. 

Section 5.4 Board of Directors on the Effective Date. The Board of Directors on the 
Effective Date shall be those persons elected or appointed as specified in Section 2.l(a) of the 
.System Restructuring and Support Agreement by and among Daughters of Charity Ministry 
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital 
Management, LLC ("BMCM") dated July 17, 2015. 

Section 5.5 Number and Qualification. 

A. Generally. The Board of Directors shall consist of no less than five (5) 
members, as follows: 

(I) BMCM shall have -the right to appoint not more than twenty 
percent (20%) of the number of Directors constituting the Board of Directors at 
any time ( each a "BM Director Appointee") during the period of time that its 
affiliate, Integrity Healthcare, LLC (the "Manager"), is providing management 
services to the Corporation pursuant to a management services agreement; and 

(2) the remainder shall be persons nominated by the Nominating 
Committee as provided in Section 5.4 of these Bylaws and elected by the Board 
of Directors (the "At-Large Directors"). 

B. Qualifications. 

(I) At-Large Directors recommended by the Nominating Committee 
shall be selected in a manner that meets any applicable requirements for the 
Corporation to maintain its tax-exempt status. Collectively, the At-Large 
Directors shall have the experience and expertise appropriate to fulfillment of 
their fiduciary duties as independent directors of a California nonprofit public 
benefit corporation. In the ordinary course, this means they will have experience 
in complex business operations and have had involvement in non-profit tax
exempt organizations. They will have exercised judgment in challenging business 
settings, and will have experience in working with teams in reaching goals. The 
At-Large Directors shall have demonstrated a willingness to commit support for 
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the mission of the Corporation and training and experience in matters relevant to 
service as a member of the Board of Directors through: 

(I) participation in community affairs or in the work of other 
charitable organizations; 

(2) ability and willingness to contribute to the achievement of 
the purposes of the Corporation; 

(3) awareness of the objectives of the Corporation as they 
relate to the health needs of the Corporation's service area; and 

(4) such other.criteria as may be recommended to the 
Nominating Committee by the Board of Directors. 

(2) BM Director Appointees and At-Large Directors shall not, either 
directly or indirectly, personally or through a family member, have any financial 
relationship with BMCM, or its owned or managed affiliates, and may not serve 
as an officer, director, contractor or employee ofBMCM, any managed fund, or 
entity in which BMCM has an equity stake or option to purchase, except for 
public companies wherein BMCM has an interest of less than I 0%. 

C. Restriction on Interested Directors. Not more than forty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested 
persons. An interested person is (i) any person currently being compensated by this 
Corporation for services rendered to it within the previous twelve (12) months, whether 
as a full-time or part-time employee, independent contractor or otherwise, but excluding 
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, 
mother-in-law or father-in-law of any such person. However, any violation of the 
provisions of this Section shall not affect the validity or enforceability of any transaction 
entered into by this Corporation. 

Section 5.6 Nomination and Election of At-Large Directors. Candidates for At-Large 
Directors may be recommended by any member of the Board of Directors to the Nominating 
Committee, constituted in accordance with Section 8.7 of these Bylaws. Except as otherwise 
provided in this Section 5 .6, and acting by the unanimous consent or vote of all of its members, 
the Nominating Committee shall nominate At-Large Director candidates to the Board of 
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual 
meeting or at any other time designated by the Board of Directors. Notwithstanding the 
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating 
Committee does not vote unanimously for one of two initially considered candidates, tl1en the 
affirmative vote needed to formally nominate a candidate to the Board of Directors may be by 
simple majority of the members of the Nominating Committee. The Nominating Committee 
shall notify the Board of Directors in writing of nominees at least ten ( I 0) business days in 
advance of any regular or special meeting of the Board of Directors at which Directors are to be 
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elected. At the next regular or special meeting of the Board of Directors, the Board of Directors 
shall either elect or reject as an At-Large Director any nominees provided by the Nominating 
Committee. If any Director positions remain unfilled, the nomination procedure shall be 
repeated and new names nominated in accordance with the procedures set forth in this Section, 
until all Director positions are filled. 

Section5.7 Term. Each appointed Director shall hold office for a term of one (1) year 
or such other period as the Board of Directors may set and until his or her successor is elected or 
appointed and qualified. Appointed Directors may be reappointed in accordance -with Section 
5 .5(A) of these Bylaws. 

Section 5.8 Removal and Filling of Vacancies. Any or all Directors may be removed 
from office, with or without cause, by the Board of Directors, except that the removal of a BM 
Director Appointee also requires the agreement of BMCM. The Board of Directors may declare 
vacant the office of a Director who has been removed; who has been declared of unsound mind 
by a final order of court or convicted of a felony, or who has been found, by a final order or 
judgment of any court, to be in breach of any duty owed to the Corporation under California law. 
In the event a Director shall be so removed or his or her office is declared vacant, a new Director 
to fill the unexpired term or terms of the Director. who was removed or whose office was 
declared vacant may be appointed by the Board of Directors from nominees selected by the 
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be 
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At 
all times the Board of Directors shall have not more than twenty percent (20%) of its members 
appointed by BMCM. 

Section 5.9 Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, or the Secretary or to the 
Board of Directors of the Corporation at its principal office; provided that, except upon notice by 
the Attorney General, no Director may resign if the Corporation would then be left without a 
duly elected Director or Directors in charge of its affairs. Such resignation shall be effective 
upon receipt unless specified to be effective at some other time. 

Section 5.10 Compensation and Expenses. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Board of Directors. Directors may receive compensation from the Corporation for 
services rendered to it, subject to the restriction on interested Directors as set forth in Section 
5.5(C). 

Section 5 .11 Self-Dealing Transactions. This Corporation shall not enter into self
dealing transactions. Except as provided in Section 5.1 l(A), for the purpose of this section, a 
self-dealing transaction means a transaction to which this corporation is a party and in which one 
or more of the members of its Board of Directors or officers has a material financial interest and 
which does not meet the requirements of Sections 5.11 (B) or 5.11 (C). Such a member of the 
Board of Directors is an "interested director" for the purpose of this section. 
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A. Exceptions. The provisions of this section do not apply to any of the 
following: 

(1) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(2) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and 
without unjustified favoritism and (ii) results in a benefit to one or more members 
of the Board of Directors or their families because they are in the class of persons 
intended to be benefited by the public or charitable program. 

(3) A transa9tion, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the 
gross receipts of this corporation for the preceding fiscal year or one hundred 
thousand dollars ($100,000). 

B. Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(1) This Corporation entered into the transaction for its own benefit; 

(2) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(3) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote 
ofa majority of the members of the Board of Directors then in office without 
counting the vote of the interested director or directors, and with knowledge of the 
material facts concerning the transaction and the director's interest in the 
transaction. Interested directors may be counted in determining the presence of a 
quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Paragraph 5.1 l(C)(l), 
action by a committee of the Board of Directors shall not satisfy this paragraph; 
and 

(4) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation 
under the circumstances that this corporation could not have obtained a more 
advantageous arrangement with reasonable effort under the circumstances or (ii) 
this corporation in fact could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances. 

C. Subsequent Board of Directors Aooroval. This corporation may enter into 
a self-dealing transaction if all of the following facts are established: 
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(I) A committee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in 
Section 5.1 l(B); 

(2) It was not reasonably practicable to obtain approval of the Board of 
Directors prior to entering into the transaction; and 

(3) The Board of Directors, after determining in good faith that the 
conditions ofsubparagraphs (!) and (2) of this Section were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the 
Board of Directors then in office without counting the vote of the interested 
director or directors. Interested directors may be counted in detem1ining the 
presence of a quorum at a meeting of the Board of Directors which authorizes, 
approves or ratifies the contract or transaction. 

ARTICLE VI 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 6.1 Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 6.2 Meetings by Telephone or Electronic Communication. Directors may 
participate in any meeting of the Board of Directors, regular or special, through the use of 
conference telephone, electronic video screen communication, or electronic transmission by and 
to the Corporation. Participation in a meeting through conference telephone or electronic video 
screen communication constitutes presence in person at that meeting so long as all members 
participating are able to hear one another. Participation in a meeting through electronic 
transmission other than telephone conference or electronic video transmission constitutes 
presence at that meeting so long as both of the following apply: (A) each member participating in 
the meeting can communicate with all of the other members concmTently; (B) each member is 
provided the means of paiticipating in all matters before the Board of Directors, including, 
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be 
taken by the Corporation. 

Section 6.3 Annual Meetings. The Board of Directors shall hold an annual meeting 
for the purpose of organizing the Board, the election of officers, and the transaction of such other 
business as may come before the meeting. The annual meeting shall be held at such time as the 
Board may fix by resolution from time to time. No notice of the annual meeting of the Board of 
Directors need be given. 

Section 6.4 Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Board may fix by resolution from time to time. No notice of any regular 
meeting of the Board of Directors need be given. 
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Section 6.5 Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation. · 

· Section 6.6 Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication, addressed to him or her at his or her 
address as it is shown on the records of this Corporation. Such notice, if mailed, shall be mailed 
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally, 
telephonically or telegraphically or by e-mail, shall be received at least forty-eight ( 48) hours 
prior to the time of the meeting. 

Section 6.7 Waiver ofNotice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 6.8 Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors' meeting to another time 
and place. The act of a majority of the Directors present at any time at which there is a quorum 
shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 6.9 Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors under any provision oflaw, the Articles oflncorporation or these Bylaws 
inay be taken without a meeting if all of the Directors individually or collectively consent in 
writing to such action. Such written consent or consents shall be filed with the minutes of the 
proceedings of the Board. Such action by written consent shall have the same force and effect as 
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this 
Corporation relating to an action taken by the Board without a meeting shall state that the action 
was taken by written consent of the Board of Directors without a meeting and that the By laws of 
the Corporation authorize its Directors to so act. 

Section 6.10 Prohibition Against Voting by Proxy. Directors may not vote by proxy. 

ARTICLE VII 

CORPORATE OFFICERS 
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Section 7.1 Officers. 

A. The officers of this Corporation shall include a Chief Executive Officer 
and President ("CEO"), Chairperson of the Board, Vice Chairperson of the Board, Chief 
Financial Officer ("CFO"), and a Secretary, all of whom shall be selected in accordance 
with the provisions of this Article VII. Any number of such offices may be held by the 
same person, but neither the Chairperson oftheBoard nor the President/CEO may serve 
concurrently as the Secretary or CFO of this Corporation. 

B. Except as otherwise set forth in these Bylaws, the officers of this 
Corporation shall be chosen annually by the Board of Directors and shall hold office until 
his or her resignation or removal by the Board of Directors or, in the case of the 
President/CEO and Chief Financial Officer, by the Manager ( during any time that the 
Management Agreement is in effect), other disqualification to serve, or until his or her 
successor shall be elected and qualified. Notwithstanding any provision to the contrary in 
these Bylaws, as long as the Management Agreement remains in effect and has not 
terminated or expired, the Manager (as defined in the Management Agreement) will be 
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set 
forth under the terms and conditions of the Management Agreement, and will have the 
right to tenninate or remove the Chief Executive Officer and President and Chief 
Financial Officer, without the approval of the Board of Directors. In the event the 
Manager tenninates the President/CEO or Chief Financial Officer, the Manager shall be 
required to provide a replacement of such officer to be approved by the Board of 
Directors. The Board of Directors shall have the right to require Manager to replace the 
President/CEO if the Board of Directors determines, in its sole judgment, that the 
President/CEO is unacceptable. 

C. The Board of Directors may appoint such other officers from among the 
members of the Board of Directors, such as one or more assistant secretaries or 
treasurers, as the business of this Corporation may require, each of whom shall hold 
office for such period, have such authority and perfom1 such duties as are provided in 
these Bylaws or as the Board of Directors from time to time may authorize. 

Section 7.2 Removal of Officers. Subject to any consultation or approval 
requirements under the System Authority Matrix, any officer may be removed, with or without 
cause, by a majority of Directors then in office, at any regular or special meeting of the Board, 
except that if an employment agreement is in effect for any officer, its terms shall govern the 
removal of the officer. Should a vacancy occur in any office as a result of death, resignation, 
removal, disqualification or any other cause, the Board of Directors may delegate the powers and 
duties of such office, except as otherwise provided in these Bylaws, to any officer or to any 
Director until such time as a successor for such office has been elected or appointed. Any officer 
shall be automatically removed as such an officer upon his or her removal as a Director in 
accordance with the provisions of Section 5.6 of these Bylaws. 

Section 7.3 Chairperson of the Board. The Chairperson of the Board shall be elected 
from among the Directors and shall have the powers and duties usually associated with such 
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office. The Chairperson of the Board shall preside over meetings of the Board of Directors, 
supervise activities of the Board, and serve as an ex-officio voting member of all Board 
committees. 

Section 7.4 Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfonn all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the 
Board. 

Section 7.5 Secretary. The Secretary shall be elected from among the Directors and 
shall keep or cause to be kept at the principal office or at such other place as the Board of 
Directors may determine, a book of minutes of all meetings of the Directors, whether annual, 
regular or special, with the time and place of the meeting, the notice given, the names of those 
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized. 
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors 
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and 
shall have such other powers and perform such other duties as may be prescribed by the Board of 
Directors or these Bylaws. 

Section 7.6 Treasurer. The Treasurer shall be elected from among the Directors and 
shall have the powers and duties usually associated with such office, subject to limitation or 
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept 
and maintained adequate and correct accounts of the properties and business transactions of this 
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses. 
The books of account shall at all times be open to inspection by any Director, or the Corporate 
Member. The Treasurer shall submit or cause to be submitted to the Board of Directors annual 
statements of receipts and expenditures. 

Section 7.7 President and Chief Executive Officer. The President and the Chief 
Executive Officer shall be the chief executive officer of this Corporation, shall serve as a 
member of the Corporation's executive team, and shall be an employee of the Corporation, 
except that during any period that the Management Agreement is in effect he or she shall be an 
employee of the manager thereunder. Subject to the powers of the Manager (during any time 
that the Management Agreement is in effect), the President/CEO shall be appointed by and 
subject to the removal of the Board of Directors. He or she shall report to and be accountable to 
the Manager ( during any time that the Management Agreement is in effect), and report to, be 
accountable to and subject atall times to the ultimate supervision and authority of the 
Corporation's Board of Directors, shall have general supervision, direction and control of the 
business and non-Director officers of this Corporation and shall be held responsible for the 
proper functioning and management of this Corporation. The President and Chief Executive 
Officer shall possess the degree of education and experience appropriate to the proper discharge 
of these responsibilities and, if a management or employment agreement may be in effect, meet 
all of the requirements set forth in the management or employment agreement. The Board of 
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Directors shall initiate and conduct periodic performance reviews of the President and Chief 
Executive Officer. Subject to the direction of the Manager (during any time that the 
Management Agreement is in effect) and the ultimate supervision and control of this 
Corporation's Board of Directors, the President and Chief Executive Officer shall organize the 
administrative functions of this Corporation, delegate duties and establish formal means of 
accountability on the part of his or her subordinate officers. The President and Chief Executive 
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the 
Board of Directors. He or she shall have the general powers and duties of management usually 
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation 
Law and shall have other powers and duties as may be prescribed by this Corporation's Board of 
Directors, these Bylaws, and the System Authority Matrix. 

These powers and duties shall include, but not be limited to, the following: 

A. to support and assist this Corporation in furtherance of its charitable 
purposes, consistent with the established philosophy and mission of the Health System; 

B. to direct and implement the goals, policies and programs established for 
the Health System; 

C. to promote a high standard of quality of care provided by the Health 
System through setting goals and objectives for .quality improvement; 

D. to act as the representative of this Corporation to the public as well as to 
governmental and volunta1y organizations; 

E. to make policy proposals to the Board of Directors and the Corporation's 
executives; 

F. to assume responsibility for strategic planning, financial planning, 
physical facilities, site development and program planning to meet the health needs of the 
community; 

G. to report to the Board of Directors and the Corporation's executives on the 
performance of this Corporation as well as on appropriate federal, state and local 
developments that affect health care therein; 

H. to attend all meetings of the Board of Directors and committees thereof, 
except as otherwise determined by the Board of Directors; 

I. to serve on such Advisory Board committees as determined by the Board 
of Directors; 

J. to assure proper day-to-day administration of this Corporation; 
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K. to prepare an annual budget and periodically report to the Board of 
Directors and to the Corporation's executives on this Corporation's financial affairs and 
condition; 

L. in consultation with the Board of Directors, to appoint each Vice President 
of the Corporation, to set the terms and conditions of employment of the Vice Presidents 
and to evaluate their performance periodically, to assure the proper selection, 
employment, control and discharge of employees of the Corporation and the executives 
and officers of the Affiliates and Subsidiaries, and the development and maintenance of 
this Corporation's written personnel policies and practices; 

M. to assure proper maintenance and to keep the physical properties of this 
Corporation in a good state of repair; and 

N. to assure proper business management of this Corporation so that funds 
are collected and expended in keeping with sound business practice and with charity. 

Section 7.8 Chief Financial Officer. The Chief Financial Officer shall, in coordination 
with the Treasurer, and according to the direction of the Board of Directors and the 
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accounts of the properties and business transactions of the Corporation, 
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and 
fund balance. The books of account shall at all reasonable times be open to inspection by any 
Director. The Chief Financial Officer shall deposit all monies and other valuables in the name 
and to the credit of the Corporation with such depositaries as may be designated by the Board of 
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board 
of Directors, shall render to the President and Chief Executive Officer, or the Directors whenever 
they request it, an account of all transactions as Chief Financial Officer and of the financial 
condition of the Corporation, and shall have other powers and perform such other duties as may 
be prescribed by the Board of Directors or the Bylaws. Subject to the powers of the Manager 
(during any time that the Management Agreement is in effect), the ChiefFinancial Officer shall 
be appointed by and shall be subject to removal by the President and Chief Executive Officer of 
the Corporation. He or she shall report to and be accountable to the Board of Directors of this 
Corporation, the President and Chief Executive Officer, and the Manager ( during any time that 
the Management Agreement is in effect). 

Section 7.9 Reporting Relationship of Certain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and. be accountable to the Board of 
Directors and the President and Chief Executive Officer and each of them shall be entitled to 
confidential access to the Chairperson and other members of the Board of Directors as necessary 
or advisable to carry out such person's duties in such position. 

Section 7.10 Resignation. Any officer may resign at any time by giving written notice 
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
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acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under 
any contract to which the officer is a party. 

Section 7. I I Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 

ARTICLE VIII 

COMMITTEES 

Section 8.1 Generally. 

A. The Board of Directors may by resolution establish (]) Committees of the 
Board which shall have legal authority to act for this Corporation and, as determined by 
the Board of Directors, the Health System, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure 
of the Board. Any Committee of the Board which shall have legal authority to act for this 
Corporation, to the extent provided in a resolution of the Board, shall have all authority 
of the Board, except with respect to: 

(I) The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require appro".al of a 
majority of this Corporation's Board of Directors; 

(2) The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(3) The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or repealable; 

(4) The appointment of other committees or members thereof; 

(5) The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law; 

(6) Any decision with respect to the retention or termination of the 
· Chief Executive Officer, approval or amendment of any operating or capital 
budget, approval of the annual audit, amendment of these Bylaws, any 
unbudgeted capital expenditure, or any decision with respect to the acquisition, 
divestiture, sale or other disposition of Corporation's assets, or the creation of any 
new Corporation liabilities, or the exercise of any reserved power held by the 
Corporation with respect to any of the Affiliates. 
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B. The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such 
prescription, such committee shall have the power to prescribe the manner in which its 
proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall 
otherwise provide, the regular and special meetings and other actions of any committee 
shall be governed by the provisions ofArticle VII of these By laws. Each committee shall 
keep minutes of its proceedings and shall report the same to the Board from time to time, 
as the Board of Directors may require. The Board of Directors shall review the charter of 
each committee governed by a charter at least once every two years. 

Section 8.2 Committees of the Board. Only Directors may be appointed as voting 
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or 
more Directors, with at least one (I) member of each Committee being a BM Director 
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the 
Board of Directors, The Board may designate one or more Directors as alternate members of 
any such committee, who may replace any absent member at any meeting of the committee. 

Section 8.3 Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 8.4 Executive Committee. 

A. There may be an Executive Committee which, if established, shall consist 
of such members of the Board of Directors as the Board may designate, and shall include 
at least one BM Director Appointee. The Chairperson of the Executive Committee shall 
be the person then serving as Chairperson of the Board. The Executive Committee shall 
have authority to act for this Corporation, subject to the provisions of Section 8.1 (A) of 
these Bylaws, as to those matters which may arise and cannot be handled in the ordinary 
course ofregular or special meetings of the Board of Directors. 

B. The establislm1ent of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual 
Director of any responsibility imposed on itor him or her by law, by the Articles of 
Incorporation of this Corporation or these Bylaws. 

C. The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be 
given to its members and no act of the Executive Committee shall be valid unless 
approved by the vote of a majority, or by the unanimous written consent, of its members. 

Section 8.5 Audit Committee. In a fiscal year in which the Corporation's gross 
revenue is $2,000,000 or more, the Corporation shall appoint an audit committee (the "Audit 
Committee"), shall hire an independent auditor, and shall have such auditor prepare an audited 
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financial statement. Such $2,000,000 threshold excludes grants received from and contracts and 
services with government entities for which the governmental entity requires an accounting of 
funds received. 

A. Members. The Audit Committee may include non-Board members, but it 
may not include any members of the staff, the President/CEO, or the CFO. If the 
Corporation has a Finance Committee, it shall be separate from the Audit Committee. 
The Audit Committee may include members of the Finance Committee, but such 
overlapping members shall constitute less than half of the Audit Committee and the 
chairperson of the Audit Committee may not be a member of the Finance Committee. 
Any person who has any material financial interest in any entity doing business with the 
Corporation may not serve on the Audit Committee. Each member of the Audit 
Committee shall serve as such until such member's successor shall be appointed by the 
Board of Directors. In the event that any member of the Audit Committee shall resign or 
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the 
Board. The Audit Committee shall be an Advisory Committee and shall operate in 
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in 
effect from time to time. The Audit Committee shall consist of not fewer than three 
members, all of whom shall be or shall be capable of becoming familiar with basic 
financial statements and accounting principles, and all of whom shall be deemed by the 
Board of Directors to be free of any relationship that would interfere with independent 
judgment. The Audit Committee shall meet at least quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all 
members who are employees of the Corporation or any Affiliate controlled by the 
Corporation. 

B. Duties of the Audit Committee. Subject to the supervision of the Board, 
the Audit Committee shall exercise the following powers, responsibilities, and duties: 

(]) To make rec01mnendations to the Board regarding the 
appointment, retention, and termination of the independent auditor for the 
corporation and the Affiliates; 

(2) To negotiate the auditor's compensation; 

(3) To confer with the auditor to satisfy its members that the financial 
affairs of the corporation and the Affiliates are in order; 

(4) To review the audit and decide whether to accept it; and 

(5) To assure that any non-audit services performed by the auditor 
conform to the applicable independent standards and to approve such nonaudit 
services. 
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C. Compensation. No member of the Audit Committee shall receive 
compensation for serving on the Audit Committee. An Audit Committee member may be 
reimbursed for reasonable expenses incurred in attending such meetings. 

D. Control by the Board. The Audit Committee shall be subject at all times 
to the control of the Board, which shall have the power to revise or alter any action taken 
by the Audit Committee; provided, however, that no rights of third parties shall be 
affected thereby. 

Section 8.6 Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement (either in accordance with Section 8.5 above or 
otherwise), such audited financial statement shall be made available for inspection by the 
California Attorney General and by all members of the public no later than nine months after the 
close of the relevant fiscal year in the same manner as the corporation's Internal Revenue 
Service Form 990. Each annual financial statement shall be made available to the public for 
three years. 

Section 8.7 Nominating Committee. The Nominating Committee shall be a standing 
advisory committee and shall be composed of five ( 5) Directors appointed by the Chairperson, 
including one BM Director Appointee. The Nominating Committee shall have the authority and 
responsibility to: 

A. Recruit, screen, and evaluate candidates for Directors of this Corporation 
and other entities in which the Corporation has the right or power to appoint directors or 
managers. and shall solicit recommendations and input from all Directors, BlueMountain 
Capital Management, LLC, and Manager for nominees to the Board of Directors; 

B. Nominate Director nominees to the Board of Directors, and of other 
entities for which this Corporation has the right to appoint directors or managers; and 

C. Perform such other functions as may be assigned to it by the Board of 
Directors. 

Section 8.8 Executive Compensation Review and Approval. During any period that 
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the 
Board, or any authorized Committee of the Board, shall review and approve the compensation, 
including benefits, of the President/CEO and the CFO to ensure that each such officer's 
compensation is just and reasonable. Such review and approval shall occur when the officer is 
initially hired\ whenever the officer's term of employment is renewed or extended, and when the 
officer's compensation is modified, unless such modification applies to substantially all 
employees. 

Section 8.9 Tenn of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or · 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
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a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 8.11 Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than three (3), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 

ARTICLE IX 

GENERAL PROVISIONS 

Section 9.1 Voting Interests. The Corporation may vote any and all shares held by it 
in any other corporation and may exercise any and all membership rights held by it in any other 
corporation. Such action shall be undertaken or evidenced mi behalf of this Corporation by such 
officer, agent or proxy as the Board of Directors may appoint or, in default of any such 
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such 
case, such person may likewise appoint a proxy to vote shares. 

Section 9 .2 Checks, Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 9.3 Execution of Contracts. Except as otherwise provided in these Bylaws, 
the Board of Directors may authorize any officer or officers, agent or agents to enter into any 
contract or execute any instrument in the name of and on behalf of this Corporation and such 
authority may be general or confined to specific instances. Unless so authorized by the Board of 
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power 
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to 
render it liable for any purpose or in any amount. 

Section 9 .4 Inspection of Corporate Records. The accounting books and records of 
this Corporation and the minutes of proceedings of this Corporation's Board of Directors and 
Committees shall be open to inspection upon the written request of any Director at any 
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reasonable time and for any purpose reasonably related to the interests of the Director. Such 
inspection may be made in person or by an agent or attorney. 

Section 9 .5 Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation no later than one hundred twenty (120) days after the 
close of this Corporation's fiscal or calendar year. Such annual report shall be prepared in 
conformity with requirements of the California Nonprofit Public Benefit Corporation Law. 

Section 9.6 Dissolution. The property and assets of this Corporation are irrevocably 
dedicated to charitable, educational and scientific purposes. Upon the winding up and 
dissolution of this Corporation, its assets remaining, after payment or adequate provision for 
payment of all debts and obligations of this Corporation, shall be distributed in accordance with 
the dissolution provisions set forth in this Corporation's Articles oflncorporation. 

Section 9.7 Fiscal Year. The fiscal year of this Corporation shall begin on the first 
day of July each year and end on June 30th of the following year. 

Section 9.8 Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review these Bylaws and recommend changes. 

ARTICLEX 

INDEMNIFICATION AND INSURANCE 

Section 10.1 Indemnification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability 
and hold harmless any person who was or is a party to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or agent of this Corporation when serving in an official capacity on 
behalf of this Corporation, or is or was serving at the request of this Corporation as a member, 
director, officer, employee or agent of another corporation, domestic or foreign, nonprofit or for
profit, paiinership, joint venture, trust or other enterprise. The foregoing rights of 
indemnification shall not be deemed to be exclusive of ai1y other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or agent of this Corporation ai1d shall inure to the benefit of the 
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such 
action, suit or proceeding survives the death of such person. 

Section 10.2 Payment of Expenses. This Corporation may pay expenses, including 
attorneys' fees, incurred in defending any action, suit or proceeding referred to in tl1is Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 10.3 Insurance. This Corporation may purchase and maintain insurance on 
behalf of any person who is or was a Director, officer, employee or agent of this Corporation 
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when serving in an official capacity on behalf of this Corporation, or is or was serving at the 
request of this Corporation as a member, director, officer, employee or agent of another 
corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, trust or other 
enterprise, against any claim or liability asse1ied against such person and incurred in any such 
capacity, or arising out of such person's status as such, whether or not this Corporation would be 
required or would have the power to indemnify such person against such liability under this 
A1iicle or otherwise. 

ARTICLE XI 

MAINTAINING A UNIFIED HEAL TH SYSTEM 

Section I I. I Generally. In order to establish the relationships among organizations in 
the Health System which are necessary to maintain a unified system, this Corporation shall 
require that the governing document or documents of any entity of which this Corporation is the 
sole corporate member or controlling organization contain the following: 

A. Provisions which reserve to this Corporation the powers over such entity, 
as may be required by applicable Health System policies; 

B. Provisions which reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

C. Provisions which require such entity to require that the governing 
· document or documents of organizations it controls contain a provision which reserves to 
this Corporation, the powers set forth in these Bylaws, the governing document or 
documents of such entity or applicable Health System policies (including the System 
Authority Matrix). The term "governing document or documents," is used in this Article 
as a generic form to describe the organizational documents by which an entity is legally 
formed in a particular state and includes, but is not limited to, articles of incorporation, 
bylaws, governing resolutions, articles ofpartnership,joint venture agreements, and any 
other document which creates or governs the organization or entity. 

Section I 1.2 Exercise of Reserved Powers. All action by this Corporation as the 
corporate member or controlling entity ofan Affiliate shall be by this Corporation's Board of 
Directors. 

ARTICLE XII 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 
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ARTICLE XIII 


AMENDMENTS 


These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affirmative vote of a majority of the Directors then in office. 
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Conditions to Change in Control and Governance of St. Vincent Medical Center1 and 
Approval of the System Restructuring and Support Agreement by and among Daughters of 
Charity Ministry Services Corporation, Daughters of Charity Health System, Certain 
Funds Managed by BlueMountain Capital Management, LLC2, and Integrity Healthcare, 
LLC 

I. 

These Conditions shall be legally binding on Daughters of Charity Ministry Services 
Corporation, a California nonprofit religious corporation, Daughters of Charity Health System, a 
California nonprofit religious corporation, Verity Health System of California, Inc., a California 
nonprofit public benefit corporation, St. Vincent Medical Center, a California nonprofit religious 
corporation, St. Francis Medical Center, a California nonprofit religious corporation, O'Connor 
Hospital, a California nonprofit religious corporation, Saint Louise Regional Hospital, a 
California nonprofit religious corporation, and Seton Medical Center, a California nonprofit 
religious corporation, St. Francis Medical Center of Lynwood Foundation, a California nonprofit 
religious corporation, St. Vincent Foundation, a California nonprofit religious corporation, Seton 
Medical Center Foundation, a California nonprofit religious corporation, Saint Louise Regional 
Hospital Foundation, a California nonprofit religious corporation, O'Connor Hospital 
Foundation, a California nonprofit religious corporation, Caritas Business Services, a California 
nonprofit religious corporation, Verity Business Services, a California nonprofit public benefit 
corporation, OCHS Medical Foundation, a California nonprofit religious 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 

1 Throughout this document, the term "St. Vincent Medical Center" shall mean the general acute 
care hospital located at 2131 West Third Street, Los Angeles, CA 90057, and any other clinics, 
laboratories, units, services, or beds included on the license issued to St. Vincent Medical Center 
by the California Department of Public Health, effective January 1, 2015, unless otherwise . 
indicated. 

2 The term "Certain Funds Managed by BlueMountain Capital Management, LLC" shall mean 
the following: BlueMountain Guadalupe Peak Fund, L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Summit 
Opportunities Fund II (US) L.P., a Delaware limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BMSB L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Foinaven 
Master Fund L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BlueMountain Logan Opportunities Master Fund 
L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital Management, 
LLC, its investment manager, and BlueMountain Montenvers Master Fund SCA SICA V-SIF, a 
Luxembourg corporate partnership limited by shares, by BlueMountain Capital Management, 
LLC, its investment manager. 
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Jose Dialysis, LLC, a California limited liability company, 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, the above-listed entities whose corporate status will be changed from a California nonprofit 
religious corporation to a California nonprofit public benefit corporation, 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 property 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 property on which St. Vincent Medical Center is located. 

These Conditions shall be legally binding on the following entities, as defined in Operating Asset 
Purchase Option Agreement, Operating Asset Purchase Agreement, Real Estate Purchase Option 
Agreement, and the Real Estate Purchase Agreement, when the closing occurs on the Operating 
Asset Purchase Agreement and the Real Estate Purchase Agreement: the Option Holders, 
Purchaser and its Affiliates, "OpCo" a Delaware limited liability company, owned directly or 
indirectly by funds managed by BlueMountain Capital Management LLC, and "PropCo" a 
Delaware limited liability company that will elect to be treated for tax purposes as a real estate 
investment trust, owned directly or indirectly by funds managed by BlueMountain Capital 
Management LLC, Integrity Healthcare, LLC, a Delaware limited liability company, Integrity 
Healthcare Blocker, LLC, a Delaware limited liability company, any other subsidiary, parent, 
general partner, limited partner, member, affiliate, successor, successor in interest, managing 
member, assignee, or person or entity serving in a similar capacity of any of the above-listed 
entities, 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 property 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 property on which St. Vincent Medical 
Center is located. 

II. 

The transaction approved by the Attorney General consists of the System Restructuring and 
Support Agreement dated July 17, 2015, Amendment No. 1 to System Restructuring and Support 
Agreement, and any agreements or documents referenced in or attached to as an exhibit or 
schedule and any other documents referenced in the System Restructuring and Support 
Agreement and Amendment No. 1 to System Restructuring and Support Agreement including, 
but not limited to: 

a. Transitional Consulting Services Agreement dated July 17, 2015; 
b. Health System Management Agreement with Integrity Healthcare, LLC; 
c. Debt Facility Commitment Letter dated July 17, 2015, signed by all the funds listed in 
footnote 2 and BlueMeridian Capital, LLC; 
d. Operating Asset Purchase Option Agreement; 
e. Operating Asset Purchase Agreement; 
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f. Real Estate Purchase Option Agreement; 
g. Real Estate Purchase Agreement; 
f. Information Technology Lease Agreement; and 
g. Deposit Escrow Agreement dated July 17, 2015. 

All the entities listed in Condition I, Integrity Healthcare, LLC, a Delaware limited liability 
company, BlueMountain Capital Management, LLC, a Delaware limited liability company, and 
any other parties referenced in the above agreements shall fulfill the terms of these agreements or 
documents and shall notify and obtain the Attorney General's approval in writing of any 
proposed modification or rescission of any of the terms 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 forth in Corporations Code 
section 5917 and obtain the Attorney General's approval. 

III. 

For fifteen years from the closing date of the System Restructuring and Support Agreement, St. 
Vincent Medical Center, and all future owners, managers, lessees, licensees, or operators of St. 
Vincent Medical Center shall be required to provide written notice to the Attorney General 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. Vincent 
Medical Center; 

(b) Transfer control, responsibility, management, or governance of St. Vincent Medical Center. 
The substitution or addition of a new corporate member or members of St. Vincent Medical 
Center or Verity Health System of California, Inc. that transfers the control of, responsibility for 
or governance of St. Vincent Medical Center, shall be deemed a transfer for purposes of this 
Condition. The substitution or addition of one or more members of the governing body of St. 
Vincent Medical Center or Verity Health System of California, Inc., or any arrangement, written 
or oral, that would transfer voting control of the members of the governing body of St. Vincent 
Medical Center or Verity Health System of California, Inc., shall also be deemed a transfer for 
purposes of this Condition. 
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IV. 


For five years from the closing date of the System Restructuring and Support Agreement unless 
otherwise stated, St. Vincent Medical Center shall be operated and maintained as a licensed 
general acute care hospital ( as defined in California Health and Safety Code Section 1250) and 
shall maintain and provide the following health care services at current3 licensure, types, and/or 
levels of services: 

a. 	 Twenty-four hour emergency medical services, including a minimum of 8 emergency 
beds/stations and 6 Fast Track treatment stations, and the requirements set by the 
County of Los Angeles Emergency Medical Services for 911 Receiving Hospitals; 

b. 	 Acute rehabilitation services, including a minimum of 19 licensed acute rehabilitation 
beds; 

c. 	 Intensive care/critical care services, including a minimum of 30 licensed intensive 
care beds; 

d. 	 Cardiac services, including cardiac surgery and a minimum of 4 cardiac 
catheterization labs; 

e. 	 Cancer services, including radiation therapy; 
f. 	 Gastroenterology services; 
g. 	 Imaging and laboratory services; 
h. 	 Nephrology services, including end stage renal disease program, acute inpatient 

dialysis unit, and hemodialysis treatments; 
i. 	 Neurology and neurotology services, including neurosurgery; 
J. 	 Orthopedics, joint replacement, and spine care services; 
k. 	 Transplant services, including kidney and multi-organ transplant procedures for 

kidney/pancreas double transplants; and 
I. 	 Outpatient dialysis services within 5 miles of St. Vincent Medical Center by either (1) 

operating St. Vincent Dialysis Center, or (2) transferring St. Vincent Dialysis Center 
to a separate entity and requiring that entity to operate it for 5 years from the closing 
date of the System Restructuring and Support Agreement and to participate in the 
Medi-Cal and Medicare programs as required in Condition VII, or (3) ensuring that a 
third party is operating an outpatient dialysis center(s) at current levels for 5 years 
from the closing date of the System Restructuring and Support Agreement and that 
such center(s) participate in the Medi-Cal and Medicare programs as required in 
Condition VII. 

St. Vincent Medical Center shall not place all or any portion of its above-listed licensed-bed 
capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

3 The term "current" or "currently" throughout this document means as of January 1, 2015. 
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v. 


If St. Vincent Medical Center provides obstetrical services within five years from the closing 
date of the System Restructuring and Support Agreement, St. Vincent Medical Center shall also 
provide reproductive health services including such services prohibited by the "Ethical and 
Religious Directives for Catholic Health Care Services" as determined by the United States 
Conference of Catholic Bishops. 

VI. 

For five years from the closing date of the System Restructuring and Support Agreement, St. 
Vincent Medical Center shall either: (1) operate the 1206(d) clinics (listed below) with the same 
number of physicians and mid-level provider full-time equivalents in the same or similar 
alignment structures ( e.g., 1206(1) Medical Foundation), or (2) sell the 1206( d) clinics (listed 
below) with the same number of physician and mid-level provider full-time equivalents in the 
and require the purchaser(s) to maintain such services for 5 years from the closing date of the 
System Restructuring and Support Agreement and to participate in the Medi-Cal and Medicare 
programs as required in Condition VII, or (3) ensure that a third party is operating the 1206( d) 
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 closing date 
of the System Restructuring and Support Agreement and to participate in the Medi-Cal and 
Medicare programs as required in Condition VII. For any of these options, each clinic can be 
moved to a different location within a two-mile radius of each clinic's current location, and St. 
Vincent Medical Center can utilize an alternative structure ( e.g., Federally Qualified Health 
Center, physician office practice) in providing such services. The following 1206 ( d) clinics are 
subject to this condition: 

a. Joint Replacement Institute, located at 2200 West 3rd Street in Los Angeles; 
b. Multi-Organ Transplant Center, located at 2200 West 3rd Street in Los Angeles; 
c. Spine Institute, located at 2200 West 3rd Street in Los Angeles; 
d. Cancer Treatment Center, located at 201 S. Alvarado Street in Los Angeles; and 
e. Cardiac Care Institute, located at 201 S. Alvarado Street in Los Angeles. 

VII. 

For five years from the closing date of the System Restructuring and Support Agreement, St. 
Vincent Medical Center shall: 

a) Be certified to participate in the Medi-Cal program; 

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 beneficiaries (both Traditional Medi-Cal and 
Medi-Cal Managed Care) as required in these Conditions, on the same terms and conditions as 
other similarly-situated hospitals offering substantially the same services, without any loss, 
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interruption of service or diminution in quality, or gap in contracted hospital coverage, unless the 
contract is terminated for cause: 

i) Local Initiative Plan: LA Care Health Plan or its successor; and 
ii) Commercial Plan: Health Net Community Solutions, Inc. or its successor. 

If St. Vincent Medical Center questions whether it is being reimbursed on the same terms and 
conditions as other similarly situated hospitals offering substantially the same services, it shall 
notify the Attorney General's Office with at least 120 days' notice prior to taking any action that 
would effectuate any loss, interruption of service or diminution in quality, or gap in contracted 
hospital coverage or prior to giving any required notice of taking such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provider 
Number to provide the same types and levels of emergency and non-emergency services at St. 
Vincent Medical Center to Medicare beneficiaries (both Traditional Medicare and Medicare 
Managed Care) as required in these Conditions. 

VIII. 

For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
St. Vincent Medical Center shall provide an annual amount of Charity Care (as defined below) at 
St. Vincent Medical Center equal to or greater than $407,513 (the Minimum Charity Care 
Amount). For purposes hereof, the term "charity care" shall mean the amount of charity care 
costs (not charges) incurred by St. Vincent Medical Center 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.

4 
St. Vincent Medical Center shall use and maintain a charity care policy that 

is no less favorable than St. Vincent Medical Center's current charity care policy and in 
compliance with California and Federal law. The planning of, and any subsequent changes to, 
the charity care and collection policies, and charity care services provided at St. Vincent Medical 
Center shall be decided by the St. Vincent Medical Center Board of Directors after consultation 
with the Local Governing Board of Directors as set forth in Condition XI. 

St. Vincent Medical Center's obligation under this Condition shall be prorated on a daily basis if 
the closing date of the System Restructuring and Support Agreement is a date other than the first 
day of St. Vincent Medical Center's fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any, 

4 
OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, 

"the determination 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 has the ability but is unwilling to pay off the account." 
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in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the Los Angeles-Riverside-Orange County Consolidated Metropolitan Statistical Area Base 
Period: 1982-84=100" (CPI-LA, as published by the U.S. Bureau of Labor Statistics). 

While the Health System Management Agreement with Integrity Healthcare, LLC is in effect, 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 adjusted pursuant to the above-referenced 
Consumer Price Index) required for such fiscal year, St. Vincent Medical Center shall pay an 
amount equal to the deficiency as follows: 50% of the deficiency payment as a contribution to 
the Daughters of Charity Health System Retirement Plan (Defined Benefit Church Plan), as 
defined in the System Restructuring and Support Agreement, in addition to the contributions that 
are required by the amortization schedule and premium payments required under Employee 
Retirement Income Security Act of 1974 and the Internal Revenue Code of 1986 (as amended), 
as set forth in section 7.3 in the System Restructuring and Support Agreement until the Defined 
Benefit Church Plan is fully funded, and 50% of the deficiency payment for capital expenditures 
as set forth in section 7.7 of the System Restructuring and Support Agreement for repairing 
and/or upgrading the hospital buildings and equipment including, but not limited to, seismic 
compliance as required in Condition XV. Such payments shall be made within four months 
following the end of such fiscal year. 

After the closing date on the Operating Asset Purchase Agreement and the Real Estate Purchase 
Agreement, 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 adjusted pursuant to the above
referenced Consumer Price Index) required for such fiscal year, St. Vincent Medical Center shall 
pay an amount equal to the deficiency to one or more tax-exempt entities that provide direct 
health care services to residents in St. Vincent Medical Center's primary service area (17 ZIP 
codes), as defined on page 62 of the Health Care Impact Report, dated October 2, 2015, and 
attached hereto as Exhibit 1. Such payment(s) shall be made within four months following the 
end of such fiscal year. 

The 2010 Federal Affordable Care Act may cause a reduction in future needs of charity care. 
Because of the impact of the Medi-Cal expansion in California and other effects from the 2010 
Federal Affordable Care Act, the California Attorney General will consider adjusting the 
Minimum Charity Care Amount based on financial data submitted to OSHPD from time periods 
after implementation of the 2010 Federal Affordable Care Act. Any actual reduction will be 
considered "unforeseen" for purposes of Title 11, California Code of Regulations, section 999.5, 
subdivision (h). Once St. Vincent Medical Center submits its Annual Financial Disclosure 
Report to OSHPD for Fiscal Year 7/1/2015 to 6/30/2016, it may seek a request for an 
amendment of the Minimum Charity Care Amount beginning for Fiscal Year 7/1/2016 to 
6/30/2017. The Attorney General's Decision on such a request will be issued within 90 days of 
the submission of all of the information required in Title 11, California Code of Regulations, 
section 999.5, subdivision (h)(2) and all the information requested by the Attorney General's 
Office. 
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IX. 


For six fiscal years from the closing date of the System Restructuring and Support Agreement, 

St. Vincent Medical Center shall provide an annual amount of Community Benefit Services at St. 

Vincent Medical Center equal to or greater than $1,018,762 (the "Minimum Community Benefit 

Services Amount") exclusive of any funds from grants. For six fiscal years, the following 

community benefit programs and services shall continue to be offered: 


a) Health Benefits Resource Center or similar services; and 

b) Asian Pacific Liver Center. 


The planning of, and any subsequent changes to, the community benefit services provided at St. 

Vincent Medical Center shall be decided upon by the St. Vincent Medical Center's Board of 

Directors after consultation with the Local Governing Board of Directors as set forth in 

Condition XI. 


St. Vincent Medical Center's obligation under this Condition shall be prorated on a daily basis if 

the effective date of the System Restructuring and Support Agreement is a date other than the 

first day of St. Vincent Medical Center'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 Annual 

Percent increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for 

All Urban Consumers in the Los Angeles-Riverside-Orange County Consolidated Metropolitan 

Statistical Area Base Period: 1982-84=100" (CPI-LA, as published by the U.S. Bureau of Labor 

Statistics). 


If th~ actual amount of community benefit services provided at St. Vincent Medical Center for 

any fiscal year is less than the Minimum Community Benefit Services Amount ( as adjusted 

pursuant to the above-referenced Consumer Price Index) required for such fiscal year, St. 

Vincent Medical Center shall pay an amount equal to the deficiency to one or more tax-exempt 

entities that provide community benefit services for residents in St. Vincent Medical Center's 

primary service area (17 ZIP codes), as defined on page 62 of the Health Care Impact Report, 

dated October 2, 2015, and attached hereto as Exhibit 1. Such payment shall be made within 

four months following the end of such fiscal year. 


x. 

For at least five years from the closing date of the System Restructuring and Support Agreement, 
St. Vincent Medical Center shall maintain its contracts and any amendments and exhibits thereto 
with the County of Los Angeles for services, including the following: 

a. Hospital Preparedness Program Agreement; 
b. Radiation Therapy Services Agreement; and 
c. Physician Post Graduate Training Agreement. 
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For at least five years from the closing date of the System Restructuring and Support Agreement, 
St. Vincent Medical Center shall provide to the Los Angeles County Department of Health 
Services and Los Angeles County of Department of Mental Health information and documents 
related to staffing assessments, clinical guidelines, services provided, and technology needs for 
St. Vincent Medical Center. The goal is to ensure that St. Vincent Medical Center's decisions or 
changes in these areas will not be motivated by a desire to move away from serving the Medi
Cal population. Such information and documents will also be provided to the Local Governing 
Board. 

XI. 

For five years from the closing date of the System Restructuring and Support Agreement, St. 
Vincent Medical Center shall have a Local Governing Board of Directors. St. Vincent Medical 
Center's Board of Directors shall consult with the Local Governing Board of Directors prior to 
making changes to medical services, community benefit programs, making capital expenditures 
including the spending of the funds for the "Capital Commitment" set forth in section 7.7 of the 
Definitive Agreement and attached hereto as Exhibit 2, making changes to the charity care and 
collection policies, 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 
Medical Center's medical staff, St. Vincent Medical Center's Chief of Staff, one member 
designated by the Los Angeles County Board of Supervisors, and community representatives 
from St. Vincent Medical Center's primary service area (17 ZIP codes), as defined on page 62 of 
the Health Care Impact Report, dated December 24, 2014, and attached hereto as Exhibit 1, 
including 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 unless done so on 
an emergency basis. The Local Governing Board's approval is required of all reports submitted 
to the Attorney General regarding compliance with these Conditions. 

XII. 

Verity Health System of California, Inc. shall reserve or expend the $180 million capital 
commitment set forth in section 7.7 of the System Restructuring and Support Agreement and 
attached hereto as Exhibit 2. 

XIII. 

Verity Health System of California, Inc. shall comply with the pension obligations set forth in 
section 7.3 of the System Restructuring and Support Agreement. Section 7.3 of the System 
Restructuring and Support Agreement should be amended to include the following language: 

(±) Notwithstanding any limitations set forth in the documents governing the 
Defined Benefit Church Plan, the Defined Contribution Church Plans, and the 
Multiemployer Plans, the participants of these plans have the legal right to 
enforce compliance of Section 7.3 against Verity Health System of California, 
Inc. 
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XIV. 


St. Vincent Medical Center shall maintain privileges for current medical staff who are in good 
standing as of the closing date of the System Restructuring and Support Agreement. Further, the 
closing of the System Restructuring and Support Agreement shall not change the medical staff 
officers, committee chairs, or independence of the St. Vincent Medical Center's medical staff, 
and such persons shall remain in good standing for the remainder of their tenure. 

xv. 

Verity Health System of California, Inc. shall commit the necessary investments required to meet 
and maintain OSHPD seismic compliance requirements at St. Vincent Medical Center through 
2030 under the Alfred E. Alquist Hospital Facilities Seismic Safety Act of 1983, as amended by 
the California Hospital Facilities Seismic Safety Act, (Health & Saf. Code, § 129675-130070). 

Verity Health System of California, Inc. shall commit the necessary capital investment required 
to refurbish St. Vincent Medical Center's elevators in order to meet the City of Los Angeles' 
Elevator Code. 

XVI. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, St. 
Vincent Medical Center's Board of Trustees shall replace Article ofIV, Section 3, subsection (a) 
of its Amended and Restated Bylaws Template (attached hereto as Exhibit 3) with the following 
language: 

(a) Number and Composition. The Board of Trustees shall generally consist of not less than five 
(5) nor more than seventeen (17) members, including: 

i) no more than 50 percent shall be members who are in good standing on the Board of 
Directors of Verity Health System of California, Inc.; 

ii) at least one-third shall be residents of Los Angeles County; and 

iii) no members shall have either directly or indirectly, personally or through a family 
member have any financial relationship with BlueMountain Capital Management, LLC or any of 
its owned or managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, 
director, contractor or employee of BlueMountain Capital Management, LLC or any of its owned 
or managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which 
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for 
public companies wherein BlueMountain Capital Management, LLC has an interest of less than 
10%. 
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St. Vincent Medical Center's Board of Trustees shall provide a copy of its Amended and 
Restated Articles of Incorporation ( as set forth in attached Amended and Restated Articles 
Template as Exhibit 4) and Amended and Restated Bylaws within 90 days from the closing date 
of the System Restructuring and Support Agreement requiring these provisions and any further 
changes to these documents must be approved by the Attorney General. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, Verity 
Health System of California, Inc: shall adopt the same Conflict of Interest Policy currently used 
by Daughters of Charity Health System and its affiliates ( attached hereto as Exhibit 5) except 
that all references to the "Corporation" in the Conflict of Interest Policy shall be amended to 
"Corporation or BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates, or Integrity Healthcare, LLC" and a portion of its "Financial Interest" definition · 
section on page 2 shall be amended to state as follows: 

· 4. Financial Interest: A Director or Fainily member has, directly or indirectly, a current or 
potential 

• Ownership or investment interest in; or 

• Compensation arrangement with; or 

• Other economic interest in any of the following: 

i. The Corporation; or 
ii. BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates and Integrity Healthcare, LLC; or 
iii. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC has a transaction or arrangement; or 
iv. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC is negotiating a transaction or arrangement; or 
v. Any entity or individual that competes with the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC. 

Verity Health System of California, Inc. Board of Trustees shall provide a copy of its Conflict of 
Interest Policy within 90 days from the closing date of the System Restructuring and Support 
Agreement requiring this amendment and any further changes to this document must be 
approved by the Attorney General. 

Verity Health System of California, Inc. shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 6) and the Amended and Restated Bylaws (as set forth in the attached hereto Amended 
and Restated Bylaws Template as Exhibit 7) within 90 days from the closing date of the System 
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Restructuring and Support Agreement and any further changes to these documents must be 
approved by the Attorney General. 

If either the Verity Health System of California, Inc.' s Board of Directors or St. Vincent Medical 
Center's Board of Trustees provides board compensation to its members other than 
reimbursement for travel to and from board/trustees' meetings, it is required to obtain an fair 
market valuation for payment of such compensation for similarly-situated board of 
directors/trustees in the United States every two years. 

XVII. 

There shall be no restriction or limitation on providing or making reproductive health services, 
including such services prohibited by the "Ethical and Religious Directives for Catholic Health 
Care Services" as determined by the United States Conference of Catholic Bishops, available at St. 
Vincent Medical Center, its medical office buildings, or at any of its facilities. There shall be no 
discrimination against any lesbian, gay, bisexual, or transgender individuals at St. Vincent 
Medical Center. Both of these must be explicitly set forth in St. Vincent Medical Center's 
written policies, adhered to, and strictly enforced. 

XVIII. 

At least thirty days prior to the closing of the Operating Asset Purchase Agreement and the Real 
Estate Purchase Agreement, St. Vincent Foundation and St. Vincent Medical Center shall 
provide to the Attorney General's Office an accounting of all charitable assets. Within 5 days of 
the Attorney General's approval, St. Vincent Foundation and St. Vincent Medical Center shall 
transfer all charitable assets including, but not limited to, all temporary and permanently 
restricted funds to the California Community Foundation. 

a) The funds from St. Vincent Medical Center and St. Vincent Foundation, if not 
previously restricted to support a specific charitable organization, will be deposited into 
the California Community Foundation's St. Vincent Medical Center Fund, and used to 
support nonprofit tax-exempt charitable organizations, clinics and facilities in providing 
healthcare services to residents of St. Vincent Medical Center's primary service area (17 
ZIP codes) and secondary service area (17 ZIP Codes), as described on page 62 in the 
Healthcare Impact Report authored by Medical Development Specialists, LLC, dated 
December 24, 2014. (Exhibit 1.) The donated funds shall be maintained and used for the 
purposes specified herein for a period of at least five years. 

b) If there are funds from St. Vincent Medical Center or St. Vincent Foundation 
previously restricted to support a specific charitable organization, such funds shall be 
deposited into a fund or funds at California Community Foundation restricted to 
continuing support for such charitable organization or organizations. Such funds are 
protected against obsolescence. If the purposes of any restricted fund become 
unnecessary, incapable of fulfillment, or inconsistent with the charitable needs of the 
community served by California Community Foundation, California Community 
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Foundation's Board of Directors shall have the ability to modify any restriction or 
condition on the use such fund. 

XIX. 

For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
St. Vincent Medical Center shall submit to the Attorney General, no later than four months after 
the conclusion of each fiscal year, a report describing in detail compliance with each Condition 
set forth herein. The Chairman of the Board of Directors of St. Vincent Medical Center and the 
Chief Executive Officer at St. Vincent Medical Center shall each certify that the report is true, 
accurate, and complete and provide documentation of the review and approval of the report by 
the St. Vincent Medical Center Board of Directors and the Local Governing Board. 

xx. 
At the request of the Attorney General, all parties listed in Condition I, Integrity Healthcare, 
LLC, a Delaware limited liability company, BlueMountain Capital Management, LLC, a 
Delaware limited liability company, and any other parties 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 terms 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 information so produced to the extent that such information 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. 

XXI. 

Once the System Restructuring and Support Agreement is closed, all parties listed in Condition I, 
Integrity Healthcare, LLC, a Delaware limited liability company, BlueMountain Capital 
Management, LLC, a Delaware limited liability company, and any other parties referenced in the 
agreements listed in Condition II, are deemed to have explicitly and implicitly consented to the 
applicability and compliance with each and every Condition and to have waived any right to seek 
judicial relief with respect to each 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 remedies the Attorney General may 
have, the Attorney General shall be entitled to specific performance, injunctive relief, and such 
other equitable 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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EXHIBIT 1 




ANALYSIS OF THE HOSPITAL'S SERVICE AREA 

Service Area Definition 

As a provider of specialty services that attract patients from a greater number of ZIP Codes, the 
Hospital has both a primary and secondary service area. The Hospital's primary service area is 
comprised of 17 ZIP Codes, from which approximately 45% of its inpatient discharges originated 
in 2014. In 2014, the Hospital's market share in the primary service area was 6%. The Hospital's 
secondary service area is comprised of 22 ZIP Codes, from which approximately 18% of its 
discharges originated in 2014. In 2014, the Hospital's market share in the secondary service 
area was nearly 2%. In 2014, 63% of the Hospital's discharges originated in the combined 
primary and secondary service areas and the Hospital's combined market share was nearly 3%. 

SERVICE AREA PATIENT ORIGIN MARKET SHARE BY ZIP CODE: 2014 
Total %of cumulative% of Total Area Market 

ZIP Codes Community Discharges Discharges Discharges Dlsdtarges Share 
PRIMARY SERVJCI:: AREA 

90057 Los Angeles 546 6.5% 65% 5,309 10.3% 
90026 Los Angeles 473 5.6% 12.1% 5,239 9.0% 
90006 Los Angeles 412 4.9% 16.9% 5,167 8.0% 
90004 Los Angeles 332 3.9% 20.9% 4,754 7.0% 
90005 Los Angeles 254 3.0% 23.9% 2,694 9.4% 
90018 Los Angeles 245 2.9% 26.8% 6,008 4.1% 
90020 Los Angeles 225 2.7% 29.4% 2,658 8.5% 
90019 Los Angeles 225 2.7% 32.1% 6,062 3.7% 
90017 Los Angeles 177 2.1% 34.2% 2,208 8.0% 
90029 Los Angeles 170 2.0% 36.2% 3,707 4.6% 
90011 Los Angeles 154 1.8% 38.0% 9,625 1.6% 
90012 Los Angeles 133 1.6% 39.6% 2,846 4.7% 
90014 Los Angeles 122 1.4% 41,1% 1,373 8.9% 
90013 Los Angeles 107 1.3% 42.3% 2,431 4.4% 
90007 Los Angeles 100 1.2% 43.5% 2,840 3.5% 
90015 Los Angeles 86 1.0% 44.5% 1,634 5.3% 
90010 Los An2eles 15 0.2% 44.7% 237 6,3% 
PSA Subtotaf 3 776 44.7% 

• ... 44.7% ... 64 792 S.8% 

90037 Los Angeles 159 1.9% 1.9% 7,234 2.2% 
90016 Los Angeles 140 1.7% 3.5% 5,857 2A% 
90044 Los Angeles 129 1.5% 5.1% 11,765 1.1% 
90027 Los Angeles 120 1.4% 6.5% 4,433 2.7% 
90033 Los ,Angel es 114 1.3% 7.8% 5,991 1.9% 
90008 Los Angeles 97 1.1% 9,0% 4,664 2.1% 
90003 Los Angeles 79 0.9% 9.9% 7,920 1.0% 
90062 Los Angeles 70 0.8% 10.8% 3,915 1.8% 
90031 Los Angeles 68 0.8% 11.6% 3,246 2.1% 
90038 Los Angeles 68 0.8% 12.4% 2,136 3.2% 
90039 Los Angeles 67 0.8% 13.2% 2,506 2.7% 
90028 Los Angeles 64 0.8% 13.9% 2,956 2.2% 
90043 Los Angeles 59 0.7% 14.6% 6,246 0.9% 
90046 Los Angeles 55 0.7% 15.3% 4,116 1.3% 
90047 Los Angeles 53 0.6% 15.9% 6,888 0~% 
90042 Los Angeles 48 0.6% 16.5% 5,606 0,9% 
90065 Los Angeles 38 0.4% 16.9% 3,899 1.0% 
90041 Los Angeles 37 0.4% 17.3% 2,710 1.4% 
90036 Los Angeles 33 0.4% 17.7% 2,980 1.1% 
91204 Glendale 14 0.2% 17.9% 2,127 0.7% 
90068 Los Angeles 14 0.2% 18.1% 1,482 0.9% 
90021 Los Ami:eles 9 0.1% 18.2% 454 2.0% 
SSA Subtotal 1,535 18.2% 18.2% 99.131 1.5% 
PSA+SSA 5 a11 62.9% 163 923 32% 
Total 8446 100.0% 
Note: Excludes "ormal "ewborns 

Source:OSHPD Patient Discharge Database 
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No such patient shall be turned away because of age, race, religion, gender, sexual orientation, 
payment source or inability to pay. 

(c) For a period of not less than five (5) years following the Effective Time,_ 
Integrity acknowledges that DCHS will maintain the existing chapels at the Hospitals to be used 
for the celebration of Catholic mass and other religious services, and provide an appropriately 
staffed and funded pastoral care service at the Hospitals. 

7.7 Capital Commitment. After the Closing, DCHS shall reserve or expend the 
following amounts for capital expenditures in each of the successive five (5) years immediately 
following the Closing Date: $40,000,000.00 in each of the first three (3) years immediately 
following the Closing Date, and $30,000,000.00 in each of years 4 and 5 immediately following 
the Closing Date. Notwithstanding the preceding sentence, in the event that within the first five 
years post-Closing, one or more of the Hospitals is sold or otherwise disassociated from DCHS, 
any remaining annual Capital Commitments of the remaioing DCHS thereafter as set forth 
above, shall be reduced pro-rata based on the net reven~e for such sold or disassociated 
Hospital(s) as included in the most recently completed audited income statement. 

7.8 Intellectual Property. 

(a) Except as permitted under Section 6.13 of this Agreement, Integrity 
hereby covenants and agrees not to use the Hospital Trademarks in any manner or in any 
medium or form that includes or incorporates any Retained Marks (including, without limitation, 
the DCHS Names). Integrity further hereby covenants and. agrees that all marketing and 
advertising using the Hospital Trademarks after the Effective Time will be in a form that 
integrates the use of the name "Integrity Health System, Inc." or similar branding in connection 
with the use of such Hospital Trademarks in such marketing or advertising materials. 

(b) Except as permitted under Section 6.13, Integrity covenants not to use the 
Retained Marks or any marks or domain names that are confusingly similar to the Retained 
Marks, or any other Retained IP, in any manner and in any medium. · 

(c) Except as permitted under Section :6. 13, Integrity shall, as of the Effective 
Time, (i) discontinue the use of all corporate and trade names, letterhead and business cards that 
contain any Retained Marks (including, without limitation, the DCHS Names), (ii) use 
commercially reasonable efforts to file appropriate name:change amendments with the California 
Secretary of State, (iii) use commercially reasonable effo1ts to promptly replace or modify all 
exterior and interior fixtures that contain or comprise building signs to remove completely any 
Retained Marks (including, without limitation, the DCHS Names), and (iv) shall not 
subsequently change such names to (or otherwise use or employ) any names which contain any 
Retained Marks (including, without limitation, the OCHS Names). 

7.9 Actions Related to Legal Opinion from Bond Counsel. BlueMountain agrees to 
cooperate with and provide Orrick, Herrington & Sutcliffe LLP ("Orrick") with all requested 
documentation in order to complete the opinion described in Section 8.9, including a 501 (c)(3) 
opinion from a firm acceptable to Orrick, and BlueMountain shall obtain any valuations 
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BYLAWS OF 
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ARTICLE! 


NAME 

The name of this Corporation shall be as set forth in its Articles of Incorporation. 

ARTICLE II 

DEFINITIONS 

Section 1. Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of other entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such tem1s shall be interpreted to give 
full effect to the intent of Article XIII of these Bylaws. 

(a) Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California 
nonprofit public benefit corporation ("Verity"), or by another organization controlled by Verity. 
As used in this definition, "control" shall mean (a) the status of sole corporate member of an 
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing 
body of an organization. 

(b). Corporate Member. The tem1 "Corporate Member" shall mean Verity. 

(c) Corooration. The term "Corporation" shall mean [NAME] Medical 
Center. 

(d) Health System. The term "Health System" shall mean, collectively, 
Verity, this Corporation and the Affiliates of Verity and the Corporation. 

(e) Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

(f) Svstem Authority Matrix. The term "System Authority Matrix" shall mean 
the document as in effect from time to time which sets forth the respective responsibilities and 
authorities for Health System operatioris and decision making. 
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Section 2. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 

ARTICLE lil 

PURPOSES 

Section l. Purposes. The purposes of this Corporation are set out in its Articles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section I. Principal Office. The principal office of this Corporation shall be in the 
County of [County], State of California. 

Section 2. Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

CORPORATE MEMBERSHIP 

Section 1. Corporate Membership. The sole member of this Corporation is Verity, 
acting through its Board of Directors or otherwise as provided in Article XIII, Section 2 of these 
Bylaws or the California Nonprofit Corporation Law. 

Section 2. Rights and Powers of the Corporate Member. As the sole member of this 
Corporation under the California Nonprofit Corporation Law, the Corporate Member has all 
corresponding statutory rigl1ts and powers of membership. In addition, the Corporate Member 
has the power (which are termed the "Reserved Powers" of the Corporate Member) to take or 
approve the following actions: 

(a) Approve or change the mission, role and purpose of this Corporation; 

(b) Amend the Bylaws and Articles oflncorporation of this Corporation; 

(c) Authorize the Board of Directors to amend the bylaws, m1icles of 
incorporation or other organizational documents of any Affiliate; 

(d) Approve the fo1111ation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct Affiliate of 
this Corporation; 

(e) Fix the number and appoint and remove the Directors of this Corporation; 

2 
52829802_3Errorl Unknown document property name. 



(f) Appoint and remove the Chairperson of the Board and the President and 
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this 
Corporation; 

(g) Approve the merger, consolidation, reorganization or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

(h) Approve the acquisition, sale, lease, mortgage, transfer or other alienation 
of real or personal property of this Corporation other than in accordance with the System 
Authority Matrix; 

(i) Approve the capital and operating budgets of this Corporation or of any 
Affiliate controlled by this Corporation; 

U) Approve the incurrence of debt or guaranties of this Corporation other 
than in accordance with the System Authority Matrix; 

(k) Establish policy concerning quality of care and services for the 
Corporation and to approve any such policies of this Corporation that ai-e inconsistent with the 
System Authority Matrix; 

(1) Establish policy and procedures concerning finance and resources for the 
Corporation and to approve any such policies or procedures that are inconsistent with such 
policies or procedures; 

(m) Establish criteria for the long-range financial and strategic plans of the 
Corporation and to approve any such plans; 

(n) Establish an internal auditing program and approve any material element 
of the internal auditing program for this Corporation that is inconsistent with the internal auditing 
program established by the Corporate Member; 

(o) Approve capital expenditures by this Corporation or for any Affiliate 
controlled br this Corporation other than in accordance with the System Authority Matrix; 

(p) Approve the transfer of funds, by gift or loan, between this Corporation 
and one.or more other Affiliates of Verity and this Corporation or to any other person or entity 
other than in accordance with System Authority Matrix; and 

(q) Approve any other action by this Corporation or for any Affiliate 
controlled by this Corporation that has been established by resolution of the Corporate Member 
as requiring its approval, including, but not limited to, any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to which this 
Corporation or any Affiliate controlled by this Corporation is a party. 

Section 3. Voting By Proxy. The Corporate Member may not vote by proxy. 

3 
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Section 4. Appointment of Ofiicer or Director or Others to Act on Behalf of 
Corporate Member. Subject to applicable law and the articles of incorporation and bylaws of the 
Corporate Member, the Corporate Member's board of directors may, by resolution, appoint one 
of more officers or directors of the Corporate 'Member or one or more other persons to act on its 
behalf. in its capacity as Corporate Member of this Corporation. 

Section 5. Annual Meeting. A meeting of the Corporate Member shall be held 
annually for the purpose of appointing directors and to transact such other business as may be 
brought before such meeting. The annual meeting of the Corporate Member shall be held at such 
time and place as the board of directors of the Corporate Member determine from time to time. 

Section 6. Action bv Written Consent. Any action required or permitted to be taken 
at a meeting (whether annual, regular or special) by the Corporate Member under any provision 
of law, the Articles of Incorporation or these Bylaws may be taken without a meeting if the 
Cmvorate Member consents to such action in ·writing. Each such written consent shall be filed 
with the minutes of the proceedings of the Cmvoration. Such action by written consent shall 
have the same force and effect as a vote of the Corporate Member. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Corporate 
Member without a meeting shall state that the action was taken by written consent of the 
Corporate Member without a meeting and that the Bylaws of the Corporation authorize the 
Cmvorate Member to so act. 

ARTICLE VJ 

BOARD OF DIRECTORS 

Section 1 . Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these By laws, the Reserved Powers of the Corporate Member, the System 
Authority Matrix and the laws of the State of California, the activities and affairs of this 
Corporation shall be managed and conducted and all corporate powers shall be exercised by or 
under the direction of this Corporation's Board of Directors. To facilitate the management and 
conduct of this Corporation's activities and affairs, the Board of Directors shall establish 
corporate policies for, and formulate the basic rules and regulations governing the operatioi1 and 
management of, this Corporation and generally oversee and be responsible for the quality of care 
and the planning of services rendered by this Cmvoration. The Board of Directors may delegate 
the management and conduct of this Corporation's activities and affairs to any person or persons, 
management company, or committee however composed, provided that no delegation of 
authority by the Board of Directors to the Chief Executive Officer (as defined in Article \/Ill, 
Section 4 below), or anyone else, shall preclude the Board of Directors from exercising the 
authority required to meet its governance responsibility for the management and conduct of this 
Corporation's activities and affairs; and provided, fmiher, that any delegation of powers of the 
Board may be made only to a committee of the Board consisting only of directors and shall be 
subject to the fmiher limitations on Board committees set f01ih in A1iicle IX, Section 1 of these 
Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 2. Reserved Powers of Verity as the Corporate Member; Final Action. 
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in 
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these 
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of 
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become 
final, binding action of the Corporation when such action has been approved or ratified by final 
action of the Corporate Member acting in accordance with these Bylaws arid the bylaws of the 
Corporate Member. · 

Section 3. Number and Qualification. 

(a) The Board of Directors shall consist of not less than three (3) nor more 
than seventeen (17) members, including at least one (]) person who is a member in good 
standing of the Board of Directors of Verity. 

(b) The President and Chief Executive Officer of the Corporate Member shall 
serve as a member of the Board, ex officio. 

(c) Restriction on Interested Directors. Not more than forty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested persons 
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law. 
An interested· person is (i) any person currently being compensated by this Corporation for 
services rendered to it within the previous twelve (12) months, whether as a full-time or part
time employee, independent contractor or otherwise, but excluding any reasonable compensation 
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-in
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such 
person. However, any violation of the provision of this Section shall not affect the validity or 
enforceability of any transaction entered into by this Corporation. 

Section 4. Appointment by Corporate Member. The Directors shall be appointed by 
Verity at each annual meeting of the Corporate Member. 

Section 5. Term. Each Director (other than the President and Chief Executive Officer 
of the Corporate Member) shall hold office for a term of one (I) year or such other period set by 
the Corporate Member or until a successor is appointed and qualified or until such person sooner 
dies, resigns, is removed or becomes disqualified. 

Section 6. Removal and Filling of Vacancies. The Board of Directors may declare 
vacant the office of a Director who has been declared of unsound mind by a final order of court 
or convicted of a felony or who has missed more than half of the meetings of the Board of 
Directors during any twelve-month period other than by reason of illness, or who has been 
found, by a final order or judgmen1 of any court, to be in breach of any duty owed to the 
Corporation under Sections. 5230,5239 of the California Nonprofit Public Benefit Corporation 
Law. In the event that such office is declared vacant, a new Director to fill the unexpired p011ion · 
of the term of the Director whose office was declared vacant shall be appointed by the Corporate 
Member. 

Section 7. Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary 
or to the Board of Directors of the Corporation at its principal office: provided that, except upon 
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notice to the Attorney General, no director may resign if the Corporation would then be left 
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be 
effective upon receipt unless specified to be effective at some other time. 

Section 8. Fees and Compensation. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses. as may be fixed or determined 
by the Corporate Member. Directors may receive compensation from the corporation for 
services rendered lo it. subject to the restriction on interested Directors as set forth in Section 
3( c) above of this Article VJ. 

Section 9. Self-Dealing Transactions. This Corporation shall not enter into self-
dealing transactions. Except as provided in Section 9(a) of this Article VI, for the purpose of this 
Section, a self-dealing transaction means a transaction to which this corporation is a party and in 
which one or more of the members of its Board of Directors or officers has a material financial 
interest and which does not meet the requirements of Sections 9(b) or 9(c) of this Article VJ. 
Such a member of the Board of Directors is an "interested director" for the purpose of this 
Section. 

(a) Exceptions. The provisions of this section do not apply to any of the 
following: 

(i) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(ii) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and without 
unjustified favoritism and (ii) results in a benefit to one or more members of the Board of 
Directors or their families because they are in the class of persons intended to be benefited by the 
public or charitable program. 

(iii) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the gross receipts of 
this corporation for the preceding fiscal year or one hundred thousand dollars ($100,000). 

(b) Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(i) This Corporation entered into the transaction for its own benefit; 

(ii) The transaction was fair and reasonable as to this Corporation ai 
the time this Corporation entered into the transaction; 

(iii) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of 
the members of the Board of Directors then in office without counting the vote of the interested 
director or directors, and with knowledge of the material facts concerning the transaction and the 
director's interest in the transaction. Interested directors may be counted in detem1ining the 
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presence of a quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Section 9(c)(i) of this Article VI, action 
by a committee of the Board of Directors shall not satisfy this paragraph; and 

(iv) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith detem1ined after reasonable investigation under the 
circumstances that this corporation could not have obtained a more advantageous an-angement 
with reasonable effort under the circumstances or (ii) this corporation in fact could not have 
obtained a more advantageous an-angement with reasonable effort under the circumstances. 

(c) Subsequent Board of Directors Approval. This Corporation may enter 
into a self-dealing transaction if all of the following facts are established: 

(i) A committee or person authorized by the Board of Directors 
approved the transaction in a ma1111er consistent with the standards set forth in Section 9(b) of. 
this A1ticle VI; 

(ii) It was not reasonably practicable to obtain approval of the Board 
of Directors prior to entering into the transaction; and · 

(iii) The Board of Directors, after determining in good faith that the 
conditions of subparagraphs (i) and (ii) of this subsection (c) were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the Board of Directors 
then in office without cow1ting the vote of the interested director or directors. Interested 
directors may be counted in determining the presence of a guorwn at a meeting of the Board of 
Directors which authorizes, approves or ratifies the contract or transaction. 

ARTICLE VII 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 1. Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 2. Ammal Meeting. As soon as reasonably practicable, but no later than 
sixty (60) days after the annual meeting of the Corporate Member, the Board of Directors shall 
hold an ammal meeting for the purpose of organizing the Board, electing the officers and the 
transaction of such other business as may come before the meeting. The date of the arumal 
meeting shall be fixed by resolution. No notice of the arumal meeting of the Board of Directors 
need be given. 

Section 3. Reeular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Corporate Member may fix by resolution from time to time. No notice 
of regular meetings of the Board of Directors need be given. 
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Section 4. Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation, or by the Corporate Member. 

Section 5. Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication (including e-mail), addressed to such 
Director at her or his address as it is shown on the records of this Corporation. Such notice, if 
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting, or if 
delivered personally, telephonically or telegraphically or by e-mail, shall be received at least 
forty-eight ( 48) hours prior to the time of the meeting. 

Section 6. Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 7. Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater. shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time 
and place. The act of a majority of the Directors present at any meeting at which there is a 
quorum shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 8. Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors 1i1ay be taken without a meeting if all of the Directors individually or 
collectively shall consent in writing to such action. Such wTitten consent or consents shall be 
filed with the minutes of the proceedings of the Board. Such action by written consent shall have 
the same force and effect as the unanimous vote of such Directors. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Board without a 
meeting shall state that the action was taken by written consent of the Board of Directors without 
a meeting and that the Bylaws of the Corporation authorize its Directors to so act. · 

Section 9. Telephonic Meeting. Directors may participate in a meeting of the Board 
through the use of conference telephone or similar communication equipment, as long as all 
Directors participating in such meeting can hear one another. Paiticipation in this manner shall 
constitute presence in person at such meeting. 

Section 10. Prohibition Against Voting bv Proxv. Directors may not vote by proxy. 
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ARTICLE VIII 


CORPORATE OFFICERS 

Section 1. Officers. 

(a) The officers of this Corporation shall include a Chairperson of the Board, 
a Vice Chairperson of the Board, a President and Chief Executive Officer ("CEO"), a Chief 
Financial Officer ("CFO"), a Secretary and a Chief Medical Officer ("CMO"), all of whom shall 
be selected in accordance with the provisions of this Article VIII. Neither the Chairperson of the 
Board nor the President/CEO may serve concwTently as tl1e Secretary or CFO of this 
Corporation. 

(b) The officers of this Corporation shall be appointed by the Corporate 
Member. Each shall hold office until her or his resignation or removal, other disqualification to 
serve or w1til her or his successor shall be elected and qualified. 

(c) The Board of Directors may appoint such additional officers from among 
the members of the Board of Directors (including, for example, one (I) or more assistant 
Secretaries), as the busi11ess of this Corporation may require, each of whom shall serve for such 
period, have such authority and perform such duties as the Board of Directors from time to time 
may authorize. 

Section 2. Removal of Officers. Any officer, otl1er than the Chairperson of the Board, 
the President and CEO, tl1e CFO and the CMO, may be removed, with or without cause, by a 
majority of Directors then in office, at any regular or special meeting of ilie Board. The 
Chairperson of the Board may be removed, with or without cause, only by the Corporate 
Member, and the President/CEO may be removed, with or without cause, only by the Corporate 
Member after consultation with the Board .of Directors of this Corporation and the 
President/CEO of ilie Corporate Member. The CMO may be removed, with or wiiliout cause, 
only by the President/CEO of this Corporation with the concunence of the President/CEO of the 
Corporate Member after consultation with the Board of Directors of this Corporation. The CFO 
may be removed, with or without cause, only by the President/CEO of this Corporation witl1 the 
concurrence of the Chief Financial Officer of the Corporate Member after consultation with the 
Board of Directors of this Corporation. If a vacancy occurs in any office as a result of death, 
resignation, removal, disqualification or any other cause, the Board of Directors may delegate the 
powers and duties of such, office, except as otherwise provided in these Bylaws, to any officer or 
to any Director until such time as a successor for such office has been appointed. Any officer 
who is also a Director shall be automatically removed as such an officer upon her or his removal 
as a Director in accordance with the provisions of A1ticle VI, Section 6 of these Bylaws. 

Section 3. Chairperson of the Board. The Chairperson of the Board shall be 
appointed by the Corporate Member in c01111ection with the appointment of the Directors. The 
Chairperson of the Board shall have the powers and duties usually associated with such office. 
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise 
activities of the Board, and serve as an ex officio voting member of all Board con1111ittees. 
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Section 4. President and Chief Executive Officer. The President/CEO shall be the 
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a 
member of the Verity executive team. The President/CEO shall be appointed by the Corporate 
Member after consultation with this Corporation's Board of Directors and the President/CEO of 
the Corporate Member. He or she shall serve such term as may be determined by the Board of 
Directors. He or she shall rep011 to and be accountable lo this Corporation's Board of Directors 
and to the President/CEO of the Corporate Member and shall have general supervision, direction 
and control of the business, employees and independent contractors of this Corporation and shall 
be held responsible for the proper functioning and management of this Corporation. The 
President/CEO shall possess the degree ofeducation and experience appropriate to the proper 
discharge of these responsibilities and, if a management or employment agreement may be in 
effect, meet all of the requirements set forth in the management or employment agreement. The 
President/CEO may sign, with the Secretary or any other officer of this Corporation as 
authorized by this Corporation's Board of Directors, any instrument which this Corporation's 
Board of Directors has authorized to be executed. The Chairperson of the Board of this 
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic 
performance reviews of the President/CEO of this Corporation, taking into account the advice 
and comments of this. Corporation's Board of Directors. Subject to the control of this 
Corporation's Board of Directors and the direction of the Corporate Member, the President/CEO 

. shall organize the administrative functions of this Corporation, delegate duties and establish 
formal means of accountability on the part of her or his subordinate officers. The President/CEO 
shall have the general powers and duties of management usually vested in the chief executive 
officer under the California Nonprofit Public Benefit Corporation Law and shall have other 
powers and duties as may be prescribed by this Corporation's Board of Directors, these Bylaws, 
and the policies of the Corporate Member. 

Section 5. Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfom1 all· duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or CFO, to act as Chai1verson of the Board. 

Section 6. Secretary. The Secretary shall be appointed initially by the Corpornte 
Member and thereafter shall be elected from among the Directors and shall keep or cause to be 
kept at the principal office or at such other place as the Board of Directors may determine, a 
book of minutes of all meetings of the Directors, whether annual, regular or special, with the 
time and place of the meeting, the notice given, the names of those present at the meeting, the 
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or 
cause to be given notice of all meetings of the Board of Directors required by these Bylaws or by 
law. The Secretary shall have such other powers and perform such other duties as may be 
prescribed by the Board of Directors or these Bylaws. 

Section 7. Chief Financial Officer. The CFO shall and according to the direction of 
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and 
maintained, adequate and correct books and records of accounts of the properties and business 
transactions of this Corporation, including accounts of its assets, liabilities, receipts, 

10 
52829802_3Error1 Unknown document property name. 



disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables 
in the name and to the credit of this Corporation with such depositaries as may be designated by 
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered 
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief 
Financial Officer of the Corporate Member,· whenever they request it, an account of all 
transactions and of the financial condition of this Corporation, and shall have other powers and 
perform such other duties as may be prescribed by the Board of Directors or these Bylaws. 
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation 
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate 
Member after consultation with the Board of Directors of this Corporation. He or she shall serve 
such term as may be determined by the Board of Directors. He or she shall report to and be 
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the 
Corporate Member. 

Section 8. Chief Medical Officer. The CMO shall have administrative oversight over 
the clinical programs and related activities of each chapter of this Corporation. The CMO shall 
manage physician relationships and clinical provider staff, including the provision of physician 
support services, the conduct of physician outreach activities and this Corporation's 
participation in education and research activities. In addition, the CMO shall coordinate clinical 
quality standards. The CMO shall be appointed by and shall be subject to removal by the 
President/CEO of this Corporation with the concurrence of the President/CEO of the Corporate 
Member after consultation with the Board of Directors of this Corporation, and shall rep01i to 
and be accountable to the Board of Directors of this Corporation and to the President/CEO of 
this Corporation and the President/CEO of the Corporate Member. 

Section 9. Rep01iing Relationship of Certain Comorate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Cow1sel shall report to and be accountable to the Board of 
Directors and the President/CEO and each of them shall be entitled to confidential access to the 
Chairperson and other members of the Board of Directors as necessary or advisable to can·y out 
such person's duties in such position. 

Section I 0. Resignation. Any officer may resign at any time by giving written notice 
to.this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, w1less. otherwise specified in that notice, the 
acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under 
any contract to which the officer is a pmiy. 

Section 11. Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled -in the maimer prescribed in these 
Bylaws for regular appointments to that office. 
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ARTICLE IX 

COMMITTEES 

Section 1. Generally. 

(a) The Board of Directors may by resolution establish (l) Committees of the 
Board which shall have legal authority to act for this Corporation, subject to the authority of any 
Health System-wide committees appointed by Verity, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure of the 
Board. Any Committee of the Board which shall have legal authority to act for this Corporation, 
to the extent provided in a resolution of the Board adopted by a majority of the Directors then in 
office, shall have all authority of the Board, except with respect to: 

(i) 	 The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require 
approval of the Corporate Member, or a majority of this 
Corporation's Board of Directors; 

(ii) 	 The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(iii) 	 The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or 
repealable; 

(iv) 	 The appointment of other Committees of the Board or members 
thereof; or 

(v) 	 The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit 
Corporation Law. 

(b) The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such prescription, 
such committee shall have the power to prescribe the mam1er in which its proceedings shall be 
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the 
regular and special meetings and other actions of any committee shall be governed by the 
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings 
and shall report the same to the Board from time to time, as the Board of Directors may require. 
The Board of Directors shall review the charter of each committee governed by a charter at least 
once every two years. 

Section 2. · Committees of the Board. Only Directors may be appointed as members of 
Committees of the Board. Each Committee of the Board shall consist of two or more Directors. 
The Chairperson and members of Committees of the Board shall be appointed by the Board of 
Directors by resolution adopted by a majority of the Directors then in office. The Board may 
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designate one or more Directors as alternate members of any such committee, who may replace 
any absent member at any meeting of the committee. 

Section 3. Advisory Committees. Advisory C01mnittees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 4. Executive Connnittee: 

(a) There may be an Executive Committee which, if established, shall consist 
of some such members of the Board of Directors as the Board may designate. The Chairperson 
of the Executive Committee shall be the person then serving as Chairperson of the Board. The 
Executive Committee shall have authority to act for this Corporation, subject to the provisions of 
Section I of this Article. 

(b) The establislnnent of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual Director of any 
responsibility imposed on it or him or her by law, by the Articles of Incorporation of this 
Corporation or these Bylaws. 

(c) The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be given to its 
members and no act of the Executive Committee shall be valid unless approved by the vote of a 
majority, or by the unanimous written consent, of its members. 

Section 5. Finance Committee. The Finance Conm1ittee shall be an Advisory 
Connnittee and shall operate in accordance with a charter adopted by the Board of Directors as in 
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or 
shall be capable of becoming familiar with basic financial statements and accounting principles, 
and all of whom shall be deemed by the Board of Directors to be free of any relationship that 
would interfere.with independent judgment. The members of the Committee shall include the 
President and Chief Executive Officer of the Corporation, the Treasurer of the Corporation, the 
Chief Financial Officer of the Corporate Member, and at least one other person who is not an 
officer of the Corporation. The Committee shall have general surveillance over the finances of 
the Corporation, shall approve the ammal budget of and any financial statements prepared by the 
Corporation, and shall make regnlar reports and recommendations to the Board of Directors. If 
there is no separate Audit Committee, the Finance Committee shall be responsible for 
performing the functions of the Audit Conm1ittee as set forth in these Bylaws. 

Section 6. Audit Committee. The Audit Conm1ittee shall be an Advisory Committee 
and shall operate in accordance with a charter adopted by the Board of Directors as in effect 
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall 
be capable of becoming familiar with basic financial statements and accounting principles, and 
all of whom shall be deemed by the Board of Directors to be free of any relationship that would 
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interfere with independent judgment. The Committee shall meet quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all members 
who are employees of the Corporation or any Affiliate controlled by the Corporation. The 
Committee shall have general surveillance over the auditing of the financial records of the 
C01voration, shall approve the financial statements prepared by the Corporation, and shall make 
regular reports and recommendations to the Board of Directors, all subject to the authority of the 
audit committee of Verity or any Health System-wide audit committee that may be established 
by Verity from time-to-lime. 

Section 7. Quality and Patient Safety Committee. The Quality and Patient Safety 
Committee shall be an Advisory Committee and shall operate in accordance with a charter 
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety 
Committee shall consist of not fewer than three members, all of whom shall be or shall b_e 
capable of becoming familiar with basic issues and requirements affecting the quality 
performance of acute-care hospitals. At least one member of the Committee shall be a Director, 
and at least one shall be the Chief Medical Officer of the Corporation or. if none exists, the Chief 
of Staff or other senior physician practicing in a facility affiliated with the C01voration, 
appointed by the Board of Directors, and the President and Chief Executive Officer of the 
Corporation and the Vice President of Quality of the Corporate Member shall be each a member 
ex officio with vote. The Quality and Patient Safety Committee shall meet a minimum of six 
times a year, shall present regular reports to the Board of Directors and shall oversee the 
establishment and implementation of an ongoing quality assurance program in accordance with 
its charter, including, for example and without limitation: review ofrep01ts from the 
administration and the medical staff of the Corporation addressing quality performance, 
assessment of the impact of the Committee's.oversight on quality performance, review of 
information regarding patient experience; evaluation of the adequacy of resources allocated to 
quality improvement. and monitoring of participation in national quality improvement efforts. 

Section 8. Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such commitlee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the commitlee. The Chairperson and each member of 
a special committee shall. serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 9. Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 10. Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than two (2), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 
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ARTICLEX 

MEDICAL STAFF 

Section I. Organization. Appointments and Hearings. 

(a) The Corporation shall maintain an organized medical staff that is 
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority 
and responsibility for the oversight and delivery of health care rendered by all licensed 
independent practitioners and other practitioners granted practice privileges at heal'th facilities 
licensed in the name of this Corporation. The Board of Directors shall organize the physicians, 
dentists, podiatrists and such other categories as may be pe1mitted by law and granted practice 
privileges at health facilities licensed in the name of this Corporation into one or more staffs 
("Medical Staff) under Medical Staff bylaws approved by the Board of Directors. The Board of 
Directors shall also make provision for credentialing and privileging through the medical staff 
process of such categories of licensed independent practitioners and other practitioners as the 
Board of Directors may authorize under Medical Staff bylaws approved by the Board of 
Directors) the "Allied Health Professional Staff). The Board of Directors shall consider 
recommendations of the Medical Staff and appoint to the Medical Staff and the Allied Health 
Professional Staff such practitioners as meet the qualifications for membership and privileges set 
forth in the Medical Staff bylaws. Only members of the Medical Staff may admit patients. Each 
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate 
authority and responsibility for the care of her or his patients, subject to the limits of her or his 
licensure and privileges, as delineated by the Board of Directors, and subject to such limits as are 
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff. 

(b) All applications for appointment to the Medical Staff and the Allied 
Health Professional Staff shall be in writing and addressed to the Medical Staff secretary. They 
shall contain full information concerning the applicant's education, licensure, practice, previous 
hospital experience and any history with regard to licensure and hospital privileges. 

(c) All appointments to the Medical Staff and the Allied Health Professional 
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon 
re-application. When an appointment is denied or not renewed, or when privileges have been or 
are proposed to be denied, reduced, suspended or terminated, the affected practitioner shall be 
afforded a fair hearing and review conducted in accordance with the hearing and appeal 
provisions of the Medical Staff bylaws. 

(d) Liaison among the Board, Administration, the Medical Staff and the 
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors 
from time to time. 

Section 2. Medical Care and Evaluation. 

(a) The Medical Staff shall be responsible to the Board of Directors for 
providing appropriate professional care to patients and for overseeing the quality of care, 
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff, 

15 
52829802_3Error! Unknown document property name. 



evaluating the competency of practitioners, delineating the privileges of members of the Medical 
Staff and the Allied Health Professional Staff, and providing leadership in performance 
improvement activities of the Corporation. 

(b) The Board of Directors, in the exercise of its responsibility to establish. 
maintain and support an ongoing performance improvement program, shall delegate to the 
Medical Staff initial authority for assuring appropriate professional care by members of the 
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a 
continuing review, analysis, and appraisal of the quality of care provided by members of the 
Medical Staff and the Allied Health Professional Staff and an appropriate response to findings. 
Such performance improvement activities shall be regularly rep011ed, together with their results 
and recommended responses, to the Board of Directors. 

(c) The Medical Staff and the Allied Health Professional Staff shall maintain 
adequate and accurate medical records for all patients. 

(d) The Medical Staff shall make recommendations to the Board of Directors 
concerning: 

(i) 	 Appointments, re-appointments and alterations to Medical Staff 
and Allied Health Professional Staff status; 

(ii) 	 Granting, revocation and alteration of privileges; 

(iii) 	 Corrective and disciplinary actions; 

(iv) 	 All matters relating to professional competency; and 

(v) 	 Such specific matters as may be referred to it by the Board of 
Directors. 

Section 3. Medical Staff Bylaws. 

(a) There shall be Bylaws, Rules and Regulations for the Medical Staff setting 
f011h its organization and government. Proposed Medical Staff bylaws, rules and regulations 

· shall be recomniended and approved by the Medical Staff and shall become effective only upon 
their approval by the Board of Directors, which approval shall not be unreasonably withheld. 

(b) The Medical Staff Bylaws shall include procedures for: 

(i) 	 written, well-defined criteria for appointment, precluding the 
possibility of discrimination according to color, national origin, 
race, creed, sex or age; 

(ii) 	 appointment reappointment, delineation of privileges, curtailment 
and revocation of privileges; 
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(iii) an appeals mechanism for review of decisions to deny, curtail or 
revoke privileges; 

(iv) 	 a performance improvement progran1 by which patient care 1s 
regularly evaluated and verification of this evaluation and of 
responsive actions taken is provided to the Board of Directors; 

(v) 	 attestation by signature of each practitioner that he or she will 
abide by the Medical Staff Bylaws, Rules and Regulations and the 
policies of the Corporation and Health System; 

(vi) 	 communication between the Board of Directors and the Medical 
Staff through the Executive Committee of the Medical Staff; 

(vii) 	 requiring that only a licensed practitioner with clinical privileges 
shall be directly responsible for a patient's diagnosis and treatment 
within the area of. such practitioner's privileges; each patient's 
general medical condition shall be the responsibility of a physician 
member of the Medical Staff; each patient admitted shall receive a 
baseline history and physical examination by a physician or other 
licensee who has the requisite privileges; a physician member of 
the Medical Staff shall be responsible for the care of any medical 
problems that may be present at the time of admission or that may 
arise during hospitalization; 

(viii) 	 the selection and appointment of officers of the Medical Staff and 
of Medical Staff' department chairpersons, all of whom shall be 
subject to approval of the Board of Directors; 

(ix) 	 restricting membership in the Medical Staff to physicians, dentists, 
podiatrists and, when authorized, clinical psychologists, and 
membership in the Allied Health Professional Staff to licensed 
independent practitioners in cat~gories approved for privileges 
who are competent in their respective fields, worthy in character 
and in professional ethics; and 

(x) 	 maintaining self-government by the Medical, Staff with respect to 
the professional work performed at the Corporation and periodic 
meetings of the Medical Staff to review and analyze clinical 

· experience at regular intervals, with patient medical records as the 
basis for such review and analysis. 

(c) 	 The Medical Staff Bylaws shall provide that: 

(i) 	 there shall be no discrimination with respect to Medical Staff 
privileges or the provision of professional services against a 
licensed physician on the basis of whether that physician holds an 
M.D. or a D.O. degree; and 
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(ii) 	 whenever staffing requirements for a service mandate that the 
physician responsible for. the service be ce1tified or eligible for 
ce1tification by an appropriate American Medical board, such 
position may be filled by an osteopathic physician who is ce1iified 
or eligible for certification by the equivalent appropriate American 
osteopathic board. 

Section 4. Medico-Administrative Personnel. Except as sp.ecified in written 
requirements for such positions, physicians and specified professional personnel engaged by this 
Corporation either full time or pmt time as employees or independent contractors in any rnedico
adrninistrative positions, shall not be required to maintain membership on the Medical Staff 
Members of the Medical Staff in medico-administrative positions may be terminated from their 
contractual relationship with this Corporation according to corporate policy or according to the 
terms of their contracts. 

ARTICLE XI 

GENERAL PROVISIONS 

Section I. Voting Interests. Subject to the limitations of Article VJ, Section 2 of 
these Bylaws (Reserved Powers of the Corporate Member), the Corporation may vote any and all 
shares or other voting securities held by it in any other corporation or other entity and may 
exercise any and all membership rights held by it in any other corporation. Such action shall be 
unde1taken or evidenced on behalf of this Corporation by such officer, agent or proxy as the 
Board of Directors may appoint or, in the absence of m1y such appointment, by the Chairperson 
of the Board or by an officer who is also a Director and, in such case, such person may likewise 
appoint a proxy to vote such securities. 

Section 2. Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 3. Execution of Contracts. Except as otherwise provided in these Bylaws, 
and subject to the System Authority Matrix, the Board of Directors may authorize any officer or 
officers, agent or agents to enter into any contract or execute any instrument in the name of and 
on behalf of this Corporation and such authority may be general or confined to specific instances . 

. Unless so authorized by the Board of Directors, no officer, agent or employee shall have any 
power or authority to bind this Corporation by any contract or engagement or to pledge its credit 
or to render it liable for any purpose or in any amount. · 

Section 4. Inspection of Corporate Records. The accounting books and records of 
this Corporation, the minutes of proceedings of this Corporation's Board of Directors and 
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as 
member of this Corporation shall be open to inspection upon the written request by the Corporate 
Member or any Director at any reasonable time and for any purpose reasonably related to the 
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interests of the Corporate Member, or the Director, as applicable. Such inspection may be made 
in person or by an agent or attorney. 

Section 5. Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation and to the Corporate Member, no later than one hundred 
twenty (120) days.after the close of this Corporation's fiscal or calendar year. Such annual report 
shall be prepared in conforn1ity with requirements of the California Nonprofit Corporation Law. 

Section 6. Fiscal Year. The fiscal year of this Corporation shall begin on the first day 
of July each year and end on June 30th of the following year. 

Section 7. Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and 
recommend revisions to the Corporate Member as necessary to assure their compliance with all 
relevant requirenients for Jicensure and accreditation of the health care facilities of the 
Corporation by state agencies and The Joint Commission, respectively. 

Section 8. Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement, such audited financial st.atement shall be made available 
for inspection by the California Attorney General and by all members of the public no later than 
nine months after the close of the relevant fiscal year in the same manner as the Corporation's 
Internal Revenue Service Form 990. Each annual financial statement shall be made available to 
the public for three years. 

Section 9. Executive Compensation Review and Approval. The Board, or any 
authorized Committee of the Board, shall review and approve the compensation, including 
benefits, of the President and CEO and the CFO to ensure that each such officer's compensation 
is just and reasonable. Such review and approval shall occur when the officer is initially hired, 
whenever the officer's term of employment is renewed or extended, and when the officer's 
compensation is modified, unless such modification applies to substantially all employees. 

ARTICLE XII 

INDEMNIFICATION AND INSURANCE 

Section 1. Indemnification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the law requires it shall, indenmify against liability 
and hold hannless any person who was or is a party to or is threatened to be a pmiy to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or other agent of this Corporation when serving in an official 
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a 
member, director, officer, employee or other agent of m1other corporation, domestic or foreign, 
nonprofit or for-profit, pmtnership, joint venture, trust or other enterprise. The foregoing rights 
of indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable Jaw, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of 
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the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent 
such action, suit or proceeding survives the death of such person. 

Section 2. Pavment of Expenses. This Corporation may pay expenses, including 
attorney's fees, incurred in defending any action, suit or proceeding referred lo in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 3. Insurance. This Corporation may purchase and maintain insurance on 
behalf of any person who is or was a Director, officer, employee or other agent of this 
Corporation when serving in an official capacity on behalf of this Corporation, or is or was 
serving at the request of this C01voration as a member, director, officer, employee or other agent 
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, 
trust or other ente1vrise, against any claim or liability asserted against such person and incurred 
in any such capacity, or arising· out of such .person's status as such, whether oi· not this 
Corporation would be required or would have the power to indemnify such person against such 
liability under this Article or otherwise. 

ARTICLE XIII 

MAINTAINING A UNIFIED HEAL TH SYSTEM 
' 

Section 1. Generallv. ln order to ensure the relationships between organizations in 
the Health System that are necessary to maintain a unified system, this Corporation. in 
accordance with policies established by the Corporate Member, shall require that the governing 
document or documents of any entity of which this Corporation is the sole member or controlling 
organization contain the following: 

(a) Provisions that reserve to this Co1voration the powers over such entity as 
may be required by applicable Health System policies; 

(b) Provisions that reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

(c) Provisions that require such entity to require that the governing document 
or documents of organizations it controls contain a provision that reserves to this Corporation, to 
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set 
forth in these Bylaws, the governing document or documents of such entity or applicable Health 
System policies. The term "governing document or documents" is used in this Article as a 
generic term to describe the organizational doc.uments by which an entity is legally formed in a 
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing 
resolutions, articles of paiinership, joint venture agreements, operating agreements and any other 
document that creates or governs the organization or entity. 

Section 2. Exercise of Reserved Powers. All action by this Corporation as the sole 
member or controlling person of an Affiliate shall be taken by this Corporation's Board of 
Directors. 
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ARTICLE XIV 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 

ARTICLE XV 

AMENDMENTS 

These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affirmative vote of the Corporate Member. 
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EXHIBIT4 




Draji 

FORM OF AMENDED AND RESTATED ARTICLES FOR DIRECT SUBSIDIARY 
HOSPITALS OF VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


[NAME) 


The undersigned certify that: 

l. I. They are the President/CEO and the Secretary, respectively, of [NAME], a 
California nonprofit religious corporation (the "Corporation") 

2. The Articles oflncorporation of this Corporation shall be amended and restated to 
read in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and c01Tect of our own knowledge. 

Date: __________,. 2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


ARTICLE I 


The name of this Corporation is ''[NAME]" 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not organized for 
the private gain of any person. It is organized under the Nonprofit Public Benefit Corporation 
Law of the State of California for public and charitable purposes. In furtherance of the foregoing, 
this Corporation may do all of the following: (]) establish, acquire, develop, operate, lease, 
manage, and maintain acute care hospitals and appurtenant facilities; (2) promote and carry on 
scientific research related to the delivery of health care services; (3) establish, manage, and 
maintain various types of health plans, utilizing health delivery systems designed and 
coordinated to maximize benefits to the communities served; (4) participate in any activity 
designed and carried on to promote the general health of the community; and (5) make 
donations, transfer assets, and provide other forms of aid and assistance to, for the benefit of, or 
in connection with Verity Health System of California, Inc., a California nonprofit public benefit 
corporation ("Verity") or any of its affiliates. Notwithstanding the foregoing specific statement 
of purposes. the Corporation shall have and may exercise all of the power of a California 
nonprofit public benefit corporation, but only in furtherance of the above purposes. 

B. In addition to the foregoing purposes, this Corporation is organized and operated 
primarily for charitable, scientific and educational purposes within the meaning of§ 501 (c)(3) of 
the Internal Revenue Code of 1986, as amended (or the c01Tesponding provision of any future 
United States Internal Revenue Law) (the "]RC"), and for scientific and charitable and 
educational purposes within the meaning of§ 2 l 4(a)( 15) of the California Revenue and Taxation 
Code (or the conesponding section of any future California revenue and tax law) (the ··R&TC"). 
In furtherance of these purposes, this Corporation may: 

(]) Support and foster the corporate puq,oses of Verity. and aid. assist 
and confer benefits upon Verity and its affiliates. 

(2) Cooperate with health care institutions and membership institutions 
of Verity in their respective efforts to promote quality service at reasonable rates. 

(3) Promote cooperation and the exchange of knowledge and 
experience within the health system established and operated by Verity. 
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(4) Engage in any lavdul activities within the purposes and powers for 
which a corporation may be organized under the California Nonprofit Public 
Benefit Corporation Law and as may be necessary or expedient for the 
administration of the affairs and attainment of the purposes of this Corporation. 

(5) Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 501 (c)(3) of the IRC and within the meaning of 
§ 214(a)(6) of the R&TC, in the course ofwhich operation: 

(a) 	 No part of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on of propaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political can1paign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 50l(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170(c)(2) of the IRC, or ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The name and address in the State of California of this Corporation's agent for 
service of process is: 
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ARTICLE IV 

The street and mailing address of this Corporation is [ADDRESS]. 

ARTICLE V 

This Corporation shall have one member (the '·Corporate Member"). The 
Corporate Member shall be Verity. 

ARTICLE VI 

The property and assets of this Corporation are irrevocably dedicated to 
charitable, educational and scientific purposes meeting the requirements of§ 214 of the R&TC. 
Upon the winding up and dissolution of this Corporation, its assets remaining, after payment or 
adequate provision for payment of all debts and obligations of this Corporation. shall be 
distributed in accordance with a plan of liquidation approved by the Board of Directors to: (a) the 
Corporate Member, if it is organized and operated exclusively for public and charitable purposes 
and has established its tax exempt status under Section 501 ( c )(3) of the Internal Revenue Code of 
1986, as amended, or if for any reason it is unable to take such assets for such purpose; (b) such 
organization or organizations detennined by the Board of Directors and organized and operated 
exclusively for charitable, educational or scientific purposes as shall at the time qualify as an 
exempt organization or organizations under§ 501(c)(3) of the !RC and under§ 214 of the 
R&TC. No assets shall be distributed to any organization if any paii of the net earnings of such 
organization inures to the benefit of any private person or individual, or if a substantial part of the 
activities of such orgai1ization is the carrying on of propaganda or otherwise attempting to 
influence legislation, or if the orgai1ization participates in, or intervenes in (including the 
publishing or distribution of statements) any political campaign on behalf of any candidate for 
public office, or if the organization carries on any other activities not permitted to be carried on 
(i) by a corporation exempt from federal income tax Lmder § 501 (c)(3) of the ]RC and meeting 
the requirements of§ 214 of the R&TC or (ii) by a corporation, contributions to which are 
deductible under§ 170(c)(2) of the !RC. 

ARTICLE VII 

These A1iicles shall be amended only upon approval by this Corporation ·s Board 
of Directors and the Corporate Member. 
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EXHIBIT 5 




IJ Daughters of Charity 
_. .._ J-l callh S)'stcm - .

If 
DCHS POLICJES AND PROCEDURES 


SECTION 04: CORPORATE RESPONSIBILITY 


POLICY/PROCEDURE#: 04.01.01 

TITLE: CONFLICT OF INTERESTS DISCLOSURES BY THE 
BOARD OF DIIIBCTORS AND BOARD 
COMMITTEES 

BOARD APPROVAL DATE: May 23, 2008 

EFFECTIVE DATE: May 23, 2008 

. REVISION DATE: December 2, 2011 

.~$=
Robert Issai, President /CEO 

Reference to Policy/Procedure#: 04.01.02 	 Conflict oflnterests Disclosures by Covered 
Associates, Physician Leaders, and Other 
Designated Persons 

Purpose 

The purpose of this policy is to protect the Corporation's interests when it is contemplating 
entering into a transaction or arrangement that may also benefit a Director and/or family member 
personally. 

This policy applies to Board members, Board officers, and members of Board committees, herein 
referred to as "Directors". A related policy (Policy/Procedure 04.01.02 "Conflict oflnterests 
Disclosures by Covered Associates, Physician Leaders, and Other Designated Persons") applies 
to associates (including employed officers and other members of senior management) and 
physician leaders. A conflict of interests exists when a Director has a personal financial interest 
that may influence the decisions that the Director makes on behalf of the Corporation. 

This policy provides a systematic and ongoing method of assisting Directors in disclosing and 
addressing potential and actual conflicts of interests. 
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Principles 

Directors must exercise their fiduciary duties in a manner consistent with the mission and values 
of Daughters of Charity Health System (DCHS). Directors must exercise the utmost good faith 
and fair dealing in alJ transactions touching their duties to the Corporation, scrupulously avoiding 
conflicts of interests, whether potential, actua1 orperceived, to ensure that the Corporation and 
its Board of Directors conduct activities in a fair and unbiased manner. 

Definitions 

For the purpose of this Policy/Procedure, the following definitions apply: 

1. 	 Corporation: DCHS and its affiliates including, but not limited to, O'Connor Hospital, Saint 
Louise Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, St. 
Vincent Dialysis Center, Seton Medical Center, Seton Coastside, Caritas Business.Services, 
O'Connor Hospital Foundation, Saint Louise Regional Hospital Foundation, Seton Health 
Services Foundation, St. Francis Medical Center of Lynwood Foundation, St. Vincent 
Foundation, and the DCHS Medical Foundation. 

2. 	 Family: Anyone related to the Director thro11g!;i bJ_ood, marriage, adoption, domestic 
partnership, or anyon,e living in the Director's:household. 

3. 	 Favors: Something offered without requesting the monetary value in return, such as 
discounts, meals, entertainment, tuition, seminars, and conferences. 

4. 	 Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• 	 Ownership or investment interest in; or 

• 	 Compensation arrangement with; or 

• 	 Other economic interest in any of the following: 

i. 	 The Corporation; or 
ii. 	 Any entity or individual with which the Corporation has a transaction or 

arrangement; or 
iii. 	Any entity or individual with which the Corporation is negotiating a transaction or 

arrangement; or 
iv. Any entity or individual that competes with the Corporation. 

"Compensation" includes direct and/or indirect remuneration, as well as gifts or Favors 
in excess of $300 in any calendar year. 

"Ownership or investment" excludes interests of less than 1 % in entities whose securities 
are publicly listed and have $75 million or more of stock.holders equity. 
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5. 	 Potential Conflict of Interests: A Financial Interest is not necessarily a conflict of interests. 
Directors have a duty to disclose all Financial Interests for purposes of evaluation. The 
Board or Board committee, as applicable, shall decide whether a conflict of interests exists. 

Procedures . 

1. 	 Duty to Disclose 

Directors have an ongoing duty to disclose Financial Interests, when such Financial Interests 
may be potential or actual conflicts of interests. Directors have a duty to disclose Financial 
Interests relating to specific corporate transactions, annually, and otherwise during the year, in 
accordance with the procedures below. 

2. 	 Disclosures Related to Specific Corporate Transactions 

When a potential conflict of interests arises or any situation arises in which a Director may be in 
doubt, the Director must disclose the material facts to the other Board members or Board 
committee. Disclosure of the Financial Interest shall be made prior to the Board or committee 
voting on such transaction or arrangement. Such disclosure may be made in person or in writing, 
as the Chair of the Board or committee may direct. 

After disclosure of the Financial Interest and all material facts, the Director may be asked to 
clarify or provide additional information relevant to the Financial Interest. After all needed · 
information is obtained by the Board or committee, the Director shall not be present during 
evaluation of the disclosure. The remaining Board or committee members shall decide if a 
conflict of interests exists. 

If a determination is made that a conflict of interests does indeed exist, action may be taken as 
listed below. 

A. The Chair of the Board or committee may, if appropriate, appoint a disinterested Director 
or committee to consider alternatives to the proposed transaction or arrangement. 

B. 	 After exercising due diligence, the disinterested members of the Board or committee shall 
determine whether the Corporation can obtain a more advantageous transaction or 
arrangement with reasonable efforts from a person or entity that would not give rise to a 
conflict of interests. · · 

C. 	 If a more advantageous transaction or arrangement is not reasonably attainable under 
circumstances that would not give rise to a conflict of interests, the Board or committee 
shall determine by a majority vote of the disinterested Directors or committee members 
whether the transaction or arrangement is fair and reasonable to the Corporation and shall 
make its decision as to whether to enter into the transaction or arrangement in conformity 
with such determination. 
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D. 	 The Director shall not be present when the transaction is voted on and only disinterested 
Directors or committee members may vote to approve the transaction. 

E. 	 At their discretion, disinterested Board or committee mem hers may require the Director 
to leave the room while the proposed transaction is discussed. The disinterested members 
shall balance the need for independence of the determination with the need to have the 
Director on hand to answer questions or provide additional information to assist the · 
Board or committee. 

F. 	 To the extent permitted by applicable state law and the Corporation's governing 
documents, Directors may be counted in determining the presence of a quorum of a 
meeting where a potential conflict of interests has been disclosed. 

G. 	 Prior to corporate approval of a.contract or transaction in which a Financial Interest of a 
Director has been identified, counsel shall be consulted to determine whether any 
additional. steps ·before such approval arexequired :under ·California .or federal ·law, 
including the• California Nonpmofit Corporation Law and.the Internal Revenue Code and 
accompanying.regulations. 

3. 	 Annual and Ongoing Disclosure Requirements for Directors 

A. 	 Annual Disclosure-Statement:. The President and Chief Executive Officer of the 
Corporation or designee shall annually send•the Conflict oflnterests'Disclosure 
Statement-to all Divectors, immediately folfowing the annual meeting .of.the Board of 
Directors. Not later than January 31 of each year, each Director shall complete and sign a 
Conflict of Interests Disclosure Statement in the Exhibit to this policy. 

B. 	 Ongoing Requirements for Disclosures by Directors: If.any .Financial Interest of a 
Director changes which gives rise to a potential or actual conflict of interests while the 
Director is serving, the Director shall promptly provide an updated Conflict of Interests 
Disclosure Statement to the Chair of the Board. 

C. 	 Directors shaH submit completed Conflict oflnterests Disclosure Statements to the Chair 
of the Board. Conflictofinterests Disclosure Statements shall be made a matter of 
record. 

D. 	 The information of each Conflict ofinterests Statement can be compiled into a summary 
report for review by the Chair of the Board at their request. 

E. 	 The Chair of the Board will address any conflict of interests issues. 

F. 	 The Chair of the Board will report all Director conflict of interests findings (if any) and 
resolutions to the Board of Directors. 
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4. 	 Documentation of Disclosures 

A. 	 The minutes of the Board and all Board committees will contain the following: 

i. 	 The name of each Director who disclosed or otherwise was found to have a Financial 
Interest that was an actual or potential conflict of interests, a general statement as to 
the nature of the interest, the evaluation, and the Board's or committee's determination 
as to whether a conflict of interests in fact existed. 

ii. 	 The names of the persons who were present for discussions and votes relating to the 
transaction, a summary of the discussion that identifies whether any alternatives to 
the proposed transaction were considered, and a record of any votes taken in 
connection therewith. 

B. 	 The President/CEO or designee shall maintain for 10 years a confidential record of the 
disclosure, evaluation of the facts, conclusion, and (if any) action taken to address the 
conflict. 

5. 	 Violations of this Policy 

A. 	 If the Board or committee has reasonable cause to believe that a Director has failed to 
disclose an actual or potential conflict of interests, it shall inform the Director of the basis 
for such belief and afford the Director an opportunity to explain the alleged failure to 
disclose. 

B. 	After hearing the response of the Director and making such further investigation, as may 
be warranted, if the Board or committee determines that the Director has failed to 
disclose an actual or potential conflict of interests, it will take such action as it considers 
appropriate, which may include disciplinary and corrective action. 

6. 	 Members Precluded from Voting on Matters relating to Compensation 

A. 	 Voting Member of Board: A voting member of the Board of Directors who receives 
compensation, directly or indirectly, from the Corporation for services is precluded from 
voting on matters pertaining to that member's compensation. 

B. 	Physician Member ofBoard: A physician who is a voting member of the Board of 
Directors and receives compensation, directly or indirectly, from the Corporation is 
precluded from discussing and voting on matters pertaining to the member's or another 
physician's compensation. No physician or physician Director, either individually or 
collectively, is prohibited from providing information to the Board of Directors .regarding 
physician compensation. 

C. 	 Voting Member of Committee: A voting member of any committee whose jurisdiction 
includes compensation matters and who receives compensation, directly or indirectly, 
from the Corporation for services is precluded from voting on matters pertaining to that 
member's compensation. 
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D. 	 Physician Participation on Committee: Physicians who receive compensation, directly or 
indirectly, from the Corporation, whether as employees or independent contractors, are 
precluded from membership on any committee whose jurisdiction includes compensation 
matters. No physician, either individually or collectively, is prohibited from providing 
information to any committee regarding physician compensation. 

7. Confidentiality Agreement 

Each Director shall sign a Confidentiality Agreement in order to protect the 
confidentiality of Board deliberations. A Confidentiality Agreement is included in the 
Conflict of Interests 'Disclosure Statement. 

Implementation and Review of this Policy 

This policy is to be implemented by: 
LHM Board of Directors Chair 

This policy is to be reviewed annually for compliance and relevance by: 
DCHS Corporate Responsibility Officer 

Exhibit - Conflict of Interests Disclosure Statement 
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Exhibit to Policv/Procedure 04.01.01 


CONFLICT OF INTERESTS DISCLOSURE STATEMENT 

AND CONFIDENTIALITY AGREEMENT 


Board of Directors and Board Committee Members 


Title ( check one): Director [ ] Committee Member [ 


Filing Period ( check one): Initial [ ] Annual [ ] Specific Event [ ] 


Received by: ----------------------------

Date Received by Filing Officer: --------------------- 

Please answer the following questions: 


DEFINITIONS. Capitalized terms us.ed herein shall have the meanings set forth in the Conflict of 

Interests Policy 04.01.01. Refer to the "Definitions" section of the policy. 


DISCLOSURE OF FINANCIAL INTEREST. Please fill out a new Disclosure Statement each 

time you become aware of a Financial Interest. 


1. 	 Do you or your Family members have, directly or indirectly, a current or potential ownership 
or investment interest in any of the following: 

a. 	 The Corporation? Yes [ J No [ J 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ J No [ ] 

c. 	 Any entity or individual with which the-Corporation is negotiating a transaction or 
arrangement? Yes [ J No [ J 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ J 


("Corporation" includes DCHS and its affiliates.) 


("Ownership or investment" excludes interests of less than 1 % in entities whose securities are 

publicly listed and have $75 million or more of stockholders equity.) 


("Investment" interest includes outstanding bonds and debts.) 
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For each answer "yes" above, provide on a separate sheet information regarding all 
such interests (i.e., who holds the financial interest, your relationship to them, name of entity 
or individual with which the financial interest is held, nature of financial interest, dollar 
amount, number of shares, percentage ownership, etc.). 

2. 	 Do you or your Family members have, directly or indirectly, a current or potential 
compensation arrangement with any of the following: 

a. 	 The Corporation? Yes [ No [ 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ J No [ J 

c. 	 Any entity or individual with which the Corporation is negotiating a transaction or 
arrangement? Yes [ J No [ ] 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ ] 


("Corporation" includes DCHS and its affiliates.) 

("Compensation" includes direct and indirect remuneration, as well as gifts or Favors in 
excess of$300 in any calendaryear.) 

For each answer "yes" above, provide on a separate sheet information regarding all 
such compensation arrangements (i.e., V{ho ,~a,s, tµe co.mpypsation arra,ngy,ment, yoµr 
relationship to them, name of entity or indiViduit1 thc:y'have a compensation arrangement with, 
nature of the compensation arrangement, dollar amount, etc.). 

3. 	 OTHER DIRECTORSIDPS. List the names of all entities for which you serve as a member 
of the Board ofDirectors and the estimated amount ofannua:J compensation you receive, if 
any, from such entities for your service as a Director (attach additional sheets if necessary): 

$ _______ 
$ _______ 

$ ________ 

$ _______ 

$ _______ 


4. 	 OTHER POSITIONS. List the names of all entities which transact business with the 
Corporation or compete with the Corporation and with which you serve in any capacity ( other 
than as Director, including directive, managerial or consultative) and the estimated amount of 
annual compensation you receive, if any, from such entities for such service (attach additional 
sheets if necessary): · 

$ _______ 
$ _______ 
$ _______ 
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5. 	 BORROWINGS. Disclose the terms (i.e., amount, interest rate, security given, and duration) 
of any loans (of money or other property) where you are the borrower and the lender is a 
patient, individual or entity that transacts business with the Corporation. 

6. 	 GIFTS OR FAVORS. Disclose all cash gifts (regardless oftbe amount of cash) and any 
non-cash gifts or Favors which you or members of your Family have received from 
individuals or entities which transact business or seek to transact business with the 
Corporation. 

7. OTHER. I hereby disclose the following circumstances which may involve a possible 
conflict of interests: 

8. 	 CONFIDENTIALITY AGREEMENT. I recognize that Board and committee meetings of 
the Corporation are conducted in strictest confidence and matters are discussed that are 
sensitive in nature and, therefore, confidential and proprietary. Accordingly, I agree in 
connection with any and all participation at meetings of the Board of Directors or committees 
of the Board to maintain all information, whether or not specifically identified as confidential 
and proprietary, in strictest confidence, absent specific authorization to release or disclose 
information to third parties by the Board ofDirectors or its President. By signature below, I 
also certify that neither I (nor any member of my Family) have disclosed or used information 
relating to the Corporation for the personal profit or advantage of myself or any member of 
my Family. 
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9. AFF1RMATION. 

• 	 I hereby acknowledge receiving a copy of the Conflict oflnterests policy 04.01.01. 

• 	 I have read, understand, and agree to comply with the terms of the policy. 

• 	 I understand that the Corporation is a charitable organization and that, in order to maintain 
its federal tax exemption, it must engage primarily in activities which accomplish one or · 
more of its tax-exempt purposes. 

• 	 I have disclosed any and all interests and activities thatl or members of my Family have 
or have taken part in, that when considered in conjunction with my position with or 
relation to the Corporation, might possibly constitute a conflict of interests. 

• 	 I agree to refrain from voting or using my personal influence on any matter that may 
represent a. conflict of interests. 

• 	 I agree to refrain from accepting gifts or Favors, gratuities or entertainment intended to 
influence my judgment or actions concerning the business oftliiiCorporation. 

• 	 Ifany situation should arise in the future which may involve me in a conflict of interests 
in accordance with the policy, I will promptly provide. a new Disclosure Statement to the 
Chair of the Board. 

SIGN AND DATE: 

Copy to: President/CEO 
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EXHIBIT6 




Drafi 

AMENDED AND REST A TED 


ARTICLES OF INCORPORATION 


OF 


DAUGHTERS OF CHARITY HEALTH SYSTEM 


The undersigned certify that: 

1. They are the President/CEO and the Secretary, respectively, of Daughters of 
Charity Health System, a California nonprofit religious corporation (the "Corporation"). 

2. The Articles oflncorporation of this Corporation are amended and restated to read 
in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perj\JTY under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: _________,2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND RESTATED 

ARTICLES OF INCORPORATION 

ARTICLE I 

The name of this Corporation is "Verity Health System of California. Inc.·· 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not 
organized for the private gain of any person. It is organized under the Nonprofit Public Benefit 
Corporation Law of the State of California for public and charitable purposes. More specifically. 
the Corporation is organized and operated exclusively for the support and benefit of, to perform 
the functions of, or to caiTy out the purposes of the following organizations: O'Connor Hospital. 
Saint Louise Regional Hospital, St. Vincent Medical Center, St. Francis Medical Center, Seton 
Medical Center, Verity Medical Foundation, Verity Business Services, and St. Vincent Dialysis 
Center. In fm1herance of the foregoing, this Corporation may do all of the following: (]) 
establish, acquire, develop, operate, lease, manage, and maintain acute care hospitals, physician 
practices. medical foundations and appurtenant facilities and related enterprises (collectively 
referred to as the "Verity Health System"); (2) promote and carry on scientific research related to 
delivery of health care services; (3) establish, manage, and maintain various types of health care 
enterprises, utilizing health delivery systems designed and coordinated to maximize benefits to 
the communities served; ( 4) participate in any activity designed and caiTied on to promote the 
general health of the community served by Verity Health System or any of this Corporation·s 
affiliates; and (5) make donations, transfer assets and provide other forms of aid and assistance 
to, for the benefit of, or in connection with each organization that is controlled, directly or 
indirectly, by this Corporation or by another organization controlled by this Corporation ( each, 
an "Affiliate"). Notwithstanding the foregoing specific statement of purposes, the Corporation 
shall have and may exercise all of the power of a California nonprofit public benefit corporation. 
but only in furtherance of the above purposes. 

B. In addition to the foregoing purposes this Corporation is organized and 
operated primarily for charitable, scientific and educational purposes within the meaning of 
§50 I ( c )(3) of the Internal Revenue Code of 1986, as amended ( or the corresponding provision of 
any future United States Internal Revenue Law) (the "!RC"), and within the meaning of§ 
214(a)(6) of the California Revenue and Taxation Code (or the corresponding section of any 
future California revenue and tax law) (the "R&TC") and, in fu11herance of these purposes, this 
Corporation may: 

(]) Promote, supp011 and engage in any and all educational, charitable 
and scientific programs which are now. or may hereafter be, 
established by any of the Affiliates. 

(2) Support and foster the corporate purposes of. and aid, assist and 
confer benefits upon the Affiliates. 
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(3) 	 Cooperate with the Affiliates in their respective efforts to promote 
quality service at reasonable rates. 

(4) 	 Promote cooperation and the exchange of knowledge and 
experience within the Verity Health System. 

(5) 	 Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California 
Nonprofit Public Benefit Corporation Law and. as may be necessary 
or expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. 

(6) 	 Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 501(c)(3) of the IRC and within 
the meaning of§ 214(a)(6) of the R&TC, in the course of which 
operation: 

(a) 	 No paii of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding ai1y other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
permitted to be can-ied on by (i) a corporation exempt from 
federal income tax under§ 501 (a) of the IRC, or by a 
coqioration, contributions to which are deductible under § 
170( c )(2) of the IRC, or (ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTJCLEIII 

The nan1e and address in the State of California of this Corporation's agent for 
service of process is: 

[TBD] 

4828-3548-8805.4 



ARTICLE IV 

The street and mailing address of this Corporation is 26000 Altamont Road. Los 
Altos. California 94022-4317 .. 

ARTICLE V 

This Corporation shall have no members. 

ARTICLE VI 

The property of this Corporation is irrevocably dedicated to charitable. 
educational. and scientific purposes meeting the requirements of§ 214 of the R&TC and in 
A1:ticle 11.B hereof. Upon the winding up and dissolution of this Corporation. its assets 
remaining, after payment or adequate provision for payment of all debts and obligations of this 
Corporation, shall be distributed in accordance with a plan of liquidation approved by the Board 
of Directors to such organization or organizations determined by the Board of Directors and 
organized and operated exclusively for charitable, educational or scientific purposes as shall at 
the time qualify as an exempt organization or organizations under § 501 ( c )(3) of the !RC and 
under § 214 of the R&TC. No assets shall be distributed to any organization if any part of the 
n~t earnings of such organization inures to the benefit of any private person or individual, or if a 
substantial part of the activities of such organization is the carrying on of propaganda or 
otherwise attempting to influence legislation, or if the organization participates in. or intervenes 
in (including the publishing or distribution of statements) any political campaign on behalf of 
any candidate for public office, or if the organization carries .on any other activities not 
permitted to be carried on (i) by a corporation exempt from federal income tax under § 501 ( c )(3) 
of the !RC and meeting the requirements of§ 214 of the R&TC or (ii) by a corporation, 
contributions to which are deductibie under§ l 70(c)(2) of the !RC. 

ARTICLE Vil 

These Articles shall be aniended only upon approval by this Corporation• s Board 
of Directors. 
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AMENDED AND RESTATED 


BYLAWS OF 


VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles oflncorporation. 

ARTICLE II 


DEFINITIONS 


Section 2.1 Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of the entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 
full effect to the intent of Article XI of these Bylaws. 

A. Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by this Corporation or by another organization 
controlled by this Corporation. As used in this definition, "control" shall mean (a) the 
status of sole corporate member of an organization; or (b) the authority to appoint, elect 
or approve at least a majority of the governing body of an. organization. 

B. Effective Date. The "Effective Date" shall mean the date of adoption of 
these Bylaws. 

C. Health System. "Health System" shall mean, collectively, this 
Corporation and its Affiliates. 

D. Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

E. System Authority Matrix. "System Authority Matrix" shall mean the 
document as in effect from time to time which sets forth the respective responsibilities 
and authorities for Health .System operations and decision making. 

F. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 



ARTICLE III 


PURPOSES 


Section 3 .1 Purposes. The purposes of this Corporation are set out in its Articles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 4.1 Offices. The principal office for the transaction of the business of this 
Corporation shall be in the County of Santa Clara, State of California. This Corporation may 
also have an office or offices within or without the State of California, as the Board of Directors 
may from time to time establish. 

Section 4.2 Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

BOARD OF DIRECTORS 

Section 5.1 Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the System Authority Matrix, and the laws of the State of 
California, the activities and affairs of this Corporation shall be managed and conducted and all 
corporate powers shall be exercised by or under the direction of this Corporation's Board of 
Directors. To facilitate the management and conduct of this Corporation's activities and affairs, 
the Board of Directors shall establish corporate policies for, and formulate the basic rules and 
regulations governing the operation and management of, this Corporation. The Board of 
Directors may delegate the management and conduct of this Corporation's activities and affairs 
to any person or persons, management company, or committee however composed, provided that 
no delegation of authority by the Board of Directors to the President and Chief Executive Officer 
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from 
exercising the authority required to meet its governance responsibility for the management and 
conduct of this Corporation's activities and affairs; and provided further that any delegation of 
powers of the Board may be made only to a committee of the Board consisting only of directors 
and shall be subject to the further limitations on Board committees set fmih in Section 8.1 of 
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 5.2 Specific Authority of the Board of Directors. Without limiting the 
generality of the foregoing, the Board of Directors has the power and authority to take or 
approve the following actions, subject to the System Authority Matrix: 

A. Approve or change the mission, role and/or purpose of this Corporation; 
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B. Amend, restate, or repeal the Bylaws and Articles oflncorporation of this 
Corporation; 

C. Approve the merger, consolidation, reorganization, or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

D. Elect and remove the Directors of this Corporation; 

E. Approve any amendment of the approval rights of the Corporation set 
forth in the System Authority Matrix; 

F. Establish the overall debt limit governing the incurrence of debt and 
guaranties by this Corporati,on and its Affiliates and approve the incurrence of debt and 
guaranties of this Corporation or any of its Affiliates other than in accordance with such 
policies as in effect from time to time; 

G. Approve the capital and operating budgets of this Corporation; 

H. Establish the criteria for and approve the financial and strategic plans of 
the Corporation; · 

I. Approve the sale, transfer, substantial change in use of the assets of the 
Corporation to the extent required by the System Authority Matrix; and 

J. Approve the formation by this Corporation of any new corporation or 
other legal entity, or its pruticipation (excluding investment in publicly-traded securities) 
in any corporation or other entity as a shru·eholder, member, prutner or joint venturer. 

K. Approve the selection of the external audit firm for the Corporation and its 
Affiliates; and 

L. Establish and appoint, and prescribe the duties and authorities of the audit, 
finru1ce, and ru1y other c0111111ittee for the Health System that would substitute or 
supersede such committees of the governing bodies of the Affiliates to the extent allowed 
by applicable law. 

Section 5.3 Specific Authority of the Corporation as Sole Corporate Member of 
Affiliates. The Board of Directors has the power and authority, in the name and on behalf of this 
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the 
System Authority Matrix: · 

A. Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct 
Affiliate of this Corporatipn; 

B. Appoint ru1d remove the chief executive officer ru1d chairperson of the 
board of each of the Affiliates; 
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C. Approve the incurrence of debt and guaranties of any of its Affiliates other 
than in accordance with such policies as in effect from time to time; 

0. Approve the sale, transfer, substantial change in use of the assets of any 
Affiliate to the extent required by the System Authority Matrix; 

E. Approve any other action of this Corporation or any Affiliate controlled 
by this Corporation that has been established by resolution of the Board of Directors as 
requiring its approval, including but not limited to any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to 
which this Corporation or any Affiliate controlled by this Corporation is a party. 

Section 5.4 Board of Directors on the Effective Date. The Board of Directors on the 
Effective Date shall be those persons elected or appointed as specified in Section 2.1 (a) of the 
.System Restructuring and Support Agreement by and among Daughters of Charity Ministry 
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital 
Management, LLC ("BMCM") dated July 17, 2015. 

Section 5.5 Number and Qualification. 

A. Generally. The Board of Directors shall consist ofno less than five (5) 
members, as follows: 

( 1) BMCM shall have ·the right to appoint not more than twenty 
percent (20%) of the number of Directors constituting the Board of Directors at 
any time ( each a "BM Director Appointee") during the period of time that its 
affiliate, Integrity Healthcare, LLC (the "Manager"), is providing management 
services to the Corporation pursuant to a management services agreement; and 

(2) the remainder shall be persons nominated by the Nominating 
Committee as provided in Section 5.4 of these Bylaws and elected by the Board 
of Directors (the "At-Large Directors"). 

B. Onalifications. 

(1) At-Large Directors recommended by the Nominating Committee 
shall be selected in a manner that meets any applicable requirements for the 
Corporation to maintain its tax-exempt status. Collectively, the At-Large 
Directors shall have the experience and expe1iise appropriate to fulfillment of 
their fiduciary duties as independent directors of a California nonprofit public 
benefit corporation. In the ordinary course, this means they will have experience 
in complex business operations and have had involvement in non-profit tax
exempt organizations. They will have exercised judgment in challenging business 
settings, and will have experience in working with teams in reaching goals. The 
At-Large Directors shall have demonstrated a willingness to commit support for 
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the mission of the Corporation and training and experience in matters relevant to 
service as a member of the Board of Directors through: 

(]) participation in community affairs or in the work of other 
charitable organizations; 

(2) ability and willingness to contribute to the achievement of 
the purposes of the Corporation; 

(3) awareness of the objectives of the Corporation as they 
relate to the health needs of the Corporation's service area; and 

(4) such other. criteria as may be recommended to the 
Nominating Committee by the Board of Directors. 

(2) BM Director Appointees and At-Large Directors shall not, either 
directly or indirectly, personally or through a fan1ily member, have any financial 
relationship with BMCM, or its owned or managed affiliates, and may not serve 
as an officer, director, contractor or employee of BMCM, any managed fund, or 
entity in which BMCM has an equity stake or option to purchase, except for 
public companies wherein BMCM has an interest of less than 10%. 

C. Restriction on Interested Directors. Not more than forty-nine percent 
( 49%) of the persons serving on the Board of Directors at any time may be interested 
persons. An interested person is (i) any person currently being compensated by this 
Corporation for services rendered to it within the previous twelve (12) months, whether 
as a full-time or part-time employee, independent contractor or otherwise, but excluding 
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, 
mother-in-law or father-in-law of any such person. However, any violation of the 
provisions of this Section shall not affect the validity or enforceability of any transaction 
entered into by 111is Corporation; 

Section 5.6 Nomination and Election of At-Large Directors. Candidates for At-Large 
Directors may be recommended by any member of the Board of Directors to the Nominating 
Committee, constituted in accordance with Section 8.7 of these Bylaws. Except as otherwise 
provided in this Section 5.6, and acting by the unanimous consent or vote of aJJ of its members, 
the Nominating Committee shall nominate At-Large Director candidates to the Board of 
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual 
meeting or at any other time designated by the Board of Directors. Notwithstanding the 
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating 
Committee does not vote unanimously for one of two initialJy considered candidates, then the 
affirmative vote needed to fonnally nominate a candidate to the Board of Directors may be by 
simple majority of the members of the Nominating Committee. The Nominating C01mnittee 
shalJ notify the Board of Directors in writing of nominees at least ten ( I 0) business days in 
advance of any regular or special meeting of the Board of Directors at which Directors are to be 
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elected. At the next regular or special meeting of the Board of Directors, the Board of Directors 
shall either elect or reject as an At-Large Director any nominees provided by the Nominating 
Committee. If any Director positions remain unfilled, the nomination procedure shall be 
repeated and new names nominated in accordmice with the procedures set forth in this Section, 
unti I all Director positions are filled. 

Section 5. 7 Term. Each appointed Director shall hold office for a term of one ( l) year 
or such other period as the Board of Directors may set and until his or her successor is elected or 
appointed and qualified. Appointed Directors may be reappointed in accordance -with Section 
5.5(A) ofthese Bylaws. 

Section 5.8 Removal and Filling of Vacancies. Any or all Directors may be removed 
from office, with or without cause, by the Board of Directors, except that the removaJ·of a BM 
Director Appointee also requires the agreement of BMCM. The Board of Directors may declare 
vacant the office ofa Director who has been removed, who has been declared of unsound mind 
by a final order of court or convicted of a felony, or who has been found, by a final order or 
judgment of any comi, to be in breach of any duty owed to the Corporation under California law. 
In the event a Director shall be so removed or his or her office is declared vacant, a new Director 
to fill the unexpired term or terms of the Director. who was removed or whose office was 
declared vacant may be appointed by the Board of Directors from nominees selected by the 
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be 
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At 
all times the Board of Directors shall have not more than twenty percent (20%) of its members 
appointed by BMCM. 

Section 5.9 Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, or the Secretaiy or to the 
Board of Directors of the Corporation at its principal office; provided that, except upon notice by 
the Attorney General, no Director may resign if the Corporation would then be left without a 
duly elected Director or Directors in charge of its affairs. Such resignation shall be effective 
upon receipt unless specified to be effective at some other time. 

Section 5. l O Compensation and Expenses. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Board of Directors. Directors may receive compensation from the Corporation for 
services rendered to it, subject to the restriction on interested Directors as set fo1ih in Section 
5.5(C). 

Section 5.11 Self-Dealing Transactions. This Corporation shall not enter into self
dealing transactions. Except as provided in Section 5.1 l(A), for the purpose of this section, a 
self-dealing transaction mem1s a transaction to which this corporation is a pmiy and in which one 
or more of the members of its Board of Directors or officers has a material financial interest and 
which does not meet the requirements of Sections 5.11 (B) or 5.11 (C). Such a member of the 
Board of Directors is an "interested director" for the purpose of this section. 
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A. Exceptions. The provisions of this section do not apply to any of the 
following: 

(1) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(2) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and 
without unjustified favoritism and (ii) results in a benefit to one or more members 
of the Board of Directors or their families because they are in the class of persons 
intended to be benefited by the public or charitable program. 

(3) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the 
gross receipts of this corporation for the preceding .fiscal year or one hundred 
thousand dollars ($100,000). 

B. Prior Board of Directors Annroval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(]) This Corporation entered into the transaction for its own benefit; 

(2) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(3) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote 
of a majority of the members of the Board of Directors then in office without 
counting the vote of the interested director or directors, and with knowledge of the 
material facts concerning the transaction and the director's interest in the 
transaction. Interested directors may be counted in determining the presence of a 
quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Paragraph 5.J l(C)(l ), 
action by a committee of the Board of Directors shall not satisfy this paragraph; 
and 

(4) · Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation 
under the circumstances that this corporation could not have obtained a more . 
advantageous arrangement with reasonable effort under the circumstances or (ii) 
this corporation in fact could not have obtained a 1i10re advantageous arrangement 
with reasonable eff01i under the circumstances. 

C. Subsequent Board of Directors Approval. This corporation may enter into 
a self-dealing transaction if all of the following facts are established: 
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(I) A committee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in 
Section 5.11 (B); 

(2) It was not reasonably practicable to obtain approval of the Board of 
Directors prior to entering into the transaction; and 

(3) The Board of Directors, after dete1111ining in good faith that the 
conditions of subparagraphs (1) and (2) of this Section were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the 
Board of Directors then in office without counting the vote of the interested 
director or directors. Interested directors may be counted in determining the 
presence of a quorum at a meeting of the Board of Directors which authorizes, 
approves or ratifies the contract or transaction. 

ARTICLE VI 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 6.1 Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may he set by resolution of the Board. 

Section 6.2 Meetings by Telephone or Electronic Communication. Directors may 
participate in any meeting of the Board of Directors, regular or special, through the use of 
conference telephone, electronic video screen communication, or electronic transmission by and 
to the Corporation. Participation in a meeting through conference telephone or electronic video 
screen c01mnunication constitutes presence in person at that meeting so long as all members 
participating are able to hear one another. Participation in a meeting through electronic 
transmission other than telephone conference or electronic video transmission constitutes 
presence at that meeting so long as both of the following apply: (A) each member participating in 
the meeting can communicate with all of the other members concurrently; (B) each member is 
provided the means ofpmticipating in all matters before the Board of Directors, including, 
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be 
taken by the Corporation. 

Section 6.3 Annual Meetings. The Board of Directors shall hold an amrnal meeting 
for the purpose of organizing the Board, the election of officers, and the transaction of such other 
business as may come before the meeting. The annual meeting shall be held at such time as the 

· Board may fix by resolution from time to time. No notice of the annual meeting of the Board of 
Directors need be given. 

Section 6.4 Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Board may fix by resolution from time to time. No notice of any regular 
meeting of the Board of Directors need be given. 
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Section 6.5 Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation. · 

Section 6.6 Notice of Special Meetings. Notice of the time and place of special 
meetings shall be c01m1mnicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written conununication, addressed to him or her at his or her 
address as it is shown on the records of this Corporation. Such notice, if mailed, shall be mailed 
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally, 
telephonically or telegraphically or by e-mail, shall be received at least forty-eight ( 48) hours 
prior to the time of the meeting. 

Section 6.7 Waiver ofNotice. Notice ofa meeting need not be given to any Director 
who signs a waiver ofnotice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 6.8 Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quornm for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors' meeting to another time 
and place. The act of a majority of the Directors present at any time at which there is a quorum 
shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 6.9 Action Without Meeting. Any action required or pem1itted to be taken by 
the Board of Directors under any provision of law, the Articles of Incorporation or these Bylaws 
inay be taken without a meeting if all of the Directors individually or collectively consent in 
wi-iting to such action. Such written consent or consents shall be filed with the minutes of the 
proceedings of the Board. Such action by written consent shall have the same force and effect as 
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this 
Corporation relating to an action taken by the Board without a meeting shall state that the action 
was taken by written consent of the Board of Directors without a meeting and that the Bylaws of 
the Corporation authorize its Directors to so act. 

Section 6.10 Prohibition Against Voting by Proxy. Directors may not vote by proxy. 

ARTICLE VII 

CORPORATE OFFICERS 
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Section 7.1 Officers. 

A. The officers of this Corporation shall include a Chief Executive Officer 
and President ("CEO"), Chairperson of the Board, Vice Chairperson of the Board, Chief 
Financial Officer ("CFO"), and a Secretary, all of whom shall be selected in accordance 
with the provisions of this Article VII. Any number of such offices may be held by the 
same person, but neither the Chairperson of the Board nor the President/CEO may serve 
concurrently as the Secretary or CFO of this Corporation. 

B. Except as otherwise set forth in these Bylaws, the officers of this 
Corporation shall be chosen annually by the Board of Directors and shall hold office until 
his or her resignation or removal by the Board of Directors or, in the case of the 
President/CEO and Chief Financial Officer, by the Manager ( during any time that the 
Management Agreement is in effect), other disqualification to serve, or until his or her 
successor shall be elected and qualified. Notwithstanding any provision to the contrary in 
these Bylaws, as long as the Management Agreement remains in effect and has not 
terminated or expired, the Manager (as defined in the Management Agreement) will be 
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set 
forth under the terms and conditions of the Management Agreement, and Will have the 
right to tem1inate or remove the Chief Executive Officer and President and Chief 
Financial Officer, without the approval of the Board of Directors, In the event the 
Manager terminates the President/CEO or Chief Financial Officer, the Manager shall be 
required to provide a replacement of such officer to be approved by the Board of 
Directors. The Board of Directors shall have the right to require Manager to replace the 
President/CEO if the Board of Directors determines, in its sole judgment, that the 
President/CEO is unacceptable. 

C. The Board of Directors may appoint such other officers from among the 
members of the Board of Directors, such as one or more assistant secretaries or 
treasurers, as the business of this Corporation may require, each of whom shall hold 
office for such period, have such authority and perfonn such duties as are provided in 
these Bylaws or as the Board of Directors from time to time may authorize. 

Section 7.2 Removal of Officers. Subject to any consultation or approval 
requirements J.mder the System Authority Matrix, any officer may be removed, with or without 
cause, by a majority of Directors then in office, at any regular or special meeting of the Board, 
except that if an employment agreement is in effect for any officer, its terms shall govern the 
removal of the officer. Should a vacancy occur in any office as a result of death, resignation, 
removal, disqualification or any other cause, the Board of Directors may delegate the powers and 
duties of such office, except as otherwise provided in these Bylaws, to any officer or to any 
Director until such time as a successor for such office has been elected or appointed. Any officer 
shall be automatically removed as such an officer upon his or her removal as a Director in 
accordance with the provisions of Section 5.6 of these Bylaws. 

Section 7.3 Chairperson of the Board. The Chairperson of the Board shall be elected 
from among the Directors and shall have the powers and duties usually associated with.such 
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office. The Chairperson of the Board shall preside over meetings of the Board of Directors, 
supervise activities of the Board, and serve as an ex-officio voting member of all Board 
committees. 

Section 7.4 Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perform all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the 
Board. 

Section 7 .5 Secretary. The Secretary shall be elected from among the Directors and 
shall keep or cause to be kept at the principal office or at such other place as the Board of 
Directors may determine, a book of minutes of all meetings of the Directors, whether annual, 
regular or special, with the time and place of the meeting, the notice given, the names of those 
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized. 
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors 
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and 
shall have such other powers and perform such other duties as may be prescribed by the Board of 
Directors or these By Jaws. 

Section 7.6 Treasurer. The Treasurer shall be elected from among the Directors and 
shall have the powers and duties usually associated with such office, subject to limitation or 
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept 
and maintained adequate and correct accounts of the properties and business transactions of this 
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses. 
The books of account shall at all times be open to inspection by any Director, or the Corporate 
Member. The Treasurer shall submit or cause to be submitted to the Board of Directors annual 
statements ofreceipts and expenditures. 

Section 7.7 President and Chief Executive Officer. The President and the Chief 
Executive Officer shall be the chief executive officer of this Corporation, shall serve as a 
member of the Corporation's executive team, and shall be an employee of the Corporation, 
except that during any period that the Management Agreement is in effect he or she shall be an 
employee of the manager thereunder. Subject to the powers of the Manager (during any time 
that the Management Agreement is in effect), the President/CEO shall be appointed by and 
subject to the removal of the Board of Directors. He or she shall report to and be accountable to 
the Manager ( during any time that the Management Agreement is in effect), and report to, be 
accountable to and subject a.tall times to the ultimate supervision and authority of the 
Corporation's Board of Directors, shall have general supervision, direction and control of the 
business and non-Director officers of this Corporation and shall be held responsible for the 
proper functioning and management of this Corporation. The President and Chief Executive 
Officer shall possess the degree of education and experience appropriate to the proper discharge 
of these responsibilities and, if a management or employment agreement may be in effect, meet 
all of the requirements set forth in the management or employment agreement. The Board of 
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Directors shall initiate and conduct periodic performance reviews of the President and Chief 
Executive Officer. Subject to the direction of the Manager (during any time that the 
Management Agreement is in effect) and the ultimate supervision and control of this 
Corporation's Board of Directors, the President and Chief Executive Officer shall organize the 
administrative functions of this Corporation, delegate duties and establish formal means of 
accountability on the part of his or her subordinate officers. The President and Chief Executive 
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the 
Board of Directors. He or she shall have the general powers and duties of management usually 
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation 
Law and shall have other powers and duties as may be prescribed by this Corporation's Board of 
Directors, these Bylaws, and the System Authority Matrix. 

These powers and duties shall include, but not be limited to, the following: 

A. to support and assist this Corporation in furtherance of its charitable 
purposes, consistent with the established philosophy and mission of the Health System; 

B. to direct and implement the goals, policies and programs established for 
the Health System; 

C. to promote a high standard of quality of care provided by the Health 
System through setting goals and objectives for .quality improvement; 

D. to act as the representative of this Corporation to the public as well as to 
governmental and voluntary organizations; 

E. to make policy proposals to the Board of Directors and the Corporation's 
executives; 

F. to assume responsibility for strategic planning, financial planning, 
physical facilities, site development and program planning to meet the health needs of the 
community; 

G. to repmi to the Board of Directors and the Corporation's executives on the 
performance of this Corporation as well as on appropriate federal, state and local 
developments that affect health care therein; 

H. to attend all meetings of the Board of Directors and committees thereof, 
except as otherwise detennined by the Board of Directors; 

I. to serve on such Advisory Board conunittees as detem1ined by the Board 
of Directors; 

J. to assure proper day-to-day administration of this Corporation; 
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K. to prepare an annual budget and periodically report to the Board of 
Directors and to the Corporation's executives on this Corporation's financial affairs and 
condition; 

L. in consultation with the Board of Directors, to appoint each Vice President 
of the Corporation, to set the terms and conditions of employment of the Vice Presidents 
and to evaluate their performance periodically, to assure the proper selection, 
employment, control and discharge of employees of the Corporation and the executives 
and officers of the Affiliates and Subsidiaries, and the development and maintenance of 
this Corporation's written persom1el policies and practices; 

M. to assure proper maintenance and to keep the physical properties of this 
Corporation in a good state of repair; and · 

N. to assure proper business management of this Corporation so that funds 
are collected and expended in keeping with sound business practice and with charity. 

Section 7.8 Chief Financial Officer. The Chief Financial Officer shall, in coordination 
with the Treasurer, and according to the direction of the Board of Directors and the 
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accounts of the properties and business transactions of the Corporation, 
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and 
fund balance. The books of account shall at all reasonable times be open to inspection by any 
Director. The Chief Financial Officer shall deposit all monies and other valuables in the name 
and to the credit of the Corporation with such depositaries as may be designated by the Board of 
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board 
of Directors, shall render to the President and Chief Executive Officer, or the Directors whenever 
they request it, an account of all transactions as Chief Financial Officer and of the financial 
condition of the Corporation, and shall have other powers and perform such other duties as may 
be prescribed by the Board of Directors or the Bylaws. Subject to the powers of the Manager 
(during any time that the Management Agreement is in effect), the Chief Financial Officer shall 
be appointed by and shall be subject to removal by the President and Chief Executive Officer of 
the Corporation. He or she shall report to and be accountable to the Board of Directors of this 
Corporation, the President and Chief Executive Officer, and the Manager ( during any time that 
the Management Agreement is in effect). 

Section 7 .9 Reporting Relationship of Certain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibilit)' Officer 
and Vice President and General Counsel shall report to and be accow1table to the Board of 
Directors and the President and Chief Executive Officer and each of them shall be entitled to 
confidential access to the Chairperson and other members of the Board of Directors as necessary 
or advisable to carry out such person's duties in such position. 

Section 7.10 Resignation. Any officer may resign at any time by giving written notice 
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
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acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under 
any contract to which the officer is a party. 

Section 7.11 Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause.shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 

ARTICLE VIII 

COMMITTEES 

Section 8.1 Generally. 

A. The Board of Directors may by resolution establish ( 1) Committees of the 
Board which shall have legal authority to act for this Corporation and, as determined by 
the Board of Directors, the Health System, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all conunittees shall serve at the pleasure 
of the Board. Any Committee of the Board which shall have legal authority to act for this 
Corporation, to the extent provided in a resolution of the Board, shall have all authority 
of the Board, except with respect to: 

(1) The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require approval of a 
majority of this Corporation's Board of Directors; 

(2) The filling of vacancies on the Board of Directors or on any 
conrn1ittee that has the authority of the Board; 

(3) The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or repealable; 

(4) The appointment of other committees or members thereof; 

(5) The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law; 

(6) Any decision with respect to the retention or termination of the 
· Chief Executive Officer, approval or amendment of any operating or capital 
budget, approval of the ammal audit, amendment of these Bylaws, any 
unbudgeted capital expenditure, or any decision with respect to the acquisition, 
divestiture, sale or other disposition of Corporation's assets, or the creation of any 
new Corporation liabilities, or the exercise of any reserved power held by the 
Corporation with respect to any of the Affiliates. 
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B. The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such 
prescription, such committee shall have the power to prescribe the manner in which its 
proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall 
otherwise provide, the regular and special meetings and other actions of any committee 
shall be governed by the provisions of Article VII of these Bylaws. Each committee shall 
keep minutes of its proceedings arid shall report the same to the Board from time to time, 
as the Board of Directors may require. The Board of Directors shall review the charter of 
each committee governed by a charter at least once every two years. 

Section 8.2 Committees of the Board. Only Directors may be appointed as voting 
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or 
more Directors, with at least one (I) member of each Committee being a BM Director 
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the 
Board of Directors. The Board may designate one or more Directors as alternate members of 
any such committee, who may replace any absent member at any meeting of the committee. 

Section 8.3 Advis01y Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 8.4 Executive Committee. 

A. There may be an Executive Committee which, if established, shall consist 
of such members of the Board of Directors as the Board may designate, and shall include 
at least one BM Director Appointee. The Chairperson of the Executive C01mnittee shall 
be the person then serving as Chairperson of the Board. The Executive Committee shall 
have authority to act for this Corporation, subject to the provisions of Section 8.1 (A) of 
these Bylaws, as to those matters which may arise and caimot be handled in the ordinary 
course of regular or special meetings of the Boai·d of Directors. 

B. The establishment of an Executive Committee ai1d the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual 
Director of any responsibility imposed on it or him or her by law, by the Articles of 
Incorporation of this Corporation or these Bylaws. 

C. The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be 
given to its members and no act of the Executive Committee shall be valid unless 
approved by the vote of a majority, or by the unanimous written consent, of its members. 

Section 8.5 Audit Committee. In a fiscal year in which the Corporation's gross 
revenue is $2,000,000 or more, the Corporation shall appoint an audit committee (the "Audit 
Committee"), shall hire an independent auditor, and shaJJ have such auditor prepare an audited 
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financial statement. Such $2,000,000 threshold excludes grants received from and contracts and 
services with govermnent entities for which the governmental entity requires an accounting of 
funds received. 

A. Members. The Audit Committee may incltide non-Board members, but it 
may not include any members of the staff, the President/CEO, or the CFO. If the 
Corporation has a Finance Committee, it shall be separate from the Audit Committee. 
The Audit Committee may include members of the Finance Conunittee, but such 
overlapping members shall constitute less than half of the Audit Committee and the 
chairperson of the Audit Committee may not be a member of the Finance Committee. 
Any person who has any material financial interest in any entity doing business with the 
Corporation may not serve on the Audit Committee. Each member of the Audit 
Committee shall serve as such until such member's successor shall be appointed by the 
Board of Directors. In the event that any member of the Audit Committee shall resign or 
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the 
Board. The Audit Committee shall be an Advisory Committee and shall operate in 
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in 
effect from time to time. The Audit Committee shall consist of not fewer than three 
members, all of whom shall be or shall be capable of becoming familiar with basic 
financial statements and accounting principles, and all of whom shall be deemed by the 
Board of Directors to be free of any relationship that would interfere with independent 
judgment. The Audit Committee shall meet at least quaiierly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all 
members who are employees of the Corporation or any Affiliate controlled by the 
Corporation. 

B. Duties of the Audit Committee. Subject to the supervision of the Board, 
the Audit Committee shall exercise the following powers, responsibilities, and duties: 

(1) To make reconm1endations to the Board regarding the 
appointment, retention, and te1mination of the independent auditor for the 
corporation and the Affiliates; 

(2) To negotiate the auditor's compensation; 

(3) To' confer with the auditor to satisfy its members that the financial 
affairs of the corporation and the Affiliates are in order; 

(4) To review the audit and decide whether to accept it; and 

(5) To assure that any non-audit services performed by the auditor 
conform to the applicable independent standards and to approve such nonaudit 
services. 
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C. Compensation. No member of the Audit ·committee shall receive 
compensation for serving on the Audit Committee. An Audit Committee member may be 
reimbursed for reasonable expenses incurred in attending such meetings. 

D. Control by the Board. The Audit Committee shall be subject at all times 
to the control of the Board, which shall have the power to revise or alter any action taken 
by the Audit Committee; provided, however, that no rights of third parties shall be 
affected thereby. 

Section 8.6 Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement ( either in accordance with Section 8.5 above or 
otherwise), such audited financial statement shall be made available for inspection by the 
California Attorney General and by all members of the public no later than nine months after the 
close of the relevant fiscal year in the same manner as the corporation's Internal Revenue 
Service Form 990. Each annual financial statement shall be made available to the public for 
three years. 

Section 8.7 Nominating Committee. The Nominating Committee shall be a standing 
advisory committee and shall be composed of five (5) Directors appointed by the Chairperson, 
including one BM Director Appointee. The Nominating Committee shall have the authority and 
responsibility to: 

A. Recruit, screen, and evaluate candidates for Directors of this Corporation 
and other entities in which the Corporation has the right or power to appoint directors or 
managers. and shall solicit recommendations and input from all Directors, Bluelv.iountain 
Capital Management, LLC, and Manager for nominees to the Board of Directors; 

B. Nominate Director nominees to the Board of Directors, and of other 
entities for which this Corporation has the right to appoint directors or managers; and 

C. Perfom1 such other functions as may be assigned to it by the Board of 
Directors. 

Section 8.8 Executive Compensation Review and Approval. During any period that 
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the 
Board, or any authorized Committee of the Board, shall review and approve the compensation, 
including benefits, of the President/CEO and the CFO to ensure that each such officer's 
compensation is just and reasonable. Such review and approval shall occur when the officer is 
initially hired\ whenever the officer's term of employment is renewed or extended, and when the 
officer's compensation is modified, unless such modification applies to substantially all 

· employees. 

Section 8.9 Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualif:,, as a member of the committee. The Chairperson and each member of 
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a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 8.11 Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than three (3 ), whichever is greater, shall be necessaiy and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 

ARTICLE IX 

GENERAL PROVISIONS 

Section 9.1 Voting Interests. The Corporation may vote any and all shares held by it 
in any other corporation and may exercise any and all membership rights held by it in any other 
corporation. Such action shall be unde1taken or evidenced on behalf of this Corporation by such 
officer, agent or proxy as the Board of Directors may appoint or, in default of any such 
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such 
case, such person may likewise appoint a proxy to vote shares. 

Section 9.2 Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be detennined by the Board of Directors. 

Section 9.3 Execution of Contracts. Except as otherwise provided in these Bylaws, 
the Board of Directors may authorize any officer or officers, agent or agents to enter into any 
contract or execute ai1y instrument in the name of and on behalf of this Corporation and such 
authority may be general or confined to specific instai1ces. Unless so authorized by fhe Board of 
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power 
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to 
render it liable for any purpose or in any amount. 

Section 9 .4 Inspection of Corporate Records. The accounting books and records of 
this Corporation and the minutes of proceedings of this Corporation's Board of Directors and 
Committees shall be open to inspection upon the written request of any Director at any 
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reasonable time and for any purpose reasonably related to the interests of the Director. Such 
inspection may be made in person or by an agent or attorney. 

Section 9.5 Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation no later than one hundred twenty (120) days after the 
close of this Corporation's fiscal or calendar year. Such annual report shall be prepared in 
conformity with requirements of the California Nonprofit Public Benefit Corporation Law. 

Section 9.6 Dissolution. The property and assets of this Corporation are irrevocably 
dedicated to charitable, educational and scientific purposes. Upon the winding up and 
dissolution of this Corporation, its assets remaining, after payment or-adequate ·provision for 
payment of all debts and obligations of this Corporation, shall be distributed in accordance with 
the dissolution provisions set forth in this Corporation's Articles oflncorporation. 

Section 9.7 Fiscal Year. The fiscal year of this Corporation shall begin on the first 
day of July each year and end on June 30th of the following year. 

Section 9.8 Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review these Bylaws and recommend changes. 

ARTICLEX 

INDEMNIFICATION AND INSURANCE 

Section 10.1 Indemnification. To the full extent permitted by Jaw and in the manner 
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability 
and hold harmless any person who was or is a party to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or agent of this Corporation when serving in an official capacity on 
behalf of this Corporation, or is or was serving at the request of this Corporation as a member, 
director, officer, employee or agent of another corporation, domestic or foreign, nonprofit or for
profit, paiinership, joint venture, trust or other enterprise. The foregoing rights of 
indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable Jaw, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or agent of this Corporation ai1d shall inure to the benefit of the 
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such 
action, suit or proceeding survives the death of such person. 

Section 10.2 Payment of Expenses. This Corporation may pay expenses, including 
attorneys' fees; incuned in defending ai1y action, suit or proceeding refened to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as pe1111itted by Jaw. 

Section 10.3 Insurance. This Corporation may purchase and maintain insurance on 

behalf of any person who is or was a Director, officer, employee or agent of this Corporation 


19 




when serving in an official capacity on behalf of this Corporation, or is or was serving at the 
request of this Corporation as a member, director, officer, employee or agent of another 
corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, trust or other 
enterprise, against any claim or liability asserted against such person and incurred in any such 
capacity, or arising out of such person's status as such, whether or not this Corporation would be 
required or would have the power to indemnify such person against such liability under this 
Article or otherwise. 

ARTICLE XI 

MAINTAINING A UNIFIED HEALTH SYSTEM 

Section 11.1 Generally. In order to establish the relationships among organizations in 
the Health System which are necessary to maintain a unified system, this Corporation shall 
require that the governing document or documents of any entity of which this Corporation is the 
sole corporate member or controlling organization contain the following: 

A. Provisions which reserve to this Corporation the powers over such entity, 
as may be required by applicable Health System policies; 

B. Provisions which reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

C. Provisions which require such entity to require that the governing 
· document or documents of organizations it controls contain a provision which reserves to 
this Corporation, the powers set forth in these Bylaws, the governing document or 
documents of such entity or applicable Health System policies (including the System 
Authority Matrix). The term "governing document or documents," is used in this Article 
as a generic form to describe the organizational documents by which an entity is legally 
formed in a particular state and includes, but is not limited to, articles of incorporation, 
bylaws, governing resolutions, articles ofpartnership,joint venture agreements, and any 
other document which creates or governs the organization or entity. 

Section 11.2 Exercise of Reserved Powers. All action by this Corporation as the 
corporate member or controlling entity of an Affiliate shall be by this Corporation's Board of 
Directors. 

ARTICLE XII 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 
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ARTICLE XIII 


AMENDMENTS 


These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affinnative vote of a majority of the Directors then in office. 
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Conditions to Change in Control and Governance of O'Connor Hospita11 and Approval of 
the System Restructuring and Support Agreement by and among Daughters of Charity 
Ministry Services Corporation, Daughters of Charity Health System, Certain Funds 
Managed by BlueMountain Capital Management, LLC2, and Integrity Healthcare, LLC 

I. 

These Conditions shall be legally binding on Daughters of Charity Ministry Services 
Corporation, a California nonprofit religious corporation, Daughters of Charity Health System, a 
California nonprofit religious corporation, Verity Health System of California, Inc., a California 
nonprofit public benefit corporation, St. Vincent Medical Center, a California nonprofit religious 
corporation, St. Francis Medical Center, a California nonprofit religious corporation, O'Connor 
Hospital, a California nonprofit religious corporation, Saint Louise Regional Hospital, a 
California nonprofit religious corporation, and Seton Medical Center, a California nonprofit 
religious corporation, St. Francis Medical Center of Lynwood Foundation, a California nonprofit 
religious corporation, St. Vincent Foundation, a California nonprofit religious corporation, Seton 
Medical Center Foundation, a California nonprofit religious corporation, Saint Louise Regional 
Hospital Foundation, a California nonprofit religious corporation, O'Connor Hospital 
Foundation, a California nonprofit religious corporation, Caritas Business Services, a California 
nonprofit religious corporation, Verity Business Services, a California nonprofit public benefit 
,corporation, DCHS Medical Foundation, a California nonprofit religious 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, De Paul Ventures - San 
Jose Dialysis, LLC, a California limited liability company, any other subsidiary, parent, general 

1 Throughout this document, the term "O'Connor Hospital" shall mean the general acute care 
hospital located at 2105 Forest Avenue, San Jose, CA 95128, and any other clinics, laboratories, 
units, services, or beds included on the license issued to O'Connor Hospital by the California 
Department of Public Health, effective January 1, 2015, unless otherwise indicated. 

2 The term "Certain Funds Managed by BlueMountain Capital Management, LLC" shall mean 
the following: BlueMountain Guadalupe Peak Fund, L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Summit 
Opportunities Fund II (US) L.P ., a Delaware limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BMSB L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Foinaven 
Master Fund L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BlueMountain Logan Opportunities Master Fund 
L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital Management, 
LLC, its investment manager, and BlueMountain Montenvers Master Fund SCA SICA V-SIF, a 
Luxembourg corporate partnership limited by shares, by BlueMountain Capital Management, 
LLC, its investment manager. 
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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, the above-listed entities whose corporate status will be changed from a California nonprofit 
religious corporation to a California nonprofit public benefit corporation, 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 O'Connor Hospital, or the real property on which 
O'Connor Hospital is located, any and all current and future owners, lessees, licensees, or 
operators of O'Connor Hospital, and any and all current and future lessees and owners of the real 
property on which O'Connor Hospital is located. 

These Conditions shall be legally binding on the following entities, as defined in Operating Asset 
Purchase Option Agreement, Operating Asset Purchase Agreement, Real Estate Purchase Option 
Agreement, and the Real Estate Purchase Agreement, when the closing occurs on the Operating 
Asset Purchase Agreement and the Real Estate Purchase Agreement: the Option Holders, 
Purchaser and its Affiliates, "OpCo" a Delaware limited liability company, owned directly or 
indirectly by funds managed by BlueMountain Capital Management LLC, and "PropCo" a 
Delaware limited liability company that will elect to be treated for tax purposes as a real estate 
investment trust, owned directly or indirectly by funds managed by BlueMountain Capital 
Management LLC, Integrity Healthcare, LLC, a Delaware limited liability company, Integrity 
Healthcare Blocker, LLC, a Delaware limited liability company, any other subsidiary, parent, 
general partner, limited partner, member, affiliate, successor, successor in interest, managing 
member, assignee, or person or entity serving in a similar capacity of any of the above-listed 
entities, 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 O'Connor 
Hospital, or the real property on which O'Connor Hospital is located, any and all current and 
future owners, lessees, licensees, or operators of O'Connor Hospital, and any and all current and 
future lessees and owners of the real property on which O'Connor Hospital is located. 

II. 

The transaction approved by the Attorney General consists of the System Restructuring and 
Support Agreement dated July 17, 2015, Amendment No. 1 to System Restructuring and Support 
Agreement, and any agreements or documents referenced in or attached to as an exhibit or 

'schedule and any other documents referenced in the System Restructuring and Support 
Agreement and Amendment No. 1 to System Restructuring and Support Agreement including, 
but not limited to: 

a. Transitional Consulting Services Agreement dated July 17, 2015; 
b. Health System Management Agreement with Integrity Healthcare, LLC; 
c. Debt Facility Commitment Letter dated July 17, 2015, signed by all the funds listed in 
footnote 2 and BlueMeridian Capital, LLC; 
d. Operating Asset Purchase Option Agreement; 
e. Operating Asset Purchase Agreement; 
f. Real Estate Purchase Option Agreement; 
g. Real Estate Purchase Agreement; 
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f. Information Technology Lease Agreement; and 
g. Deposit Escrow Agreement dated July 17, 2015. 

All the entities listed in Condition I, Integrity Healthcare, LLC, a Delaware limited liability 
company, BlueMountain Capital Management, LLC, a Delaware limited liability company, and 
any other parties referenced in the above agreements shall fulfill the terms of these agreements or 
documents and shall notify and obtain the Attorney General's approval in writing of any 
proposed modification or rescission of any of the terms 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 forth in Corporations Code 
section 5917 and obtain the Attorney General's approval. 

III. 

For fifteen years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital, and all future owners, managers, lessees, licensees, or operators of 
O'Connor Hospital shall be required to provide written notice to the Attorney General 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 O'Connor 
Hospital; 

(b) Transfer control, responsibility, management, or governance of O'Connor Hospital. The 
substitution or addition of a new corporate member or members of O'Connor Hospital or Verity 
Health System of California, Inc. that transfers the control of, responsibility for or governance of 
0'Connor Hospital, shall be deemed a transfer for purposes of this Condition. The substitution 
or addition of one or more members of the governing body of O'Connor Hospital or Verity 
Health System of California, Inc., or any arrangement, written or oral, that would transfer voting 
control of the members of the governing body of O'Connor Hospital or Verity Health System of 
California, Inc., shall also be deemed a transfer for purposes of this Condition. 

IV. 

For at least ten years from the closing date of the System Restructu'ring and Support Agreement, 
O'Connor Hospital shall be operated and maintained as a licensed general acute care hospital (as 
defined in California Health and Safety Code Section 1250) and shall maintain, provide, and 
expand the following healthcare services at current3 licensure and designation with the same 
types and/or levels of services: 

a. 	 24-hour emergency medical services, including a minimum of 23 emergency 
treatment stations; 

b. 	 Intensive care services, including a minimum of 14 intensive care beds; 
c. 	 Coronary care services, including a minimum of 8 coronary care beds; 

3 The term "current" or "currently" throughout this document means as of January 1, 2015. 
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d. 	 Obstetric services, including a minimum of 30 obstetrics beds; 
e. · 	Sub-acute care services, including a minimum of 24 sub-acute beds; 
f. 	 Women's health services, including mammography; and 
g. 	 Reproductive health services and expand such services to include those prohibited 

by the "Ethical and Religious Directives for Catholic Health Care Services" as 
determined by the United States Conference of Catholic Bishops. 

O'Connor Hospital shall not place all or any portion of its above-listed licensed-bed capacity or 
services in voluntary suspension or surrender its license for any of these beds or services. 

v. 
For at least five years from the closing date of the System Restructuring and Support Agreement, 
0'Connor Hospital shall maintain and provide the following services at current licensure, types, 
and/or levels of services: 

a. 	 Cardiac services, including the two cardiac catheterizations and designation as a 
STEM! Receiving Center; 

b. 	 Cancer services, including radiation therapy and the Ambulatory Infusion Center; 
c. 	 Advanced certification as a Primary Stroke Center; 
d. 	 Neonatal intensive care services, including a minimum of 10 neonatal intensive care 

beds; 
e. 	 Orthopedics and joint replacement services; 
f. 	 Wound care and hyperbaric medicine services; and 
g. 	 Pediatric services, including a minimum of 14 pediatric beds. 

O'Connor Hospital shall not place all or any portion of its above-listed licensed-bed capacity or 
services in voluntary suspension or surrender its license for any of these beds or services. 

VI. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall maintain physician on-call coverage agreements with currently 
contracted specialties and/or maintain other comparable coverage arrangements with physicians 
at fair market value. 

VII. 

For ten years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall: 

a) Be certified to participate in the Medi-Cal program; 

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 O'Connor Hospital to Medi-Cal beneficiaries (both Traditional Medi-Cal and Medi
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Cal Managed Care) as required in these Conditions, on the same terms 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 hospital coverage, unless the 
contract is terminated for cause: 

i.) Local Initiative: Santa Clara Family Health Plan or its successor; 
ii.) Local Initiative: Santa Clara Valley Health Plan or its successor; and 
iii.) Commercial Plan: Anthem Blue Cross of California or its successor. 

IfO'Connor Hospital questions whether it is being reimbursed on the same terms and conditions 
as other similarly situated hospitals offering substantially the same services, it shall notify the 
Attorney General's Office with at least 120 days' notice prior to taking any action that would 
effectuate any loss, interruption of service or diminution in quality, or gap in contracted hospital 
coverage or prior to giving any required notice of taking such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provider 
Number to provide the same types and levels of emergency and non-emergency services at 
O'Connor Hospital to Medicare beneficiaries (both Traditional Medicare and Medicare Managed 
Care) as required in these Conditions. 

VIII. 

For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall provide an annual amount of Charity Care (as defined below) at 
O'Connor Hospital equal to or greater than $3,326, 708 (the Minimum Charity Care Amount). 
For purposes hereof, the term "charity care" shall mean the amount of charity care costs (not 
charges) incurred by O'Connor Hospital in connection with the operation and provision of 
services at O'Connor Hospital. 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.4 O'Conhor 
Hospital shall use and maintain a charity care policy that is no less favorable than O'Connor 
Hospital's current charity care policy and in compliance with California and Federal law. The 
planning of, and any subsequent changes to, the charity care and collection policies, and charity 
care services provided at O'Connor Hospital shall be decided by the O'Connor Hospital Board of 
Directors after consultation with the Local Governing Board of Directors as set forth in 
Condition XI. 

O'Connor Hospital's obligation under this Condition shall be prorated on a daily basis if the 
closing date of the System Restructuring and Support Agreement is a date other than the first day 
of O'Connor Hospital's fiscal year. 

4 
OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, 

"the determination 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 has the ability but is unwilling to pay off the account." 
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For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any, 
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan Statistical Area Base 
Period: 1982-84=100" (as published by the U.S. Bureau of Labor Statistics). 

While the Health System Management Agreement with Integrity Healthcare, LLC is in effect, if 
the actual amount of charity care provided at O'Connor Hospital for any fiscal year is less than 
the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced Consumer 
Price Index) required for such fiscal year, O'Connor Hospital shall pay an amount equal to the 
deficiency as follows: 50% of the deficiency payment as a contribution to the Daughters of 
Charity Health System Retirement Plan (Defined Benefit Church Plan), as defined in the System 
Restructuring and Support Agreement, in addition to the contributions that are required by the 
amortization schedule and premium payments required under Employee Retirement Income 
Security Act of 1974 and the Internal Revenue Code of 1986 (as amended), as set forth in section 
7.3 in the System Restructuring and Support Agreement until the Defined Benefit Church Plan is 
fully funded, and 50% of the deficiency payment for capital expenditures as set forth in section 
7.7 of the System Restructuring and Support Agreement for repairing and/or upgrading the 
hospital buildings and equipment including, but not limited to, seismic compliance as required in 
Condition XV. Such payments shall be made within four months following the end of such 
fiscal year. 

After the closing date on the Operating Asset Purchase Agreement and the Real Estate Purchase 
Agreement, if the actual amount of charity care provided at O'Connor Hospital for any fiscal 
year is less than the Minimum Charity Care Amount ( as adjusted pursuant to the above
referenced Consumer Price Index) required for such fiscal year, O'Connor Hospital shall pay an 
amount equal to the deficiency to one or more tax-exempt entities that provide direct health care 
services to residents in O'Connor Hospital's service area (25 ZIP codes), as defined on page 64 
of the Health Care Impact Report, dated October 2, 2015, and attached hereto as Exhibit 1. Such 
payment(s) shall be made within four months following the end of such fiscal year. 

The 2010 Federal Affordable Care Act may cause a reduction in future needs of charity care. 
Because of the impact of the Medi-Cal expansion in California and other effects from the 2010 
Federal Affordable Care Act, the California Attorney General will consider adjusting the 
Minimum Charity Care Amount based on financial data submitted to OSHPD from time periods 
after implementation of the 2010 Federal Affordable Care Act. Any actual reduction will be 
considered "unforeseen" for purposes of Title 11, California Code of Regulations, section 999.5, 
subdivision (h). Once O'Connor Hospital submits its Annual Financial Disclosure Report to 
OSHPD for Fiscal Year 7/1/2015 to 6/30/2016, it may seek a request for an amendment of the 
Minimum Charity Care Amount beginning for Fiscal Year 7/1/2016 to 6/30/2017. The Attorney 
General's Decision on such a request will be issued within 90 days of the submission of all of the 
information required in Title 11, California Code of Regulations, section 999.5, subdivision 
(h)(2) and all the information requested by the Attorney General's Office. 
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IX. 


For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall provide an annual amount of Community Benefit Services at O'Connor 
Hospital equal to or greater than $2,751,213 (the "Minimum Community Benefit Services 
Amount") exclusive of any funds from grants. For six fiscal years, the following community 
benefit programs and services shall continue to be offered: 

a. 	 Family Medicine Residency Program; and 
b. 	 Health Benefits Resource Center. 

The planning of, and any subsequent changes to, the community benefit services provided at 
O'Connor Hospital shall be decided upon by the O'Connor Hospital's Board of Directors after 
consultation with the Local Governing Board of Directors as set forth in Condition XI. ' 

O'Connor Hospital's obligation under this Condition shall be prorated on a daily basis if the 
effective date of the System Restructuring and Support Agreement is a date other than the first 
day of O'Connor Hospital'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 Annual 
Percent increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for 
All Urban Consumers in the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan 
Statistical Area Base Period: 1982-84=100" (as published by the U.S. Bureau of Labor 
Statistics). 

If the actual amount of community benefit services provided at O'Connor Hospital for any fiscal 
year is less than the.Minimum Community Benefit Services Amount (as adjusted pursuant to the 
above-referenced Consumer Price Index) required for such fiscal year, O'Connor Hospital shall 
pay an amount equal to the deficiency to one or more tax-exempt entities that provide · 
community benefit services for residents in O'Connor Hospital's service area (25 ZIP codes), as 
defined on page 64 of the Health Care Impact Report, dated October 2, 2015, and attached hereto 
as Exhibit 1. Such payment shall be made within four months following the end of such fiscal 
year. 

x. 
For at least ten years from the closing date of the System Restructuring and Support Agreement 
unless otherwise indicated, 0'Connor Hospital shall maintain its contracts and any amendments 
and exhibits thereto with the County of Santa Clara for services, including the following: 

a. 	 Neonatal and Pediatric Services Regional Cooperation Agreement Between 
O'Connor Hospital and County of Santa Clara; 

b. 	 Hospital Designation Agreement By and Between the County of Santa Clara and 
Saint Louise Regional Hospital; 
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c. 	 Agreement Between the County of Santa Clara and O'Connor Hospital For the 
Grant of Bioterrorism Hospital Preparedness Program; 

d. 	 Agreement Between the County of Santa Clara and O'Connor Hospital For Use of 
Automated Vital Statistics System; and 

e. 	 County of Santa Clara Hospital Mutual Aid System Memorandum of 
Understanding. 

0'Connor shall request that the Neonatal and Pediatric Services Regional Cooperation 
Agreement Between O'Connor Hospital and County of Santa Clara contract be amended to 
remove any requirement to comply with and any reference to the "Ethical and Religious 
Directives for Catholic Health Care Services" as determined by the United States Conference of 
Catholic Bishops. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall provide to the Santa Clara County Public Health Department and Santa 
Clara County Mental Health Department information and documents related to staffing 
assessments, clinical guidelines, services provided, and technology needs for O'Connor 
Hospital. The goal is to ensure that O'Connor Hospital's decisions or changes in these areas will 
not be motivated by a desire to move away from serving the Medi-Cal population. Such 
information and documents will also be provided to the Local Governing Board. 

XI. 

For ten years from the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital shall have a Local Governing Board of Directors. 0 'Connor Hospital's 
Board of Directors shall consult with the Local Governing Board of Directors prior to making 
changes to medical services, community benefit programs, making capital expenditures 
including the spending of the funds for the "Capital Commitment" set forth in section 7.7 of the 
System Restructuring and Support Agreement and attached hereto as Exhibit 2, making changes 
to the charity care and collection policies, and making changes to charity care services provided 
at O'Connor Hospital. The members of the Local Governing Board shall include physicians 
from O'Connor Hospital's medical staff, O'Connor Hospital's Chief of Staff, one member 
designated by the Santa Clara County Board of Supervisors, and community representatives 
from O'Connor Hospital's primary service area (25 ZIP codes), as defined on page 64 of the 
Health Care Impact Report, dated October 2, 2015, and attached hereto as Exhibit 1, including 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 unless done so on an emergency 
basis. The Local Governing Board's approval is required of all reports submitted to the Attorney 
General regarding compliance with these Conditions. 

/ 
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XII. 

Verity Health System of California, Inc. shall reserve or expend the $180 million capital 
commitment set forth in section 7.7 of the System Restructuring and Support Agreement and 
attached hereto as Exhibit 2. 

XIII. 

Verity Health System of California, Inc. shall comply with the pension obligations set forth in 
section 7.3 of the System Restructuring and Support Agreement. Section 7.3 of the System 
Restructuring and Support Agreement should be amended to include the following language: 

(f) Notwithstanding any limitations set forth in the documents governing the 
Defined Benefit Church Plan, the Defined Contribution Church Plans, and the 
Multiemployer Plans, the participants of these plans have the legal right to 
enforce compliance of Section 7 .3 against Verity Health System of California, 
Inc. 

XIV. 

O'Connor Hospital shall maintain privileges for current medical staff who are in good standing 
as of the closing date of the System Restructuring and Support Agreement. Further, the closing 
of the System Restructuring and Support Agreement shall not change the medical staff officers, 
committee chairs, or independence of the O'Connor Hospital's medical staff, and such persons 
shall remain in good standing for the remainder of their tenure. 

xv. 

Verity Health System of California, Inc. shall commit the necessary investments required to meet 
and maintain OSHPD seismic compliance requirements at O'Connor Hospital through 2030 
under the Alfred E. Alquist Hospital Facilities Seismic Safety Act of 1983, as amended by the 
California Hospital Facilities Seismic Safety Act, (Health & Saf. Code,§ 129675-130070). 

XVI. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, 
O'Connor Hospital's Board of Trustees shall replace Article of IV, Section 3, subsectio.n (a) of 
its Amended and Restated Bylaws Template (attached hereto as Exhibit 3) with the following 
language: 

(a) Number and Composition. The Board of Trustees shall generally consist of not less than five 
(5) nor more than seventeen (17) members, including: 

i) no more than 50 percent shall be members who are in good standing on the Board of 
Directors of Verity Health System of California, Inc:; 
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ii) at least one-third shall be residents of Santa Clara County; and 

iii) no members shall have either directly or indirectly, personally or through a family 
member have any financial relationship with BlueMountain Capital Management, LLC or any of 
its owned or managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, 
director, contractor or employee of BlueMountain Capital Management, LLC or any of its owned 
or managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which 
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for 
public companies wherein BlueMountain Capital Management, LLC has an interest of less than 
10%. 

O'Connor Hospital's Board of Trustees shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 4) and Amended and Restated Bylaws within 90 days from the closing date of the 
System Restructuring and Support Agreement requiring these provisions and any further changes 
to these documents must be approved by the Attorney General. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, Verity 
Health System of California, Inc. shall adopt the same Conflict of Interest Policy currently used 
by Daughters of Charity Health System and its affiliates ( attached hereto as Exhibit 5) except 
that all references to the "Corporation" in the Conflict of Interest Policy shall be amended to 
"Corporation or BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates, or Integrity Healthcare, LLC" and a portion of its "Financial Interest" definition 
section on page 2 shall be amended to state as follows: 

4. Financial Interest: A Director or Family·member has, directly or indirectly, a current or 
potential 

• Ownership or investment interest in; or 

• Compensation arrangement with; or 

• Other economic interest in any of the following: 

i. The Corporation; or 
ii. BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates and Integrity Healthcare, LLC; or 
iii. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC has a transaction or arrangement; or 
iv. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC is negotiating a transaction or arrangement; or 
v. Any entity or individual that competes with the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC. 
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Verity Health System of California, Inc. Board of Trustees shall provide a copy of its Conflict of 
Interest Policy within 90 days from the closing date of the System Restructuring and Support 
Agreement requiring this amendment and any further changes to this document must be 
approved by the Attorney General. 

Verity Health System of California, Inc. shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 6) and the Amended and Restated Bylaws ( as set forth in the attached hereto Amended 
and Restated Bylaws Template as Exhibit 7) within 90 days from the closing date of the System 
Restructuring and Support Agreement and any further changes to these documents must be 
approved by the Attorney General. 

If either the Verity Health System of California, Inc. 's Board of Directors or O'Connor 
Hospital's Board of Trustees provides board compensation to its members other than 
reimbursement for travel to and from board/trustees' meetings, it is required to obtain an fair 
market valuation for payment of such compensation for similarly-situated board of 
directors/trustees in the United States every two years. 

XVII. 

There shall be no restriction or limitation on providing or making reproductive health services, 
including such services prohibited by the "Ethical and Religious Directives for Catholic Health 
Care Services" as determined by the United States Conference of Catholic Bishops, available at 
O'Connor Hospital, its medical office buildings, or at any of its facilities. There shall be no 
discrimination against any lesbian, gay, bisexual, or transgender individuals at O'Connor 
Hospital. Both of these must be explicitly set forth in O'Connor Hospital's written policies, 
adhered to, and strictly enforced. 

XVIII. 

At least thirty days prior to the closing of the Operating Asset Purchase Agreement and the Real 
Estate Purchase Agreement, O'Connor Hospital Foundation shall provide to the Attorney 
General's Office an accounting of all charitable assets. Within 5 days of the Attorney General's 
approval, O'Connor Hospital Foundation shall transfer all charitable assets including, but not 
limited to, all temporary and permanent! y restricted funds to the California Community 
Foundation. 

a) The funds from O'Connor Hospital Foundation, if not previously restricted to support 
a specific charitable organization, will be deposited into the California Community 
Foundation's O'Connor Hospital Fund, and used to support nonprofit tax-exempt 
charitable organizations, clinics and facilities in providing healthcare services to residents 
of O'Connor Hospital's service area (25 ZIP codes), as described on page 64 in the 
Healthcare Impact Report authored by Medical Development Specialists, LLC, dated 
October 2, 2015. (Exhibit 1.) The donated funds shall be maintained and used for the 
purposes specified herein for a period of at least five years. 
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b) If there are funds from O'Connor Hospital Foundation previously restricted to support 
a specific charitable organization, such funds shall be deposited into a fund or funds at 
California Community Foundation restricted to continuing support for such charitable 
organization or organizations. Such funds are protected against obsolescence. If the 
purposes of any restricted fund become unnecessary, incapable of fulfillment, or 
inconsistent with the charitable needs of the community served by California Community 
Foundation, California Community Foundation's Board of Directors shall have the ability 
to modify any restriction or condition on the use such fund. 

XIX. 

For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, O'Connor Hospital shall submit to the Attorney General, no later than four months 
after the conclusion of each fiscal year, a report describing in detail compliance with each 
Condition set forth herein. The Chairman of the Board of Directors of O'Connor Hospital and 
the Chief Executive Officer at O'Connor Hospital shall each certify that the report is true, 
accurate, and complete and provide documentation of the review and approval. of the report by 
the O'Connor Hospital's Board of Directors and the Local Governing Board. 

xx. 
At the request of the Attorney General, all parties listed in Condition I, Integrity Healthcare, 
LLC, a Delaware limited liability company, BlueMountain Capital Management, LLC, a 
Delaware limited liability company, and any other parties 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 terms 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 information so produced to the extent that such information 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. 

XXI. 

Once the System Restructuring and Support Agreement is closed, all parties listed in Condition I, 
Integrity Healthcare, LLC, a Delaware limited liability company, BlueMountain Capital 
Management, LLC, a Delaware limited liability company, and any other parties referenced in the 
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the 
applicability and compliance with each and every Condition and to have waived any right to seek 
judicial relief with respect to each 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 remedies the Attorney General may 
have, the Attorney General shall be entitled to specific performance, injunctive relief, and such 
other equitable 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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ANALYSIS OF THE HOSPITAL'S SERVICE AREA 


Service Area Definition 

The Hospital's service area is comprised of 25 ZIP Codes, from which 80% of its discharges 
originated in 2014. Approximately 50% of the Hospital's discharges came from the top ten ZIP 
Codes, located in San Jose, Santa Clara, and Milpitas. In 2014, the Hospital's market share in the 
service area was 11%. 

SERVICE AREA PATIENT ORIGIN MARKET SHARE BY ZIP CODE: 2014 

Total % of Cumulative %of Total Area Market 
ZIP Codes Communit Dischar es Dischar es Dischar es Dischar es Share 
95127 ''''''' -~c! IJ)g?~-----' ....618. 5.7% ............ 5}% 5,24jl 11,8% 
95.12J... Sa.n .Jo.s.e.... .5J15... 5,4%. g,Q% .4,554 H,ll% 
95112 San Jose ...5.76.. ......5.3% 16.3% .. 4,056 14.2% 
9.5.128 .. s.an)ose . . 5 ..6.'l... 5,2% n.s% 3,182 1.!.?%.. 
95116 .. San Jose 562 5,2% 2.6...6%. 

''''' 
4,913 11.4% 

. 95111 .. San.J9se 5.53... 5,1% .. 31,?% 4,418 12,5% 
95125 San Jose 533 4.9% 36.6% 4,294 12.4% 
9.5050 ... .~a nta cl.a.ra .... 5.3J 4,9% 41.5% 2,706 .19,6.% . 
95126 San Jose 466 4.3% 45..8%.. 2,662 17.5% 
95035 M..i.JPitas 378 3 . .5.% 49..2%. 4,3.83 .. 8,6% 
95121 San Jose 347 3.2% 52.4% 2,734 12.7% 
9.51.3.2 !?i:J_D, J.9se_  3.2.L .2,9% 55,4% 2,61L .12,3% 
95117 San Jose 307 2.8% 58.2% 2,131 14.4% 
95148 SanJc,se 2.911. 2,Z% 69,9% 2,8n 10,5% 
95051 Santa Clara 287 2.6% 63.5% 3,737 7.7% 
951i3 San Jose 25.0... 2.,3.% .. §5.8% 4,561 5,5% 
95136 San Jose 242 2.2% 68.0% 3,046 7.9% 
95.110 San J.ose 218 2,0% Z0,0% 1,445. 15.1%... 
95008 Campbelf 204 1.9% 71.9% 3,266 6.2% 
95..133.. San Jc,se. 195 1.,8% . ... ].3..?% . 1,~80 10...4%- .. 
95124 San Jose 182 1.7% 75.4% 3,385 5.4% 
95p1 s.a.n.Jose 181 1.1%. Z7.,Q% 1,826 9,9% 
95129 San Jose 147 1.3% 78,4% .2,036 7.2% 
9.51.18 . s.an Jose . 140. 1.,.3.%.... Z9..Z%. .2.4~5 ...5.,.7%... 
95113 San Jose 36 0.3% 80.0% 1,095 3.3% 
Subtotal 8,721 80.0% 80.0% 79,470 11.0% 
Other ZIPS 2,180 20.0% 100% 
Total 10,901 100.0% 
Note: Excludes normal newborns 

Source: OSHPD Patient Discharge Database 
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No such patient shall be turned away because of age, race, religion, gender, sexual orientation, 
payment source or inability to pay. 

(c) For a period of not less than five (5) years following the Effective Time,. 
Integrity acknowledges that DCHS will maintain the existing chapels at the Hospitals to be used 
for the celebration of Catholic mass and other religious services, and provide an appropriately 
staffed and funded pastoral care service at the Hospitals. 

7.7 Capital Commitment. After the Closing, DCHS shall reserve or expend the 
following amounts for capital expenditures in each of the successive five (5) years immediately 
following the Closing Date: $40,000,000.00 in each of the first three (3) years immediately 
following the Closing Date, and $30,000,000.00 in each of years 4 and 5 immediately following 
the Closing Date. Notwithstanding the preceding sentence, in the event that within the first five 
years post-Closing, one or more of the Hospitals is sold or otherwise disassociated from DCHS, 
any remaining annual Capital Commitments of the remaining DCHS thereafter as set forth 
above, shall be reduced pro-rata based on the net reven~e for such sold or disassociated 
Hospital(s) as included in the most recently completed audited income statement. 

7.8 Intellectual Property. 

(a) Except as permitted under Section 6.13 of this Agreement, Integrity 
hereby covenants and agrees not to use the Hospital Trademarks in any manner or in any 
medium or form that includes or incorporates any Retained Marks (including, without limitation, 
the DCHS Names). Integrity further hereby covenants and agrees that all marketing and 
advertising using the Hospital Trademarks after the Effective Time will be in a form that 
integrates the use of the name "Integrity Health System, Inc." or similar branding in connection 
with the use of such Hospital Trademarks in such marketing or advertising materials. 

(b) Except as permitted under Section 6.13, Integrity covenants not to use the 
Retained Marks or any marks or domain names that are confusingly similar to the Retained 
Marks, or any other Retained IP, in any manner and in any medium. 

(c) Except as permitted under Section 6.13, Integrity shall, as of the Effective 
Time, (i) discontinue the use of all corporate and trade names, letterhead and business cards that 
contain any Retained Marks (including, without limitation, the DCHS Names), (ii) use 
commercially reasonable effo11s to file appropriate name change amendinents with the California 
Secretary of State, (iii) use commercially reasonable efforts to promptly replace or modify all 
exterior and interior fixtures that contain or comprise building signs to remove completely any 
Retained Marks (including, without limitation, the DCHS Names), and (iv) shall not 
subsequently change such names to (or otherwise use or employ) any names which contain any 
Retained Marks (including, without limitation, the DCl-JS Names). 

7.9 Actions Related to Legal Opinion from Bond Counsel. BlueMountain agrees to 
cooperate with and provide Orrick, Herrington & Sutcliffe LLP ("Orrick") with all requested 
documentation in order to complete the opinion described in Section 8.9, including a 501 (c)(3) 
opinion from a firm acceptable to Orrick, and BlueMountain shall obtain any valuations 
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DRAFT TEMPLATE 


AMENDED AND RESTATED 

BYLAWS OF 

[NAME] 

[HOSPITAL][MEDICAL CENTER] 

ARTICLE I 

NAME 

The name of this Corporation shall be as set fmih in its Articles ofincorporation. 
, 

ARTICLE II 

DEFINITIONS 

Section !. Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of other entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such tem1s shall be interpreted to give 
full effect to the intent of Article XIII of these Bylaws. 

(a) Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California 
nonprofit public benefit corporation ("Verity"), or by another organization controlled by Verity. 
As used in this definition, "control" shall mean (a) the status of sole corporate member of an 
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing 
body of an organization. 

(b) Corporate Member. The term "Corporate Member" shall mean Verity. 

(c) Corporation. The term "Corporation" shall mean [NAME] Medical 
Center. 

(d) Health System. The term "Health System" shall mean, collectively, 
Verity, this Corporation and the Affiliates of Verity and the Corporation. 

(e) Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

(f) System Authority Matrix. The term "System Authority Matrix" shall mean 
the document as in effect from time to time which sets forth the respective responsibilities and 
authorities for Health System operations and decision making. 
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Section 2. Other Capitalized Terms. Capitalized te1111s used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 

ARTICLE Ill 

PURPOSES 

Section I. Purposes. The purposes of this Corporation are set out in its Articles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section I. Principal Office. The principal office of this Corporation shall be in the 
County of[County]. State of California. 

Section 2. Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

CORPORA TE MEMBERSHIP 

Section l. Corporate Membership. The sole member of this Corporation is Verity, 
acting through its Board of Directors or otherwise as provided in Article XIII, Section 2 of these 
Bylaws or the California Nonprofit Corporation Law. 

Section 2. Rights and Powers of the Corporate Member. As the sole member of this 
Corporation under the California Nonprofit Corporation Law, the Corporate Member has all 
corresponding statutory rights and powers of membership. In addition, the Corporate Member 
has the power (which are termed the "Reserved Powers" of the Corporate Member) to take or 
approve the following actions: 

(a) Approve or change the mission, role and purpose of this Corporation; 

(b) Amend the Bylaws and Articles oflncorporation of this Corporation; 

(c) Authorize the Board of Directors to amend the bylaws, articles of 
incorporation or other organizational documents of any Affiliate; 

(d) Approve the fom1ation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct Affiliate of 
this Corporation; 

(e) Fix the number and appoint and remove the Directors of this Corporation; 
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(f) Appoint and remove the Chairperson of the Board and the President and 
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this 
Corporation; 

(g) Approve the merger, consolidation, reorganization or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

(h) Approve the acquisition, sale, lease, mortgage, transfer or other alienation 
of real or personal property of this Corporation other than in accordance with the System 
Authority Matrix; 

(i) Approve the capital and operating budgets of this Corporation or of any 
Affiliate controlled by this Corporation; 

G) Approve the incurrence of debt or guaranties of this Corporation other 
than in accordance with the System Authority Matrix; 

(k) Establish policy concerning quality of care and services for the 
Corporation and to approve any such policies of this Corporation that are inconsistent with the 
System Authority Matrix; 

(I) Establish policy and procedures concerning finance and resources for the 
Corporation and to approve any such policies or procedures that are inconsistent with such 
policies or procedures; 

(m) Establish criteria for the long-range financial and strategic plans of the 
Corporation and to approve any such plans; 

(n) Establish an internal auditing program and approve any material element 
of the internal auditing progran1 for this Corporation that is inconsistent with the internal auditing 
program established by the Corporate Member; 

(o) Approve capital expenditures by this Corporation or for any Affiliate 
controlled b~, this Corporation other than in accordance with the System Authority Matrix; 

· (p) Approve the transfer of funds, by gift or loan, between this Corporation 
and one or more other Affiliates of Verity and this Corporation or to any other person or entity 
other than in accordance with System Authority Matrix; and 

(q) Approve any other action by this Corporation or for any Affiliate 
controlled by this Corporation that has been established by resolution of the Corporate Member 
as requiring its approval, including, but not limited to, any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to which this 
Corporation or any Affiliate controlled by this Corporation is a party. 

Section 3. Voting Bv Proxy. The Corporate Member may not vote by proxy. 
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Section 4. Appointment of Officer or Director or Others to Act on Behalf of 
Corporate Member. Subject to applicable law and the articles of incorporation and bylaws of the 
Corporate Member, the Corporate Member's board of directors may, by resolution, appoint one 
of more officers or directors of the Corporate Member or one or more other persons to act on its 
behalf, in its capacity as Corporate Member of this Corporation. 

Section 5. Annual Meeting. A meeting of the Corporate Member shall be held 
annually for the purpose of appointing directors and to transact such other business as may be 
brought before such meeting. The annual meeting of the Corporate Member shall be held at such 
time and place as the board of directors of the Corporate Member determine from time to time. 

Section 6. Action by Written Consent. Any action required or permitted to be taken 
at a meeting (whether annual, regular or special) by the Corporate Member under any provision 
of law, the Articles of Incorporation or these Bylaws may be taken without a meeting if the 
Corporate Member consents to such action in· writing. Each such written consent shall be filed 
with the minutes of the proceedings of the Corporation. Such action by written consent shall 
have the same force and effect as a vote of the Corporate Member. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Corporate 
Member without a meeting shall state that the action was taken by written consent of the 
Corporate Member without a meeting and that the Bylaws of the Corporation authorize the 
Corporate Member to so act. 

ARTICLE VJ 

BOARD OF DIRECTORS 

Section l. Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the Reserved Powers of the Corporate Member, the System 
Authority Matrix and the laws of the State of Califomia, the activities and affairs of this 
Corporation shall be managed and conducted and all corporate powers shall be exercised by or 
under the direction of this Corporation's Board of Directors. To facilitate the management and 
conduct of this Corporation's activities and affairs, the Board of Directors shall establish 
corporate policies for, and formulate the basic rules and regulations governing the operation and 
management of, this Corporation and generally oversee and be responsible for the quality of care 
and the planning of services rendered by this Corporation. The Board of Directors may delegate · 
the management and conduct of this Corporation's activities and affairs to any person or persons, 
management company, or committee however composed, provided that no delegation of 
authority by the Board of Directors to the Chief Executive Officer (as defined in Article VIII, 
Section 4 below), or anyone else, shall preclude the Board of Directors from exercising the 
authority required to meet its governance responsibility for the management and conduct of this 
Corporation's activities and affairs; and provided, further, that any delegation of powers of the 
Board may be made only to a committee of the Board consisting only of directors and shall be 
subject to the fmiher limitations on Board committees set fo1ih in Article IX, Section 1 of these 
Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 2. Reserved Powers of Verity as the Corporate Member: Final Action. 
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in 
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these 
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of 
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become 
final, binding action of the Corporation when such action has been approved or ratified by final 
action of the Corporate Member acting in accordance with these Bylaws arid the bylaws of the 
Corporate Member. 

Section 3. Number and Qualification. 

(a) The Board of Directors shall consist of not less than tlrree (3) nor more 
than seventeen (17) members, including at least one (1) person who is a member in good 
standing of the Board of Directors of Verity. 

(b) The President and Chief Executive Officer of the Corporate Member shall 
serve as a member of the Board, ex officio. 

(c) Restriction on Interested Directors. Not more than forty-nine percent 
( 49%) of the persons serving on the Board of Directors at any time may be interested persons 
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law. 
An interested person is (i) any person currently being compensated by this Corporation for 
services rendered to it within the previous twelve (12) months, whether as a full-time or part
time employee, independent contractor or otherwise, but excluding any reasonable compensation 
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-in
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such 
person. However, any violation of the provision of this Section shall not affect the validity or 
enforceability of any transaction entered into by this Corporation. · 

Section 4. Appointment by Corporate Member. The Directors shall be appointed by 
Verity at each amrnal meeting of the Corporate Member. 

Section 5. Term. Each Director (other than the President and Chief Executive Officer 
of the Corporate Member) shall hold office for a term of one (1) year or such other period set by 
the Corporate Member or until a successor is appointed and qualified or until such person sooner 
dies, resigns, is removed or becomes disqualified. 

Section 6. Removal and Filling of Vacancies. The Board of Directors may declare 
vacant the office of a Director who has been declared of unsound mind by a final order of court 
or convicted of a felony or who has missed more than half of the meetings of the Board of 
Directoi's during any twelve-month period other than by reason of illness, or who has been 
fonnd, by a final order or judgment of any comi, to be in breach of any duty owed to the 
Corporation under Sections 5230-5239 of the California Nonprofit Public Benefit ·Cmvoration 
Law. In the event that such office is declared vacant, a new Director to fill the unexpired pmiion 
of the term of the Director whose office was declared vacant shall be appointed by the Cmvorate 
Member. 

Section 7. Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary 
or to the Board of Directors of the Corporation at its principal office; provided that, except upon 
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notice to the Attorney General, no director may resign if the Corporation would then be left 
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be 
effective upon receipt unless specified to be effective at some other time. 

Section 8. Fees and Compensation. Directors may receive such reasonable 
compensation (within the meaning of Internal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Corporate Member. Directors may receive compensation from the corporation for 
services rendered lo it, subject to the restriction on interested Directors as set forth in Section 
3(c) above of this Article VI. 

Section 9. Self-Dealing Transactions. This Corporation shall not enter into self-
dealing transactions. Except as provided in Section 9(a) of this A1iicle VI, for the purpose of this 
Section, a self-dealing transaction means a transaction to which this corporation is a paiiy and in 
which one or more of the members of its Board of Directors or officers has a material financial 
interest and which does not meet the requirements of Sections 9(b) or 9(c) of this Article VI. 
Such a member of the Board of Directors is an "interested director" for the purpose of this 
Section. 

(a) Exceptions. The prov1s10ns of this section do not apply to ai1y of the 
following: 

(i) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(ii) A transaction which is pa11 of a public or charitable program of this 
corporation if it (i) is approved or authorized by this cmvoration in good faith ai1d without 
unjustified favoritism and (ii) results in a benefit to one or more members of the Board of 
Directors or their families because they are in the class of persons intended to be benefited by the 
public or charitable program. 

(iii) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the gross receipts of 
this corporation for the preceding fiscal year or one hundred thousand dollars ($100,000). 

(b) Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(i) This Corporation entered into the transaction for its own benefit; 

(ii) The transaction was fair and reasonable as to this Corporation at 
the time this C01voration entered into the transaction; 

(iii) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of 
the members of the Board of Directors then in office without counting the vote of the interes\ed 
director or directors, and with knowledge of the material facts concerning the transaction and the 
director's interest in the transaction. Interested directors may be counted in detern1ining the 
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presence of a quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Section 9(c)(i) of this Article VI, action 
by a committee of the Board of Directors shall not satisfy this paragraph; and 

(iv) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation under the 
circumstances that this corporation could not have obtained a more advantageous an-angement 
with reasonable effort under the circumstances or (ii) this corporation in fact could not have 
obtained a more advantageous aiTangement with reasonable effort under the circumstances. 

(c) Subsequent Board. of Directors Approval. This Corporation may enter 
into a self-dealing transaction if all of the following facts are established: 

(i) A co1m11ittee or person authorized by the Board of Directors 
approved the transaction in a maimer consistent with the stai1dards set forth in Section 9(b) of. 
this Article VI; 

(ii) It was not reasonably practicable to obtain approval of the Board 
of Directors prior to entering into the tra11saction; and 

' 
(iii) The Board of Directors, after detennining in good faith that the 

conditions of subparagraphs (i) a11d (ii) of this subsection (c) were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the Board of Directors 
then in office without counting the vote of the interested director or directors. Interested 
directors may be counted in determining the presence of a quorum at a meeting of the Board of 
Directors which authorizes, approves or ratifies the contract or transaction. 

ARTICLE VII 

MEETINGS OF THE BOARD OF DIRECTORS 

Section I. Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 2. Amrnal Meeting. As soon as reasonably practicable, but no later thai1 
sixty ( 60) days after the amrnal meeting of the Corporate Member, the Board of Directors shall 
hold an amrnal meeting for the purpose of organizing the Board, electing the officers and the 
transaction of such other business as may come before the meeting. The date of the amrnal 
meeting shall be fixed by resolution. No notice of the annual meeting of the Board of Directors 
need be given. 

Section 3. Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Corporate Member may fix by resolution from time to time. No notice 
of regular meetings of the Board of Directors need be given. 
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Section 4. Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation, or by the Corporate Member. 

Section 5. Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication (including e-mail), addressed to such 
Director at her or his address as it is shown on the records of this Corporation. Such notice, if 
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting, or if 
delivered personally, telephonically or telegraphically or by e-mail, shall be received at least 
forty-eight ( 48) hours prior to the time of the meeting. 

Section 6. Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the cmvorate records or made a part of the minutes of the 
meeting. 

Section 7. Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time 
and place. The act of a majority of the Directors present at any meeting at which there is a 
quorum shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 8. Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors may be taken without a meeting if all of the Directors individually or 
collectively shall consent in writing to such action. Such written consent or consents shall be 
filed with the minutes of the proceedings of the Board. Such action by written consent shall have 
the same force and effect as the unanimous vote of such Directors. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Board without a 
meeting shall state that the action was taken by written consent of the Board of Directors without 
a meeting and that the Bylaws of the C01voration authorize its Directors to so act. 

Section 9. Telephonic Meeting. Directors may participate in a meeting of the Board 
through the use of conference telephone or similar communication equipment, as long as all 
Directors participating in such meeting can hear one another. Pmiicipation in this manner shall 
constitute presence in person at such meeting. 

Section J0. Prohibition Against Voting bv Proxy. Directors may not vote by proxy. 
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ARTICLE Vlll 

CORPORATE OFFICERS 

Section J. Officers. 

(a) The officers of this Corporation shall include a Chairperson of the Board, 
a Vice Chairperson of the Board, a President and Chief Executive Officer ("CEO"), a Chief 
Financial Officer ("CFO"), a Secretary and a Chief Medical Officer ("CMO"), all of whom shall 
be selected in accordance with the provisions of this Article VIII. Neither the Chairperson of the 
Board nor the President/CEO may serve concwTently as the Secretary or CFO of this 
Corporation. 

(b) The officers of this Corporation shall be appointed by the Corporate 
Member. Each shall hold office until her or his resignation or removal, other disqualification to 
serve or w1til her or his successor shall be elected and qualified. 

(c) The Board of Directors may appoint such additional officers from among 
the members of the Board of Directors (including, for example, one (!) or more assistant 
Secretaries), as the business of this Corporation may require, each of whom shall serve for such 
period, have such authority and perform such duties as the Board of Directors from time to time 
may authorize. 

Section 2. Removal of Officers. Any officer, other than the Chairperson of the Board, 
the President and CEO, the CFO and the CMO, may be removed, with or without cause, by a 
majority of Directors then in office, at any regular or special meeting of the Board. The 
Chairperson of the Board may be removed, with or without cause, only by the Corporate 
Member, and the President/CEO may be removed, with or without cause, only by the Corporate 
Member after consultation with the Board of Directors of this Corporation and the 
Presiden11CEO of the Corporate Member. The CMO may be removed, with or without cause, 
only by the President/CEO of this Corporation with the concurrence of the President/CEO of the 
Corporate Member after consultation with the Board of Directors of this Corporation. The CFO 
may be removed, with or without cause, only by the President/CEO of this Corporation with the 
concwTence of the Chief Financial Officer of the Corporate Member after consultation with the 
Board of Directors of this Corporation. If a vacancy occurs in any office as a result of death, 
resignation, removal, disqualification or any other cause, the Board of Directors may delegate the 
powers and duties of such, office, except as otherwise provided in these Bylaws, to any officer or 
to any Director until such time as a successor for such office has been appointed. Any officer 
who is also a Director shall be automatically removed as such an officer upon her or his removal 
as a Director in accordance with the provisions of Article VI, Section 6 of these Bylaws. 

Section 3. Chairperson of the Board. The Chairperson of the Board shall be 
appointed by the Corporate Member in connection with the appointment of the Directors. The 
Chairperson of the Board shall have the powers and duties usually associated with such office. 
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise 
activities of the Board, and serve as an ex officio voting member of all Board committees. 
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Section 4. President and Chief Executive Officer. The President/CEO shall be the 
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a 
member of the Verity executive team. The President/CEO shall be appointed by the Corporate 
Member after consultation with this Corporation's Board of Directors and the President/CEO of 
the Corporate Member. He or she shall serve.such term as may be determined by the Board of 
Directors. He or she shall report to and be accountable to this Corporation's Board of Directors 
and to the President/CEO of the Corporate Member and shall have general supervision, direction 
and control of the business, employees and independent contractors of this Corporation and shall 
be held responsible for the proper functioning and management of this Corporation. The 
President/CEO shall possess the degree ofeducation and experience appropriate to the proper 
discharge of these responsibilities and, if a management or employment agreement may be in 
effect, meet all of the requirements set forth in the management or employment agreement. The 
President/CEO may sign, with the Secretary or any other officer of this Corporation as 
authorized by this Corporation's Board of Directors, any instrument which this Corporation's 
Board of Directors has authorized to be executed. The Chairperson of the Board of this 
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic 
performance reviews of the President/CEO of this Corporation, taking into account the advice 
and comments of this Corporation's Board of Directors. Subject to the control of this 
Corporation's Board of Directors and the direction of the Corporate Member, the President/CEO 

. shall organize the administrative functions of this Corporation, delegate duties and establish 
formal means of accountability on the part of her or his subordinate officers. The President/CEO 
shall have the general powers and duties of management usually vested in the chief executive 
officer under the California Nonprofit Public Benefit Corporation Law and shall have other 
powers and duties as may be prescribed by this Corporation's Board of Directors, these Bylaws, 
and the policies of the Corporate Member. 

Section 5. Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfom1 all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or CFO, to act as Chairperson of the Board. 

Section 6. Secretary. The Secretary shall be appointed initially by the Corporate 
· Member and thereafter shall be elected from among the Directors and shall keep or cause to. be 

kept at the principal office or at such other place as the Board of Directors may determine, a 
book of minutes of all meetings of the Directors, whether annual, regular or special, with the 
time and place of the meeting, the notice given, the names of those present at the meeting, the 
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or 
cause to be given notice of all meetings of the Board of Directors reguired by these Bylaws or by 
law. The Secretary shall have such other powers and perform such other duties as may be 
prescribed by the Board of Directors or these Bylaws. 

Section 7. Chief Financial Officer. The CFO shall and according to the direction of 
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and 
maintained, adequate and correct books and records of accounts of the properties and business 
transactions of this Corporation, including accounts of its assets, liabilities, receipts, 
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disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables 
in the name and to the credit of this Corporation with such depositaries as may be designated by 
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered 
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief 
Financial Officer of the Corporate Member, whenever they request it, an account of all 
transactions and of the financial condition of this Corporation, and shall have other powers and 
perform such other duties as may be prescribed by the Board of Directors or these Bylaws. 
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation 
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate 
Member after consultation with the Board of Directors of this Corporation. He or she shall serve 
such term as may be determined by the Board of Directors. He or she shall report to and be 
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the 
Corporate Member. 

Section 8. Chief Medical Officer. The CMO shall have administrative oversight over 
the clinical programs and related activities of each chapter of this Corporation. The CMO shall 
manage physician relationships and clinical provider staff, including the provision of physician 
support services, the conduct of physician outreach activities and this Corporation's 
participation in education and research activities. In addition, the CMO shall coordinate clinical 
quality standards. The CMO shall be appointed by and shall be subject to removal by the 
President/CEO of this Corporation with the concurrence of the President/CEO of the Corporate 
Member after consultation with the Board of Directors of this Corporation, and shall report to 
and be accountable to the Board of Directors of this Corporation and to the President/CEO of 
this Corporation and the President/CEO of the Corporate Member. 

Section 9. Reporting Relationship of Certain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President/CEO and each of them shall be entitled to confidential access to the 
Chairperson and other members of the Board of Directors as necessary or advisable to cmTy out 
such person's duties in such position. 

Section 10. Resignation. Any officer may resign at any time by giving written notice 
to this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, . unless otherwise specified in that notice, the 
acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under 
any contract to which the officer is a party. 

Section 11. Vacancies. A vacancy in m1y office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the maimer prescribed in these 
Bylaws for regular appointments to that office. 
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ARTICLE IX 


COMMITTEES 

Section 1. Generally. 

(a) The Board of Directors may by resolution establish (]) Committees of the 
Board which shall have legal authority to act for this Corporation, subject to the authority of any 
Health System-wide committees appointed by Verity, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure of the 
Board. Any Committee of the Board which shall have legal authority to act for this Corporation, 
to the extent provided in a resolution of the Board adopted by a majority of the Directors then in 
office, shall have all authority of the Board, except with respect to: 

(i) 	 The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require 
approval of the Corporate Member, or a majority of this 
Corporation's Board of Directors; 

(ii) 	 The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(iii) 	 The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or 
repeatable; 

(iv) 	 The appointment of other Committees of the Board or members 
thereof; or 

(v) 	 The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit 
Corporation Law. 

(b) The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such prescription, 
such committee shall have the power to prescribe the manner in which its proceedings shall be 
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the 
regular and special meetings and other actions of any committee shall be governed by the 
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings 
and shall report the same to the Board from time to time, as the Board of Directors may require. 
The Board of Directors shall review the chaiier of each committee governed by a cha1ier at least 
once every two years. 

Section 2. Committees of the Bomd. Only Directors may be appointed as members of 
Committees of the Board. Each Committee of the Board shall consist of two or more Directors. 
The Chairperson and members of Committees of the Board shall be appointed by the Board of 
Directors by resolution adopted by a majority of the Directors then in office. The Board may 
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designate one or more Directors as alternate members of any such committee, who may replace 
any absent member at any meeting of the committee. 

Section 3. Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 4. Executive Committee. 

(a) There may be an Executive Committee which, if established, shall consist 
of some such members of the Board of Directors as the Board may designate. The Chairperson 
of the Executive Committee shall be the perso11 then serving as Chairperson of the Board. The 
Executive Committee shall have authority to act for this Corporation, subject to the provisions of 
Section 1 of this Article. 

(b) The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual Director of any 
responsibility imposed on it or him or her by law, by the Articles of Incorporation of this 
Corporation or these Bylaws. 

(c) The Executive Committee shall meet at such tini.es as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Conunittee shall be given to its 
members and no act of the Executive Committee shall be valid unless approved by the vote of a 
majority, or by the unanimous written consent, of its members. 

Section 5. Finance Committee. The Finance Committee shall be an Advisory 
Committee and shall operate in accordance with a charter adopted by the Board of Directors as in 
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or 
shall be capable of becoming familiar with basic financial statements and accounting principles, 
and all of whom shall be deemed by the Board of Directors to be free of fill)' relationship that 
would interfere.with independent judgment. The members of the Committee shall include the 
President and Chief Executive Officer of the Corporation, the Treasurer of the Corporation, the 
Chief Financial Officer of the Corporate Member, and at least one other person who is not an 
officer of the Corporation. The Committee shall have general survei1laJ1ce over the finances of 
the Corporation, shall approve the amrnal budget of and any financial statements prepared by the 
Corporation, and shall make regular reports and recommendations to the Board of Directors. If 
there is no separate Audit Conm1ittee, the Finance Committee shall be responsible for 
performing the functions of the Audit Conm1ittee as set forth in these Bylaws. 

Section 6. Audit Committee. The Audit Conm1ittee shall be an Advisory Committee 
and shall operate in accordance with a charter adopted by the Board of Directors as in effect 
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall 
be capable of becoming familiar with basic financial statements and accounting principles, and 
all of whom shall be deemed by the Board of Directors to be free of any relationship that would 
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interfere with independent judgment. The Committee shall meet quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all members 
who are employees of the Corporation or any Affiliate controlled by the Corporation. The 
Committee shall have general surveillance over the auditing of the financial records of the 
Corporation, shall approve the financial statements prepared by the Corporation, and shall make 
regular reports and recommendations to the Board of Directors, all subject to the authority of the 
audit committee of Verity or any Health System-wide audit committee that may be established 
by Verity from time-to-time. 

Section 7. Oualitv and Patient Safety Committee. The Quality and Patient Safety 
Committee shall be an Advisory Committee and shall operate in accordance with a charter 
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety 
Committee shall consist of not fewer than three members, all of whom shall be or shall b_e 
capable of becoming familiar with basic issues and requirements affecting the quality 
performance of acute-care hospitals. At least one member of the Committee shall be a Director, 
and at least one shall be the Chief Medical Officer of the Corporation or, if none exists, the Chief 
of Staff or other senior physician practicing in a facility affiliated with the Corporation, 
appointed by the Board of Directors, and the President and Chief Executive Officer of the 
Corporation and the Vice President of Quality of the Corporate Member shall be each a member 
ex officio with vote. The Quality and Patient Safety Committee shall meet a minimum of six 
times a year, shall present regular reports to the Board of Directors and shall oversee the 
establishment and implementation of an ongoing quality assurance program in accordance with 
its charter, including, for example and without limitation: review of reports from the 
administration and the medical staff of the Corpo"ration addressing quality performance, 
assessment of the impact of the Committee's.oversight on quality performance, review of 
information regarding patient experience; evaluation of the adequacy of resources allocated to 
quality improvement. and monitoring of paiticipation in national quality improvement efforts. 

Section 8. Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the conm1ittee. The Chairperson and each member of 
a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 9. Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the tenn in the same manner as provided in the case of original appointments. 

Section I 0. Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than two (2), whichever is greater, shall be necessary and s_ufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 
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ARTICLEX 

MEDICAL STAFF 

Section I. Organization. Appointments and Hearings. 

(a) The Corporation shall maintain an organized medical staff that is 
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority 
and responsibility for the oversight and delivery of health care rendered by all licensed 
independent practitioners and other practitioners granted practice privileges at health facilities 
licensed in the name of this Corporation. The Board of Directors shall organize the physicians, 
dentists, podiatrists and such other categories as may be permitted by law and granted practice 
privileges at health facilities licensed in the name of this Corporation into one or more staffs 
("Medical Staff') under Medical Staff bylaws approved by the Board of Directors. The Board of 
Directors shall also make provision for credentialing and privileging through the medical staff 
process of such categories of licensed independent practitioners and other practitioners as the 
Board of Directors may authorize under Medical Staff bylaws approved by the Board of 
Directors) the "Allied Health Professional Staff'). The Board of Directors shall consider 
recommendations of the Medical Staff and appoint to the Medical Staff and the Allied Health 
Professional Staff such practitioners as meet the qualifications for membership and privileges set 
forth in the M,edical Staff bylaws. Only members of the Medical Staff may admit patients. Each 
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate 
authority and responsibility for the care of her or his patients, subject to the limits of her or his 
licensure and privileges, as delineated by the Board of Directors, and subject to such limits as are 
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff. 

(b) All applications for appointment to the Medical Staff and the Allied 
Health Professional Staff shall be in writing and addressed to the Medical Staff secretary. They 
shall contain full information concerning the applicant's education, licensure, practice, previous 
hospital experience and any history with regard to licensure and hospital privileges. 

(c) All appointments to the Medical Staff and the Allied Health Professional 
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon 
re-application. When an appointment is denied or not renewed, or when privileges have been or 
are proposed to be denied, reduced, suspended or terminated, the affected practitioner shall be 
afforded a fair hearing and review conducted in accordance with the hearing and appeal 
provisions of the Medical Staff bylaws. 

(d) Liaison among the Board, Administration, the Medical Staff and the 
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors 
from time to time. · 

Section 2. Medical Care and Evaluation. 

(a) The Medical Staff shall be responsible to the Board of Directors for 
providing appropriate professional care to patients and for overseeing the quality of care, 
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff, 

15 
52829802_3Errorl Unknown document property name. 



evaluating the competency of practitioners, delineating the privileges of members of the Medical 
Staff and the Allied Health Professional Staff, and providing leadership in performance 
improvement activities of the Corporation, 

(b) The Board of Directors, in the exercise of its iesponsibility to establish, 
maintain and support an ongoing performance improvement program, shall delegate to .the 
Medical Staff initial authority for assuring appropriate professional care by members of the 
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a 
continuing review, analysis, and appraisal of the quality of care provided by members of the 
Medical Staff and the Allied Health Professional Staff and an appropriate response to findings. 
Such performance improvement activities shall be regularly reported, together with their results 
and recommended responses, to the Board of Directors. 

(c) The Medical Staff and the Allied Health Professional Staff shall maintain 
adequate and accurate medical records for all patients. 

(d) The Medical Staff shall make recommendations to the Board of Directors 
concermng: 

(i) 	 Appointments; re-appointments and alterations to Medical Staff 
and Allied Health Professional Staff status; 

(ii) 	 Granting, revocation and alteration of privileges; 

(iii) 	 CmTective and disciplinary actions; 

(iv) 	 All matters relating to professional competency; and 

(v) 	 Such specific matters as may be referred to it by the Board of 
Directors. 

Section 3. Medical Staff Bylaws. 

(a) There shall be Bylaws, Rules and Regulations for the Medical Staff set1ing 
forth its organization and government. Proposed Medical Staff bylaws, rules and regulations 
shall be recommended and approved by the Medical Staff and shall become effective only upon 
their approval by the Board of Directors, which approval shall not be unreasonably withheld. 

(b) 	 The Medical Staff Bylaws shall include procedures for: 

(i) 	 written, well-defined criteria for appointment, precluding the 
possibility of discrimi.nation according to color, national ongm, 
race, creed, sex or age; 

(ii) 	 appointment, reappointment, delineation of privileges, curtailment 
and revocation of privileges; 
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(iii) an appeals mechanism for review of decisions to deny, curtail or 
revoke privileges; 

(iv) 	 a perfom1ance improvement program by which patient care is 
regularly evaluated and verification of this evaluation and of 
responsive actions talrnn is provided to the Board of Directors; 

(v) 	 attestation by signature of each practitioner that he or she will 
abide by the Medical Staff Bylaws, Rules and Regulations and the 
policies of the c·orporation and Health System; 

(vi) 	 communication between the Board of Directors and the Medical 
Staff tlu·ough the Executive Committee of fue Medical Staff; 

(vii) 	 requiring iliat only a licensed practitioner with clinical privileges 
shall be directly responsible for a patient's diagnosis and treatment 
within the area of such practitioner's privileges; each patient's 
general medical condition shall be the responsibility of a physician 
member of the Medical Staff; each patient admitted shall receive a 
baseline history and physical exan1ination by a physician or other 
licensee who has tl1e requisite privileges; a physician member of 
the Medical Staff shall be responsible for the care of any medical 
problems that may be present at the time of admission or that may 
arise during hospitalization; 

(viii) 	 the selection and appointment of officers of the Medical Staff and 
of Medical Staff department chairpersons,· all of whom shall be 
subject to approval of the Board of Directors; 

(ix) 	 restricting membership in the Medical Staff to physicians, dentists, 
podiatrists and, when authorized, clinical psychologists, and 
membership in the Allied Health Professional Staff to licensed 
independent practitioners in cat~gories approved for privileges 
who are competent in their respective fields, wmihy in character 
and in professional ethics; and 

(x) 	 maintaining self-government by the Medical, Staff with respect to 
the professional work performed at the Corporation and periodic 
meetings of the Medical Staff to review and analyze clinical 
experience at regular intervals, with patient medical records as the 
basis for such review and analysis. 

(c) 	 The Medical Staff Bylaws shall provide that: 

(i) 	 there shall be no discrimination with respect to Medical Staff 
privileges or the provision of professional services against a 
licensed physician on the basis of wheilier iliat physician holds an 
M.D. or a D.O. degree; and 
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(ii) 	 whenever staffing requirements for a service mandate that the 
physician responsible for. the service be certified or eligible for 
ce1tification by an appropriate American Medical board, such 
position may be filled by an osteopathic physician who is certified 
or eligible for ce1tification by the equivalent appropriate American 
osteopathic board. 

Section 4. Medico-Administrative Personnel. Except as sp.ecified in written 
requirements for such positions, physicians and specified professional personnel engaged by this 
Coqioration either full time or pmt time as employees or independent contractors in any medico
administrative positions, shall not be required to maintain membership on the Medical Staff 
Members of the Medical Staff in medico-administrative positions may be terminated from their 
contractual relationship with this Corporation according to corporate policy or according to the 
terms of their contracts. 

ARTICLE XI 

GENERAL PROVISIONS 

Section I. Voting Interests. Subject to the limitations of Article VI, Section 2 of 
these Bylaws (Reserved Powers of the Corporate Member), the Coqioration may vote any and all 
shares or other voting securities held by it in any other collloration or other entity and may 
exercise any and all membership rights held by it in any other corporation. Such action shall be 
unde1taken or evidenced on behalf of this Corporation by such officer, agent or proxy as the 
Board of Directors may appoint or, in the absence of any such appointment, by the Chairperson 
of the Board or by an officer who is also a Director and. in such case, such person may likewise 
appoint a proxy to vote such securities. · 

Section 2. Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 3. Execution of Contracts. Except as otherwise provided in these Bylaws, 
and subject to the System Authority Matrix, the Board of Directors may authorize any officer or 
officers, agent or agents to enter into any contract or execute any instrument in the name of and 
on behalf of this Corporation and such authority may be general or confined to specific instances. 
Unless so authorized by the Board of Directors, no officer, agent or employee shall have any 
power or authority to bind this Corporation by any contract or engagement or to pledge its credit 
or to render it liable for any purpose or in any amount. 

Section 4. Inspection of Corporate Records. The accounting books and records of 
this Corporation, the minutes of proceedings of this Corporation's Board of Directors and 
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as 
member of this Collloration shall be open to inspection upon the written request by the Corporate 
Member or any Director at any reasonable time and for any pulllose reasonably related to the 
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interests of the Corporate Member, or the Director, as applicable. Such inspection may be made 
in person or by an agent or attorney. 

Section 5. Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation and to the Corporate Member, no· later than one hundred 
twenty (120) days .after the close of this Corporation's fiscal or calendar year. Such annual report 
shall be prepared in conformity with requirements of the California Nonprofit Corporation Law. 

Section 6. Fiscal Year. The fiscal year of this Corporation shall begin on the first day 
of July each year and end on June 30th of the following year. 

Section 7. Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and 
recommend revisions to the Corporate Member as necessary to assure their compliance with all 
relevant requirements for licensure and accreditation of the health care facilities of the 
Corporation by state agencies and The Joint Commission, respectively. 

Section 8. Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement, such audited financial statement shall be made available 
for inspection by the California Attorney General and by all members of the public no later than 
nine months after the close of the relevant fiscal year in the same manner as the Corporation's 
Internal Revenue Service Form 990. Each annual financial statement shall be made available to 
the public for three years. 

Section 9. Executive Compensation Review and Approval. The Board, or any 
authorized Committee of the Board, shall review and approve the compeµsation, including 
benefits, of the President and CEO and the CFO to ensure that each such officer's compensation 
is just and reasonable. Such review and approval shall occur when the officer is initially hired, 
whenever the officer's term of employment is renewed or extended, and when the officer's 
compensation is modified, unless such modification applies to substantially all employees. 

ARTICLE XII 

INDEMNIFICATION AND INSURANCE 

Section 1. Indemnification. To the· full extent permitted by law and in the mam1er 
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability 
and hold hannless any person who was or is a party to or is tlJJeatened to be a party to or is 
otherwise involved in any tlu·eatened, pending or completed action, suit or proceeding, whether 

: civil, criminal, administrative or investigative, by reason or-the fact that such person is or was a 
Director, officer, employee or other agent of this Corporation when serving in an official 
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a 
member, director, officer, employee or other agent of another corporation, domestic or foreign, 
nonprofit or for-profit, partnership, joint venture, trust or other enterprise. The foregoing rights 
of indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of 
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the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent 
such action, suit or proceeding survives the death of such person. 

Section 2. Payment of Expenses. This Corporation may pay expenses, including 
attorney's fees, incurred in defending any action, suit or proceeding referred to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 3. Insurance. This Corporation may purchase and maintain insurance on 
behalf of any pe!'son who is or was a Director, officer, employee or other agent of this 
Corporation when serving in an official capacity on behalf of this Corporation, or is or was 
serving at the request of this Corporation as a member, director, officer, employee or other agent 
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, 
trust or other enterprise, against a1:y claim or liability asserted against such person and incurred 
in any such capacity, or arising out of such person's status as such, whether or not this 
Corporation would be required or would have the power to indemnify such person against such 
liability under this Article or otherwise. 

ARTICLE Xlll 

MAINTAINING A UNIFIED HEALTH SYSTEM 
' 

Section 1. Generally. ln order to ensure the relationships between organizations in 
the Health System that are necessary to maintain a unified system, this Corporation. in 
accordance with policies established by the Corporate Member, shall require that the governing 
document or documents of any entity of which this Corporation is the sole member or controlling 
organization contain the following: 

(a) Provisions that reserve to this Corporation the powers over such entity as 
may be required by applicable Health System policies; 

(b) Provisions that reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

(c) Provisions that require such entity to require that the governing document 
or documents of organizations it controls contain a provision that reserves to this Corporation, to 
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set 
forth in these Bylaws, the governing document or documents of such entity or applicable Health 
System policies. The term "governing document or documents" is used in this Article as a 
generic term to describe the organizational documents by which an entity is legally formed in a 
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing 
resolutions, articles of partnership, joint venture agreements, operating agreements and any other 
document that creates or governs the organization or entity. 

Section 2. Exercise of Reserved Powers. All action by this Corporation as the sole 
member or controlling person of an Affiliate shall be taken by this Corporation's Board of 
Directors. 
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ARTICLE XIV 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 

ARTICLE XV 

AMENDMENTS 

These Bylaws or any part thereof may be. amended or repealed or new Bylaws may be 
adopted by the affirmative vote of the Corporate Member. 
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EXHIBIT4 




Draji 

FORM OF AMENDED AND RESTATED ARTICLES FOR DIRECT SUBSIDIARY 
HOSPITALS OF VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


[NAME] 


The undersigned certify that 

J. 1. They are the President/CEO and the Secretary, respectively, of (NAME], a 
California nonprofit religious corporation (the "Corporation") 

2. The Articles oflncorporation of this Corporation shall be amended and restated to 
read in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and coJTect of our own knowledge. 

Date: __________, 2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND REST A TED 


ARTICLES OF INCORPORATION 


ARTICLE I 


The name of this Corporation is ''[NAME]'" 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not organized for 
the private gain of any person. It is organized under the Nonprofit Public Benefit Corporation 
Law of the State of California for public and charitable purposes. In furtherance of the foregoing, 
this Corporation may do all of the following:(!) establish, acquire, develop, operate, lease, 
manage, and maintain acute care hospitals and appurtenant facilities; (2) promote and carry on 
scientific research related to the delivery of health care services; (3) establish. manage, and 
maintain various types of health plans, utilizing health delivery systems designed and 
coordinated to maximize benefits to the conmmnities served; ( 4) participate in any activity 
designed and carried on to promote the general health of the community; and (5) make 
donations, transfer assets, and provide other forms of aid and assistance to, for the benefit of. or 
in connection with Verity Health System of California, Inc., a California nonprofit public benefit 
corporation ("Verity") or any of its affiliates. Notwithstanding the foregoing specific statement 
of purposes. the Corporation shall have and may exercise all of the power of a California 
nonprofit public benefit corporation, but only in furtherance of the above purposes. 

B. In addition to the foregoing purposes, this Corporation is organized and operated 
primarily for charitable, scientific and educational purposes within the meaning of§ 501 (c)(3) of 
the Internal Revenue Code of 1986, as amended ( or the corresponding provision of any future 
United States Internal Revenue Law) (the "!RC"), and for scientific and charitable and 
educational purposes within the meaning of§ 214(a)(l 5) of the California Revenue and Taxation 
Code (or the corresponding section of any future California revenue and tax law) (the ·'R&TC"). 
In furtherance of these purposes, this Corporation may: 

(I) Support and foster the corporate purposes of Verity. and aid. assist 
and confer benefits upon Verity and its affiliates. 

(2) Cooperate with health care institutions and membership institutions 
of Verity in their respective efforts to promote quality service at reasonable rates. 

(3) Promote cooperation and the exchange of knowledge and 
experience within the health system established and operated by Verity. 
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(4) Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California Nonprofit Public 
Benefit Corporation Law and as may be necessary or expedient for the 
administration of the affairs and attainment of the purposes of this Corporation. 

(5) Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 501 (c)(3) of the IRC and within the meaning of 
§ 214(a)(6) of the R&TC, in the course of which operation: 

(a) 	 No part of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on of propaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 50l(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
l 70(c)(2) of the IRC, or ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The name and address in the State of California of this Corporation's agent for 
service of process is: 



ARTICLE IV 

The street and mailing address of this Corporation is [ADDRESS]. 

ARTICLE V 

This Corporation shall have one member (the "'Cmvorate Member"). The 
Corporate Member shall be Verity. 

ARTICLE VI 

The property and assets of this Cmvoration are irrevocably dedicated to 
charitable, educational and scientific purposes meeting the requirements of§ 214 of the R&TC. · 
Upon the winding up and dissolution of this Corporation, its assets remaining. after payment or 
adequate provision for payment of all debts and obligations of this Corporation, shall be 
distributed in accordance with a plan of liquidation approved by the Board of Directors to: (a) the 
Co1vorate Member, if it is organized and operated exclusively for public and charitable purposes 
and has established its tax exempt status under Section 501 ( c )(3) of the Internal Revenue Code of 
1986, as amended, or if for any reason it is unable to take such assets for such purpose; (b) such 
organization or organizations detem1ined by the Board of Directors and organized and operated 
exclusively for charitable, educational or scientific pmvoses as shall at the time qualify as an 
exempt organization or organizations under§ 50l(c)(3) of the !RC and under§ 214 ofihe 
R&TC. No assets shall be distributed to any organization if any part of the net earnings of such 
organization inures to the benefit of any private person or individual, or if a substantial part of the 
activities of such organization is the cairying on of propaganda or otherwise attempting to 
influence legislation, or if the organization participates in, or intervenes in (including the 
publishing or distribution of statements) any political campaign on behalf of any candidate for 
public office, or if the orgainzation carries on any other activities not permitted to be carried on 
(i) by a corporation exempt from federal income tax under § 501 ( c )(3) of the !RC and meeting 
the requirements of§ 214 of the R&TC or (ii) by a cmvoration, contributions to which are 
deductible under§ 170(c)(2) of the !RC. 

ARTICLE VII 

These A1iicles shall be amended only upon approval by this Corporation's Board 
of Directors and the Corporate Member. 
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EXHIBIT 5 




II Daughters of Charily 
:: :: Health System 

ll 
DCHS POLICJES AND PROCEDURES 


SECTION 04: CORPORATE RESPONSIBILITY 


POLICY/PROCEDURE#: 04.01.01 

TITLE: CONFLICT OF INTERESTS DISCLOSURES BY THE 
BOARD OF DIRECTORS AND BOARD 
COMMITTEES 

BOARD APPROVAL DATE: May 23, 2008 

EFFECTIVE DATE: May 23, 2008 

REVISION DATE: December 2, 2011 

.~
Robert Issai, President /CEO 

Reference to Policy/Procedure#: 04.01.02 	 Conflict oflnterests Disclosures by Covered 
Associates, Physician Leaders, and Other 
Designated Persons 

Purpose 

The purpose of this policy is to protect the Corporation's interests when it is contemplating 
entering into a transaction or arrangement that may also benefit a Director and/or family member 
personally. 

This policy applies to Board members, Board officers, and members of Board committees, herein 
referred to as "Directors". A related policy (Policy/Procedure 04.01.02 "Conflict ofinterests 
Disclosures by Covered Associates, Physician Leaders, and Other Designated Persons") applies 
to associates (including employed officers and other members of senior management) and 
physician leaders. A conflict of interests exists when a Director has a personal financial interest 
that may influence the decisions that the Director makes on behalf of the Corporation. 

This policy provides a systematic and ongoing method of assisting Directors in disclosing and 
addressing potential and actual conflicts of interests. 
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Principles 

Directors must exercise their fiduciary duties in a manner consistent with the mission and values 
of Daughters of Charity Health System (DCHS). Directors must exercise the utmost good faith 
and fair dealing in all transactions touching their duties to the Corporation, scrupulously avoiding 
conflicts of interests, whether potential, actual or perceived, to ensure that the Corporation and 
its Board of Directors conduct activities in a fair and unbiased manner. 

Definitions 

For the purpose of this Policy/Procedure, the following definitions apply: 

1. 	 Corporation: DCHS and its affiliates including, but not limited to, O'Connor Hospital, Saint 
Louise Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, St. 
Vincent Dialysis Center, Seton Medical Center, Seton Coastside, Caritas Business.:Services, 
O'Connor Hospital Foundation, Saint Louise Regional Hospital Foundation, Seton Health 
Services Foundation, St. Francis Medical Center of Lynwood Foundation, St. Vincent 
Foundation, and the DCHS Medical Foundation. 

2. 	 Family: Anyone related to the Direct9r thro11gh blood, marriage, adoption, domestic 
partnership, or anyone living in the Difecfor's:hoi.rsehold. 

3. 	 Favors: Something offered without requesting the monetary value in return, such as 
discounts, meals, entertainment, tuition, seminars, and conferences. 

4. 	 Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• 	 Ownership or investment interest in; or 

• 	 Compensation arrangement with; or 

• 	 Other economic interest in any of the following: 

i. 	 The Corporation; or 
ii. 	 Any entity or individual with which the Corporation has a transaction or 

arrangement; or 
iii. Any entity or individual with which the Corporation is negotiating a transaction or 

arrangement; or 
iv. Any entity or individual that competes with the Corporation. 

"Compensation" includes direct and/or indirect remuneration, as well as gifts or Favors 
in excess of $300 in any calendar year. 

"Ownership or investment" excludes interests of less than 1 % in entities whose securities 
are publicly listed and have $75 million or more of stockholders equity. 
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5. 	 Potential Conflict of Interests: A Financial Interest is not necessarily a conflict of interests. 
Directors have a duty to disclose all Financial Interests for purposes of evaluation. The 
Board or Board committee, as applicable, shall decide whether a conflict of interests exists. 

Procedures 

1. 	 Duty to Disclose 

Directors have an ongoing duty to disclose Financial Interests, when such Financial Interests 
may be potential or actual conflicts of interests. Directors have a duty to disclose Financial 
Interests relating to specific corporate transactions, annually, and otherwise during the year, in 
accordance with the procedures below. 

2. 	 Disclosures Related to Specific Corporate Transactions 

When a potential conflict of interests arises or any situation arises in which a Director may be in 
doubt, the Director must disclose the material facts to the other Board members or Board 
committee. Disclosure of the Financial Interest shall be made prior to the Board or committee 
voting on such transaction or arrangement. Such disclosure may be made in person or in writing, 
as the Chair of the Board or committee may direct. 

After disclosure of the Financial Interest and all material facts, the Director may be asked to 
clarify or provide additional information relevant to the Financial Interest. After all needed · 
information is obtained by the Board or committee, the Director shall not be present during 
evaluation of the disclosure. The remaining Board or committee members shall decide if a 
conflict of interests exists. 

If a determination is made that a conflict of interests does indeed exist, action may be taken as 
listed below. 

A. 	 The Chair of the Board or committee may, if appropriate, appoint a disinterested Director 
or committee to consider alternatives to the proposed transaction or arrangement. 

B. 	 After exercising due diligence, the disinterested members of the Board or committee shall 
determine whether the Corporation can obtain a more advantageous transaction or 
arrangement with reasonable efforts from a person or entity that would not give rise to a 
conflict of interests. 

C. 	 If a more advantageous transaction or arrangement is not reasonably attainable under 
circumstances that would not give rise to a conflict of interests, the Board or committee 
shall determine by a majority vote of the disinterested Directors or committee members 
whether the transaction or arrangement is fair and reasonable to the Corporation and shall 
make its decision as to whether to enter into the transaction or arrangement in conformity 
with such determination. 
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D. 	 The Director shall not be present when the transaction is voted on and only disinterested 
Directors or committee members may vote to approve the transaction. 

E. 	 At their discretion, disinterested Board or committee members may require the Director 
to leave the room while the proposed transaction is discussed. The disinterested members 
shall balance the need for independence of the determination with the need to have the 
Director on hand to answer questions or provide additional information to assist the · 
Board or committee. 

F. 	 To the extent permitted by applicable state law and the Corporation's governing 
documents, Directors may be counted in determining the presence of a quorum of a 
meeting where a potential conflict of interests has been disclosed. 

G. 	 Prior to corporate approval of a,contract or transaction in which a Financial Interest of a 
Director has been identified, counsel shall be consulted to determine whether any 
additional steps :before such approval are required ,under :California.or :federal :law, 
including the· California Nonprofit Corporation Law and the.Internal Revenue Code and 
accompanying.regulations. 

3. 	 Annual and Ongoing Disclosure Requirements for Directors 

A. 	 Annual D.isclosureStatement:. The President and Chief Executive Officer of the 
Corporation or designee shall annually send•theConflictofinterests'Disclosure 
Statement to all Directors, immediately following the annual meeting .of:the.Board of 
Directors. Not later than January 31 of each year, each Director shall complete and sign a 
Conflict of Interests Disclosure Statement in the Exhibit to this policy. 

B. 	 Ongoing.Requirements for Disclosures by Directors: Jf.any.Financial Interest ofa 
Director changes which gives rise to a potential or actual conflict of interests while the 
Director is serving, the Director shall promptly provide an updated Conflict of Interests 
Disclosure Statement to the Chair of the Board. 

C. 	 Directors shall submit completed Conflict ofinterests Disclosure Statements to the Chair 
ofthe Board. Conflict·ofinterests Disclosure Statements shall be made a matter of 
record. 

D. 	 The information of each Conflict ofinterests Statement can be compiled into a summary 
report for review by the Chair of the Board at their request. 

E. 	 The Chair of the Board will address any conflict ofinterests issues. 

F. 	 The Chair of the Board will report all Director conflict of interests findings (if any) and 
resolutions to the Board of Directors. 
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4. 	 Documentation of Disclosures 

A. 	The minutes of the Board and all Board committees will contain the following: 

1. 	 The name of each Director who disclosed or otherwise was found to have a Financial 
Interest that was an actual or potential conflict of interests, a general statement as to 
the nature of the interest, the evaluation, and the Board's or committee's determination 
as to whether a conflict of interests in fact existed. 

ii. 	 The names of the persons who were present for discussions and votes relating to the 
transaction, a summary of the discussion that identifies whether any alternatives to 
the proposed transaction were considered, and a record of any votes taken in 
connection therewith. 

B. 	 The President/CEO or designee shall maintain for 10 years a confidential record of the 
disclosure, evaluation of the facts, conclusion, and (if any) action taken to address the 
conflict. 

5. 	 Violations of this Policy 

A. 	 If the Board or committee has reasonable cause to believe that a Director has failed to 
disclose an actual or potential conflict'ofinterests, it shall inform the Director of the basis 
for such belief and afford the Director an opportunity to explain the alleged failure to 
disclose. 

B. 	 After hearing the response of the Director and making such further investigation, as may 
be warranted, if the Board or committee determines that the Director has failed to 
disclose an actual or potential conflict of interests, it will take such action as it considers 
appropriate, which may include 'disciplinary and corrective action. 

6. 	 Members Precluded from Voting on Matters relating to Compensation 

A. 	Voting Member of Board: A voting member of the Board of Directors who receives 
compensation, directly or indirectly, from the Corporation for services is precluded from 
voting on matters pertaining to that member's compensation. 

B. 	 Physician Member ofBoard: A physician who is a voting member of the Board of 
Directors and receives compensation, directly or indirectly, from the Corporation is 
precluded from discussing and voting on matters pertaining to the member's or another 
physician's compensation. No physician or physician Director, either individually or 
collectively, is prohibited from providing infonnation to the Board of Directors _regarding 
physician compensation. 

C. 	 Voting Member of Committee: A voting member of any committee whose jurisdiction 
includes compensation matters and who receives compensation, directly or indirectly, 
from the Corporation for services is precluded from voting on matters pertaining to that 
member's compensation. 
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D. 	 Physician Participation on Committee: Physicians who receive compensation, directly or 
indirectly, from the Corporation, whether as employees or independent contractors, are 
precluded from membership on any committee whose jurisdiction includes compensation 
matters. No physician, either individually or collectively, is prohibited from providing 
information to any committee regarding physician compensation. 

7. Confidentiality Agreement 

Each Director shall sign a Confidentiality Agreement in order to protect the 
confidentiality of Board deliberations. A Confidentiality Agreement is included in the 
Conflict of Interests Disclosure Statement. 

Implementation and Review of this Policy 

This policy is to be implemented by: 
LHM Board of Directors Chair 

This policy is to be reviewed annually for compliance and relevance by: 
DCHS Corporate Respons.ibility Officer 

Exhibit - Conflict o.flnterests Disclosure Statement 
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Exhibit to Policy/Procedure 04.01.01 


CONFLICT OF INTERESTS DISCLOSURE STATEMENT 

AND CONFIDENTIALITY AGREEMENT 


Board of Directors and Board Committee Members 


Title (check one): Director [ ] Committee Member [ ] 

Filing Period (check one): Initial [ Annual [ J Specific Event [ 

Received by: ---------------------------- 

Date Received by Filing Officer: --------------------- 

Please answer the following questions: 

DEFINITIONS. Capitalized terms us.ed herein shall have the meanings set forth in the Conflict of 
Interests Policy 04.01.01. Refer to the "Definitions" section of the policy. 


DISCLOSURE OF FINANCIAL INTEREST. Please fill out a new Disclosure Statement each 

time you become aware of a Financial Interest. 


1. 	 Do you or your Family members have, directly or indirectly, a current or potential ownership 
or investment interest in any of the following: 

a. 	 The Corporation? Yes [ ] No [ J 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ ] 

c. 	 Any entity or individual with which the -Corporation is negotiating a transaction or 
arrangement? Yes [ ] No [ J 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ ] No [ J 


("Corporation" includes DCHS and its affiliates.) 


("Ownership or investment" excludes interests of Jess than 1 % in entities whose securities are 

publicly listed and have $75 million or more of stockholders equity.) 


("Investment" interest includes outstanding bonds and debts.) 
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For each answer "yes" above, provide on a separate sheet information regarding all 
such interests (i.e., who holds the financial interest, your relationship to them, name of entity 
or inclividua!'with which the financial interest is held, nature of financial interest, dollar 
amount, number of shares, percentage ownership, etc.). 

2. 	 Do you or your Family members have, directly or indirectly, a current or potential 
compensation arrangement with any of the following: 

a. 	 The Corporation? Yes [ No [ 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ ] 

c. 	 Any entity or individual with which the Corporation is negotiating a transaction or 
arrangement? Yes [ ] No [ ] 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ ] 


("Corporation" includes DCHS and its affiliates.) 

("Compensation" includes direct and indirect remuneration, as well as gifts or Favors in 
excess of $300 in any calendar year.) 

For each answer "yes" above, provide on a separate sheet information regarding all 
such compensation arrangements (i.e., ~ho ~as the co,mpepsation arrangc;_ment, yoµr 
relationship to them, name of entity or indiVidiia1 'thti:yhave a comperisiition arrangement with, 
nature of the compensation arrangem.ent, dollar amount, etc.). 

3. 	 OTHER DIRECTORSIDPS. List the names of all entities for which you serve as a member 
of the Board ofDirectors and the estimated amount of annual compensation you receive, if 
any, from such entities for your service as a Director (attach additional sheets if necessary): 

$ _______ 
$ _______ 


$ ------- 
$ _______ 
$ _______ 


4. 	 OTHER POSITIONS. List the names of all entities which transact business with the 
Corporation or compete with the Corporation and with which you serve in any capacity ( other 
thal). as Director, including directive, managerial or consultative) and the estimated amount of 
annual compensation you receive, if any, from such entities for such service (attach additional 
sheets if necessary): 

$ _______ 
$ ________ 

$ _______ 
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5. 	 BORROWINGS. Disclose the terms (i.e., amount, interest rate, security given, and duration) 
of any loans (of money or other property) where you are the borrower and the lender is a 
patient, individual or entity that transacts business with the Corporation. 

6. 	 GIFTS OR FAVORS. Disclose all cash gifts (regardless of the amount of cash) and any 
non-cash gifts or Favors which you or members of your Family have received from 
individuals or entities which transact business or seek to transact business with the 
Corporation. 

7. OTHER. I hereby disclose the following circumstances which may involve a possible 
conflict of interests: 

8. 	 CONFIDENTIALITY AGREEMENT. I recognize that Board and committee meetings of 
the Corporation are conducted in strictest confidence and matters are discussed that are 
sensitive in nature and, therefore, confidential and proprietary. Accordingly, I agree in 
connection with any and all participation at meetings ofthe Board of Directors or committees 
of the Board to maintain all information, whether or not specifically identified as confidential 
and proprietary, in strictest confidence, absent specific authorization to release or disclose 
information to third parties by the Board ofDirectors or its President. By signature below, I 
also certify that neither I (nor any member ofmy Family) have disclosed or used information 
relating to the Corporation for the personal profit or advantage of myself or any member of 
my Family. 
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9. AFFIRMATION. 

• 	 I hereby acknowledge receiving a copy of the Conflict ofinterests policy 04.01.01. 

• 	 I have read, understand, and agree to comply with the terms of the policy. 

• 	 I understand that the Corporation is a charitable organization and that, in order to maintain 
its federal tax exemption, it must engage primarily in activities which accomplish one or · 
ni.ore of its tax-exempt purposes. 

• 	 I have disclosed any and all interests and activities than or members of my Family have 
or have taken part in, that when considered in conjunction with my position with or 
relation to the Corporation, might possibly constitute a conflict of interests. 

• 	 I agree to refrain from voting or using my personal influence on any matter that may 
represent a conflict of interests. 

• 	 I agree to refrain from'accepting gifts or Favors, gratuities or entertainment intended to 
influence my judgment or actions concerning the business ofthe' Corporation. 

• 	 Ifany situation should arise in the future which may involve me in a conflict of interests 
in accordance with the policy, I will promptly provide, a new Disclosure Statement to the 
Chair of the Board. 

SIGN AND DATE: 

Copy to: President/CEO 
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EXHIBIT6 




Drafl 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


DAUGHTERS OF CHARITY HEALTH SYSTEM 


The undersigned certify that: 

1. They are the President/CEO and the Secretary, respectively, of Daughters of 
Charity Health System, a California nonprofit religious corporation (the "Corporation"). 

2. The Articles oflncorporation of this Corporation are amended and restated to read 
in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: _________, 2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND RESTATED 

ARTICLES OF INCORPORATION 

ARTICLE I 

The name of this Corporation is "Verity Health System of California. Inc:· 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not 
organized for the private gain of any person. lt is organized under the Nonprofit Public Benefit 
Corporation Law of the State of California for public and charitable purposes. More specifically. 
the Corporation is organized and operated exclusively for the support and benefit of, to perform 
the functions of, or to can-y out the purposes of the following organizations: O'Connor Hospital. 
Saint Louise Regional Hospital, St. Vincent Medical Center, St. Francis Medical Center. Seton 
Medical Center, Verity Medical Foundation, Verity Business Services, and St. Vincent Dialysis 
Center. In fmiherance of the foregoing, this Corporation may do all of the following: (I) 
establish, acquire, develop, operate, lease, manage, and maintain acute care hospitals, physician 
practices, medical foundations and appurtenant facilities and related enterprises (collectively 
referred to as the "Verity Health System"); (2) promote and caiTy on scientific research related to 
delivery of health care services; (3) establish, manage, and maintain various types of health care 
enterprises, utilizing health delivery systems designed and coordinated to maximize benefits to 
the communities served; (4) participate in any activity designed and carried on to promote the 
general health of the community served by Verity Health System or any of this Corporation· s 
affiliates; and .(5) make donations, transfer assets and provide other forms of aid and assistance 
to, for the benefit of, or in connection with each organization that is controlled, directly or 
indirectly, by this Corporation or by another organization controlled by this Corporation ( each. 
an "Affiliate"). Notwithstanding the foregoing specific statement of purposes. the Corporation 
shall have and may exercise all of the power of a California nonprofit public benefit corporation. 
but only in furtherance of the above purposes. 

B. In add_ition to the foregoing purposes this Corporation is organized and 
operated primarily for charitable, scientific and educational purposes within the meaning of 
§50l(c)(3) of the Internal Revenue Code of 1986, as amended (or the conesponding provision of 
any future United States Internal Revenue Law) (the "!RC"), and within the meaning of§ 
214(a)(6) of the California Revenue and Taxation Code ( or the corresponding section of any 
future California revenue and tax law) (the "R&TC") and, in fmiherance of these purposes, this 
Corporation may: 

(I) Promote, suppmi and engage in any and all educational. charitable 
and scientific programs which are now, or may hereafter be. 
established by any of the Affiliates. 

(2) Support and foster the corporate purposes of, and aid, assist and 
confer benefits upon the Affiliates. 
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(3) 	 Cooperate with the Affiliates in their respective efforts to promote 
quality service at reasonable rates. 

(4) 	 Promote cooperation and the exchange ofknowledge and 
experience within the Verity Health System. 

(5) 	 Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California 
Non profit Public Benefit Corporation Law and as may be necessary 
or expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. 

(6) 	 Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 50l(c)(3) of the IRC and within 
the meaning of§ 214(a)(6) of the R&TC, in the course of which 
operation: 

(a) 	 No paii of the net earnings ofthis Corporation shall inure to 
the benefit of, or be distributable to, any private shai·eholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
pa1iicipate in, or intervene in (including the publishing or 
distribution of statements), ai1y political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
pennitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 501(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170( c )(2) of the IRC, or (ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTJCLE Ill 

The name and address in the State of California of this Corporation's agent for 
service of process is: 

[TBD] 
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ARTICLE IV 

The street and mailing address of this Corporation is 26000 Altamont Road, Los 
Altos, California 94022-4317. 

ARTICLE V 

This Corporation shall have no members. 

ARTICLE VI 

The property of this Corporation is irrevocably dedicated to charitable. 
educational, and scientific purposes meeting the requirements of§ 214 of the R&TC and in 
A1iicle !LB hereof. Upon the winding up and dissolution of this Corporation. its assets 
remaining, after payment or adequate provision for payment of all debts and obligations of this 
Corporation, shall be distributed in accordance with a plan of liquidation approved by the Board 
of Directors to such organization or organizations determined by the Board of Directors and 
organized and operated exclusively for charitable, educational or scientific purposes as shall at 
the time qualify as an exempt organization or organizations under § 50 ](c )(3) of the !RC and 
under§ 214 of the R&TC. No assets shall be distributed to any organization if any part of the 
n~t earnings of such organization inures to the benefit of any private person or individual, or if a 
substantial part of the activities of such organization is the carrying on of propaganda or 
otherwise attempting to influence legislation, or if the organization participates in, or intervenes 
in (including the publishing or distribution of statements) any political campaign on behalf of 
any candidate for public office, or if the organization carries on any other activities not 
permitted to be carried on (i) by a corporation exempt from federal income tax under§ 50l(c)(3) 
of the !RC and meeting the requirements of§ 214 of the R&TC or (ii) by a corporation, 
contributions to which are deductible under § 170( c)(2) of the !RC. 

ARTICLE VII 

These Articles shall be amended only upon approval by this Corporation's Board 
of Directors. 
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AMENDED AND REST A TED 


BYLAWS OF 


VERITY HEAL TH SYSTEM OF CALIFORNIA, INC. 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles of Incorporation. 

ARTICLE II 


DEFINITIONS 


Section 2.1 Definitions. These Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of the entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 
full effect to the intent of Article XI of these Bylaws. 

A. Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by this Corporation or by anotl1er organization 
controlled by this Corporation. As used in this definition, "control" shall mean (a) the 
status of sole corporate member of an organization; or (b) the authority to appoint, elect 
or approve at least a majority of the governing body of an. organization. 

B. Effective Date. The "Effective Date" shall mean the date of adoption of 
these Bylaws. 

C. Health System. "Health System" shall mean, collectively, this 
Corporation and its Affiliates. 

D. Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

E. System Authoritv Matrix. "System Authority Matrix" shall mean the 
document as in effect from time to time which sets forth the respective responsibilities 
and authorities for Health System operations and decision making. 

F. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 



ARTICLE III 


PURPOSES 


Section 3.1 Purposes. The purposes of this Corporation are set out in its Articles of 
Inco1voration as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 4.1 Offices. The principal office for the transaction of the business of this 
Corporation shall be in the County of Santa Clara, State of California. This Corporation may 
also have an office or offices within or without the State of California, as the Board of Directors 
may from time to time establish. 

Section 4.2 Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

BOARD OF DIRECTORS 

Section 5.1 Powers. Subject to the provisions of this Corporation's Articles of 
lncorporation, these Bylaws, the System Authority Matrix, and the laws of the State of 
California, the activities and affairs of this C01voration shall be managed and conducted and all 
corporate powers shall be exercised by or under the direction of this C01voration's Board of 
Directors. To facilitate the management and conduct of this C01voration's activities and affairs, 
the Board of Directors shall establish corporate policies for, and formulate the basic rules and 
regulations governing the operation and management of, this Corporation. The Board of 
Directors may delegate the management and conduct of this Co1voration' s activities and affairs 
to any person or persons, management company, or committee however composed, provided that 
no delegation of authority by the Board of Directors to the President and Chief Executive Officer 
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from 
exercising the authority required to meet its governance responsibility for the management and 
conduct of this Corporation's activities and affairs; and provided further that any delegation of 
powers of the Board may be made only to a committee of the Board consisting only of directors 
and shall be subject to the further limitations on Board conm1ittees set f01ih in Section 8.1 of 
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 5.2 Specific Authoritv of the Board of Directors. Without limiting the 
generality of the foregoing, the Board of Directors has the power and authority to take or 
approve the following actions, subject to the System Authority Matrix: 

A. Approve or change the mission, role and/or purpose of this Corporation; 
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B. Amend, restate, or repeal the Bylaws and Articles ofincorporation of this 
Corporation; 

C. Approve the merger, consolidation, reorganization, or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

D. Elect and remove the Directors of this Corporation; 

E. Approve any amendment of the approval rights of the Corporation set 
forth in the System Authority Matrix; 

F. Establish the overall debt limit governing the incurrence of debt and 
guaranties by this Corporation and its Affiliates and approve the incurrence of debt and 
guaranties of this Corporation or any of its Affiliates other than in accordance with such 
policies as in effect from time to time; 

G. · Approve the capital and operating budgets of this Corporati011; 

H. Establish the criteria for and approve the financial and strategic plans of 
the Corporation; · 

I. Approve the sale, transfer, substantial change in use of the assets of the 
Corporation to the extent required by the System Authority Matrix; and 

J. Approve the formation by this Corporation of any new corporation or 
other legal entity, or its participation (excluding investment in publicly-traded securities) 
in any corporation or other entity as a shareholder, member, paiiner or joint venturer. 

K. Approve the selection of the external audit firm for the Corporation and its 
Affiliates; and 

L. Establish and appoint, and prescribe the duties and authorities of the audit, 
finai1ce, and any other committee for the Health System that would substitute or 
supersede such committees of the governing bodies of the Affiliates to the extent allowed 
by applicable law. 

Section 5.3 Specific Authority of the Corporation as Sole Corporate Member of 
Affiliates. The Board of Directors has the power ai1d authority, in the name ai1d on behalf of this 
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the 
System Authority Matrix: · 

A. Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct 
Affiliate of this Corporation; 

B. Appoint and remove the chief executive officer and chairperson of the 
board of each of the Affiliates; 
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C. Approve the incurrence of debt and guaranties of any of its Affiliates other 
than in accordance with such policies as in effect from time to time; 

D. Approve the sale, transfer, substantial change in use of the assets of any 
Affiliate to the extent required by the System Authority Matrix; 

E. Approve any other action of this Corporation or any Affiliate controlled 
by this Corporation that has been established by resolution of the Board of Directors as 
requiring its approval, including but not limited to any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to 
which this Corporation or any Affiliate controlled by this Corporation is a party. 

Section 5.4 Board of Directors on the Effective Date. The Board of Directors on the 
Effective Date shall be those persons elected or appointed as specified in Section 2.1 (a) of the 
System Restructuring and Support Agreement by and among Daughters of Charity Ministry 
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital 
Management, LLC ("BMCM") dated July 17, 2015. 

Section 5.5 Number and Qualification. 

A. Generally. The Board of Directors shall consist ofno less than five (5) 
members, as follows: 

(I) BMCM shall have ·the right to appoint not more than twenty 
percent (20%) of the number of Directors constituting the Board of Directors at 
any time ( each a "BM Director Appointee") during the period ohime that its 
affiliate, Integrity Healthcare, LLC (the "Manager"), is providing management 
services to the Corporation pursuant to a management services agreement; and 

(2) the remainder shall be persons nominated by the Nominating 
Committee as provided in Section 5.4 of these Bylaws and elected by the Board 
of Directors (the "At-Large Directors"). 

B. Qualifications. 

(I) At-Large Directors recommended by the Nominating Committee 
shall be selected in a manner that meets any applicable requirements for the 
Corpo1'ation to maintain its tax-exempt status. Collectively, the At-Large 
Directors shall have the experience and expertise appropriate to fulfillment of 
their fiduciary duties as independent directors of a California nonprofit public 
benefit corporation. In the ordinary course, this means they will have experience 
in complex business operations and have had involvement in non-profit tax
exempt organizations. They will have exercised judgment in challenging business 
settings, and will have experience in working with teams in reaching goals. The 
At-Large Directors shall have demonstrated a willingness to commit support for 
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the mission of the Corporation and training and experience in matters relevant to 
service as a member of the Board of Directors through: 

(]) participation in community affairs or in the work of other 
charitable organizations; 

(2) ability and willingness to contribute to the achievement of 
the purposes of the Corporation; 

(3) awareness of the objectives of the Corporation as they 
relate to the health needs of the Corporation's service area; and 

(4) such other.criteria as may be recommended to the 
Nominating Committee by the Board of Directors. 

(2) BM Director Appointees and At-Large Directors shall not, either 
directly or indirectly, personally or through a family member, have any financial 
relationship with BMC:M, or its owned or managed affiliates, and may not serve 
as an officer, director, co.ntractor or employee ofBMCM, any managed fund, or 
entity in which BMCM has an equity stake or option to purchase, except for 
public companies wherein BMCM has an interest ofless than 10% .. 

C. Restriction on Interested Directors. Not more than fo1ty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested 
persons. An interested person is (i) any person currently being compensated by this 
Corporation for services rendered to it within the previous twelve (12) months, whether 
as a full-time or part-time employee, independent contractor or otherwise, but excluding 
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, 
mother-in-law or father-in-law of any such person. However, any violation of the 
provisions of this Section shall not affect the validity or enforceability of any transaction 
entered into by this Corporation. 

Section 5.6 Nomination and Election of At-Large Directors. Candidates for At-Large 
Directors may be recommended by any member of the Board of Directors to the Nominating 
Committee, constituted in accordance with Section 8.7 of these Bylaws. Except as otherwise 
provided in this Section 5.6, and acting by the unanimous consent or vote of all of its members, 
the Nominating Committee shall nominate At-Large Director candidates to the Board of 
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual 
meeting or at any other time designated by the Board of Directors. Notwithstanding the 
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating 
Committee does not vote unanimously for one of two initially considered candidates, then the 
affirmative vote needed to fom1ally nominate a candidate to the Board of Directors may be by 
simple majority of the members of the Nominating Committee. TI1e Nominating Committee 
shall notify the Board of Directors in writing of nominees at least ten (10) business days in 
advance of any regular or special meeting of the Board of Directors at which Directors are to be 
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elected. At the next regular or special meeting of the Board of Directors, the Board of Directors 
shall either elect or reject as an At-Large Director any nominees provided by the Nominating 
Committee. If any Director positions remain unfilled, the nomination procedure shall be 
repeated and new names nominated in accordance with the procedures set forth in this Section, 
until all Director positions are filled. 

Section 5. 7 Term. Each appointed Director shall hold office for a term of one ( l) year 
or such other period as the Board of Directors may set and until his or her successor is elected or 
appointed and qualified. Appointed Directors may be reappointed in accordance with Section 
5.5(A) of these Bylaws. 

Section 5.8 Removal and Filling of Vacancies. Any or all Directors may be removed 
from office, with or without cause, by the Board of Directors, except that the removal of a BM 
Director Appointee also requires the agreement of BMCM. The Board of Directors may declare 
vacant the office of a Director who has been removed; who has been declared of unsound mind 
by a final order of court or convicted of a felony, or who has been found, by a final order or 
judgment of any court, to be in breach of any duty owed to the Corporation under California law. 
In the event a Director shall be so removed or his or her office is declared vacant, a new Director 
to fill the unexpired term or terms of the Director who was removed or whose office was 
declared vacant may be appointed by the Board of Directors from nominees selected by the 
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be 
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At 
all times the Board of Directors shall have not more than twenty percent (20%) of its members 
appointed by BMCM. 

Section 5.9 Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, or the Secretary or to the 
Board of Directors of the Corporation at its principal office; provided that, except upon notice by 
the Attorney General, no Director may resign if the Corporation would then be left without a 
duly elected Director or Directors in charge of its affairs. Such resignation shall be effective 
upon receipt unless specified to be effective at some other time. 

Section 5 .10 Compensation and Expenses. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 495 8), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Board of Directors. Directors may receive compensation from the Corporation for 
services rendered to it, subject to the restriction on interested Directors as set forth in Section 
5.5(C). 

Section 5 .11 Self-Dealing Transactions. This Corporation shall not enter into self
dealing transactions. Except as provided in Section 5. l l (A), for the purpose of this section, a 
self-dealing transaction means a transaction to which this corporation is a party and in which one 
or more of the members of its Board of Directors or officers has a material financial interest and 
which does not meet the requirements of Sections 5.11 (B) or 5.11 (C). Such a member of the 
Board of Directors is an "interested director" for the purpose of this section. 
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A. Exceptions. The provisions of this section do not apply to any of the 
following: 

(!) An action of the Board of Directors fixing the compensation ofa 
member of the Board of Directors as an officer of this corporation. 

(2) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and 
without unjustified favoritism and (ii) results in a benefit to one or more members 
of the Board of Directors or their families because they are in the class of persons 
intended to be benefited by the public or charitable program. 

(3) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the 
· gross receipts of this corporation for the preceding fiscal year or one hundred 
thousand dollars ($100,000). 

B. Prior Board of Directors Approval: This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(1) This Corporation entered into the transaction for its own benefit; 

(2) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(3) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote 
of a majority of the members of the Board of Directors then .in office without 
counting the vote of the interested director or directors, and with knowledge of the 
material facts concerning the transaction and the director's interest in the 
transaction. Interested directors may be counted in determining the presence of a 
quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Paragraph 5.1 l(C)(l ), 
action by a committee of the Board of Directors shall not satisfy this paragraph; 
and 

(4) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation 
under the circumstances that this corporation could not have obtained a more 
advantageous an-angement with reasonable effort under the circumstances or (ii) 
this corporation in fact could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances. 

C. Subsequent Board of Directors Avoroval. This corporation may enter into 
a self-dealing transaction if all of the following facts are established: 
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(]) A committee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in 
Section 5.11 (B); · 

(2) Jt was not reasonably practicable to obtain approval of the Board of 
Directors prior to entering into the transaction; and 

(3) The Board of Directors, after determining in good faith that the 
conditions of subparagraphs ( 1) and (2) of this Section were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the 
Board of Directors then in office without counting the vote of the interested 
director or directors. Interested directors may be counted in determining the 
presence of a quorum at a meeting of the Board of Directors which authorizes, 
approves or ratifies the contract or transaction. 

ARTICLE VI 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 6.1 Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 6.2 Meetinf!s bv Telephone or Electronic Communication. Directors may 
participate in any meeting of the Board of Directors, regular or special, through the use of 
conference telephone, electronic video screen communication, or electronic transmission by and 
to the Corporation. Paiiicipation in a meeting through conference telephone or electronic video 
screen communication constitutes presence in person at that meeting so long as all members 
participating are able to hear one another. Paiiicipation in a meeting through electronic 
transmission other than telephone conference or electronic video transmission constitutes 
presence at that meeting so long as both of the following apply: (A) each member participating in 
the meeting can communicate with all of the other members concurrently; (B) each member is 
provided the means of paiiicipating in all matters before the Board of Directors, including, 
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be 
taken by the Corporation. 

Section 6.3 Annual Meetings. The Board of Directors shall hold an amrnal meeting 
for the purpose of organizing the Board, the election of officers, and the transaction of such other 
business as may come before the meeting. The annual meeting shall be held at such time as the 
Board may fix by resolution from time to time. No notice of the annual meeting of the Board of 
Directors need be given. 

Section 6.4 Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Board may fix by resolution from time to time. No notice of any regular 
meeting of the Board of Directors need be given. 
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Section 6.5 ·Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation. · 

Section 6.6 Notice of Special Meetings. Notice of the time and place of special 
meetings shall be c01rununicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication, addressed to mm or her at his or her 
address as it is shown on the records of this Corporation. Such notice, if mailed, shall be mailed 
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally, 
telephonically or telegraphically or by e-mail, shall be received at least forty-eight ( 48) hours 
prior to the time of the meeting. 

Section 6.7 Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver ofnotice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 6.8 Ouorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not Jess than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors' meeting to another time 
and place. The act of a majority of the Directors present 'at any time at which there is a quorum 
shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 6.9 Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors under any provision of law, the Articles of Incorporation or these Bylaws 
inay be taken without a meeting if all of the Directors individually or collectively consent in 
writing to such action. Such written consent or consents shaU be filed with the minutes of the 
proceedings of the Board. Such action by written consent shall have the same force and effect as 
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this 
Corporation relating to an action taken by the Board without a meeting shall state that the action 
was taken by written consent of the Board of Directors without a meeting and that the Bylaws of 
the Corporation authorize its Directors to so act. 

Section 6.10 Prohibition Against Voting by Proxy. Directors may not vote by proxy. 

ARTICLE VII 

CORPORATE OFFICERS 
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Section 7. I Officers. 

A. The officers of this Corporation shall include a Chief Executive Officer 
and President ("CEO"), Chairperson of the Board, Vice Chairperson of the Board, Chief 
Financial Officer ("CFO"), and a Secretary, all of whom shall be selected in accordance 
with the provisions of this Article VII. Any number of such offices may be held by the 
same person, but neither the Chairperson of the Board nor the President/CEO may serve 
concurrently as the Secretary or CFO of this Corporation. 

B. Except as otherwise set forth in these Bylaws, the officers of this 
Corporation shall be chosen annually 1:>y the Board of Directors and shall hold office until 
his or her resignation or removal by the Board of Directors or, in the case of the 
President/CEO and Chief Financial Officer, by the Manager ( during any time that the 
Management Agreement is in effect), other disqualification to serve, or until his or her 
successor shall be elected and qualified. Notwithstanding any provision to the contrary in 
these Bylaws, as lo11g as the Management Agreement remains in effect and has not 
terminated or expired, the Manager (as defined in the Management Agreement) will be 
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set 
forth under the terms and conditions of the Management Agreement, and will have the 
right to tenninate or remove the Chief Executive Officer and President and Chief 
Financial Officer, without the approval of the Board of Directors, In the event the 
Manager terminates the President/CEO or Chief Financial Officer, the Manager shall be 
required to provide a replacement of such officer to be approved by the Board of 
Directors. The Board of Directors shall have the right to require Manager to replace the 
President/CEO if the Board of Directors determines, in its sole judgment, that the 
President/CEO is unacceptable. 

C. The Board of Directors may appoint such other officers from among the 
members of the Board of Directors, such as one or more assistant secretaries or 
treasurers, as the business of this Corporation may require, each of whom shall hold 
office for such period, have such authority and perfonn such duties as are provided in 
these Bylaws or as the Board of Directors from time to time may authorize. 

Section 7 .2 Removal of Officers. Subject to any consultation or approval 
requirements under the System Authority Matrix, any officer may be removed, with or without 
cause, by a majority of Directors then in office, at any regular or special meeting of the Board, 
except that if an employment agreement is in effect for any officer, its tem1s shall govern the 
removal of the officer. Should a vacancy occur in any office as a result of death, resignation, 
removal, disqualification or any other cause, the Board of Directors may delegate the powers and 
duties of such office, except as otherwise provided in these Bylaws, to any officer or to any 
Director until such time as a successor for such office has been elected or appointed. Any officer 
shall be automatically removed as such an officer upon his or her removal as a Director in 
accordance with the provisions of Section 5.6 of these Bylaws. 

Section 7.3 Chairperson of the Board. The Chairperson of the Board shall be elected 
from among the Directors and shall have the powers and duties usually associated with such 
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office. The Chairperson of the Board shalJ preside over meetings of the Board of Directors, 
supervise activities of the Board, and serve as an ex-officio voting member of all Board 
committees. 

Section 7.4 Vice Chairperson of the Board. The Vice Chairperson of the Board shalJ 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perform all duties of the Chairperson of the Board and, when so acting, shall have 
alJ powers of and be subject to alJ restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shalJ 
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the 
Board. 

Section 7 .5 Secretary. The Secretary shall be elected from among the Directors and 
shall keep or cause to be kept at the principal office or at such other place as the Board of 
Directors may determine, a book of minutes of all meetings of the Directors, whether annual, 
regular or special, with the time and place of the meeting, the notice given, the names of those 
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized. 
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors 
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and 
shall have such other powers and perform such other duties as may be prescribed by the Board of 
Directors or these By laws. 

Section 7.6 Treasurer. The Treasurer shalJ be elected from among the Directors and 
shall have the powers and duties usually associated with such office, subject to limitation or 
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept 
and maintained adequate and correct accounts of the properties and business transactions of this 
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses. 
The books of account shall at all times be open to inspection by any Director, or the Corporate 
Member. The Treasurer shalJ submit or cause to be submitted to the Board of Directors amrnal 
statements ofreceipts and expenditures. 

Section 7.7 President and Chief Executive Officer. The President and the Chief 
Executive Officer shalJ be the chief executive officer of this Corporation, shall serve as a 
member of the Corporation's executive team, and shall be an employee of the Corporation, 
except that during any period that the Management Agreement is in effect he or she shall be an 
employee of the manager thereunder. Subject to the powers of the Manager (during any time 
that the Management Agreement is in effect), the President/CEO shall be appointed by and 
subject to the removal of the Board of Directors. He or she shall report to and be accountable to 
the Manager (during any time that the Management Agreement is in effect), and rep011 to, be 
accountable to and subject atall times to the ultimate supervision and authority of the 
Corporation's Board of Directors, shall have general supervision, direction and control of the 
business and non-Director officers of this Corporation and shall be held responsible for the 
proper functioning and management of this Co1poration. The President and Chief Executive 
Officer shall possess the degree of education and experience appropriate to the proper discharge 
of these responsibilities and, if a management or employment agreement may be in effect, meet 
all of the requirements set forth in the management or employment agreement. The Board of 
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Directors shall initiate and conduct periodic performance reviews of the President and Chief 
Executive Officer. Subject to the direction of the Manager ( during any time that the 
Management Agreement is in effect) and the ultimate supervision and control of this 
Corporation's Board of Directors, the President and Chief Executive Officer shall organize the 
administrative functions of this Corporation, delegate duties and establish formal means of 
accountability on the part of his or her subordinate officers. The President and Chief Executive 
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the 
Board of Directors. He or she shall have the general powers and duties of management usually 
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation 
Law and shall have other powers and duties as may be prescribed by this Corporation's Board of 
Directors, these Bylaws, and the System Authority Matrix. 

These powers and duties shall include, but not be limited to, the following: 

A. to support and assist this Corporation in fmiherance of its charitable 
purposes, consistent with the established philosophy and mission of the Health System; 

B. to direct and implement the goals, policies and programs established for 
the Health System; 

C. to promote a high standard of quality of care provided by the Health 
System through setting goals and objectives for .quality improvement; 

D. to act as the representative of this Corporation to the public as well as to 
governmental and voluntary organizations; 

E. to make policy proposals to the Board of Directors and the Corporation's 
·executives; 

F. to assume responsibility for strategic planning, financial planning, 
physical facilities, site development and program planning to meet the health needs of the 
community; 

G. to report to the Board of Directors and the Corporation's executives on the 
performance of this Corporation as well as on appropriate federal, state and local 
developments that affect health care therein; 

H. to attend all meetings of the_ Board of Directors and committees thereof, 
except as otherwise determined by the Board of Directors; 

I. to serve on such Advisory Board committees as determined by the Board 
of Directors; 

J. to assure proper day-to-day administration of this Corporation; 
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K. to prepare an annual budget and periodically report to the Board of 
Directors and to the Corporation's executives on this Corporation's financial affairs and 
condition; 

L. in consultation with the Board of Directors, to appoint each Vice President 
of the Corporation, to set the tem1s and conditions of employment of the Vice Presidents 
and to evaluate their performance periodically, to assure the proper selection, 
employment, control and discharge of employees of the Corporation and the executives 
and officers of the Affiliates and Subsidiaries, and the development and maintenance of 
this Corporation's written personnel policies and practices; 

M. to assure proper maintenance and to keep the physical properties of this 
Corporation in a good state of repair; and 

N: to assure proper business management of this Corporation so that funds 
are collected and expended in keeping with sound business practice and with charity. 

Section 7 .8 Chief Financial Officer. The Chief Financial Officer shall, in coordination 
with the Treasurer, and according to the direction of the Board of Directors and the 
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accourits of the properties and business transactions of the Corporation, 
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and 
fund balance. The books of account shall at all reasonable times be open to inspection by any 
Director. The Chief Financial Officer shall deposit all monies and other valuables in the name 
and to the credit of the Corporation with such depositaries as may be designated by the Board of 
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board 
of Directors, shall render to the President and Chief Executive Officer, or the Directors whenever 
they request it, an account of all transactions as Chief Financial Officer and of the financial 
condition of the Corporation, and shall have other powers and perform such other duties as may 
be prescribed by the Board of Directors or the Bylaws. Subject to the powers of the Manager 
(during any time that the Management Agreement is in effect), the Chief Financial Officer shall 
be appointed by and shall be subject to removal by the President and Chief Executive Officer of 
the Corporation. He or she shall report to and be accountable to the Board of Directors of this 
Corporation, the President and Chief Executive Officer, and the Manager ( during any time that 
the Managel'nent Agreement is in effect). 

Section 7.9 Reporting Relationship of Ce1iain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President and Chief Executive Officer and each pf them shall be entitled to 
confidential access to the Chairperson and other members of the Board of Directors as necessary 
or advisable to carry out such person's duties in such position. 

Section 7.10 Resignation. Any officer may resign at any time by giving written notice 
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
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acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under 
any contract to which the officer is a party. 

Section 7.11 Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 

ARTICLE VIII 

COMMITTEES 

Section 8.1 Generally. 

A. The Board of Directors may by resolution establish (1) Committees of the 
Board which shall have legal authority to act for this Corporation and, as determined by 
the Board of Directors, the Health System, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all conm1ittees shall serve at the pleasure 
cif the Board. Any Committee of the Board which shall have legal authority to act for this 
Corporation, to the extent provided in a resolution of the Board, shall have all authority 
of the Board, except with respect to: 

(1) The approval of any act1on for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require approval of a 
majority of this Corporation's Board of Directors; 

(2) The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(3) The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or repealable; 

(4) The appointment of other committees or members thereof; 

(5) The approval of any self-dealing transaction, except as provided iri 
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law; 

(6) Any decision with respect to the retention or termination of the 
· Chief Executive Officer, approval or amendment of any operating or capital 
budget, approval of the aimual audit, amendment of these Bylaws, any 
unbudgeted capital expenditure, or any decision with respect to the acquisition, 
divestiture, sale or other disposition of Corporation's assets, or the creation of any 
new Corporation liabilities, or the exercise of any reserved power held by the 
Corporation with respect to any of the Affiliates. 
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B. The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such 
prescription, such committee shall have the power to prescribe the manner in which its 
proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall 
otherwise provide, the regular and special meetings and other actions of any committee 
shall be governed by the provisions of Article VII of these By laws. Each committee shall 
keep minutes of its proceedings and shall report the same to the Board from time to time, 
as the Board of Directors may require. The Board of Directors shall review the charter of 
each committee governed by a charter at least once every two years. 

Section 8.2 Committees of the Board. Only Directors may be appointed as voting 
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or 
more Directors, with at least one ( 1) member of each Committee being a BM Director 
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the 
Board of Directors, The Board may designate one or more Directors as alternate members of 
any such committee, who may replace any absent member at any meeting of the committee. 

Section 8.3 Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 8.4 Executive Committee. 

A. There may be an Executive Committee which, if established, shall consist 
of such members of the Board of Directors as the Board may designate, and shall include 
at least one BM Director Appointee. The Chairperson of the Executive Cormnittee shall 
be the person then serving as Chairperson of the Board. The Executive Committee shall 
have authority to act for this Corporation, subject to the provisions of Section 8.1 (A) of 
these Bylaws, as to those matters which may arise and cannot be handled in the ordinary 
course of regular or special meetings of the Board of Directors. 

B. The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual 
Director of any responsibility imposed on it or him or her by law, by the Articles of 
Incorporation of this Corporation or these Bylaws. 

C. The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be 
given to its members and no act of the Executive Committee shall be valid unless 
approved by the vote of a majority, or by the unanimous written consent, of its members. 

Section 8.5 Audit Conunittee. In a fiscal year in which the Corporation's gross 
revenue is $2,000,000 or more, the Corporation shall appoint an audit committee (the "Audit 
Conunittee"), shall hire an independent auditor, and shall have such auditor prepare an audited 
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financial statement. Such $2,000,000 threshold excludes grants received from and contracts and 
services with government entities for which the governmental entity requires an accounting of 
funds received. 

A. Members. The Audit Committee may include non-Board members, but it 
may not include any members of the staff, the President/CEO, or the CFO. If the 
Corporation has a Finance Committee, it shall be separate from the Audit Committee. 
The Audit Committee may include members of the Finance Committee, but such 
overlapping members shall constitute less than half of the Audit Committee and the 
chairperson of the Audit Committee may not be a member of the Finance Committee. 
Any person who has any material financial interest in any entity doing business with the 
Corporation may not serve on the Audit Committee. Each member of the Audit 
Committee shall serve as such until such member's successor shall be appointed by the 
Board of Directors. In the event that any member of the Audit Committee shall resign or 
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the 
Board. The Audit Committee shall be an Advisory Committee and shall operate in 
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in 
effect from time to time. The Audit Committee shall consist of not fewer than three 
members, all of whom shall be or shall be capable of becoming familiar with basic 
financial statements and accounting principles, and all of whom shall be deemed by the 
Board of Directors to be free of any relationship that would interfere with independent 
judgment. The Audit Committee shall meet at least quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all 
members who are employees of the Corporation or any Affiliate controlled by the 
Corporation. 

B. Duties of the Audit Committee. Subject to the supervision of the Board, 
the Audit-Committee shall exercise the following powers, responsibilities, and duties: 

(1) To make reconm1endations to the Board regarding the 
appointment, retention, and tennination of the independent auditor for the 
corporation and the Affiliates; 

(2) To negotiate the auditor's compensation; 

(3) To confer with the auditor to satisfy its members that the financial 
affairs of the corporation and the Affiliates are in order; 

(4) To review the audit and decide whether to accept it; and 

(5) To assure that any non-audit services perfom1ed by the auditor 
conform to the applicable independent standards and to approve such nonaudit 
services. 
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C. Compensation. No member of the Audit Conm1ittee shall receive 
compensation for serving on the Audit Committee. An Audit Committee member may be 
reimbursed for reasonable expenses incurred in attending such meetings. 

D. Control by the Board. The Audit Committee shall be subject at all times 
to the control of the Board, which shall have the power to revise or alter any action taken 
by the Audit Committee; provided, however, that no rights of third pa1iies shall be 
affected thereby. 

Section 8.6 Financial Statements Must Be Made Available. Ifthe Corporation 
prepares an audited financial statement ( either in accordance with Section 8.5 above or 
otherwise), such audited financial statement shall be made available for inspection by the 
California Attorney General .and by all members of the public no later than nine months after the 
close of the relevant fiscal year in the same manner as the corporation's Internal Revenue 
Service Form 990. Each arumal financial statement shall be made available to the public for 
three years. 

Section 8.7 Nominating Conm1ittee. The Nominating Committee shall be a standing 
advisory committee and shall be composed of five (5) Directors appointed by the Chairperson, 
including one BM Director Appointee. The Nominating Committee shall have the authority and 
responsibility to: 

A. Recruit, screen, and evaluate candidates for Directors of this Corporation 
and other entities in which the Corporation has the right or power to appoint directors or 
managers. and shall solicit recommendations and input from all Directors, BlueMountain 
Capital Management, LLC, and Manager for nominees to the Board of Directors; 

B. Nominate Director nominees to the Board of Directors, and of other 
entities for which this Corporation has the right to appoint directors or managers; and 

C. Perform such other functions as may be assigned to it by the Board of 
Directors. 

Section 8.8 Executive Compensation Review and Approval. During any period that 
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the 
Board, or any authorized C01m11ittee of the Board, shall review and approve the compensation, 
including benefits, of the President/CEO and the CFO to ensure that each such officer's 
compensation is just and reasonable. Such review and approval shall occur when the officer is 
initially hired\ whenever the officer's term of employment is renewed or extended, and when the 
officer's compensation is modified, unless such modification applies to substantially all 
employees. 

Section 8.9 Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such c01m11ittee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
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a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 8.11 Quorum. At all conm1ittee meetings, a majority of committee members 
then serving, but not less than three (3), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 

ARTICLE IX 

GENERAL PROVISIONS 

Section 9.1 Voting Interests. The Corporation may vote any and all shares held by it 
in any other corporation and may exercise any and all membership rights held by i.t in any other 
corporation. Such action shall be undertaken or evidenced on behalf of this Corporation by such 
officer, agent or proxy as the Board of Directors may appoint or, in default of any such 
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such 
case, such person may likewise appoint a proxy to vote shares. 

Section 9.2 Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be detennined by the Board of Directors. 

Section 9.3 Execution of Contracts. Except as otherwise provided in these Bylaws, 
the Board of Directors :may authorize any officer or officers, agent or agents to enter into any 
contract or execute any instrument in the name of and on behalf of this Corporation and such 
authority may be general or confined to specific instances. Unless so authorized by fhe Board of 
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power 
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to 
render it liable for any purpose or in any amount. 

Section 9.4 Inspection of Corporate Records. The accounting books and records of 
this Corporation and the minutes of proceedings of this Corporation's Board of Directors and 
Committees shall be open to inspection upon the written request of any Director at any 
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reasonable time and for any purpose reasonably related to the interests of the Director. Such 
inspection may be made in person or by an agent or attorney. 

Section 9.5 Annual Report. The Board of Directors shall cause an annual repo1i to be 
sent to each Director of this Corporation no later than one hundred twenty (120) days after the 
close of this Corporation's fiscal or calendar year. Such amrnal report shall be prepared in 
conformity with requirements of the California Nonprofit Public Benefit Corporation Law. 

Section 9.6 Dissolution. TI1e property and assets of this Corporation are irrevocably 
dedicated to charitable, educational and scientific purposes. Upon the winding up and 
dissolution of this Corporation, its assets remaining, after payment or adequate provision for 
payment of all debts and obligations of this Corporation, shall be distributed in accordance with 
the dissolution provisions set forth in this Corporation's Articles oflnco1poration. 

Section 9.7 Fiscal Year. TI1e fiscal year of this Corporation shall begin on the first 
day of July each year and end on June 30th of the following year. 

Section 9.8 Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review these By laws and recommend changes. 

ARTICLEX 

INDEMNIFICATION AND INSURANCE 

Section 10.1 lnde11111ification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the law requires it shall, inde11111ify against liability 
and hold harmless any person who was or is a party to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or agent of this Corporation when serving in an official capacity on 
behalf of this Corporation, or is or was serving at the request of this Corporation as a member, 
director, officer, employee or agent of another c01poration, domestic or foreign, nonprofit or for
profit, pminership, joint venture, trust or other enterprise. The foregoing rights of 
inde1m1ification shall not be deemed to be exclusive of m1y other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or agent of this Corporation and shall inure to the benefit of the 
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such 
action, suit or proceeding survives the death of such person. 

Section 10.2 Payment of Expenses. This Corporation may pay expenses, including 
attorneys' fees, incurred in defending any action, suit or proceeding referred to in this A1iicle in 
advm1ce of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as pe1mitted by law. 

Section 10.3 Insurance. This Corporation may purchase and maintain insurance on 

behalf of any person who is or was a Director, officer, employee or agent of this Corporation 
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when serving in an official capacity on behalf of this Corporation, or is or was serving at the 
request of this Corporation as a member, director, officer, employee or agent of another 
corporation, domestic or foreig1i, nonprofit or for-profit, partnership, joint venture, trust or other 
enterprise, against any claim or liability asse1ied against such person and incurred in any such 
capacity, or arising out of such person's status as such, whether or not this Corporation would be 
required or would have the power to indemnify such person against such liability under this 
Article or otherwise. 

ARTICLE XI 

MAINTAINING A UNIFIED HEALTH SYSTEM 

Section 11.1 Generally. In order to establish the relationships among organizations in 
the Health System which are necessary to maintain a unified system, this Corporation shall 
require that the governing document or documents of any entity of which this Corporation is the 
sole corporate member or controlling organization contain the following: 

A. Provisions which reserve to this Corporation the powers over such entity, 
as may be required by applicable Health System policies; 

B. Provisions which reserve to such entity powers over organizations it 
controls, as may be required by applicable H_ealth System policies; and 

C. Provisions which require such entity to require that the governing 
· document or documents of organizations it controls contain a provision which reserves to 
this Corporation, the powers set forth in these Bylaws, the governing document or 
documents of such entity or applicable Health System policies (including the System 
Authority Matrix). The tenn "governing document or documents," is used in this Article 
as a generic form to describe the organizational documents by which an entity is legally 
formed in a particular state and includes, but is not limited to, articles of incorporation, 
bylaws, governing resolutions, articles of partnership, joint venture agreements, and any 
other document which creates or governs the organization or entity. 

Section 11.2 Exercise of Reserved Powers. All action by this Corporation as the 
corporate member or controlling entity of an Affiliate shall be by this Corporation's Board of 
Directors. 

ARTICLE XII 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 
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ARTICLE XIII 


AMENDMENTS 


These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affinnative vote of a majority of the Directors then in office. 
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Conditions to Change in Control and Governance of Saint Louise Regional Hospital1 and 
Approval of the System Restructuring and Support Agreement by and among Daughters of 
Charity Ministry Services Corporation, Daughters of Charity Health System, Certain 
Funds Managed by BlueMountain Capital Management, LLC2, and Integrity Healthcare, 
LLC 

I. 

These Conditions shall be legally binding on Daughters of Charity Ministry Services 
Corporation, a California nonprofit religious corporation, Daughters of Charity Health System, a 
California nonprofit religious corporation, Verity Health System of California, Inc., a California 
nonprofit public benefit corporation, St. Vincent Medical Center, a California nonprofit religious 
corporation, St. Francis Medical Center, a California nonprofit religious corporation, O'Connor 
Hospital, a California nonprofit religious corporation, Saint Louise Regional Hospital, a 
California nonprofit religious corporation, and Seton Medical Center, a California nonprofit 
religious corporation, St. Francis Medical Center of Lynwood Foundation, a California nonprofit 
religious corporation, St. Vincent Foundation, a California nonprofit religious corporation, Seton 
Medical Center Foundation, a California nonprofit religious corporation, O'Connor Hospital 
Foundation, a California nonprofitreligious corporation, Saint Louise Regional Hospital 
Foundation, a California nonprofit religious corporation, Caritas Business Services, a California 
nonprofit religious corporation, Verity Business Services, a California nonprofit public benefit 
corporation, OCHS Medical Foundation, a California nonprofit religious 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 

1 
Throughout this document, the term "Saint Louise Regional Hospital" shall mean the general 

acute care hospital located at 9400 No Name Uno, Gilroy, CA 95020, and any other clinics, 
laboratories, units, services, or beds included on the license issued to Saint Louise Regional 
Hospital by the California Department of Public Health, effective January 1, 2015, unless 
otherwise indicated. 

'The term "Certain Funds Managed by BlueMountain Capital Management, LLC" shall mean 
the following: BlueMountain Guadalupe Peak Fund, L.P ., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Summit 
Opportunities Fund II (US) L.P ., a Delaware limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BMSB L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Foinaven 
Master Fund L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BlueMountain Logan Opportunities Master Fund 
L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital Management, 
LLC, its investment manager, and BlueMountain Montenvers Master Fund SCA SICAV-SIF, a 
Luxembourg corporate partnership limited by shares, by BlueMountain Capital Management, 
LLC, its investment manager. 
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Ventures - San Jose ASC, LLC, a California limited liability company, DePaul Ventures - San 
Jose Dialysis, LLC, a California limited liability company, 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, the above-listed entities whose corporate status will be changed from a California nonprofit 
religious corporation to a California nonprofit public benefit corporation, 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 Saint Louise Regional Hospital, or the real property on 
which Saint Louise Regional Hospital is located, any and all current and future owners, lessees, 
licensees, or operators of Saint Louise Regional Hospital, and any and all current and future 
lessees and owners of the real property on which Saint Louise Regional Hospital is located. 

These Conditions shall be legally binding on the following entities, as defined in Operating Asset 
Purchase Option Agreement, Operating Asset Purchase Agreement, Real Estate Purchase Option 
Agreement, and the Real Estate Purchase Agreement, when the closing occurs on the Operating 
Asset Purchase Agreement and the Real Estate Purchase Agreement: the Option Holders, 
Purchaser and its Affiliates, "OpCo" a Delaware limited liability company, owned directly or 
indirectly by funds managed by BlueMountain Capital Management LLC, and "PropCo" a 
Delaware limited liability company that will elect to be treated for tax purposes as a real estate 
investment trust, owned directly or indirectly by funds managed by BlueMountain Capital 
Management LLC, Integrity Healthcare, LLC, a Delaware limited liability company, Integrity 
Healthcare Blocker, LLC, a Delaware limited liability company, any other subsidiary, parent, 
general partner, limited partner, member, affiliate, successor, successor in interest, managing 
member, assignee, or person or entity serving in a similar capacity of any of the above-listed 
entities, 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 Saint Louise 
Regional Hospital, or the real property on which Saint Louise Regional Hospital is located, any 
and all current and future owners, lessees, licensees, or operators of Saint Louise Regional 
Hospital, and any and all current and future lessees and owners of the real property on which 
Saint Louise Regional Hospital is located. 

II. 

The transaction approved by the Attorney General consists of the System Restructuring and 
Support Agreement dated July 17, 2015, Amendment No. 1 to System Restructuring and Support 
Agreement, and any agreements or documents referenced in or attached to as an exhibit or 
schedule and any other documents referenced in the System Restructuring and Support 
Agreement and Amendment No. 1 to System Restructuring and Support Agreement including, 
but not limited to: 

a. Transitional Consulting Services Agreement dated July 17, 2015; 
b. Health System Management Agreement with Integrity Healthcare, LLC; 
c. Debt Facility Commitment Letter dated July 17, 2015, signed by all the funds listed in 
footnote 2 and BlueMeridian Capital, LLC; 
d. Operating Asset Purchase Option Agreement; 
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e. Operating Asset Purchase Agreement; 
f. Real Estate Purchase Option Agreement; 
g. Real Estate Purchase Agreement; 
f. Information Technology Lease Agreement; and 
g. Deposit Escrow Agreement dated July 17, 2015. 

All the entities listed in Condition I, Integrity Healthcare, LLC, a Delaware limited liability 
company, BlueMountain Capital Management, LLC, a Delaware limited liability company, and 
any other parties referenced in the above agreements shall fulfill the terms of these agreements or 
documents and shall notify and obtain the Attorney General's approval in writing of any 
proposed modification or rescission of any of the terms 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 forth in Corporations Code 
section 5917 and obtain the Attorney General's approval. 

III. 

For fifteen years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital, and all future owners, managers, lessees, licensees, or operators 
of Saint Louise Regional Hospital shall be required to provide written notice to the Attorney 
General 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 Saint Louise 
Regional Hospital; 

(b) Transfer control, responsibility, management, or governance of Saint Louise Regional 
Hospital. The substitution or addition of a new corporate member or members of Saint Louise 
Regional Hospital or Verity Health System of California, Inc. that transfers the control of, 
responsibility for or governance of Saint Louise Regional Hospital, shall be deemed a transfer 
for purposes of this Condition. The substitution or addition of one or more members of the 
governing body of Saint Louise Regional Hospital or Verity Health System of California, Inc., or 
any arrangement, written or oral, that would transfer voting control of the members of the 
governing body of Saint Louise Regional Hospital or Verity Health System of California, Inc., 
shall also be deemed a transfer for purposes of this Condition. 

IV. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall be operated and maintained as a licensed general acute care 
hospital ( as defined in California Health and Safety Code Section 1250) and shall maintain, 
provide, and expand the following 24-hour emergency medical services: 

a. 	 8 emergency treatment stations at a minimum; and 
b. 	 Completion of the emergency expansion project that renovates the waiting area, triage 

spaces, registration, and adding four reclining chairs. 
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v. 

For ten years from the closing date of the System Restructuring and Support Agreement unless 
otherwise stated, Saint Louise Regional Hospital shall maintain, provide, and expand the 
following health care services at current3 licensure, types, and/or levels of services: 

a. 	 Intensive Care Services, including a minimum of 4 intensive care beds; 
b. 	 Coronary Care Services, including a minimum of 4 coronary care beds; 
c. 	 Obstetric Services, including a minimum of 10 beds; 
d. 	 Stroke services including telemedicine program for stroke patients and 

designation as a Primary Stroke Center; 
e. 	 Women's services including pregnancy and delivery services, maternal fetal 

medicine, mammography, stereotactic breast biopsy, and bone density screening; 
and 

f. 	 Reproductive health services and expand such services to include those prohibited 
by the "Ethical and Religious Directives for Catholic Health Care Services" as 
determined by the United States Conference of Catholic Bishops. 

Saint Louise Regional Hospital shall not place all or any portion of its above-listed licensed-bed 
capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

VI. 

For at least five years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall maintain and provide the following services at current 
licensure, types, and/or levels of services: 

a. 	 Cancer services including medical and surgical; 
b. 	 DePaul Urgent Care Center open and available to patients 7 days a week; 
c. 	 Wound Care and Hyperbaric Medicine Services, including debridement, 

compression therapy, growth factor therapy, blood flow measurement, and 
hyperbaric oxygen therapy; 

d. 	 Pulmonary Rehabilitation Program; and 
e. 	 Asthma and diabetes education. 

Saint Louise Regional Hospital shall not place all or any portion of its above-listed licensed-bed 
capacity or services in voluntary suspension or surrender its license for any of these beds or 
services. 

'The term "current" or "currently" throughout this document means as of January 1, 2015. 
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VII. 


For at least ten years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall maintain physician on-call coverage agreements with 
currently contracted specialties and/or maintain other comparable coverage arrangements with 
physicians at fair market value. 

VIII. 

For ten years from the closing date of the System Restructuring and Support Agreement, Saint 
Louise Regional Hospital shall: 

a) Be certified to participate in the Medi-Cal program; 

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 Saint Louise Regional Hospital to Medi-Cal beneficiaries (both Traditional Medi-Cal 
and Medi-Cal Managed Care) as required in these Conditions, on the same terms 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 hospital coverage, unless the 
contract is terminated for cause: 

i.) Local Initiative: Santa Clara Family Health Plan or its successor; 
ii.) Local Initiative: Santa Clara Valley Health Plan or its successor; and 
iii.) Commercial Plan: Anthem Blue Cross of California or its successor. 

If Saint Louise Regional Hospital questions whether it is being reimbursed on the same terms 
and conditions as other similarly situated hospitals offering substantially the same services, it 
shall notify the Attorney General's Office with at least 120 days' notice prior to taking any 
action that would effectuate any loss, interruption of service or diminution in quality, or gap in 
contracted hospital coverage or prior to giving any required notice of taking such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provider 
Number to provide the same types and levels of emergency and non-emergency services at Saint 
Louise Regional Hospital to Medicare beneficiaries (both Traditional Medicare and Medicare 
Managed Care) as required in these Conditions. 

IX. 

For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall provide an annual amount of Charity Care ( as defined 
below) at Saint Louise Regional Hospital equal to or greater than $1,863,857 (the Minimum 
Charity Care Amount). For purposes hereof; the term "charity care" shall mean the amount of 
charity care costs (not charges) incurred by Saint Louise Regional Hospital in connection with 
the operation and provision of services at Saint Louise Regional Hospital. The definition and 
methodology for calculating "charity care" and the methodology for calculating "costs" shall be 
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the same as that used by Office of Statewide Health Planning Development (OSHPD) for annual 
hospital reporting purposes.4 Saint Louise Regional Hospital shall use and maintain a charity 
care policy that is no less favorable than Saint Louise Regional Hospital's current charity care 
policy and in compliance with California and Federal law. The planning of, and any subsequent 
changes to, the charity care and collection policies, and charity care services provided at Saint 
Louise Regional Hospital shall be decided by the Saint Louise Regional Hospital Board of 
Directors after consultation with the Local Governing Board of Directors as set forth in 
Condition XII. 

Saint Louise Regional Hospital's obligation under this Condition shall be prorated on a daily 
basis if the closing date of the System Restructuring and Support Agreement is a date other than 
the first day of Saint Louise Regional Hospital's fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any, 
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan Statistical Area Base 
Period: 1982-84=100" (as published by the U.S. Bureau of Labor Statistics). 

While the Health System Management Agreement with Integrity Healthcare, LLC is in effect, if 
the actual amount of charity care provided at Saint Louise Regional Hospital for any fiscal year 
is less than the Minimum Charity Care Amount (as adjusted pursuant to the above-referenced 
Consumer Price Index) required for such fiscal year, Saint Louise Regional Hospital shall pay an 
amount equal to the deficiency as follows: 50% of the deficiency payment as a contribution to 
the Daughters of Charity Health System Retirement Plan (Defined Benefit Church Plan), as 
defined in the System Restructuring and Support Agreement, in addition to the contributions that 
are required by the amortization schedule and premium payments required under Employee 
Retirement Income Security Act of 1974 and the Internal Revenue Code of 1986 (as amended), 
as set forth in section 7 .3 in the System Restructuring and Support Agreement until the Defined 
Benefit Church Plan is fully funded, and 50% of the deficiency payment for capital expenditures 
as set forth in section 7.7 of the System Restructuring and Support Agreement for repairing 
and/or upgrading the hospital buildings and equipment including, but not limited to, seismic 
compliance as required in Condition XVI. Such payments shall be made within four months 
following the end of such fiscal year. 

After the closing date on the Operating Asset Purchase Agreement and the Real Estate Purchase 
Agreement, if the actual amount of charity care provided at Saint Louise Regional Hospital for 
any fiscal year is less than the Minimum Charity Care Amount ( as adjusted pursuant to the 
above-referenced Consumer Price Index) required for such fiscal year, Saint Louise Regional 
Hospital shall pay an amount equal to the deficiency to one or more tax-exempt entities that 

4 
OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, 

"the determination 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 has the ability but is unwilling to pay off the account." 
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provide direct health care services to residents in Saint Louise Regional Hospital's service area 
(7 ZIP codes), as defined on page 60 of the Health Care Impact Report, dated October 2, 2015, 
and attached hereto as Exhibit 1. Such payment(s) shall be made within four months following 
the end of such fiscal year. 

The 2010 Federal Affordable Care Act may cause a reduction in future needs of charity care. 
Because of the impact of the Medi-Cal expansion in California and other effects from the 2010 
Federal Affordable Care Act, the California Attorney General will consider adjusting the 
Minimum Charity Care Amount based on financial data submitted to OSHPD from time periods 
after implementation of the 2010 Federal Affordable Care Act. Any actual reduction will be 
considered "unforeseen" for purposes of Title 11, California Code of Regulations, section 999.5, 
subdivision (h). Once Saint Louise Regional Hospital submits its Annual Financial Disclosure 
Report to OSHPD for Fiscal Year 7/1/2015 to 6/30/2016, it may seek a request for an 
amendment of the Minimum Charity Care Amount beginning for Fiscal Year 7/1/2016 to 
6/30/2017. The Attorney General's Decision on such a request will be issued within 90 days of 
the submission of all of the information required in Title 11, California Code of Regulations, 
section 999.5, subdivision (h)(2) and all the information requested by the Attorney General's 
Office. 

x. 
For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall provide an annual amount of Community Benefit Services 
at Saint Louise Regional Hospital equal to or greater than $873,145 (the "Minimum Community 
Benefit Services Amount") exclusive of any funds from grants. For six fiscal years, the 
following community benefit programs and services shall continue to be offered: 

a. Health Benefits Resource Center; 
b. RotaCare Lab Tests; 
c. Nursing Professional Education; and 
d. Health Professional Education. 

The planning of, and any subsequent changes to, the community benefit services provided at 
Saint Louise Regional Hospital shall be decided upon by the Saint Louise Regional Hospital's 
Board of Directors after consultation with the Local Governing Board of Directors as set forth in 
Condition XII. 

Saint Louise Regional Hospital's obligation under this Condition shall be prorated on a daily 
basis if the effective date of the System Restructuring and Support Agreement is a date other 
than the first day of Saint Louise Regional Hospital'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 Annual 
Percent increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for 
All Urban Consumers in the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan 
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Statistical Area Base Period: 1982-84=100" (as published by the U.S. Bureau of Labor 
Statistics). 

If the actual amount of community benefit services provided at Saint Louise Regional Hospital 
for any fiscal year is less than the Minimum Community Benefit Services Amount ( as adjusted 
pursuant to the above-referenced Consumer Price Index) required for such fiscal year, Saint 
Louise Regional Hospital shall pay an amount equal to the deficiency to one or more tax-exempt 
entities that provide community benefit services for residents in Saint Louise Regional Hospital's 
service area (7 ZIP codes), as defined on page 60 of the Health Care Impact Report, dated 
October 2, 2015, and attached hereto as Exhibit 1. Such payment shall be made within four 
months following the end of such fiscal year. 

XI. 

For at least ten years from the closing date of the System Restructuring and Support Agreement 
unless otherwise indicated, Saint Louise Regional Hospital shall maintain its contracts and any 
amendments and exhibits thereto with the County of Santa Clara for services, including the 
following: 

a. 	 Hospital Designation Agreement By and Between the County of Santa Clara and Saint 
Louise Regional Hospital; 

b. 	 Transfer Agreement Between County of Santa Clara and Saint Louise Regional Hospital 
For Neonatal and Pediatric Intensive Care Services; 

c. 	 Agreement Between the County of Santa Clara and Saint Louise Regional Hospital For 
the Grant of Bioterrorism Hospital Preparedness Program; 

d. 	 Agreement Between the County of Santa Clara and Saint Louise Regional Hospital For 
Use of Automated Vital Statistics System; and 

e. 	 County of Santa Clara Hospital Mutual .Aid System Memorandum of Understanding. 

Saint Louise Regional Hospital shall request that the above-listed contracts be amended to 
remove any requirement to comply with and any reference to the "Ethical and Religious 
Directives for Catholic Health Care Services" as determined by the United States Conference of 
Catholic Bishops, if applicable. 

For at least ten years from the closing date of the System Restructuring and Support Agreement, 
Saint Louise Regional Hospital shall provide to the Santa Clara County Public Health 
Department and Santa Clara County Mental Health Department information and documents 
related to staffing assessments, clinical guidelines, services provided, and technology needs for 
Saint Louise Regional Hospital. The goal is to ensure that Saint Louise Regional Hospital's 
decisions or changes in these areas will not be motivated by a desire to move away from serving 
the Medi-Cal population. Such information and documents will also be provided to the Local 
Governing Board. 
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XII. 


For ten years from the closing date of the System Restructuring and Support Agreement, Saint 
Louise Regional Hospital shall have a Local Governing Board of Directors. Saint Louise 
Regional Hospital's Board of Directors shall consult with the Local Governing Board of 
Directors prior to making changes to medical services, community benefit programs, making 
capital expenditures including the spending of the funds for the "Capital Commitment" set forth 
in section 7.7 of the System Restructuring and Support Agreement and attached hereto as Exhibit 
2, making changes to the charity care and collection policies, and making changes to charity care 
services provided at Saint Louise Regional Hospital. The members of the Local Governing 
Board shall include physicians from Saint Louise Regional Hospital's medical staff, Saint Louise 
Regional Hospital's Chief of Staff, one member designated by the Santa Clara County Board of 
Supervisors, and community representatives from Saint Louise Regional Hospital's primary 
service area (7 ZIP codes), as defined on page 60 of the Health Care Impact Report, dated 
October 2, 2015, and attached hereto as Exhibit 1, including 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 unless done so on an emergency basis. The Local Governing 
Board's approval is required of all reports submitted to the Attorney General regarding 
compliance with these Conditions. 

XIII. 

Verity Health System of California, Inc. shall reserve or expend the $180 million capital 
commitment set forth in section 7.7 of the System Restructuring and Support Agreement and 
attached hereto as Exhibit 2. 

XIV. 

Verity Health System of California, Inc. shall comply with the pension obligations set forth in 
section 7.3 of the System Restructuring and Support Agreement. Section 7.3 of the System 
Restructuring and Support Agreement should be amended to include the following language: 

(f) Notwithstanding any limitations set forth in the documents governing the 
Defined Benefit Church Plan, the Defined Contribution Church Plans, and the 
Multiemployer Plans, the participants of these plans have the legal right to 
enforce compliance of Section 7.3 against Verity Health System of California, 
Inc. 

xv. 

Saint Louise Regional Hospital shall maintain privileges for current medical staff who are in 
good standing as of the closing date of the System Restructuring and Support Agreement. 
Further, the closing of the System Restructuring and Support Agreement shall not change the 
medical staff officers, committee chairs, or independence of the Saint Louise Regional Hospital's 
medical staff, and such persons shall remain in good standing for the remainder of their tenure. 
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XVI. 


Verity Health System of California, Inc. shall commit the necessary investments required to meet 
and maintain OSHPD seismic compliance requirements at Saint Louise Regional Hospital 
through 2030 under the Alfred E. Alquist Hospital Facilities Seismic Safety Act of 1983, as 
amended by the California Hospital Facilities Seismic Safety Act, (Health & Saf. Code, § 
129675~130070). 

XVII. 

Within sixty days of the closing .date of the System Restructuring and Support Agreement, Saint 
Louise Regional Hospital's Board of Trustees shall replace Article of IV, Section 3, subsection 
(a) of its Amended and Restated Bylaws Template (attached hereto as Exhibit 3) with the 
following language: 

(a) Number and Composition. The Board of Trustees shall generally consist of not less than five 
(5) nor more than seventeen (17) members, including: 

i) no more than 50 percent shall be members who are in good standing on the Board of 
Directors of Verity Health System of California, Inc.; 

ii) at least one-third shall be residents of Santa Clara County; and 

iii) no members shall have either directly or indirectly, personally or through a family 
member have any financial relationship with BlueMountain Capital Management, LLC or any of 
its owned or managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, 
director, contractor or employee of BlueMountain Capital Management, LLC or any of its owned 
or managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which 
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for 
public companies wherein BlueMountain Capital Managem·ent, LLC has an interest of less than 
10%. 

Saint Louise Regional Hospital's Board of Trustees shall provide a copy of its Amended and 
Restated Articles of Incorporation (as set forth in attached Amended and Restated Bylaws 
Template as Exhibit 4) and Amended and Restated Bylaws within 90 days from the closing date 
of the System Restructuring and Support Agreement requiring these provisions and any further 
changes to these documents must be approved by the Attorney General. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, Verity 
Health System of California, Inc. shall adopt the same Conflict of Interest Policy currently used 
by Daughters of Charity Health System and its affiliates ( attached hereto as Exhibit 5) except 
that all references to the "Corporation" in the Conflict of Interest Policy shall be amended to 
"Corporation or BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates, or Integrity Healthcare, LLC" and a portion of its "Financial Interest" definition 
section on page 2 shall be amended to state as follows: 
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4. Financial Interest: A Director or Family member has, directly or indirectly, a current or 

potential 


• Ownership or investment interest in; or 

• Compensation arrangement with; or 

• Other economic interest in any of the following: 

i. The Corporation; or 
ii. BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates and Integrity Healthcare, LLC; or 
iii. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC has a transaction or arrangement; or 
iv. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC is negotiating a transaction or arrangement; or 
v. Any entity or individual that competes with the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC. 

Verity Health System of California, Inc. Board of Trustees shall provide a copy of its Conflict of 
Interest Policy within 90 days from the closing date of the System Restructuring and Support 
Agreement requiring this amendment and any further changes to this document must be 
approved by the Attorney General. 

Verity Health System of California, Inc. shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 6) and the Amended and Restated Bylaws (as set forth in the attached hereto Amended 
and Restated Bylaws Template as Exhibit 7) within 90 days from the closing date of the System 
Restructuring and Support Agreement and any further changes to these documents must be 
approved by the Attorney General. 

If either the Verity Health System of California, Inc.' s Board of Directors or Saint Louise 
Regional Hospital's Board of Trustees provides board compensation to its members other than 
reimbursement for travel to and from board/trustees' meetings, it is required to obtain an fair 
market valuation for payment of such compensation for similarly-situated board of 
directors/trustees in the United States every two years. 

XVIII. 

There shall be no restriction or limitation on providing or making reproductive health services, 
including such services prohibited by the "Ethical and Religious Directives for Catholic Health 
Care Services" as determined by the United States Conference of Catholic Bishops, available at 
Saint Louise Regional Hospital, its medical office buildings, or at any of its facilities. There 
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shall be no discrimination against any lesbian, gay, bisexual, or transgender individuals at Saint 
Louise Regional Hospital. Both of these must be explicitly set forth in Saint Louise Regional 
Hospital's written policies, adhered to, and strictly enforced. 

XIX. 

At least thirty days prior to the closing of the Operating Asset Purchase Agreement and the Real 
Estate Purchase Agreement, Saint Louise Regional Hospital Foundation shall provide to the 
Attorney General's Office an accounting of all charitable assets. Within 5 days of the Attorney 
General's approval, Saint Louise Regional Hospital Foundation shall transfer all charitable assets 
including, but not limited to, all temporary and permanently restricted funds to the California 
Community Foundation. 

a) The funds from Saint Louise Regional Hospital Foundation, if not previously 
restricted to support a specific charitable organization, will be deposited into the 
California Community Foundation's Saint Louise Regional Hospital Fund, and used to 
support nonprofit tax-exempt charitable organizations, clinics and facilities in providing 
healthcare services to residents of Saint Louise Regional Hospital's service area (7 ZIP 
codes), as described on page 60 in the Healthcare Impact Report authored by Medical 
Development Specialists, LLC, dated October 2, 2015. (Exhibit 1.) The donated funds 
shall be maintained and used for the purposes specified herein for a period of at least five 
years. 

b) If there are funds from Saint Louise Regional Hospital Foundation previously 
restricted to support a specific charitable organization, such funds shall be deposited into 
a fund or funds at California Community Foundation restricted to continuing support for 
such charitable organization or organizations. Such funds are protected against 
obsolescence. If the purposes of any restricted fund become unnecessary, incapable of 
fulfillment, or inconsistent with the charitable needs of the community served by 
California Community Foundation, California Community Foundation's Board of 
Directors shall have the ability to modify any restriction or condition on the use such 
fund. 

xx. 

For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, Saint Louise Regional Hospital shall submit to the Attorney General, no later than 
four months after the conclusion of each fiscal year, a report describing in detail compliance with 
each Condition set forth herein. The Chairman of the Board of Directors of Saint Louise 
Regional Hospital and the Chief Executive Officer at Saint Louise Regional Hospital shall each 
certify that the report is true, accurate, and complete and provide documentation of the review 
and approval of the report by the Saint Louise Regional Hospital's Board of Directors and the 
Local Governing Board. 
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XXI. 


At the request of the Attorney General, all parties listed in Condition I, Integrity Healthcare, 
LLC, a Delaware limited liability company, BlueMountain Capital Management, LLC, a 
Delaware limited liability company, and any other parties 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 terms 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 information so produced to the extent that such information 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. 

XXII. 

Once the System Restructuring and Support Agreement is closed, all parties listed in Condition I, 
Integrity Healthcare, LLC, a Delaware limited liability company, BlueMountain Capital 
Management, LLC, a Delaware limited liability company, and any other parties referenced in the 
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the 
applicability and compliance with each and every Condition and to have waived any right to seek 
judicial relief with respect to each 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 remedies the Attorney General may 
have, the Attorney General shall be entitled to specific performance, injunctive relief, and such 
other equitable 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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ANALYSIS OF THE HOSPITAL'S SERVICE AREA 


Service Area Definition 

The Hospital's service area is comprised of seven ZIP Codes, from which approximately 91% of 
its discharges originated in 2014. Approximately 49% of the Hospital's discharges came from 
the top ZIP Code, located in Gilroy. In 2014, the Hospital's market share in the service area was 
approximately 19%. 

SERVICE AREA PATIENT ORIGIN MARKET SHARE BY ZIP CODE: 2014 

Total % of Cumulative % of Total Area Market 
ZIP Codes Comm unit Dischar es Dischar es Dischar es Dischar es Share 
95020 .Gilro'{ 1,373 49.0% 49.0% 4,521 30.4% 
95037 

95023 

Morgan Hill . 

Hollister 

645 

261 

23.0% 

9.3% 

72.1% 

81.4% 
. 3.,.3:4.4 . 

.4,048 

19.3%

6.4% 
95046 San Martin 136 4.9.% 86.3% 526 25.9% 
95021 Gilroy 67 2.4% 88.6% 184 36.4% 
95045 San Juan Bautista 40 1.4% 90.1% 323 12.4% 
95038 Morgan Hill 21 0.8% 90.8% 107 19.6% 
95024 Hollister 9 0.3% 91.1% 186 4.8% 
Subtotal 2,552 91.1% 91.1% 13,239 19.3% 
Other 21 Ps 248 8.9% 100% 

Total 2,800 100.0% 

Note: Excludes normal newborns 


Source: OSHPD Patient Discharge Database 
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No such patient shall be turned away because of age, race, religion, gender, sexual orientation, 
payment source or inability to pay. 

(c) For a period of not less than five (5) years following the Effective Time,. 
Integrity acknowledges that DCHS will maintain the existing chapels at the Hospitals to be used 
for the celebration of Catholic mass and other religious services, and provide an appropriately 
staffed and funded pastoral care service at the Hospitals. 

7.7 Capital Commitment. After the Closing, DCHS shall reserve or expend the 
following amounts for capital expenditures in each of the successive five (5) years immediately 
following the Closing Date: $40,000,000.00 in each of the first three (3) years immediately 
following the Closing Date, and $30,000,000.00 in each of years 4 and 5 immediately following 
the Closing Date. Notwithstanding the preceding sentence, in the event that within the first five 
years post-Closing, one or more of the Hospitals is sold or otherwise disassociated from DCHS, 
any remaining annual Capital Commitments of the remair,iing DCHS thereafter as set f01th 
above, shall be reduced pro-rata based on the net reven~e for such sold or disassociated 
Hospital(s) as included in the most recently completed audited income statement. 

7 .8 Intellectual Property. 

(a) Except as permitted under Section 6.13 of this Agreement, Integrity 
hereby covenants and agrees not to use the Hospital Trademarks in any manner or in any 
medium or form that includes or incorporates any Retained Marks (including, without limitation, 
the DCHS Names). Integrity fmther hereby covenants and agrees that all marketing and 
advertising using the Hospital Trademarks after the Effective Time will be in a form that 
integrates the use of the name "Integrity Health System, Inc." or similar branding in connection 
with the use of such Hospital Trademarks in such marketing or advertising materials. 

(b) Except as permitted under Section 6.13, Integrity covenants not to use the 
Retained Marks or any marks or domain names that are confusingly similar to the Retained 
Marks, or any other Retained IP, in any manner and in any medium. · 

(c) Except as permitted under Section 6.13, Integrity shall, as of the Effective 
Time, (i) discontinue the use of all corporate and trade names, letterhead and business cards that 
contain any Retained Marks (including, without. limitation, the DCHS Names), (ii) use 
commercially reasonable effo11s to file appropriate name change amendments with the California 
Secretary of State, (iii) use commercially reasonable efforts to promptly replace or modify all 
exterior and interior fixtures that contain or comprise building signs to remove completely any 
Retained Marks (including, without limitation, the DCHS Names), and (iv) shall not 
subsequently change such names to (or otherwise use or employ) any names which contain any 
Retained Marks (including, without limitation; the DCl-lS Names). 

7.9 Actions Related to Legal Opinion from Bond Counsel. BlueMountain agrees to 
cooperate with and provide Orrick, Herrington & Sutcliffe LLP ("Orrick") with all requested 
documentation in order to complete the opinion described in Section 8.9, including a 50l(c)(3) 
opinion from a firm acceptable to Orrick, and BlueMountain shall obtain any valuations 
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DRAFT TEMPLATE 


AMENDED AND REST A TED 


BYLAWS OF 


[NAME] 


[HOSPITAL][MEDICAL CENTER] 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles oflncorporation. 


ARTICLE II 


DEFINITIONS 

Section 1. Definitions. These Bylaws contain the tenns "Affiliate" and "Health 
System." These terms are also used in the bylaws of other entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such tern1s shall be interpreted to give 
full effect to the intent of Article XIII of these Bylaws. 

(a) Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California 
nonprofit public benefit corporation ("Verity"), or by another organization controlled by Verity. 
As used in this definition, "control" shall mean (a) the status of sole corporate member of an 
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing 
body of an organization. 

(b) Corporate Member. The term "Corporate Member" shall mean Verity. 

(c) Corporation. The term "Corporation" shall mean [NAME] Medical 
Center. 

(d) Health System. The term "Health System" shall mean, collectively, 
Verity, this Corporation and the Affiliates of Verity and the Corporation. 

(e) Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

(f) System Authority Matrix. The term "System Authority Matrix" shall mean 
the document as in effect from time to time which sets forth the respective responsibilities and 
authorities for Health System operations and decision making. 
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Section 2. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 

ARTICLE Ill 

PURJ'OSES 

Section 1 . Purposes. The purposes of this Corporation are set out in its Articles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 1. Principal Office. The principal office of this Corporation shall be in the 
County of[County], State of California. 

Section 2. Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

CORJ'ORATE MEMBERSHIP 

Section 1. Corporate Membership. The sole member of this Corporation is Verity, 
acting through its Board of Directors or otherwise as provided in Article XIII, Section 2 of these 
Bylaws or the California Nonprofit Corporation Law. 

Section 2. Rights and Powers of the Corporate Member. As the sole member of this 
Co1voration under the California Nonprofit Corporation Law, the Corporate Member has all 
corresponding statutory rights and powers of membership. In addition, the Corporate Member 
has the power (which are termed the "Reserved Powers" of the Corporate Member) to take or 
approve the following actions: 

(a) Approve or change the mission, role and purpose of this Coi'poration; 

(b) Amend the Bylaws and A1iicles oflncorporation of this C01voration; 

(c) Authorize the Board of Directors to amend the bylaws, aiiicles of 
incorporation or other organizational documents of any Affiliate; 

(d) Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct Affiliate of 
this Corporation; 

(e) Fix the number and appoint and remove the Directors of this Corporation; 
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(f) Appoint and remove the Chairperson of the Board and the President and 
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this 
Corporation; 

(g) Approve the merger, consolidation, reorganization or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

(h) Approve the acquisition, sale, lease, mortgage, transfer or other alienation 
of real or personal property of this Corporation other than in accordance with the System 
Authority Matrix; 

(i) Approve the capital and operating budgets of this Corporation or of any 
Affiliate controlled by this Corporation; 

(j) Approve the incurrence of debt or guaranties of this Corporation other 
than in accordance with the System Authority Matrix; 

(k) Establish policy concerning quality of care and services for the 
Corporation and to approve any such policies of this Corporation that are inconsistent with the 
System Authority Matrix; 

(1) Establish policy and procedures concerning finance and resources for the 
Corporation and to approve any such policies or procedures that are inconsistent with such 
policies or procedures; 

(m) Establish criteria for the long-range financial and strategic plans of the 
Corporation and to approve any such plans; 

(n) Establish an internal auditing program and approve any material element 
of the internal auditing program for this Corporation that is inconsistent with the internal auditing 
program established by the Corporate Member; 

(o) Approve capital expenditures by this Corporation or for any Affiliate 
controlled br this Corporation other than in accordance with the System Authority Matrix; 

(p) Approve the transfer of funds, by gift or loan, between this Corporation 
and one or more other Affiliates of Verity and this Corporation or to any other person or entity 
other than in accordance with System Authority Matrix; and 

(q) Approve any other action by this Co1voration or for any Affiliate 
controlled by this Corporation that has been established by resolution of the Co1vorate Member 
as requiring its approval, including, but not limited to, any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to which this 
Cmvoration or any Affiliate controlled by this Corporation is a party. 

Section 3. Voting By Proxv. The Corporate Member may not vote by proxy. 
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Section 4. Appointment of OJ-Iicer or Director or Others to Act on Behalf of 
Corporate Member. Subject to applicable law and the aiiicles of incorporation and bylaws of the 
Corporate Member. the Corporate Member's board of directors may, by resolution, appoint one 
of more officers or directors of the Corporate Member or one or more other persons to act on its 
behalf'. in its capacity as Corporate Member of this Corporation. 

Section 5. Annual Meeting. A meeting of the Corporate Member shall be held 
annually for the purpose of appointing directors and to transact such other business as may be 
brought before such meeting. The annual meeting of the Corporate Member shall be held at such 
time and place as the board of directors of the Corporate Member determine from time to time. 

Section 6. Action by Written Consent. Any action required or permitted to be taken 
at a meeting (whether annual, regular or special) by the Corporate Member under any provision 
of law, the Articles of Incorporation or these Bylaws may be taken without a meeting if the 
t;:mvorate Member consents to such action in· writing. Each such written consent shall be filed 
with the minutes of the proceedings of the Corporation. Such action by written consent shall 
have the same force and effect as a vote of the Corporate Member. Any certificate or other 
document filed on behalf of this C01voration relating to an action taken by the Corporate 
Member without a meeting shall state that the action was taken by written consent of the 
Corporate Member without a meeting and that the Bylaws of the Co1voration authorize the 
C01vorate Member to so act. 

ARTICLE VI 

BOARD OF DIRECTORS 

Section l. Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the Reserved Powers of the Corporate Member, the System 
Authority Matrix and the laws of the State of California, the activities and affairs of this 
Corporation shall be managed and conducted and all corporate powers shall be exercised by or 
under the direction of this Corporation's Board of Directors. To facilitate the management and 
conduct of this Corporation's activities and affairs, the Board of Directors shall establish 
corporate policies for, and formulate the basic rules and regulations governing the operation and 
management of, this Corporation and generally oversee and be responsible for the quality of care 
and the planning of services rendered by this Co1voration. The Board of Directors may delegate 
the management and conduct of this Corporation's activities and affairs to ai1y person or persons, 
management company, or committee however c'omposed, provided that no delegation of 
authority by the Board of Directors to the Chief Executive Officer (as defined in Article Vlll, 
Section 4 below), or anyone else, shall preclude the Board of Directors from exercising tbe 
authority required to meet its governance responsibility for the management and conduct of this 
Corporation's activities and affairs; and provided, fu1iher, that any delegation of powers of the 
Board may be made only to a committee of the Board consisting only of directors and shall be 
subject to the frniher limitations on Board committees set fmih in A1iicle IX, Section I of tbese 
Bylaws. The Board of Directors shall retain the right to rescind any sucb delegation. 

Section 2. Reserved Powers of Verity as the Corporate Member: Final Action. 
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in 
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these 
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of 
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become 
final, binding action of the Corporation when such action has been approved or ratified by final 
action of the Corporate Member acting in accordance with these Bylaws arid the bylaws of the 
Corporate Member. 

Section 3. Number and Qualification. 

(a) The Board of Directors shall consist of not less than three (3) nor more 
than seventeen (17) members, including at least one (]) person who is a member in good 
standing of the Board of Directors of Verity. 

(b) The President and Chief Executive Officer of the Corporate Member shall 
serve as a member of the Board, ex officio. 

(c) Restriction on Interested Directors. Not more than forty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested persons 
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law. 
An interested person is (i) any person cunently being compensated by this Corporation for 
services rendered to it within the previous twelve (12) months, whether as a full-time or part
time employee, independent contractor or otherwise, but excluding any reasonable compensation 
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-in
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such 
person. However, any violation of the provision of this Section shall not affect the validity or 
enforceability of any transaction entered into by this Corporation. 

Section 4. Appointment by Corporate Member. The Directors shall be appointed by 
Verity at each annual meeting of the Corporate Member. 

Section 5. Term. Each Director ( other than the President and Chief Executive Officer 
of the Corporate Member) shall hold office for a term of one (1) year or such other period set by 
the Corporate Member or until a successor is appointed and qualified or until such person sooner 
dies, resigns, is removed or becomes disqualified. 

Section 6. Removal and Filling of Vacancies. The Board of Directors may declare 
vacant the office of a Director who has been declared of unsound mind by a final order of court 
or convicted of a felony or who has missed more than half of the meetings of the Board of 
Directors during any twelve-month period other than by reason of illness, or who has been 
found, by a final order or judgment of any court, to be in breach of any duty owed to the 
Corporation under Sections 5230-5239 of the California Nonprofit Public Benefit Corporation 
Law. In the event that such office is declared vacant, a new Director to fill the unexpired portion 
of the term of the Director whose office was declared vacant shall be appointed by the Corporate 
Member. 

Section 7. Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary 
or to the Board of Directors of the Corporation at its principal office: provided that, except upon 
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notice to the Attorney General, no director may resign if the Corporation would then be left 
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be 
effective upon receipt unless specified to be effective at some other time. 

Section 8. Fees and Compensation. Directors may receive such reasonable 
compensation (within the 111eaning of Internal Revenue Code Section 4958). if any, for serving as 
Director. and advances or reimbursement for reasonable expenses. as may be fixed or determined 
by the Corporate Member. Directors 111ay receive. co111pensation from the corporation for 
services rendered to it subject to the restriction on interested Directors as set forth in Section 
3(c) above of this Article VI. 

Section 9. Self-Dealing Transactions. This Corporation shall not enter into self-
dealing transactions. Except as provided in Section 9(a) of this Article VI, for the purpose of this 
Section, a self-dealing transaction means a transaction to which this corporation is a pai1y and in 
which one or more of the members of its Board of Directors or officers has a material financial 
interest and which does not meet the requirements of Sections 9(b) or 9(c) of this Article VI. 
Such a member of the Board of Directors is an "interested director" for the purpose of this 
Section. 

(a) Exceptions. The prov1s1ons of this section do not apply to any of the 
following: 

(i) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer of this corporation. 

(ii) A transaction which is pai1 of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and without 
unjustified. favoritism and (ii) results in a benefit to one or more members of the Board of 
Directors or their families because they are .in the class of persons intended to be benefited by the 
public or charitable program. 

(iii) A transaction, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the gross receipts of 
this corporation for the preceding fiscal year or one hundred thousand dollars ($1 00,000). 

(b) Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(i) This Corporation entered into the trai1saction for its own benefit; 

(ii) The transaction was fair and reasonable as to this Corporation ai 
the time this Corporation entered into the transaction; 

(iii) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of 
the members of the Board of Directors then in office without counting the vote of the interested 
director or directors, and with knowledge of the material facts concerning the transaction and the 
director's interest in the transaction. Interested directors may be counted in detern1ining the 
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presence of a quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Section 9(c)(i) of this Article VI, action 
by a committee of the Board of Directors shall not satisfy this paragraph; and 

(iv) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation under the 
circumstances. that this corporation could not have obtained a more advantageous an-angement 
with reasonable effort under the circumstances or (ii) this corporation in fact could not have 
obtained a more advantageous aJTangement with reasonable effort under the circumstances. 

(c) Subsequent Board of Directors Approval. This Corporation may enter 
into a self-dealing transaction if all of the following facts are established: 

(i) A committee or person authorized by the Board of Directors 
approved the transaction in a mam1er consistent with the standards set forth in Section 9(b) of. 
this Article VI; 

(ii) It was not reasonably practicable to obtain approval of the Board 
of Directors prior to entering into the tiansaction; and 

(iii) The Board of Directors, after detennining in good faith that the 
conditions of subparagraphs (i) and (ii) of this subsection (c) were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the Board of Directors 
then in office without counting the vote of the interested director or directors. Interested 
directors may be counted in determining the presence of a quorum at a meeting of the Board of 
Directors which authorizes, approves or ratifies the contract or transaction. 

ARTICLE VII 

MEETINGS OF THE BOARD OF DIRECTORS 

Section I. Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
pmvose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 2. Ammal Meeting. As soon as reasonably practicable, but no later than 
sixty ( 60) days after the annual meeting of the Co1vorate Member, the Board of Directors shall 
hold an ammal meeting for the purpose of organizing the Board, electing the officers and the 
transaction of such other business as may come before the meeting. The date of the annual 
meeting shall be fixed by resolution. No notice of the arumal meeting of the Board of Directors 
need be given. 

Section 3. Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Corporate Member rrtay fix by resolution from time to time. No notice 
of regular meetings of the Board of Directors need be given. 
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Section 4. Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation, or by the Corporate Member. 

Section 5. Notice of Special Meetine:s. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication (including e-mail), addressed to such 
Director at her or his address as it is shown on the records of this Corporation. Such notice, if 
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting, or if 
delivered personally, telephonically or telegraphically or by e-mail. shall be received al least 
forty-eight ( 48) hours prior to the time of the meeting. 

Section 6. Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the Jack of notice. All such waivers, consents 
and approvals shall he filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 7. Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not Jess than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time 
and place. The act of a majority of the Directors present at any meeting at which there is a 
quorum shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by al least a majority of the 
required quorum for such meeting. 

Section 8. Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors may be taken without a meeting if all of the Directors individually or 
collectively shall consent in writing to such action. Such written consent or consents shall be 
filed with the minutes of the proceedings of the Board. Such action by written consent shall have 
the same force and effect as the unanimous vote of sucli Directors. Any ce1iificate or other 
document filed on behalf of this Corporation relating to an action taken by the Board without a 
meeting shall state that the action was taken by written consent of the Board of Directors without 
a meeting and that the Bylaws of the Corporation authorize its Directors to so act. 

Section 9. Telephonic Meeting. Directors may participate in a meeting of the Board 
through the use of conference telephone or similar communication equipment, as long as all 
Directors participating in such meeting can hear one another. Participation in this manner shall 
constitute presence in person at such meeting. 

Section 10. Prohibition Against Voting bv Proxy. Directors may not vote by proxy. 
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ARTICLE VIll 

CORPORATE OFFICERS 

Section 1. Officers. 

(a) The officers of this Corporation shall include a Chairperson of the Board, 
a Vice Chairperson of the Board, a President and Chief Executive Officer ("CEO"), a Chief 
Financial Officer ("CFO"), a Secretary and a Chief Medical Officer ("CMO"), all of whom shall 
be selected in accordance with the provisions of this Article VIII. Neither the Chairperson of the 
Board nor the President/CEO may serve concurrently as the Secretary or CFO of this 
Corporation. 

(b) The officers of this Corporation shall be appointed by the Corporate 
Member. Each shall hold office until her or his resignation or removal, other disqualification to 
serve or until her or his successor shall be elected and qualified .. 

(c) The Board of Directors may appoint such additional officers from among 
the members of the Board of Directors (including, for example, one (]) or more assistant 
Secretaries), as the business of this Corporation may require, each of whom shall serve for such 
period, have such authority and perform such duties as the Board of Directors from time to time 
may authorize. 

Section 2. Removal of Officers. Any officer, other than the Chairperson of the Board, 
the President and CEO, the CFO and the CMO, may be removed, with or without cause, by a 
majority of Directors then in office, at any regular or special meeting of the Board. The 
Chairperson of the Board may be removed, with or without cause, only by the Corporate 
Member, and the President/CEO may be removed, with or without cause, only by the Corporate 
Member after consultation with the Board of Directors of this Corporation and the 
President/CEO of the Corporate Member. The CMO may be removed, with or without cause, 
only by the President/CEO of this Corporation with the concurrence of the President/CEO of the 
Corporate Member after consultation with the Board of Directors of this Corporation. The CFO 
may be removed, with or without cause, only by the President/CEO of this Corporation with the 
concurrence of the Chief Financial Officer of the Corporate Member after consultation with the 
Board of Directors of this Corporation. If a vacancy occurs in any office as a result of death, 
resignation, removal, disqualification or any other cause, the Board of Directors may delegate the 
powers and duties of such, office, except as otherwise provided in these Bylaws, to any officer or 
to any Director until such time as a successor for such office has been appointed. Any officer 
who is also a Director shall be automatically removed as such an officer upon her or his removal 
as a Director in accordance with the provisions of Article VI, Section 6 of these Bylaws. 

Section 3. Chail)Jerson of the -Board. The Chairperson of the Board shall be 
appointed by the Corporate Member in connection with the appointment of the Directors. The 
Cbairperson of the Board shall have the powers and duties usually associated with such office. 
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise 
activities of the Board, and serve as an ex officio voting member of all Board committees. 
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Section 4. President and Chief Executive Officer. The President/CEO shall be the 
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a 
member of the Verity executive team. The President/CEO shall be appointed by the Corporate 
Member after consultation with this Corporation's Board of Directors and the President/CEO of 
the ·Corporate Member. He or she shall serve such term as may be determined by the Board of 
Directors. He or she shall report to and be accountable to this Corporation's Board of Directors 
and to the President/CEO of the Corporate Member and shall have general supervision, direction 
and control of the business, employees and independent contractors of this Corporation and shall 
be held responsible for the proper functioning and management of this Corporation. The 
President/CEO shall possess the degree ofeducation and experience appropriate to the proper 
discharge of these responsibilities and, if a management or employment agreement may be in 
effect, meet all of the requirements set forth in the management or employment agreement. The 
President/CEO may sign, with the Secretary or any other officer of this Corporation as 
authorized by this Corporation's Board of Directors, any instrument which this Corporation's 
Board of Directors has authorized to be executed. The Chairperson of the Board of this 
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic 
performance reviews of the President/CEO of this Corporation, taking into account the advice 
and comments of this Corporation's Board of Directors. Subject to the control of this 
Corporation's Board of Directors and the direction of the Corporate Member, the President/CEO 

. shall organize the administrative functions of this Corporation, delegate duties and establish 
formal means of accountability on the part of her or his subordinate officers. The President/CEO 
shall have the general powers and duties of management usually vested in the chief executive 
officer under the California Nonprofit Public Benefit Corporation Law and shall have other 
powers and duties as may be prescribed by this Corporation's Board of Directors, these Bylaws, 
and the policies of the Corporate Member. 

Section 5. Vice Chai!J)erson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfom1 all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or CFO, to act as Chairperson of the Board. 

Section 6. Secretary. The Secretary shall be appointed initially by the Corporate 
Member and thereafter shall be elected from among the Directors and shall keep or cause to be 
kept at the principal office or at such other place as the Board of Directors may determine, a 
book of minutes of all meetings of the Directors, whether annual, regular or special, with the 
time and place of the meeting, the notice given, the names of those present at the meeting, the 
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or 
cause to be given notice of all meetings of the Board of Directors required hy these Bylaws or by 
law. The Secretary shall have such other powers and perform such other duties as may be 
prescribed by the Board of Directors or these Bylaws. 

Section 7. Chief Financial Officer. The CFO shall and according to the direction of 
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and 
maintained, adequate and correct books and records of accounts of the properties and business 
transactions of this Corporation, including accounts of its assets, liabilities, receipts, 
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disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables 
in the name and to the credit of this Corporation with such depositaries as may be designated by 
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered 
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief 
Financial Officer of the Corporate Member, whenever they request it, an account of all 
transactions and of the financial condition of this Corporation, and shall have other powers and 
perform such other duties as may be prescribed by the Board of Directors or these Bylaws. 
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation 
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate 
Member after consultation with the Board of Directors of this Corporation. He or she shall serve 
such te1111 as may be dete1111ined by the Board of Directors. He or she shall report to and be 
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the 
Corporate Member. 

Section 8. Chief Medical Officer. The CMO shall have administrative oversight over 
the clinical programs and related activities of each chapter of this Corporation. The CMO shall 
manage physician relationships and clinical provider staff, including the provision of physician 
support services, the conduct of physician outreach activities and this Corporation's 
participation in education and research activities. In addition, the CMO shall coordinate clinical 
quality standards. The CMO shall be appointed by and shall be subject to removal by the 
President/CEO of this Corporation with the concurrence of the President/CEO of the Corporate 
Member after consultation with the Board of Directors of this Corporation, and shall repo1i to 
and be accountable to the Board of Directors of this Corporation and to the President/CEO of 
this Corporation and the President/CEO of the Corporate Member. 

Section 9. Reporting Relationship of Certain Comorate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President/CEO and each of them shall be entitled to confidential access to the 
Chairperson and other members of the Board of Directors as necessary or advisable to cany out 
such person's duties in such position. 

Section l 0. Resignation. Any officer may resign at any time by giving written notice 
to this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under 
any contract to which the officer is a paiiy. 

Section 11. Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled -in the maimer prescribed in these 
Bylaws for regular appointments to that office. 
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ARTICLE IX 

COMMITTEES 

Section 1. Generally. 

(a) The Board of Directors may by resolution establish (I) Committees of the 
Board which shall have legal authority to act for this Corporation, subject lo the authority of any 
Healtb System-wide committees appointed by Verity, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure of the 
Board. Any Committee of the Board which shall have legal authority to act for this Corporation, 
lo the extent provided in a resolution of the Board adopted by a majority of the Directors then in 
office, shall have all authority of the Board, except with respect lo: 

(i) 	 The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require 
approval of the Corporate Member, or a majority of this 
Corporation's Board of Directors; 

(ii) 	 The filling of vacancies on the Board of Directors or on any 
committee that bas the authority of the Board; 

(iii) 	 The amendment or repeal of any resolution of the Board of 
Directors that by its express tenns is not so amendable or 
repeal able; 

(iv) 	 The appointment of other Committees of the Board or members 
thereof; or 

(v) 	 The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit 
Corporation Law. 

(b) The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such prescription, 
such committee shall have the power to prescribe the manJ1er in which its proceedings shall be 
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the 
regular and special meetings and other actions of any committee shall be governed by the 
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings 
and shall report the same to the Board from time to time, as the Board of Directors may require. 
The Board of Directors shall review the chaiier of each committee governed by a chmier at least 
once every two years. 

Section 2. Committees of the Board. Only Directors may he appointed as members of 
Committees of the Board. Each Committee of the Board shall consist of two or more Directors. 
The Chairperson and members of Committees of the Board shall be appointed by the Board of 
Directors by resolution adopted by a majority of the Directors then in office. The Board may 
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designate one or more Directors as alternate members of any such committee, who may replace 
any absent member at any meeting of the committee. 

Section 3. Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by 1he Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 4. Executive Committee. 

(a) There may be an Executive Committee which, if established, shall consist 
of some such members of the Board of Directors as the Board may designate. The Chairperson 
of the Executive Committee shall be the person then serving as Chairperson of the Board. The 
Executive Committee shall have authority to act for this Corporation, subject to the provisions of 
Section 1 of this Article. 

(b) The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual Director of any 
responsibility imposed on it or him or her by law, by the Articles of Incorporation of this 
Corporation or these Bylaws. 

(c) The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be given to its 
members and no act of the Executive Committee shall be valid unless approved by the vote of a 
majority, or by the unanimous written consent, of its members. 

Section 5. Finance Committee. The Finance Committee shall be an Advisory 
Conunittee and shall operate in accordance with a charter adopted by the Board of Directors as in 
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or 
shall be capable of becoming familiar with basic financial statements and accounting principles, 
and all of whom shall be deemed by the Board of Directors to be free of any relationship that 
would interfere.with independent judgment. The members of the Committee shall include the 
President and Chief Executive Officer of the Corporation, the Treasurer of the Corporation, the 
.Chief Financial Officer of the Corporate Member, and at least one other person who is not an 
officer of the Corporation. The Committee shall have general surveillance over the finances of 
the Corporation, shall approve the ammal budge1 of and any financial statements prepared by the 
Corporation, and shall make regular reports and recommendations to the Board of Directors. If 
there is no separate Audit Committee, the Finance Committee shall be responsible for 
pefforming the functions of the Audit Conm1ittee as set forth in these Bylaws. 

Section 6. Audit Committee. The Audit Conm1ittee shall be an Advisory Committee 
and shall operate in accordance with a charter adopted by the Board of Directors as in effect 
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall 
be capable of becoming familiar with basic financial statements and accounting principles, and 
all of whom shall be deemed by the Board of Directors to be free of any relationship that would 
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interfere with independent judgment. The Committee shall meet quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all members 
who are employees of the Corporation or any Affiliate controlled by the Corporation. The 
Committee shall have general surveillance over the auditing of the financial records of the 
Crnvoration, shall approve the financial statements prepared by the Corporation, and shall make 
regular reports and recommendations to the Board of Directors, all subject to the authority of the 
audit committee of Verity or any Health System-wide audit committee that may be established 
by Verity from time-to-time. 

Section 7. Quality and Patient Safety Committee. The Quality and Patient Safety 
Committee shall be an Advisory Committee and shall operate in accordance with a charter 
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety 
Committee shall consist of not fewer than three members, all of whom shall be or shall b.e 
capable of becoming familiar with basic issues and requirements affecting the quality 
performance of acute-care hospitals. At least one member of the Committee shall be a Director, 
and at least one shall be the Chief Medical Officer of the Corporation or, if none exists, the Chief 
of Staff or other senior physician practicing in a facility affiliated with the Corporation, 
appointed by the Board of Directors, and the President and Chief Executive Officer of the 
Corporation and the Vice President of Quality of the Corporate Member shall be each a member 
ex officio with vote. The Quality and Patient Safety Committee shall meet a minimum of six 
times a year, shall present regular reports to the Board of Directors and shall oversee the 
establishment and implementation of an ongoing quality assurance program in accordance with 
its charter, including, for example and without limitation: review of reports from the 
administration and the medical staff of the Corporation addressing quality performance, 
assessment of the impact of the Committee's oversight on quality performance, review of 
information regarding patient experience; evaluation of the adequacy of resources allocated to 
quality improvement. and monitoring of pai1icipation in national quality improvement eff011s. 

Section 8. Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 9. Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the tenn in the same manner as provided in the case of original appointments. 

Section 10. Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than two (2), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 
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ARTICLEX 

MEDICAL STAFF 

Section I. Organization. Appointments and Hearings. 

(a) The Corporation shall maintain an organized medical staff that is 
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority 
and responsibility for the oversight and delivery of health care rendered by all licensed 
independent practitioners and other practitioners granted practice privileges at health facilities 
licensed in the name of this Corporation. The Board of Directors shall organize the physicians, 
dentists, podiatrists and such other categories as may be permitted by law and granted practice 
privileges at health facilities licensed in the name of this Corporation into one or more staffs 
("Medical Staff) under Medical Staff bylaws approved by the Board of Directors. The Board of 
Directors shall also make provision for credentialing and privileging through the medical staff 
process of such categories of licensed independent practitioners and other practitioners as the 
Board of Directors may authorize under Medical Staff bylaws approved by the Board of 
Directors) the "Allied Health Professional Staff). The Board of Directors shall consider 
recommendations of the Medical Staff and appoint to the Medical Staff and the Allied Health 
Professional Staff such practitioners as meet the qualifications for membership and privileges set 
forth in the Medical Staff bylaws. Only members of the Medical Staff may admit patients. Each 
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate 
authority and responsibility for the care of her or his patients, subject to the limits of her or his 
licensure and privileges, as delineated by the Board of Directors, and subject to such limits as are 
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff. 

(b) All applications for appointment to the Medical Staff and the Allied 
Health Professional Staff shaH be in writing and addressed to the Medical Staff secretary. TI1ey 
shall contain full information concerning the applicant's education, licensure, practice, previous 
hospital experience and any history with regard to licensure and hospital privileges. 

(c) All appointments to the Medical Staff and the Allied Health Professional 
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon 
re-application. When an appointment is denied or not renewed, or when p1ivileges have been or 
are proposed to be denied, reduced, suspended or terminated, the affected practitioner shall be 
afforded a fair hearing and review conducted in accordance with the hearing and appeal 
provisions of the Medical Staff bylaws. 

(d) Liaison among the Board, Administration, the Medical Staff and the 
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors 
from time to time. · 

Section 2. Medical Care and Evaluation. 

(a) The Medical Staff shall be responsible to the Board of Directors for 
providing appropriate professional care to patients and for overseeing the quality of care, 
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff, 
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evaluating the competency of practitioners, delineating the privileges of members of the Medical 
Staff and the Allied Health Professional Staff, and providing leadership in performance 
improvement activities of the Corporation. 

(b) The Board of Directors, in the exercise of its responsibility to establish. 
maintain and support an ongoing performance improvement program, shall delegate to the 
Medical Staff initial authority for assuring appropriate professional care by members of the 
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a 
continuing review, analysis, and appraisal of the quality of care provided by members of the 
Medical Staff and the Allied Health Professional Staff and an· appropriate response to findings. 
Such performance improvement activities shall be regularly reported, together with their results 
and recommended responses, to the Board of Directors. 

(c) The Medical Staff and the Allied Health Professional Staff shall maintain 
adequate and accurate medical records for all patients. 

(d) 	 The Medical Staff shall make recommendations to the Board of Directors 
concerning: 

(i) 	 Appointments; re-appointments and alterations to Medical Staff 
and Allied Health Professional Staff status; 

(ii) 	 Granting, revocation and alteration of privileges; 

(iii) 	 Corrective and disciplinary actions; 

(iv) 	 All matters relating to professional competency; and 

(v) 	 Such specific matters as may be referred to it by the Board of 
Directors. 

Section 3. Medical Staff Bylaws. 

(a) There shall be Bylaws, Rules and Regulations for the Medical Staff setting 
forth its organization and government. Proposed Medical Staff bylaws, rules and regulations 
shall be recommended and approved by the Medical Staff and shall become effective only upon 
their approval by the Board of Directors, which approval shall not be unreasonably withheld. 

(b) 	 The Medical Staff Bylaws shall include procedures for: 

(i) 	 written, well-defined criteria for appointment, precluding the 
possibility of discrimination according to color, national origin, 
race, creed, sex or age; 

(ii) 	 appointment, reappointment, delineation of privileges, cu11ailrnent 
and revocation of privileges; ' 
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(iii) an appeals mechanism for review of decisions to deny, curtail or 
revoke privileges; 

(iv) 	 a performance improvement program by which patient care ts 
regularly evaluated and verification of this evaluation and of 
responsive actions taken is provided to the Board of Directors; 

. (v) 	 attestation by signature of each practitioner that he or she will 
abide by the Medical Staff Bylaws, Rules and Regulations and the 
policies of the Corporation and Health System; 

(vi) 	 communication between the Board of Directors and the Medical 
Staff through the Executive Committee of the Medical Staff; 

(vii) 	 requiring that only a licensed practitioner with clinical privileges 
shall be directly responsible for a patient's diagnosis and treatment 
within. the area of. such practitioner's privileges; each patient's 
general medical condition shall be the responsibility of a physician 
member of the Medical Staff; each patient admitted shall receive a 
baseline history and physical examination by a physician or other 
licensee who has the requisite privileges; a physician member of 
the Medical Staff shall be responsible for the care of any medical 
problems that may be present at the time of admission or that may 
arise during hospitalization; 

(viii) 	 the selection and appointment of officers of the Medical Staff and 
of Medical Staff department chairpersons, · all of whom shall be 
subject to approval of the Board of Directors; 

(ix) 	 restricting membership in the Medical Staff to physicians, dentists, 
podiatrists and, when authorized, clinical psychologists, and 
membership in the Allied Health Professional Staff to licensed 
independent practitioners in cat~gories approved for privileges 
who are competent in their respective fields, w01ihy in character 
and in professional ethics; and 

(x) 	 maintaining self-government by the Medical, Staff with respect to 
the professional work performed at the Corporation and periodic 
meetings of the Medical Staff to review and analyze clinical 
experience at regular intervals, with patient medical records as the 
basis for such review and analysis. 

(c) 	 The Medical Staff Bylaws shall provide that: 

(i) 	 there shall be no discrimination with respect to Medical Staff 
privileges or the provision of professional services against a 
licensed physician on the basis of whether that physician holds an 
M.D. or a D.0. degree; and 
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(ii) 	 whenever staffing requirements for a service mandate that the 
physician responsible for. the service be certified or eligible for 
certification by an appropriate American Medical board, such 
position may be filled by an osteopathic physician who is certified 
or eligible for certification by the equivalent appropriate American 
osteopathic board. 

Section 4. Medico-Administrative Personnel. Except as sp.ecified in written 
requirements for such positions, physicians and specified professional personnel engaged by this 
Corporation either full time or pm1 time as employees or independent contractors in any rnedico
administrative positions, shall not be required to maintain membership on the Medical Staff 
Members of the Medical Staff in medico-administrative positions may be terminated from their 
contractual relationship with this Corporation according to corporate policy or according to the 
terms of their contracts. 

ARTICLE XI 

GENERAL PROVISIONS 

Section 1. Voting Interests. Subject to the limitations of Article VJ, Section 2 of 
these Bylaws (Reserved Powers of the Corporate Member), the Corporation may vote any and all 
shares or other voting securities held by it in any other corporation or other entity and may 
exercise any and all membership rights held by it in any other corporation. Such action shall be 
undertaken or evidenced on behalf of this Corporation by such officer, agent or proxy as the 
Board of Directors may appoint or, in the absence of any such appointment, by the Chairperson 
of the Board or by an officer who is also a Director and, in such case. such person may likewise 
appoint a proxy to vote such securities. 

Section 2. Checks, Drafts. Etc. All checks, draf,s or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 3. Execution of Contracts. Except as otherwise provided in these Bylaws, 
and subject lo the System Authority Matrix, the Board of Directors may authorize any officer or 
officers, agent or agents to enter into any contract or execute any instrument in the name of and 
on behalf of this Corporation and such authority may be general or confined to specific instances. 
Unless so authorized by the Board of Directors, no officer, agent or employee shall have any 
power or aL1thority to bind this Corporation by any contract or engagement or to pledge its credit 
or to render it liable for any purpose or in any amount. 

Section 4. Inspection of Corporate Records. The accounting books and records of 
this Co1voration, the minutes of proceedings of this Cmvoration's Board of Directors and 
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as 
member of this Corporation shall be open to inspection upon the written request by the Cmvorate 
Member or any Director at any reasonable time and for any purpose reasonably related to the 
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interests of the Corporate Member, or the Director, as applicable. Such inspection may be made 
in person or by an agent or attorney. 

Section 5. Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation and to the Corporate Member, no later than one hundred 
twenty (120) days after the close of this Corporation's fiscal or calendar year. Such annual report 
shall be prepared in conformity with requirements of the California Nonprofit Corporation Law. 

Section 6. Fiscal Year. The fiscal year of this Corporation shall begin on the first day 
of July each year and end on June 30th of the following year. 

Section 7. Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and 
recommend revisions to the Corporate Member as necessary to assure their compliance with all 
relevant requirements for licensure and accreditation of the health care facilities of the 
Corporation by state agencies and The Joint Commission, respectively. 

Section 8. Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement, such audited financial st.atement shall be made available 
for inspection by the California Attorney General and by all members of the public no later than 
nine months after the close of the relevant fiscal year in the same manner as the Corporation's 
Internal Revenue Service Form 990. Each annual financial statement shall be made available to 
the public for three years. 

Section 9. Executive Compensation Review and Approval. The Board, or any 
authorized Committee of the Board, shall review and approve the compensation, including 
benefits, of the President and CEO and the CFO to ensure that each such officer's compensation 
is just and reasonable. Such review and approval shall occur when the officer is initially hired, 
whenever the officer's term of employment is renewed or extended, and when the officer's 
compensation is modified, unless such modification applies to substantially all employees. 

ARTICLE XII 

INDEMNIFlCATJON AND INSURANCE 

Section 1. Indemnification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the Jaw requires it shall, indemnify against liability 
and hold harmless any person who was or is a pmty to or is thJeatened to be a pmi,' to or is 
otherwise involved in any tln·eatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or other agent of this Corporation when serving in an official 
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a 
member, director, officer, employee or other agent of another corporation, domestic or foreign, 
nonprofit or for-profit, pminership, joint venture, trust or other enterprise. The foregoing rights 
of indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of 
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the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent 
such action, suit or proceeding survives the death of such person. 

Section 2. Payment of Expenses. This Corporation . may pay expenses, including 
attorney's fees. incurred in defending any action, suit or proceeding referred lo in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 3. Insurance. This Corporation may purchase and maintain msurance on 
behalf of any person who is or was a Director, officer, employee or other agent of this 
Corporation when serving in an official capacity on behalf of this Corporation, or is or was 
serving at the request of this Corporation as a member, director, officer, employee or other agent 
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, 
trust or other enterprise, against ai:y claim or liability asserted against such person and incurred 
in any such capacity, or arising out of such person's status as such, whether or not this 
Corporation would be required or would have the power to indemnify such person against such 
liability under this Article or otherwise. 

ARTICLE XIII 

MAINTAINING A UNIFIED HEALTH SYSTEM 
' 

Section I. Generallv. In order to ensure the relationships between organizations in 
the Health System that are necessary to maintain a unified system, this Corporation. in 
accordance with policies established by the Corporate Member, shaJJ require that the governing 
document or documents of any entity of which this Corporation is the sole member or controlling 
organization contain the following: 

(a) Provisions that reserve to this Corporation the powers over such entity as 
may be required by applicable Health System policies; 

(b) Provisions that reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

(c) Provisions that require such entity to require that the governing document 
or documents of organizations it controls contain a provision that reserves to this Corporation, to 
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set 
forth in these Bylaws, the governing document or documents of such entity or applicable Health 
System policies. The term "governing document or documents" is used in this Article as a 
generic term to describe the organizational documents by which an entity is legally formed in a 
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing 
resolutions, articles of partnership, joint venture agreements, operating agreements and any other 
document that creates or governs the organization or entity. 

Section 2. Exercise of Reserved Powers. All action by this Corporation as the sole 
member or controlling person of an Affiliate shaJJ be taken by this Corporation's Board of 
Directors. 
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ARTICLE XIV 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 

ARTICLE XV 

AMENDMENTS 

These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affirmative vote of the Corporate Member. 
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EXHIBIT4 




Draji 

FORM OF AMENDED AND RESTATED ARTICLES FOR DIRECT SUBSIDIARY 
HOSPITALS OF VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


[NAME] 


The undersigned certify that: 

1. 1. They are the President/CEO and the Secretary, respectively, of [NAME], a 
California nonprofit religious corporation (the "Corporation") 

2. The Articles ofincorporation of this Corporation shall be amended and restated to 
read in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Ariicles ofincorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: __________,, 2015 

President/CEO 

Secretary 
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Exhibit A 


AMENDED AND REST A TED 


ARTICLES OF INCORPORATION 


ARTICLE I 


The name of this Corporation is ''[NAMEr 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not organized for 
the private gain of any person. It is organized under the Nonprofit Public Benefit Corporation 
Law of the State of California for public and charitable purposes. In furtherance of the foregoing. 
this Corporation may do all of the following: ( 1) establish, acquire, develop, operate. lease, 
manage, and maintain acute care hospitals and appurtenant facilities; (2) promote and carry on 
scientific research related to the delivery of health care services; (3) establish, manage, and 
maintain various types of health plans, utilizing health delivery systems designed and 
coordinated to maximize benefits to the communities served; (4) participate in any activity 
designed and carried on to promote the general health of the community; and (5) make 
donations, transfer assets, and provide other forms of aid and assistance to, for the benefit of. or 
in connection with Verity Health System of California, Inc., a California nonprofit public benefit 
corporation ("Verity") or any of its affiliates. Notwithstanding the foregoing specific statement 
of purposes. the Corporation shall have and may exercise all of the power ofa California 
nonprofit public benefit corporation, but only in furtherance of the above purposes. 

B. In addition to the foregoing purposes, this Corporation is organized and operated 
primarily for charitable, scientific and educational purposes within the meaning of§ 501 (c)(3) of 
the Internal Revenue Code of 1986, as amended ( or the corresponding provision of any future 
United States Internal Revenue Law) (the "!RC"), and for scientific and charitable and 
educational purposes within the meaning of§ 214(a)(l 5) of the California Revenue and Taxation 
Code (or the corresponding section of any future California revenue and tax law) (the ·'R&TC"). 
In furtherance of these purposes, this Corporation may: 

(I) Support and foster the corporate purposes of Verity, and aid. assist 
and confer benefits upon Verity and its affiliates. 

(2) Cooperate with health care institutions and membership institutions 
of Verity 111 their respective efforts to promote quality service at reasonable rates. 

(3) Promote cooperation and the exchange of knowledge and 
experience within the health system established and operated by Verity. 
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(4) Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California Nonprofit Public 
Benefit Corporation Law and as may be necessary or expedient for the 
administration of the affairs and attainment of the purposes of this Corporation. 

(5) Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 50l(c)(3) of the IRC and within the meaning of 
§ 214(a)(6) of the R&TC, in the course ofwhich operation: 

(a) 	 No part of the net earnings of this Corporatio11 shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on of propaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not carry on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 501 (a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170(c)(2) of the IRC, or ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The name and address in the State of California of this Corporation's agent for 
service of process is: 
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ARTICLE IV 

The street and mailing address of this Corporation is [ADDRESS]. 

ARTICLE V 

This Corporation shall have one member (the '·Corporate Member"). The 
Corporate Member shall be Verity. 

ARTICLE VI 

The property and assets of this Corporation are irrevocably dedicated to 
charitable, educational and scientific purposes meeting the requirements of§ 214 of the R&TC. 
Upon the winding up and dissolution of this Corporation, its assets remaining. after payment or 
adequate provision for payment of all debts and obligations of this Corporation. shall be 
distributed in accordance with a plan of liquidation approved by the Board of Directors to: (a) the 
Corporate Member. if it is organized and operated exclusively for public and charitable purposes 
and has established its tax exempt status under Section 501 ( c )(3) of the Internal Revenue Code of 
1986, as amended, or if for any reason it is unable to take such assets for such purpose; (b) such 
organization or organizations determined by the Board of Directors and organized and operated 
exclusively for charitable, educational or scientific purposes as shall at the time qualify as an 
exempt organization or organizations under§ 501(c)(3) of the !RC and under§ 214 of the 
R&TC. No assets shall be distributed to any organization if any part of the net earnings of such 
organization inures to the benefit of any private person or individual. or if a substantial part of the 
activities of such organization is the carrying on of propaganda or otherwise attempting to 
influence legislation, or if the organization participates in, or intervenes in (including the 
publishing or distribution of statements) any political campaign on behalf of any candidate for 
public office, or if the organization caITies on any other activities not permitted to be carried on 
(i) by a corporation exempt from federal income tax under§ 501 (c)(3) of the !RC and meeting 
the requirements of§ 214 of the R&TC or (ii) by a corporation, contributions to which are 
deductible under§ 170(c)(2) of the !RC. 

ARTICLE VII 

These A1iicles shall be amended only upon approval by this Corporation's Board 
of D'irectors and the Corporate Member. 
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EXHIBIT 5 




II Datiu-hters of Charil\'t, J 

:: :: 1-l ealth System 

It 

DCHS POLICJES AND PROCEDURES 

SECTION 04: CORPORATE RESPONSIBILITY 


POLICY /PROCEDURE#: 04.01.01 

TITLE: CONFLICT OF INTERESTS DISCLOSURES BY THE 
BOARD OF DIRECTORS AND BOARD 
COMMITTEES 

BOARD APPROVAL DATE: May 23, 2008 

EFFECTIVE DATE: May 23, 2008 

REVISION DATE: December 2, 2011 

dff1Y~ 
Robert Issai, President /CEO 

Reference to Policy/Procedure#: 04.01.02 	 Conflict oflnterests Disclosures by Covered 
Associates, Physician Leaders, and Other 
Designated Persons 

Purpose 

The purpose of this policy is to protect the Corporation's interests when it is contemplating 
entering into a transaction or arrangement that may also benefit a Director and/or family member 
personally, 

This policy applies to Board members, Board officers, and members of Board committees, herein 
referred to as "Directors".. A related policy (Policy/Procedure 04.01.02 "Conflict ofinterests 
Disclosures by Covered Associates, Physician Leaders, and Other Designated Persons") applies 
to associates (including employed officers and other members of senior management) and 

. physician leaders. · A conflict of interests exists when a Director has a personal financial interest 
that may influence the decisions that the Director makes on behalf of the Corporation. 

This policy provides a systematic and ongoing method of assisting Directors in disclosing and 
addressing potential and actual conflicts of interests. 
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Principles 

Directors must exercise their fiduciary duties in a manner consistent with the mission and values 
of Daughters of Charity Health System (DCHS). Directors must exercise the utmost good faith 
and fair dealing in all transactions touching their duties to the Corporation, scrupulously avoiding 
conflicts of interests, whether potential, actua] orperceived, to ensure that the Corporation and 
its Board of Directors conduct activities in a fair and unbiased manner. 

Definitions 

For the purpose of this Policy/Procedure, the following definitions apply: 

I. 	 Corporation: DCHS and its affiliates including, but not limited to, O'Connor Hospital, Saint 
Louise Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, St. 
Vincent Dialysis Center, Seton Medical Center; Seton Coastside, Caritas Business Services, 
O'Connor Hospital Foundation, Saint Louise Regional Hospital Foundation, Seton Health 
Services Foundation, St. Francis Medical Center of Lynwood Foundation, St. Vincent 
Foundation, and the DCHS Medical Foundation. 

2. 	 Family: Anyone related to the Directo!'_;thrCJJ!gq ,bl_ood, marriage, adoption, domestic 
partnership, or anyone living in the Ditecfot's:hoiisehold. 

3. 	 Favors: Something offered without requesting the monetary value in return, such as 
discounts, meals, entertainment, tuition, seminars, and conferences. 

4. 	 Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• 	 Ownership or investment interest in; or 

• 	 Compensation arrangement with; or 

• 	 Other economic interest in any of the following: 

i. 	 The Corporation; or 
ii. 	 Any entity or individual with which the Corporation has a transaction or 

arrangement; or 
iii. 	Any entity or individual with which the Corporation is negotiating a transaction or 

arrangement; or 
iv. Any entity or individual that competes with the Corporation. 

"Compensation" includes direct and/or indirect remuneration, as well as gifts or Favors 
in excess of $300 in any calendar year. 

"Ownership or investment" excludes interests of less than 1% in entities whose securities 
are publicly listed and have $75 million or more of stockholders equity. 
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5. 	 Potential Conflict oflnterests: A Financial Interest is not necessarily a conflict of interests. 
Directors have a duty to disclose all Financial Interests for purposes of evaluation. The 
Board or Board committee, as applicable, shall decide whether a conflict of interests exists. 

Procedures 

1. 	 Duty to Disclose 

Directors have an ongoing duty to disclose Financial Interests, when such Financial Interests 
may be potential or actual conflicts of interests. Directors have a duty to disclose Financial 
Interests relating to specific corporate transactions, annually, and otherwise during the year, in 
accordance with the procedures below. 

2. 	 Disclosures Related to Specific Corporate Transactions 

When a potential conflict of interests arises or any situation arises in which a Director may be in 
doubt, the Director must disclose the material facts to the other Board members or Board 
committee. Disclosure of the Financial Interest shall be made prior to the Board or committee 
voting on such transaction or arrangement. Such disclosure may be made in person or in writing, 
as the Chair of the Board or committee may direct. 

After disclosure of the Financial Interest and all material facts, the Director may be asked to 
clarify or provide additional information relevant to the Financial Interest. After all needed · 
information is obtained by the Board or committee, the Director shall not he present during 
evaluation of the disclosure. The remaining Board or committee members shall decide if a 
conflict of interests exists. 

If a determination is made that a conflict of interests does indeed exist, action may be taken as 
listed below. 

A. 	The Chair of the Board or committee may, if appropriate, appoint a disinterested Director 
or committee to consider alternatives to the proposed transaction or arrangement. 

B. 	 After exercising due diligence, the disinterested members of the Board or committee shall 
determine whether the Corporation can obtain a more advantageous transaction or 
arrangement with reasonable efforts from a person or entity that would not give rise to a 
conflict of interests. 

C. 	 If a more advantageous transaction or arrangement is not reasonably attainable under 
circumstances that would not give rise to a conflict of interests, the Board or committee 
shall determine by a majority vote of the disinterested Directors or committee members 
whether the transaction or arrangement is fair and reasonable to the Corporation and shall 
make its decision as to whether to enter into the transaction or arrangement in conformity 
with such determination. 

·--- ·' 
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D. 	 The Director shall not be present when the transaction is voted on and only disinterested 
Directors or committee members may vote to approve the transaction. 

E. 	 At their discretion, disinterested Board or committee members may require the Director 
to leave the room while the proposed transaction is discussed. The disinterested members 
shall balance the need for independence of the determination with the need to have the 
Director on hand to answer questions or provide additional information to assist the · · 
Board or committee. 

F. 	 To the extent permitted by applicable state law and the Corporation's governing 
documents, Directors may be counted in determining the presence of a quorum of a 
meeting where a potential conflict of interests has been disclosed. 

G. 	 Prior to corporate approval ofa.contract or transaction in.which a Financial Interest of a 
Director has been identified, counsel shall be consulted to determine whether any 
additional.steps :before such approval are.required ,under ·California or federal Jaw, 
including the, California Nonprofit Corporation Law and the Internal Revenue Code and 
accompan;ying.regulations. 

3. 	 Annual and Ongoing Disclosure Requirements for Directors 

A. 	 Annual DisclosureStatement:. The President and Chief Executive Officer of the 
Corporation or designee shall annually send•the Conflict·of1nterests'Disclosure 
Statementto all Directors, immediately following the annual meeting .of:the.Board of 
Directors. Not later than January 31 of each year, each Director shall complete and sign a 
Conflict of Interests Disclosure Statement in the Exhibit to this policy. 

B. 	 OngoingRequii:ements for Disclosures by Directors: If.any.Financial Interest of a 
Director changes which gives rise to a potential or actual conflict of interests while the 
Director is sc:rving, the Director shall promptly provide an updated Conflict of Interests 
Disclosure Statement to the Chair of the Board. 

C. 	 Directors sha!l submit completed Conflict oflnterests Disclosure Statements to the Chair 
of the-Board. Conflict,ofinterests Disclosure Statements shall be made a matter of · 
record. 

D. 	 The information of each Conflict ofinterests Statement can be compiled into a summary 
report for review by the Chair of the Board at their request. 

E. 	 The Chair of the Board will address any conflict of interests issues. 

F. 	 The Chair of the Board wilJ report all Director conflict of interests findings (if any) and 
resolutions to the Board of Directors. 
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4. 	 Documentation of Disclosures 

A. 	 The minutes of the Board and all Board committees will contain the following: 

i. 	 The name of each Director who disclosed or otherwise was found to have a Financial 
Interest that was an actual or potential conflict of interests, a general statement as to 
the nature of the interest, the evaluation, and the Board's or committee's determination 
as to whether a conflict of interests in fact existed. 

ii. 	 The names of the persons who were present for discussions and votes relating to the 
transaction, a summary of the discussion that identifies whether any alternatives to 
the proposed transaction were considered, and a record of any votes taken in 
connection therewith. . 

B. 	 The President/CEO or designee shall maintain for 10 years a confidential record of the 
disclosure, evaluation of the facts, conclusion, and (if any) action taken to address the 
conflict. 

5. 	 Violations of this Policy 

A. 	 Ifthe Board or committee has reasonable cause to believe that a Director has failed to 
disclose an actual or potential conflict of interests, it shall inform the Director of the basis 
for such belief and afford the Director an opportunity to explain the alleged failure to 
disclose. 

B. 	 After hearing the response of the Director and making such further investigation, as may 
be warranted, if the Board or committee determines that the Director has failed to 
disclose an actual or potential conflict of interests, it will take such action as it considers 
appropriate, which may include disciplinary and corrective action. 

6. 	 Members Precluded from Voting on Matters relating to Compensation 

A. 	Voting Member of Board: A voting member of the Board of Directors who receives 
compensation, directly or indirectly, from the Corporation for services is precluded from 
voting on matters pertaining to that member's compensation. 

B. 	 Physician Member of Board: A physician who is a voting member of the Board of 
Directors and receives compensation, directly or indirectly, from the Corporation is 
precluded from discussing and voting on matters pertaining to the member's or another 
physician's compensation. No physician or physician Director, either individually or 
collectively, is prohibited from providing information to the Board of Directors regarding 
physician compensation. 

C. 	 Voting Member of Committee: A voting member of any committee whose jurisdiction 
includes compensation matters and who receives compensation, directly or indirectly, 
from the Corporation for services is precluded from voting on matters pertaining to that 
member's compensation. 
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D. 	 Physician Participation on Committee: Physicians who receive compensation, directly or 
indirectly, from the Corporation, whether as employees or independent contractors, are 
precluded from membership on any committee whose jurisdiction includes compensation 
matters. No physician, either individually or collectively, is prohibited from providing 
information to any committee regarding physician compensation. 

7. Confidentiality Agreement 

Each Director shall sign a Confidentiality Agreement in order to protect the 
confidentiality of Board deliberations. A Confidentiality Agreement is included in the 
Conflict of Interests Disclosure Statement. 

Implementation and Review of this Policy 

This policy is to be implemented by: 
LHM Board of Directors Chair 

This policy is to be reviewed annually for compliance and relevance by: 
OCHS Corporate Respons,ibility Officer 

Exhibit - Conflict of Interests Disclosure Statement 
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Exhibit to Policv/Procedure 04.01.01 


CONFLICT OF INTERESTS DISCLOSURE STATEM:ENT 

AND CONFIDENTIALITY AGREEM:ENT 


Board of Directors and Board Committee Members 


Title ( check one): Director [ ] Committee Member [ J 

Filing Period (check one): Initial [ ] Annual [ J Specific Event [ 

Received by: ---------------------------- 

Date Received by Filing Officer: --------------------- 

Please answer the following questions: 

DEFINITIONS. Capitalized terms used herein shall have the meanings set forth in the Conflict of 
Interests Policy 04.01.01. Refer to the "Definitions" section of the policy. 


DISCLOSURE OF FINANCIAL INTEREST. Please fill out a new Discjosure Statement each 

time you become aware of a Financial Interest. 


1. 	 Do you or your Family members have, directly or indirectly, a current or potential ownership 
or investment interest in any of the following: 

a. 	 The Corporation? Yes [ ] No [ 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ J 

c. 	 Any entity or individual with which the-Corporation is negotiating a transaction or 
arrangement? Yes [ ) No [ J 

d. 	 Any entity or individual that competes with the Corporation? 
Yes [ J No [ J 

("Corporation" includes DCHS and its affiliates.) 


("Ownership or investment" excludes interests of less than 1% in entities whose securities are 

publicly listed and have $75 million or more of stockholders equity.) 


("Investment" interest includes outstanding bonds and debts.) ·. _,./_ 
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For each answer "yes" above, provide on a separate sheet information regarding all 
such interests (i.e., who holds the financial interest, your relationship to them, name of entity 
or individual with which the financial interest is held, nature offinancial interest, dollar 
amount, number of shares, percentage ownership, etc.). 

2. 	 Do you or your Family members have, directly or indirectly, a current or potential 
compensation arrangement with any of the following: 

a. 	 The Corporation? Yes [ No [ 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ ] 

c. 	 Any entity or individual with which the Corporation is negotiating a transaction or 
arrangement? Yes [ ] No [ ] 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ ] No [ J 


("Corporation" includes DCHS and its affiliates.) 

("Compensation" includes direct and indirect remuneration, as well as gifts or Favors in 
excess of $300 in any calendar year.) 

For each answer "yes" above, provide on a separate sheet information regarding all 
such compensation arrangements (i.e., "{ho,~l!S tpe co_mpeµsationarrang,:_ment, yoµr 
relationship to them, name of entity or individua1 theyhave acom perts ii.tion arrangement with, 
nature of the compensation arrangement, dollar ammmt, etc.). 

3. 	 OTHER DIRECTORSHIPS. List the names of all entities for which you serve as a member 
of the Board ofDirectors and the estimated amount of annual compensation you receive, if 
any, from such entities for your service as a Director (attach additional sheets if necessary): 

$ _______ 
$ _______ 

$ _______ 

$ ________ 

$ _______ 


4. 	 OTHER POSITIONS. List the names of all entities which transact business with the 
Corporation or compete with the Corporation and with which you serve in any capacity ( other 
than as Director, including directive, managerial or consultative) and the estimated amount of 
annual compensation you receive, if any, from such entities for such service (attach additional 
sheets if necessary): · 

$ _______ 
$ _______ 
$ ________ 
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5. 	 BORROWINGS. Disclose the terms (i.e., amount, interest rate, security given, and duration) 
of any loans (of money or other property) where you are the borrower and the lender is a 
patient, individual or entity that transacts business with the Corporation. 

6. 	 GIFTS OR FAVORS. Disclose all cash gifts (regardless of the amount of cash) and any 
non-cash gifts or Favors which you or members of your Family have received from 
individuals or entities which transact business or seek to transact business with the 
Corporation. 

7. OTHER. I hereby disclose the following circumstances which may involve a possible 
conflict of interests: 

8. 	 CONFIDENTIALITY AGREEMENT. I recognize that Board and committee meetings of 
the Corporation are conducted in strictest confidence and matters are discussed that are 
sensitive in nature and, therefore, confidential and proprietary. Accordingly, I agree in 
connection with any and all participation at meetings of the Board of Directors or committees 
of the Board to maintain all information, whether or not specifically identified as confidential 
and proprietary, in strictest confidence, absent specific authorization to release or disclose 
information to third parties by the Board ofDirectors or its President. By signature below, J 
also certify that neither I (nor any member ofrny Family) have disclosed or used information 
relating to the Corporation for the personal profit or advantage of myself or any member of 
my Family. 

' -·- -·· 
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9. AFF1RMATION. 

• 	 I hereby acknowledge receiving a copy of the Conflict ofinterests policy 04.01.01. 

• 	 I have read, understand, and agree to comply with the terms of the policy. 

• 	 I understand that the Corporation is a charitable organization and that, in order to maintain 
its federal tax exemption, it must engage primarily in activities which accomplish one or · 
more of its tax-exempt purposes. 

• 	 I have disclosed any and all interests and activities that I or members of my Family have 
or have taken part in, that when considered in conjunction with my position with or 
relation to the Corporation, might possibly constitute a conflict of interests. 

• 	 I agree to refrain from voting or using my personal influence on any matter that may 
represent a conflict of interests. 

• 	 I agree to refrain from accepting gifts or Favors, gratuities or entertainment intended to 
influence my judgment or actions concerning the business of the· Corporation. 

• 	 Ifany situation should arise in the future which may involve me in a conflict of interests 
in accordance with the policy, I will promptly provide, a new Disclosure Statement to the 
Chair of the Board. 

SIGN AND DATE: 

Copy to: President/CEO 
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Draji 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


DAUGHTERS OF CHARITY HEALTH SYSTEM 


The undersigned certify that: 

1. They are the President/CEO and the Secretary, respectively, of Daughters of 
Charity Health System, a California nonprofit religious corporation (the "Corporation"). 

2. The Articles oflncorporation of this Corporation are amended and restated to read 
in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the Jaws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: __________,2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND RESTATED 

ARTICLES OF INCORPORATION 

ARTICLE I 

The name of this Corporation is "Verity Health System of California, Inc," 

ARTICLE II 

A This Corporation is a nonprofit public benefit corporation and is not 
organized for the private gain of any person. It is organized under the Nonprofit Public Benefit 
Corporation Law of the State of California for public and charitable purposes. More specifically. 
the Corporation is organized and operated exclusively for the support and benefit of, to perform 
the functions of, or to can-y out the purposes of the following organizations: O'Connor Hospital. 
Saint Louise Regional Hospital, St. Vincent Medical Center, St. Francis Medical Center, Seton 
Medical Center, Verity Medical Foundation, Verity Business Services, and St. Vincent Dialysis 
Center. In furtherance of the foregoing, this Corporation may do all of the following:(!) 
establish, acquire, develop, operate, lease, manage, and maintain acute care hospitals, physician 
practices, medical foundations and appurtenant facilities and related enterprises (collectively 
referred to as the "Verity Health System"); (2) promote and carry on scientific research related to 
delivery of health care services; (3) establish, manage, and maintain various types of health care 
enterprises, utilizing health delivery systems designed and coordinated to maximize benefits to 
the communities served; (4) participate in any activity designed and canied on to promote the 
general health of the community served by Verity Health System or any of this Corporation's 
affiliates; and (5) make donations, transfer assets and provide other forms of aid and assistance 
to, for the benefit of, or in connection with each organization that is controlled, directly or 
indirectly, by this Corporation or by another organization controlled by this Corporation ( each, 
an "Affiliate"). Notwithstanding the foregoing specific statement of purposes. the Corporation 
shall have and may exercise all of the power of a California nonprofit public benefit corporation. 
but only in frn1herance of the above purposes. 

B. In addition to the foregoing purposes this Corporation is organized and 
operated primarily for charitable, scientific and educational purposes within the meaning of 
§501 (c)(3) of the Internal Revenue Code of 1986, as amended (or the conesponding provision of 
any future United States Internal Revenue Law) (the "!RC"), and within the meaning of§ 
214(a)(6) of the California Revenue and Taxation Code (or the corresponding section of any 
future California revenue and tax law) (the "R&TC") and, in fu1therance of these purposes, this 
Corporation may: 

(1) Promote, support and engage in any and all educational, charitable 
and scientific programs which are now, or may hereafter be, 
established by any of the Affiliates. 

(2) Support and foster the corporate purposes of, and aid, assist and 
confer benefits upon the Affiliates. 
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(3) 	 Cooperate with the Affiliates in their respective efforts to promote 
quality service at reasonable rates. 

(4) 	 Promote cooperation and the exchange of knowledge and 
experience within the Verity Health System. 

(5) 	 Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California 
Nonprofit Public Benefit Corporation Law and as may be necessary 
or expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. 

(6) 	 Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 50J(c)(3) of the IRC and within 
the meaning of§ 214(a)(6) of the R&TC, in the course of which 
operation: 

(a) 	 No paii of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in fmiherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on of propaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
paiiicipate in, or intervene in (including the publishing or 
distribution of statements), ai1y political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding ai1y other provisions of these Articles, this 
Corporation shall not Ca!TY on any other activities not 
permitted to be can-ied on by (i) a corporation exempt from 
federal income tax under§ 50J(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170(c)(2) of the IRC, or (ii) by a corporation exempt from 
taxation under§ 214 of the R&TC . 

. ARTICLE III 

The name and address in the State of California of this Corporation· s agent for 
service of process is: 

[TBD] 
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ARTICLE IV 

The street· and mailing address of this Corporation is 26000 Altamont Road. Los 
Altos, California 94022-4317. 

ARTICLE V 

This Corporation shall have no members. 

ARTICLE VI 

The prope1iy of this Corporation is irrevocably dedicated to charitable. 
educational, and scientific purposes meeting the requirements of§ 214 of the R&TC and in 
Article 11.B hereof. Upon the winding up and dissolution of this Corporation, its assets 
remaining, after payment or adequate provision for payment of all debts and obligations of this 
Corporation, shall be distributed in accordance with a plan of liquidation approved by the Board 
of Directors to such organization or organizations detem1ined by the Board of Directors and 
organized and operated exclusively for charitable, educational or scientific purposes as shall at 
the time qualify as an exempt organization or organizations under § 50 I ( c )(3) of the !RC and 
under§ 214 of the R&TC. No assets shall be distributed to any organization if any part of the 
net earnings of such organization inures to the benefit of any private person or individual. or if a 
substantial part of the activities of such organization is the carrying on of propaganda or 
otherwise attempting to influence legislation; or if the organization participates in. or intervenes 
in (including the publishing or distribution of statements) any political campaign on behalf of 
any candidate for public office, or if the organization carries on any other activities not 
permitted to be carried on (i) by a corporation exempt from federal income tax under § 50 I ( c )(3) 
of the !RC and meeting the requirements of§ 214 of the R&TC or (ii) by a corporation, 
contributions to which are deductible under§ 170(c)(2) of the !RC. 

ARTICLE VII 

These Articles shall be amended only upon approval by this Corporation's Board 
of Directors. 
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AMENDED AND REST A TED 


BYLAWS OF 


VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles of Incorporation. 

ARTICLE II 


DEFINITIONS 


Section 2.1 Definitions. TI1ese Bylaws contain the terms "Affiliate" and "Health 
System." These terms are also used in the bylaws of the entities comprising the Health System. 
For purposes of continuity, when nsed in these By laws, such terms shall be interpreted to give 
full effect to the intent of Article XI of these Bylaws. 

A. Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by this Corporation or by another organization 
controlled by this Corporation. As used in this definition, "control" shall mean (a) the 
status of sole corporate member of an organization; or (b) the authority to appoint, elect 
or approve at least a majority of the governing body of an. organization. 

B. Effective Date. The "Effective Date" shall mean the date of adoption of 
these Bylaws. 

C. Health System. "Health System" shall mean, collectively, this 
Corporation and its Affiliates. 

D. Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

E. System Authority Matrix. "System Authority Matrix" shall mean the 
document as in effect from time to time which sets fm:th the respective responsibilities 
and authorities for Health System operations and decision making. 

F. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 



ARTICLE III 


PURPOSES 


Section 3 .1 Purposes. The purposes of this Corporation are set out in its A1ticles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 4.1 Offices. The principal office for the transaction of the business of this 
Corporation shall be in the County of Santa Clara, State of California. This Corporation may 
also have an office or offices within or without the State of California. as the Board of Directors 
may from time to time establish. 

Section 4.2 Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

BOARD OF DIRECTORS 

Section 5.1 Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the System Authority Matrix, and the laws of the State of 
California, the activities and affairs of this Corporation shall be managed and conducted and all 
corporate powers shall be exercised by or under the direction of this Corporation's Board of 
Directors. To facilitate the management and conduct of this Corporation's activities and affairs, 
the Board of Directors shall establish corporate policies for, and formulate the basic rules and 
regulations governing the operation and management of, this Corporation. The Board of 
Directors may delegate the management and conduct of this Corporation's activities and affairs 
to any person or persons, management company, or committee however composed, provided that 
no delegation of authority by the Board of Directors to the President and Chief Executive Officer 
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from 
exercising the authority required to meet its governance responsibility for the management and 
conduct of this Corporation's activities and affairs; and provided further that any delegation of 
powers of the Board may be made only to a conm1ittee of the Board consisting only of directors 
and shall be subject to the further limitations on Board committees set fmih in Section 8.1 of 
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 5.2 Specific Authority of the Board of Directors. Without limiting the 
generality of the foregoing, the Board of Directors has the power and authority to take or 
approve the following actions, subject to the System Authority Matrix: 

A. Approve or change the mission, role and/or purpose of this Corporation; 
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B. Amend, restate, or repeal the Bylaws and Articles ofincorporation of this 
Corporation; 

C. Approve the merger, consolidation, reorganization, or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

D. Elect and remove the Directors of this Corporation; 

E. Approve any amendment of the approval rights of the Corporation set 
forth in the System Authority Matrix; 

F. Establish the overall debt limit governing the incunence of debt and 
guaranties by this Corporation and its Affiliates and approve the incunence of debt and 
guaranties of this Corporation or any of its Affiliates other than in accordance with such 
policies as in effect from time to time; · 

G. Approve the capital and operating budgets of this Corporation; 

H. Establish the criteria for and approve the financial and strategic plans of 
the Corporation; · 

I. Approve the sale, transfer, substantial change in use of the assets of the 
Corporation to the extent required by the System Authority Matrix; and 

J. Approve the formation by this Corporation of any new corporation or 
other legal entity, or its participation (excluding investment in publicly-traded securities) 
in any corporation or other entity as a shareholder, member, partner or joint venturer. 

K. Approve the selection of the external audit firm for the Corporation and its 
Affiliates; and 

L. Establish and appoint, and prescribe the duties and authorities of the audit, 
finance, and any other c01mnittee for the Health System that would substitute or 
supersede such committees of the governing bodies of the Affiliates to the extent allowed 
by applicable law. 

Section 5.3 Specific Authority of the Corporation as Sole Corporate Member of 
Affiliates. The Board of Directors has the power and authority, in the name and on behalf of this 
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the 
System Authority Matrix: · 

A. Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct 
Affiliate of this Corporation; 

B. Appoint and remove the chief executive officer and chairperson of the 
board of each· of the Affiliates; 
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C. Approve the incurrence of debt and guaranties of any of its Affiliates other 
than in accordance with such policies as in effect from time to time; 

D. Approve the sale, transfer, substantial change in use of the assets of any 
Affiliate to the extent required by the System Authority Matrix; 

E. Approve any other action of this Corporation or any Affiliate controlled 
by this Corporation that has been established by resolution of the Board of Directors as 
requiring its approval, including but not limited to any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to 
which this Corporation or any Affiliate controlled by this Corporation is a party. 

Section 5.4 Board of Directors on the Effective Date. The Board of Directors on the 
Effective Date shall be those persons elected or appointed as specified in Section 2.l(a) of the 
.System Restructuring and Support Agreement by and among Daughters of Charity Ministry 
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital 
Management, LLC ("BMCM") dated July 17, 2015. 

Section 5.5 Number and Qualification. 

A. Generally. The Board of Directors shall consist ofno less than five (5) 
members, as follows: 

(]) BMCM shall have ·the right to appoint not more than twenty 
percent (20%) of the number of Directors constituting the Board of Directors at 
any time ( each a "BM Director Appointee") during the period ohime that its 
affiliate, Integrity Healthcare, LLC (the "Manager"), is providing management 
services to the Corporation pursuant to a management services agreement; and 

(2) the remainder shall be persons nominated by the Nominating 
Committee as provided in Section 5.4 of these Bylaws and elected by the Board 
of Directors (the "At-Large Directors"). 

B. Qualifications. 

(1) At-Large Directors recommended by the Nominating Committee 
shall be selected in a maimer that meets any applicable requirements for the 
Corporation to maintain its tax-exempt status. Collectively, the At-Large 
Directors shall have the experience and expertise appropriate to fulfillment of 
their fiduciary duties as independent directors of a California nonprofit public 
benefit corporation. In the ordinary course, this means they will have experience 
in complex business operations and have had involvement in non-profit tax
exempt organizations. They will have exercised judgment in challenging business 
settings, and will have experience in working with teams in reaching goals. The 
At-Large Directors shall have demonstrated a willingness to commit support for 
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the mission of the Corporation and training and experience in matters relevant to 
service as a member of the Board of Directors through: 

(I) participation in community affairs or in the work of other 
charitable organizations; 

(2) ability and willingness to contribute to the achievement of 
the purposes of the Corporation; 

(3) awareness of the objectives of the Corporation as they 
relate to the health needs of the Corporation's service area; and 

(4) such other_criteria as may be recommended to the 
Nominating Committee by the Board of Directors. 

(2) BM Director Appointees and At-Large Directors shall not, either 
directly or indirectly, personally or through a family member, have any financial 
relationship with BMCM, or its owned or managed affiliates, and may not serve 
as an officer, director, contractor or employee ofBMCM, any managed fund, or 
entity in which BMCM has an equity stake or option to purchase, except for 
public companies wherein BMCM has an interest of less than J0%. 

C. Restriction on Interested Directors. Not more than forty-nine percent 
( 49%) of the persons serving on the Board of Directors at any time may be interested 
persons. An interested person is (i) any person currently being compensated by this 
Corporation for services rendered to it within the previous twelve (12) months, whether 
as a full-time or part-time employee, independent contractor or otherwise, but excluding 
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, 
mother-in-law or father-in-law of any such person. However, any violation of the 
provisions of this Section shall not affect the validity or enforceability of any transaction 
entered into by this Corporation. 

Section 5.6 Nomination and Election of At-Large Directors. Candidates for At-Large 
Directors may be recommended by any member of the Board of Directors to the Nominating 
Committee, constituted in accordance with Sectioi1 8.7 of these Bylaws. Except as otherwise 
provided in this Section 5.6, and acting by the unanimous consent or vote of all of its members, 
the Nominating Committee shall nominate At-Large Director candidates to the Board of 
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual 
meeting or at any other time designated by the Board of Directors. Notwithstanding the 
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating 
Committee does not vote unanimously for one of two initially considered candidates, then the 
affirmative vote needed to formally nominate a candidate to the Board of Directors ri1ay be by 
simple majority of the members of the Nominating Committee. The Nominating C01m11ittee 
shall notify the Board of Directors in writing of nominees at least ten (] 0) business days in 
advance of any regular or special meeting of the Board of Directors at which Directors are to be 
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elected. At the next regular or special meeting of the Board of Directors, the Board of Directors 
shall either elect or reject as an At-Large Director any nominees provided by the Nominating 
Committee. If any Director positions remain unfilled, the nomination procedure shall be 
repeated and new names nominated in accordance with the procedures set forth in this Section. 
until all Director positions are filled. · 

Section 5.7 Term. Each appointed Director shall hold office for a term of one (l) year 
or such other period as the Board of Directors may set and until his or her successor is elected or 
appointed and qualified. Appointed Directors may be reappointed in accordance with Section 
5.5(A) of these Bylaws. 

Section 5.8 Removal and Filling of Vacancies. Any or all Directors may be removed 
from office, with or without cause, by the Board of Directors, except that the removal of a BM 
Director Appointee also requires the agreement ofBMCM. The Board of Directors may declare 
vacant the office of a Director who has been removed; who has been declared of unsound mind 
by a final order of cou1i or convicted of a felony, or who has been found, by a final order or 
judgment of any court, to be in breach of any duty owed to the Corporation under California law. 
In the event a Director shall be so removed or his or her office is declared vacant, a new Director 
to fill the unexpired term or terms of the Director. who was removed or whose office was 
declared vacant may be appointed by the Board of Directors from nominees selected by the 
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be 
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At 
all times the Board of Directors shall have not more than twenty percent (20%) of its members 
appointed by BMCM. 

Section 5.9 Resignation. Any Director may resign at any time by deli,iering her or his 
resignation in writing to the Chairperson of the Board of Directors, or the Secretary or to the 
Board of Directors of the Corporation at its principal office; provided that, except upon notice by 
the Attorney General, no Director may resign if the Corporation would then be left without a 
duly elected Director or Directors in charge of its affairs. Such resignation shall be effective 
upon receipt unless specified to be effective at some other time. 

Section 5.10 Compensation and Expenses. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Board of Directors. Directors may receive compensation from the Corporation for 
services rendered to it, subject to the restriction on interested Directors as set fo1ih in Section 
5.S(C). 

Section 5.11 Self-Dealing Transactions. This Corporation shall not enter into self
dealing transactions. Except as provided in Section 5.1 l(A), for the purpose of this section, a 
self-dealing transaction means a transaction to which this corporation is a paiiy and in which one 
or more of the members of its Board of Directors or officers has a material financial interest and 
which does not meet the requirements of Sections 5.11 (B) or 5.11 (C). Such a member of the 
Board of Directors is an "interested director" for the purpose of this section. 
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A. Exceptions. The provisions ofthis section do not apply to any of the 
following: 

(]) An action of the Board of Directors fixing the compensation ofa 
member of the Board of Directors as an officer of this corporation. 

(2) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and 
without unjustified favoritism and (ii) results in a benefit to one or more members 
of the Board of Directors or their families because they are in the class of persons 
intended to be benefited by the public or charitable program. 

(3) A transa9tion, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the 
gross receipts of this corporation for the preceding fiscal year or one hundred 
thousand dollars ($100,000). 

B. Prior Board of Directors Anoroval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(1) This Corporation entered into the transaction for its own benefit; 

(2) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(3) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote 
of a majority of the members of the Board of Directors then in office without 
counting the vote of the interested director or directors, and with knowledge of the 
material facts concerning the transaction and the director's interest in the 
transaction. Interested directors may be counted in determining the presence of a 
quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Paragraph 5.l l(C)(l), 
action by a committee of the Board of Directors shall not satisfy this paragraph; 
and 

(4) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation 
under the circumstances that this corporation could not have obtained a more 
advantageous arrangement with reasonable effort under the circumstances or (ii) 
this corporation in fact could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances. 

C. Subsequent Board of Directors Approval. This corporation may enter into 
a self-dealing transaction if all of the following facts are established: 
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(I) A committee or person authorized by the Board of Directois 
approved the transaction in a manner consistent with the standards set forth in 
Section 5.11 (B); 

(2) It was not reasonably practicable to obtain approval of the Board of 
Directors prior to entering into the transaction; and 

(3) The Board of Directors, after determining in good faith that the 
conditions of subparagraphs (I) and (2) of this Section were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the 
Board of Directors then in office without counting the vote of the interested 
director or directors. Interested directors may be counted in determining the 
presence of a quorum at a meeting of the Board of Directors which authorizes, 
approves or ratifies the contract or transaction. 

ARTICLE VI 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 6.1 Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 6.2 Meetings by Telephone or Electronic Communication. Directors may 
participate in any meeting of the Board of Directors, regular or special, through the use of 
conference telephone, electronic video screen conmmnication, or electronic transmission by and 
to the Corporation. Participation in a meeting through conference telephone or electronic video 
screen conununication constitutes presence in person at that meeting so long as all members 
participating are able to hear one another. Participation in a meeting through electronic 
transmission other than telephone conference or electronic video transmission constitutes 
presence at that meeting so long as both of the following apply: (A) each member participating in 
the meeting can communicate with all of the other members concurrently; (B) each member is 
provided the means of participating in all matters before the Board of Directors, including, 
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be 
taken by the Corporation. 

Section 6.3 Annual Meetings. The Board of Directors shall hold an ammal meeting 
for the purpose of organizing the Board, the election of officers, and the transaction of such other 
business as may come before the meeting. The annual meeting shall be held at such time as the 
Board may fix by resolution from time to time. No notice of the annual meeting of the Board of 
Directors need be given. 

Section 6.4 Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Board may fix by resolution from time to time. No notice of any regular 
meeting of the Board of Directors need be given. 
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Section 6.5 Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation. · 

Section 6.6 Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication, addressed to him or her at his or her 
address as it is shown on the records of this Corporation. Such notice, ifmailed, shall be mailed 
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally, 
telephonically or telegraphically or by e-mail, shall be received at least forty-eight ( 48) hours 
prior to the time of the meeting. 

Section 6.7 Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver ofnotice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 6.8 Ouorurn. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors' meeting to another time 
and place. The act of a majority of the Directors present at any time at which there is a quorum 
shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting. at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 6.9 Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors under any provision of law, the Articles oflncorporation or these Bylaws 
inay be taken without a meeting if all of the Directors individually or collectively consent in 
wi-iting to such action. Such written consent or consents shall be filed with the minutes of the 
proceedings of the Board. Such action by written consent shall have the same force and effect as 
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this 
Corporation relating to an action taken by the Board without a meeting shall state that the action 
was taken by written consent of the Board of Directors without a meeting and that the Bylaws of 
the Corporation authorize its Dii-ectors to so act. 

Section 6.10 Prohibition Against Voting by Proxy. Directors may not vote by proxy. 

ARTICLE VII 

CORPORATE OFFICERS 
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Section 7.1 Officers. 

A The officers of this Corporation shall include a Chief Executive Officer 
and President ("CEO"), Chairperson of the Board, Vice Chairperson of the Board, Chief 
Financial Officer ("CFO"), and a Secretary, all of whom shall be selected in accordance 
with the provisions of this Article VII. Any number of such offices may be held by the 
same person, but neither the Chairperson of the Board nor the President/CEO may serve 
concurrently as the Secretary or CFO of this Corporation. 

B. Except as otherwise set forth in these Bylaws, the officers of this 
Corporation shall be chosen annually by the Board of Directors and shall hold office until 
his or her resignation or removal by the Board of Directors or, in the case of the 
President/CEO and Chief Financial Officer, by the Manager ( during any time that the 
Management Agreement is in effect), other disqualification to serve, or until his or her 
successor shall be elected and qualified. Notwithstanding any provision to the contrary in 
these Bylaws, as long as the Management Agreement remains in effect and has not 
terminated or expired, the Manager (as defined in the Management Agreement) will be 
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set 
forth under the terms and conditions of the Management Agreement, and will have the 
right to ten11inate or remove the Chief Executive Officer and President and Chief 
Financial Officer, without the approval of the Board of Directors, In the event the 
Manager terminates the President/CEO or Chief Financial Officer, the Manager shall be 
required to provide a replacement of such officer to be approved by the Board of 
Directors. The Board of Directors shall have the right to require Manager to replace the 
President/CEO if the Board of Directors determines, in its sole judgment, that the 
President/CEO is unacceptable. 

C. The Board of Directors may appoint such other officers from among the 
members of the Board of Directors, such as one or more assistant secretaries or 
treasurers, as the business of this Corporation may require, each of whom shall hold 
office for such period, have such authority and perfon11 such duties as are provided in 
these Bylaws or as the Board of Directors from time to time may authorize. 

Section 7 .2 Removal of Officers. Subject to any consultation or approval 
requirements ,mder the System Authority Matrix, any officer may be removed, with or without 
cause, by a majority of Directors then in office, at any regular or special meeting of the Board, 
except that if an employment agreement is in effect for any officer, its terms shall govern the 
removal of the officer. Should a vacancy occur in any office as a result of death, resignation, 
removal, disqualification or any other cause, the Board of Directors may delegate the powers and 
duties of such office, except as otherwise provided in these Bylaws, to.any officer or to any 
Director until such time as a successor for such office has been elected or appointed. Any officer 
shall be automatically removed as such an officer upon his or her removal as a Director in 
accordance with the provisions of Section 5.6 of these Bylaws. 

Section 7.3 Chairperson of the Board. The Chairperson of the Board shall be elected 
from among the Directors and shall have the powers and duties usually associated with such 
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office. The Chairperson of the Board shall preside over meetings of the Board of Directors, 
supervise activities of the Board, and serve as an ex-officio voting member of all Board 
committees. 

Section 7.4 Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perform all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the 
Board. 

Section 7 .5 Secretary. The Secretary shall be elected from among the Directors and 
shall keep or cause lo be kept at the principal office or at such other place as the Board of 
Directors may detennine, a book of minutes of all meetings of the Directors, whether annual, 
regular or special, with the time and place of the meeting, the notice given, the nan1es of those 
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized. 
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors 
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and 
shall have such other powers and perform such other duties as may be prescribed by the Board of 
Directors or these By laws. 

Section 7 .6 Treasurer. The Treasurer shall be elected from among the D.irectors and 
shall have the powers and duties usually associated with such office, subject to limitation or 
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept 
and maintained adequate and correct accounts of the properties and business transactions of this 
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses. 
The books of account shall at all times be open to inspection by any Director, or the Corporate 
Member. The Treasurer shall submit or cause to be submitted to the Board of Directors amrnal 
statements of receipts and expenditures. 

Section 7.7 President and Chief Executive Officer. The President and the Chief 
Executive Officer shall be the chief executive officer of this Corporation, shall serve as a 
member of the Corporation's executive tean1, and shall be an employee of the Corporation, 
except that during any period that tbe Management Agreement is in effect he or she shall be an 
employee oftbe manager thereunder. Subject to the powers of the Manager (during any time 
that the Management Agreement is in effect), the President/CEO shall be appointed by and 
subject to the removal of the Board of Directors. He or she shall report to and be accountable to 
the Manager ( during any time that the Management Agreement is in effect), and rep01i lo, be 
accountable to and subject atall times to the ultimate supervision and authority of the 
Corporation's Board of Directors, shall have general supervision, direction and control oftbe 
business and non-Director officers oftbis Corporation and shall be held responsible for tbe 
proper functioning and management of this Corporation. Tbe President and Chief Executive 
Officer shall possess tbe degree of education and experience appropriate to the proper discharge 
of these responsibilities and, if a management or employment agreement may be in effect, meet 
all of the requirements set forth in the management or employment agreement. The Board of 
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Directors shall initiate and conduct periodic performance reviews of the President and Chief 
Executive Officer. Subject to the direction of the Manager ( during any time that the 
Management Agreement is in effect) and the ultimate supervision and control of this 
Corporation's Board of Directors, the President and Chief Executive Officer shall organize the 
administrative functions of this Corporation, delegate duties and establish formal means of 
accountability on the part of his or her subordinate offic.ers. The President and Chief Executive 
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the 
Board of Directors. He or she shall have the general powers and duties of management usually 
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation 
Law and shall have other powers and duties as may be prescribed by this Corporation's Board of 
Directors, these Bylaws, and the System Authority Matrix. 

Tl;ese powers and duties shall include, but not be limited to, the following: 

A. to suppo1i and assist this Corporation in furtherance of its charitable 
purposes, consistent with the established philosophy and mission of the Health System; 

B. to direct and implement the goals, policies and programs established for 
the Health System; 

C. to promote a high standard of quality of care provided by the Health 
System through setting goals and objectives for.quality improvement; 

D. to act as the representative of this Corporation to the public as well as to 
governmental and voluntary organizations; 

E. to make policy proposals to the. Board of Directors and the Corporation· s 
·executives; 

F. to assume responsibility for strategic planning, financial planning, 
physical facilities, site development and program planning to meet the health needs of the 
community; 

G. to· report to the Board of Directors and the Corporation's executives on the 
performance of this Corporation as well as mi appropriate .federal, state and local 
developments that affect health care therein; 

H. to attend all meetings of the Board of Directors and committees thereof, 
except as otherwise detem1ined by the Board of Directors; 

I. to serve on such Advisory Board committees as determined by the Board 
of Directors; 

J. to assure proper day-to~day administration of this Corporation; 
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K. to prepare an annual budget and periodically report to the Board of 
Directors and to the Corporation's executives on this Corporation's financial affairs and 
condition; 

L. in consultation with the Board of Directors, to appoint each Vice President 
of the Corporation, to set the terms and conditions of employment of the Vice Presidents 
and to evaluate their performance periodically, to assure the proper selection, 
employment, control and discharge of employees of the Corporation and the executives 
and officers of the Affiliates and Subsidiaries, and the development and maintenance of 
this Corporation's written personnel policies and practices; 

M. to assure proper maintenance and to keep the physical properties of this 
Corporation in a good state of repair; and 

N. to assure proper business management of this Corporation so that funds 
are collected and expended in keeping with sound business practice and with charity. 

Section 7.8 Chief Financial Officer. The Chief Financial Officer shall, in coordination 
with the Treasurer, and according to the direction of the Board of Directors and the 
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accounts of the properties and business transactions of the Corporation, 
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and 
fund balance. The books of account shall at all reasonable times be open to inspection by any 
Director. The Chief Financial Officer shall deposit all monies and other valuables in the name 
and to the credit of the Corporation with such depositaries as may be designated by the Board of 
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board 
of Directors, shall render to the President and Chief Executive Officer, or the Directors whenever 
they request it, an account of all transactions as Chief Financial Officer and of the financial 
condition of the Corporation, and shall have other powers and perform such other duties as may 
be prescribed by the Board of Directors or the By Jaws. Subject to the powers of the Manager 
(during any time that the Management Agreement is in effect), the Chief Financial Officer shall 
be appointed by and shall be subject to removal by the President and Chief Executive Officer of 
the Corporation. He or she shall report to and be accountable to the Board of Directors of this 
Corporation, the President and Chief Executive Officer, and the Manager (during any time that 
the Management Agreement is in effect). 

Section 7.9 Reporting Relationship of Ce1iain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President and Chief Executive Officer and each of them shall be entitled to 
confidential access to the Chairperson and other members of the Board of Directors as necessary 
or advisable to carry out such person's duties in such position. 

Section 7.10 Resignation. Any officer may resign at any time by giving written notice 
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
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acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under 
any contract to which the officer is a party. 

Section 7.11 Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 

ARTICLE VIII 

COMMITTEES 

Section 8.1 Generally. 

A. The Board of Directors may by resolution establish (]) Committees of the 
Board which shall have legal authority to act for this Corporation and, as determined by 
the Board of Directors, the Health System, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure 
of the Board. Any Committee of the Board which shall have legal authority to act for this 
Corporation, to the extent provided in a resolution of the Board, shall have all authority 
of the Board, except with respect to: 

(1) The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require approval of a 
majority of this Corporation's Board of Directors; 

(2) The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(3) The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or repealable; 

(4) The appointment of other committees or members thereof; 

(5) The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law; 

(6) Any decision with respect to the retention or termination of the 
· Chief Executive Officer, approval or amendment of any operating or capital 
budget, approval of the annual audit, amendment of these Bylaws, any 
unbudgeted capital expenditure, or any decision with respect to the acquisition, 
divestiture, sale or other disposition of Corporation's assets, or the creation of any 
new Corporation liabilities, or the exercise of any reserved power held by the 
Corporation with respect to any of the Affiliates. 
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B. The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such 
prescription, such committee shall have the power to prescribe the manner in which its 
proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall 
otherwise provide, the regular and special meetings and other actions of any committee 
shall be governed by the provisions of Article Vil of these Bylaws. Each committee shall 
keep minutes of its proceedings and shall report the same to the Board from time to time, 
as the Board of Directors may require. The Board of Directors shall review the charter of 
each committee governed by a charter at least once every two years. 

Section 8.2 Committees of the Board. Only Directors may be appointed as voting 
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or 
more Directors, with at least one (I) member of each Committee being a BM Director 
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the 
Board of Directors. The Board may designate one or more Directors as alternate members of 
any such committee, who may replace any absent member at any meeting of the committee. 

Section 8.3 Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 8.4 Executive Committee. 

A. There may be an Executive Committee which, if established, shall consist 
of such members of the Board of Directors as the Board may designate, and shall include 
at least one BM Director Appointee. The Chairperson of the Executive Committee shall 
be the person then serving as Chairperson of the Board. The Executive Committee shall 
have authority to act for this Corporation, subject to the provisions of Section 8.1 (A) of 
these Bylaws, as to those matters which may arise and cannot be handled in the ordinary 
course of regular or special meetings of the Board of Directors. 

B. The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual 
Director of any responsibility imposed on it or him or her by law, by the Articles of 
Incorporation of this Corporation or these Bylaws. 

C. The Executive Committee shall meet at such times as it deems necessary, . 
provided that reasonable notice of all meetings of the Executive Committee shall be 
given to its members and no act of the Executive Committee shall be valid unless 
approved by the vote of a majority, or by the unanimous written consent, of its members. 

Section 8.5 Audit Committee. In a fiscal year in which the Corporation's gross 

revenue is $2,000,000 or more, the Corporation shall appoint an audit committee (the "Audit 

Committee"), shall hire an independent auditor, and shall have such auditor prepare an audited 
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financial statement. Such $2,000,000 tln·eshold excludes grants received from and contracts and 
services with government entities for which the governmental entity requires an accounting of 
funds received. 

A. Members. The Audit Committee may include non-Board members, but it 
may not include any members of the staff, the President/CEO, or the CFO. If the 
Corporation has a Finance Committee, it shall be separate from the Audit Committee. 
The Audit Committee may include members of the Finance Committee, but such 
overlapping members shall constitute less than half of the Audit Committee and the 
chairperson of the Audit Committee may not be a member of the Finance Committee. 
Any person who has any material financial interest in any entity doing business with the 
Corporation may not serve on the Audit Committee. Each member of the Audit 
Committee shall serve as such until such member's successor shall be appointed by the 
Board of Directors. In the event that any member of the Audit Committee shall resign or 
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the 
Board. The Audit Connnittee shall be an Advisory Committee and shall operate in 
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in 
effect from time to time. The Audit Committee shall consist of not fewer than three 
members, all of whom shall be or shall be capable of becoming familiar with basic 
financial statements and accounting principles, and all of whom shall be deemed by the 
Board of Directors to be free of any relationship that would interfere with independent 
judgment. The Audit Committee shall meet at least quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all 
members who are employees of the Corporation or any Affiliate controlled by the 
Corporation. 

B. Duties of the Audit Committee. Subject to the supervision of the Board, 
the Audit Committee shall exercise the following powers, responsibilities, and duties: 

(1) To make reconnnendations to the Board regarding the 
appointment, retention, and tennination of the independent auditor for the 
corporation and the Affiliates; 

(2) To negotiate the auditor's compensation; 

(3) To confer with the auditor to satisfy its members that the financial 
affairs of the corporation and the Affiliates are in order; 

(4) To review the audit and decide whether to accept it; and 

(5) To assure that any non-audit services perforn1ed by the auditor 
conform to the applicable independent standards and to approve such nonaudit 
services. 
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C. Compensation. No member of the Audit Committee shall receive 
compensation for serving on the Audit Committee. An Audit Committee member may be 
reimbursed for reasonable expenses incurred in attending such meetings. 

D. Control by the Board. The Audit Committee shall be subject at all times 
to the control of the Board, which shall have the power to revise or alter any action taken 
by the Audit Committee; provided, however, that no rights of third parties shall be 
affected thereby. 

Section 8.6 Financial Statements Must Be Made Available. Ifthe Corporation 
prepares an audited financial statement (either in accordance with Section 8.5 above or 
otherwise), such audited financial statement shall be made available for inspection by the 
California Attorney General and by all members of the public no later than nine months after the 
close of the relevant fiscal year in the same manner as the corporation's Internal Revenue 
Service Form 990. Each annual financial statement shall be made available to the public for 
three years. 

Section 8.7 Nominating Committee. The Nominating Committee shall be a standing 
advisory committee and shall be composed of five ( 5) Directors appointed by the Chairperson, 
including one BM Director Appointee. The Nominating Committee shall have the authority and 
responsibility to: 

A. Recruit, screen, and evaluate candidates for Directors of this Corporation 
and other entities in which the Corporation has the right or power to appoint directors or 
managers. and shall solicit recommendations and input from all Directors, BlueMountain 
Capital Management, LLC, and Manager for nominees to the Board of Directors; 

B. Nominate Director nominees to the Board of Directors, and of other 
entities for which this Corporation has the right to appoint directors or managers; and 

C. Perform such other functions as may be assigned to it by the Board of 
Directors. 

Section 8.8 Executive Compensation Review and Approval. During any period that 
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the 
Board, or any authorized Committee of the Board, shall review and approve the compensation, 
including benefits, of the President/CEO and the CFO to ensure that each such officer's 
compensation is just and reasonable. Such review and approval shall occur when the officer is 
initially hired; whenever the officer's term of employment is renewed or extended, and when the 
officer's compensation is modified, unless such modification applies to substantially all 
employees. 

Section 8.9 Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
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a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 8.11 Quorum. At all committee meetings, a majority of committee 1nembers 
then serving, but not less than three (3 ), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act ofa majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 

ARTICLE IX 

GENERAL PROVISIONS 

Section 9.1 Voting Interests. The Corporation may vote any and all shares held by it 
in any other corporation and may exercise any and all membership rights held by it in any other 
corporation. Such action shall be unde11aken or evidenced on behalf of this Corporation by such 
officer, agent or proxy as the Board of Directors may appoint or, in default of any such 
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such 
case, such person may likewise appoint a proxy to vote shares. 

Section 9.2 Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be detem1ined by the Board of Directors. 

Section 9.3 Execution of Contracts. Except as otherwise provided in these Bylaws, 
the Board of Directors may authorize any officer or officers, agent or agents to enter into any 
contract or execute any instrument in the name of and on behalf of this Corporation and such 
authority may be general or confined to specific instances. Unless so authorized by t11e Board of 
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power 
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to 
render it liable for any purpose or in any amount. 

Section 9.4 Inspection of Corporate Records. The accounting books and records of 
this Corporation and the minutes of proceedings of this Corporation's Board of Directors and 
Committees shall be open to inspection upon the written request of any Director at any 
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reasonable time and for any purpose reasonably related to the interests of the Director. Such 
inspection may be made in person or by an agent or attorney. 

Section 9.5 Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation no later than one hundred twenty (120) days after the 
close of this Corporation's fiscal or calendar year. Such annual report shall be prepared in 
conformity with requirements of the California Nonprofit Public Benefit Corporation Law. 

Section 9.6 Dissolution. The property and assets of this Corporation are irrevocably 
dedicated to charitable, educational and scientific purposes. Upon the winding up and 
dissolution of this Corporation, its assets remaining, after payment or adequate provision for 
payment of all debts and obligations of this Corporation, shall be distributed in accordance with 
the dissolution provisions set forth in this Corporation's Articles oflncorporation. 

Section 9.7 Fiscal Year. The fiscal year of this Corporation shall begin on the first 
day of July each year and end on June 30th of the following year. 

Section 9.8 Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review these Bylaws and recommend changes. 

ARTICLEX 

INDEMNIFICATION AND INSURANCE 

Section I 0.1 Indemnification. To the full extent pennitted by Jaw and in the manner 
provided by Jaw, this Corporation may, and if the Jaw requires it shall, indemnify against liability 
and hold harmless any person who was or is a party to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or agent of this Corporation when serving in an official capacity on 
behalf of this Corporation, or is or was serving at the request of this Corporation as a member, 
director, officer, employee or agent of another corporation, domestic or foreign, nonprofit or for
profit, partnership, joint venture, trust or other enterprise. The foregoing rights of 
indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or agent of this Corporation. and shall inure to the benefit of the 
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such 
action, suit or proceeding survives the death of such person. 

Section I 0.2 Payment of Expenses. This Corporation may pay expenses, _including 
attorneys' fees, incmTed in defending any action, suit or proceeding ·referred to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section I 0.3 Insurance. This Corporation may purchase and maintain insurance on 

behalf of any person who is or was a Director, officer, employee or agent of this Corporation 
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when serving in an official capacity on behalf of this Corporation, or is or was serving at the 
request of this Corporation as a member, director, officer, employee or agent of another 
corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, trust or other 
enterprise, against any claim or liability asserted against such person and incurred in any such 
capacity, or arising out of such person's status as such, whether or not this Corporation would be 
required or would have the power to indemnify such person against such liability under this 
Article or otherwise. 

ARTICLE XI 

MAINTAINING A UNIFIED HEAL TH SYSTEM 

Section 11.1 Generally. In order to establish the relationships among organizations in 
the Health System which are necessary to maintain a unified system, this Corporation shall 
require that the governing document or documents of any entity of which this Corporation is the 
sole corporate member or controlling organization contain the following: 

A. Provisions which reserve to this Corporation the powers over such entity, 
as may be required by applicable Health System policies; 

B. Provisions which reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

C. Provisions which require such entity to require that the governing 
· document or documents of organizations it controls contain a provision which reserves to 
this Corporation, the powers set fo1th in these Bylaws, the governing document or 
documents of such entity or applicable Health System policies (including the System 
Authority Matrix). The tenn "governing document or documents," is used in this Article 
as a generic form to describe the organizational documents by which an entity is legally 
formed in a particular state and includes, but is not limited to, articles of incorporation, 
bylaws, governing resolution·s, articles of partnership, joint venture agreements, and any 
other document which creates or governs the organization or entity. 

Section 11.2 Exercise of Reserved Powers. All action by this Corporation as the 
corporate member or controlling entity of an Affiliate shall be by this Corporation's Board of 
Directors. 

ARTICLE XII 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 
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ARTICLE XIII 


AMENDMENTS 


These Bylaws or any part thereof may be an1ended or repealed or new Bylaws may be 
adopted by the affinnative vote of a majority of the Directors then in office. 
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Conditions to Change in Control and Governance of Seton Medical Center1 and Seton 
Coastside2 and Approval of the System Restructuring and Support Agreement by and 
among Daughters of Charity Ministry Services Corporation, Daughters of Charity Health 
System, Certain Funds Managed by BlueMountain Capital Management, LLC3

, and 
Integrity Healthcare, LLC 

I. 

These Conditions shall be legally binding on Daughters of Charity Ministry Services 
Corporation, a California nonprofit religious corporation, Daughters of Charity Health System, a 
California nonprofit religious corporation, Verity Health System of California, Inc., a California 
nonprofit public benefit corporation, St. Vincent Medical Center, a California nonprofit religious 
corporation, St. Francis Medical Center, a California nonprofit religious corporation, O'Connor 
Hospital, a California nonprofit religious corporation, Saint Louise Regional Hospital, a 
California nonprofit religious corporation, and Seton Medical Center, a California nonprofit 
religious corporation, St. Francis Medical Center of Lynwood Foundation, a California nonprofit 
religious corporation, St. Vincent Foundation, a California nonprofit religious corporation, Seton 
Medical Center Foundation, a California nonprofit religious corporation, O'Connor Hospital 
Foundation, a California nonprofit religious corporation, Saint Louise Regional Hospital 
Foundation, a California nonprofit religious corporation, Caritas Business Services, a California 
nonprofit religious corporation, Verity Business Services, a California nonprofit public benefit 

1 Throughout this document, the term "Seton Medical Center" shall mean the general acute care 
hospital located at 1900 Sullivan Ave., Daly City, CA 94015, and any other clinics, laboratories, 
units, services, or beds included on the license issued to Seton Medical Center by the California 
Department of Public Health, effective January 1, 2015, unless otherwise 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 94038-9641, 
and any other clinics, laboratories, units; services, or beds included on the license issued to Seton 
Medical Center by the California Department of Public Health, effective January 1, 2015, unless 
otherwise indicated. 

' The term "Certain Funds Managed by BlueMountain Capital Management, LLC" shall mean 
the following: BlueMountain Guadalupe Peak Fund, L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Summit 
Opportunities Fund II (US) L.P., a Delaware limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BMSB L.P., a Delaware limited partnership, by 
BlueMountain Capital Management, LLC, its investment manager, BlueMountain Foinaven 
Master Fund L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital 
Management, LLC, its investment manager, BlueMountain Logan Opportunities Master Fund 
L.P., a Cayman Island exempted limited partnership, by BlueMountain Capital Management, 
LLC, its investment manager, and BlueMountain Montenvers Master Fund SCA SICAV-SIF, a 
Luxembourg corporate partnership limited by shares, by BlueMountain Capital Management, 
LLC, its investment manager. 

1 




corporation, DCHS Medical Foundation, a California nonprofit religious 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, De Paul 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, 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, the above-listed entities whose corporate status will be changed from a California nonprofit 
religious corporation to a California nonprofit public benefit corporation, 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 Seton Medical Center and Seton Coastside, or the real 
property on which Seton Medical Center and Seton Coastside are located, any and all current and 
future owners, lessees, licensees, or operators of Seton Medical Center and Seton Coastside, and 
any and all current and future lessees and owners of the real property on which Seton Medical 
Center and Seton Coastside are located. 

These Conditions shall be legally binding on the following entities, as defined in Operating Asset 
Purchase Option Agreement, Operating Asset Purchase Agreement, Real Estate Purchase Option 
Agreement, and the Real Estate Purchase Agreement, when the closing occurs on the Operating 
Asset Purchase Agreement and the Real Estate Purchase Agreement: the Option Holders, 
Purchaser and its Affiliates, "OpCo" a Delaware limited liability company, owned directly or 
indirectly by funds managed by BlueMountain Capital Management LLC, and "PropCo" a 
Delaware limited liability company that will elect to be treated for tax purposes as a real estate 
investment trust, owned directly or indirectly by funds managed by BlueMountain Capital 
Management LLC, Integrity Healthcare, LLC, a Delaware limited liability company, Integrity 
Healthcare Blocker, LLC, a Delaware limited liability company, any other subsidiary, parent, 
general partner, limited partner, member, affiliate, successor, successor in interest, managing 
member, assignee, or person or entity serving in a similar capacity of any of the above-listed 
entities, 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 Seton Medical 
Center and Seton Coastside, or the real property on which Seton Medical Center and Seton 
Coastside is located, any and all current and future owners, lessees, licensees, or operators of 
Seton Medical Center and Seton Coastside, and any and all current and future lessees and owners 
of the real property on which Seton Medical Center and Seton Coastside is located. 

II. 

The transaction approved by the Attorney General consists of the System Restructuring and 
Support Agreement dated July 17, 2015, Amendment No. 1 to System Restructuring and Support 
Agreement, and any agreements or documents referenced in or attached to as an exhibit or 
schedule and any other documents referenced in the System Restructuring and Support 
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Agreement and Amendment No. 1 to System Restructuring and Support Agreement including, 
but not limited to: 

a. Transitional Consulting Services Agreement dated July 17, 2015; 
b. Health System Management Agreement with Integrity Healthcare, LLC; 
c. Debt Facility Commitment Letter dated July 17, 2015, signed by all the funds listed in 
footnote 2 and BlueMeridian Capital, LLC; 
d. Operating Asset Purchase Option Agreement; 
e. Operating Asset Purchase Agreement; 
f. Real Estate Purchase Option Agreement; 
g. Real Estate Purchase Agreement; 
f. Information Technology Lease Agreement; and 
g. Deposit Escrow Agreement dated July 17, 2015. 

All the entities listed in Condition I, Integrity Healthcare, LLC, a Delaware limited liability 
company, BlueMountain Capital Management, LLC, a Delaware limited liability company, and 
any other parties referenced in the above agreements shall fulfill the terins of these agreements or 
documents and shall notify and obtain the Attorney General's approval in writing of any 
proposed modification or rescission of any of the terms 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 forth in Corporations Code 
section 5917 and obtain the Attorney General's approval. 

III. 

For fifteen years from the closing date of the System Restructuring and Support Agreement, 
Seton Medical Center and Seton Coastside and all future owners, managers, lessees, licensees, or 
operators of Seton Medical Center and Seton Coastside shall be required to provide written 
notice to the Attorney General 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 Seton 
Medical Center or Seton Coastside; 

(b) Transfer control, responsibility, management, or governance of Seton Medical Center or 
Seton Coastside. The substitution or addition of a new corporate member or members of Seton 
Medical Center, Seton Coastside, or Verity Health System of California, Inc. that transfers the 
control of, responsibility for or governance of Seton Medical Center or Seton Coastside, shall be 
deemed a transfer for purposes of this Condition. The substitution or addition of one or more 
members of the governing bodies o.f Seton Medical Center, Seton Coastside, or Verity Health 
System of California, Inc., or any arrangement, written or oral, that would transfer voting control 
of the members of the governing bodies of Seton Medical Center, Seton Coastside, or Verity 
Health System of California, Inc., shall also be deemed a transfer for purposes of this Condition. 
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IV. 


For ten years from the closing date of the Definitive Agreement, Seton Medical Center shall be 
operated and maintained as a licensed general acute care hospital ( as defined in California Health 
and Safety Code Section 1250) and shall maintain, provide, and expand the following healthcare 
services at current4 Iicensure and designation with the same types and/or levels of services: 

a. 	 24-hour emergency medical services, including a minimum of 18 emergency 
treatment stations; 

b. 	 Cardiac services, including the 2 cardiac. catheterization labs, including the 
designation as a STEM! Receiving Center; 

c. 	 Intensive care and coronary care services, including a minimum of 20 intensive care 
and coronary care beds; 

d. 	 Advanced certification as a Primary Stroke Center; 
e. 	 Women's health services, Seton Breast Health Center, and women's imaging and 

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

Certification and Joint Commission Accreditation as a sub-acute unit. 

Seton Medical Center shall not place all or any portion of its above-listed licensed-bed capacity 
or services in voluntary suspension or surrender its license for any of these beds or services. 

v. 
If Seton Medical Center provides obstetrical services within ten years from the closing date of 
the System Restructuring and Support Agreement, Seton Medical Center shall also provide 
reproductive health services including such services prohibited by the "Ethical and Religious 
Directives for Catholic Health Care Services" as determined by the United States Conference of 
Catholic Bishops. 

VI. 

For at least five years from the closing date of the System Restructuring and Support Agreement, 
Seton Medical Center shall maintain and provide the following services at current licensure, 
types, and/or levels of services: 

a. 	 Gastroenterology services, including enteroscopy, endoscopy, and colonoscopy 
services; 

b. 	 Cancer services, including inpatient oncology unit, interventional radiology, 
radiation therapy, and infusion services; 

c. 	 Orthopedics and rehabilitation services, including joint replacement and spine 
care services; 

d. 	 Diabetes services, including Northern California Diabetes Institute; 

4 The term "current" or "currently" throughout this document means as of January 1, 2014. 
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e. Wound care services, including Seton Center for Advanced Wound Care; and 
f. Nephrology services, including inpatient and outpatient dialysis services. 

Seton Medical Center shall not place all or any portion of its above-listed licensed-bed capacity 
or services in voluntary suspension or surrender its license for any of these beds or services. 

VII. 

For at least ten years from the closing date of the Definitive Agreement, Seton Coastside shall 
maintain and provide the following services at current licensure, types, and/or levels of services 
at Seton Coastside: 

a. 24-hour "standby" emergency services, with a minimum of 7 treatment stations; and 
b. Skilled nursing services, including a minimum of 116 licensed skilled nursing beds. 

VIII. 

For ten years from the closing date of the System Restructuring and Support Agreement, Seton 
Medical Center and Seton Coastside shall: 

a) Be certified to participate in the Medi-Cal program; 

b) Maintain and have a Medi-Cal Managed Care contract with San Mateo Health Commission 
dba Health Plan of San Mateo or its successor to provide the same types and levels of emergency 
and non-emergency services at Seton Medical Center and Seton Coastside to Medi-Cal 
beneficiaries (both Traditional Medi-Cal and Medi-Cal Managed Care) as required in these 
Conditions, on the same terms 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 hospital coverage, unless the contract is terminated for cause. 

If Seton Medical Center or Seton Coastside questions whether it is being reimbursed on the same 
terms and conditions as other similarly situated hospitals offering substantially the same services, 
it shall notify the Attorney General's Office with at least 120 days' notice prior to taking any 
action that would effectuate any loss, interruption of service or diminution in quality, or gap in 
contracted hospital coverage or prior to giving any required notice of taking such action. 

c) Be certified to participate in the Medicare program by maintaining a Medicare Provider 
Number to provide the same types and levels of emergency and non-emergency services at Seton 
Medical Center and Seton Coastside to Medicare beneficiaries (both Traditional Medicare and 
Medicare Managed Care) as required in these Conditions. 
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IX. 


For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
Seton Medical Center, Seton Coastside shall provide an annual amount of Charity Care (as 
defined below) at Seton Medical Center and Seton Coastside equal to or greater than $1,721,301 
(the Minimum Charity Care Amount). For purposes hereof, the term "charity care" shall mean 
the amount of charity care costs (not charges) incurred by Seton Medical Center and Seton 
Coastside in connection with the operation and provision of services at Seton Medical Center and 
Seton Coastside. 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.5 Seton Medical Center 
and Seton Coastside shall use and maintain a charity care policy that is no less favorable than 
Seton Medical Center's and Seton Coastside's current charity care policy and in compliance with 
California and Federal law. The planning of, and any subsequent changes to, the charity care 
and collection policies, and charity care services provided at Seton Medical Center and Seton 
Coastside shall be decided by the Seton Medical Center and Seton Coastside Board(s) of 
Directors after consultation with the Local Governing Board(s) of Directors as set forth in 
Condition XIII. 

Seton Medical Center's and Seton Coastside's obligation under this Condition shall be prorated 
on a daily basis if the closing date of the System Restructuring and Support Agreement is a date 
other than the first day of Seton Medical Center's and Seton Coastside's fiscal year. 

For the second fiscal year and each subsequent fiscal year, the Minimum Charity Care Amount 
shall be increased (but not decreased) by an amount equal to the Annual Percent increase, if any, 
in the 12 Months Percent Change: All Items Consumer Price Index for All Urban Consumers in 
the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan Statistical Area Base 
Period: 1982-84=100" (as published by the U.S. Bureau of Labor Statistics). 

While the Health System Management Agreement with Integrity Healthcare, LLC is in effect, if 
the actual amount of charity care provided at Seton Medical Center and Seton Coastside for any 
fiscal year is less than the Minimum Charity Care Amount ( as adjusted pursuant to the above
referenced Consumer Price Index) required for such fiscal year, Seton Medical Center and Seton 
Coastside shall pay an amount equal to the deficiency as follows: 50% of the deficiency payment 
as a contribution to the Daughters of Charity Health System Retirement Plan (Defined Benefit 
Church Plan), as defined in the System Restructuring and Support Agreement, in addition to the 
contributions that are required by the amortization schedule and premium payments required 
under Employee Retirement Income Security Act of 1974 and the Internal Revenue Code of 
1986 (as amended), as set forth in section 7.3 in the System Restructuring and Support 
Agreement until the Defined Benefit Church Plan is fully funded, and 50% of the deficiency 

5 
OSHPD defines charity care by contrasting charity care and bad debt. According to OSHPD, 

"the determination 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 has the ability but is unwilling to pay off the account." 
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payment for capital expenditures as set forth in section 7.7 of the System Restructuring and 
Support Agreement for repairing and/or upgrading the hospital buildings and equipment 
including, but not limited to, seismic compliance as required in Condition XVII. Such payments 
shall be made within four months following the end of such fiscal year. 

After the closing date on the Operating Asset Purchase Agreement and the Real Estate Purchase 
Agreement, if the actual amount of charity care provided at Seton Medical Center and Seton 
Coastside for any fiscal year is less than the Minimum Charity Care Amount (as adjusted 
pursuant to the above-referenced Consumer Price Index) required for such fiscal year, Seton 
Medical Center and Seton Coastside shall pay an amount equal to the deficiency to one or more 
tax-exempt entities that provide direct health care services to residents in Seton Medical Center's 
and Seton Coastside's service area (14 ZIP codes), as defined on page 65 of the Health Care 
Impact Report, dated October 2, 2015, and attached hereto as Exhibit 1. Such payment(s) shall 
be made within four months following the end of such fiscal year. 

The 2010 Federal Affordable Care Act may cause a reduction in future needs of charity care. 
Because of the impact of the Medi-Cal expansion in California and other effects from the 2010 
Federal Affordable Care Act, the California Attorney General will consider adjusting the 
Minimum Charity Care Amount based on financial data submitted to OSHPD from time periods 
after implementation of the 2010 Federal Affordable Care Act. Any actual reduction will be · 
considered "unforeseen" for purposes of Title 11, California Code of Regulations, section 999.5, 
subdivision (h). Once Seton Medical Center and Seton Coastside submit their Annual Financial 
Disclosure Report to OSHPD for Fiscal Year 7 /1/2015 to 6/30/2016, they may seek a request for 
an amendment of the Minimum Charity Care Amount beginning for Fiscal Year 7 /1/2016 to 
6/30/2017. The Attorney General's Decision on such a request will be issued within 90 days of 
the submission of all of the information required in Title 11, California Code of Regulations, 
section 999.5, subdivision (h)(2) and all the information requested by the Attorney General's 
Office. 

x. 
For six fiscal years from the closing date of the System Restructuring and Support Agreement, 
Seton Medical Center and Seton Coastside shall provide an annual amount of Community 
Benefit Services at Seton Medical Center and Seton Coastside equal to or greater than $794,324 
(the "Minimum Community Benefit Services Amount") exclusive of any funds from grants. For 
six fiscal years, the following community benefit programs and services shall continue to be 
offered: 

a. Health Benefits Resource Center; and 
b. RotaCare Clinic. 

The planning of, and any subsequent changes to, the community benefit services provided at 
Seton Medical Center and Seton Coastside shall be decided upon by the Seton Medical Center's 
and Seton Coastside's Board(s) of Directors after consultation with the Local Governing Board 
of Directors as set forth in Condition XIII. 
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Seton Medical Center's and Seton Coastside's obligation under this. Condition shall be prorated 
on a daily basis if the effective date of the System Restructuring and Support Agreement is a date 
other than the first day of Seton Medical Center's and Seton Coastside'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 Annual 
Percent increase, if any, in the 12 Months Percent Change: All Items Consumer Price Index for 
All Urban Consumers in the San Francisco-Oakland-San Jose, CA Consolidated Metropolitan 
Statistical Area Base Period: 1982-84=100" (as published 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 Community Benefit Services Amount ( as 
adjusted pursuant to the above-referenced Consumer Price Index) required for such fiscal year, 
Seton Medical Center and Seton Coastside shall pay an amount equal to the deficiency to one or 
more tax-exempt entities that provide community benefit services for residents in Seton Medical 
Center's and Seton Coastside's service area (14 ZIP codes), as defined on page 65 of the Health 
Care Impact Report, dated October 2, 2015, and attached hereto as Exhibit 1. Such payment 
shall be made within four months following the end of such fiscal year. 

XI. 

For at least five years from the closing date of the System Restructuring and Support Agreement 
unless otherwise indicated, Seton Medical Center and Seton Coastside shall maintain its 
contracts and any amendments and exhibits thereto with the County of San Mateo for services, 
including the following: 

a) 	 Data Usage Agreements between San Mateo County and Seton Medical Center; 

b) 	 Patient Transfer Agreement between San Mateo County Medical Center and Seton 

Medical Center; 


c) 	 Agreement dated July 2013 (effective October 1, 2013) whereby the County of San 
Mateo agrees to provide financial support for Seton Medical Center in exchange for 
Seton Medical Center's agreement to maintain its role as a safety net provider in San 
Mateo County, unless otherwise terminated earlier by the County of San Mateo; 

d) 	 San Mateo ACE Program Hospital Agreement; and 

e) 	 Agreements with Local Hospitals and Healthcare Facilities Participating in the National 
Bioterrorism Hospital Preparedness Program Grant. 

8 




XII. 


Verity Medical Foundation shall continue to fulfill the terms of the following agreements and 
addendums thereto: 

a. 	 Medi-Cal Medical Services Agreement Between San Mateo Health Commission 
and Referral Provider dated May 2014; 

b. 	 Care Advantage Medical Services Agreement Between San Mateo Health 
Commission and Primary Care Physician dated July 2014; 

c. 	 Medi-Cal Medical Services Agreement Between San Mateo Health Commission 
and Primary Care Physician dated July 2014; 

d. 	 Healthworx Medical Services Agreement Between San Mateo Community Health 
Authority and Primary Care Physician dated July 2014; 

e. 	 Healthworx Medical Services Agreement between San Mateo Community Health 
Authority and Referral Provider dated June 2014; and 

f. 	 Care Advantage Medical Services Agreement Between San Mateo Health 
Commission and Referral Provider dated August 2014. 

XIII. 

For ten years from the closing date of the System Restructuring and Support Agreement, Seton 
Medical Center and Seton Coastside shall have a Local Governing Board(s) of Directors. Seton 
Medical Center's and Seton Coastside's Board(s) of Directors shall consult with the Local 
Governing Board(s) of Directors prior to making changes to medical services, community 
benefit programs, making capital expenditures including the spending of the funds for the 
"Capital Commitment" set forth in section 7.7 of the System Restructuring and Support 
Agreement and attached hereto as Exhibit 2, making changes to the charity care and collection 
policies, and making changes to charity care services provided at Seton Medical Center and 
Seton Coastside. The members of the Local Governing Board(s) shall include physicians from 
Seton Medical Center's and Seton Coastside's medical staff, Seton Medical Center's and Seton 
Coastside's Chief(s) of Staff, one member designated by the San Mateo County Board of 
Supervisors, and community representatives from Seton Medical Center's and Seton Coastside's 
service area (14 ZIP codes), as defined on page 65 of the Health Care Impact Report, dated 
October 2, 2015, and attached hereto as Exhibit 1, including 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 unless done so on an emergency basis. The Local Governing 
Board(s)'s approval is required of all reports submitted to the Attorney General regarding 
compliance with these Conditions. 
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XIV. 

Verity Health System of California, Inc. shall reserve or expend the $180 million capital 
commitment set forth in section 7.7 of the System Restructuring and Support Agreement and 
attached hereto as Exhibit 2. 

xv. 

Verity Health System of California, Inc. shall comply with the pension obligations set forth in 
section 7.3 of the System Restructuring and Support Agreement. Section 7.3 of the System 
Restructuring and Support Agreement should be amended to include the following language: 

(f) Notwithstanding any limitations set forth in the documents governing the 
Defined Benefit Church Plan, the Defined Contribution Church Plans, and the 
Multiemployer Plans, the participants of these plans have the legal right to 
enforce compliance of Section 7.3 against Verity Health System of California, 
Inc. 

XVI. 

Seton Medical Center and Seton Coastside shall maintain privileges for current medical staff 
who are in good standing as of the closing date of the System Restructuring and Support 
Agreement. Further, the closing of the Systern Restructuring and Support Agreement shall not 
change the medical staff officers, committee chairs, or independence of the Seton Medical 
Center's and Seton Coastside's medical staff, and such persons shall remain in good standing for 
the remainder of their tenure. 

XVII. 

Verity Health System of California, Inc. shall commit the necessary investments required to meet 
and maintain OSHPD seismic compliance requirements at Seton Medical Center and Seton 
Coastside through 2030 under the Alfred E. Alquist Hospital Facilities Seismic Safety Act of 
1983, as amended by the California Hospital Facilities Seismic Safety Act, (Health & Saf. Code, 
§ 129675-130070) including, but not limited to, a) construction of, completion of, and obtaining 
a Certificate of Occupancy by July 1, 2019 for a new Patient Tower at Seton Medical Center, 
with at least 104 beds for general acute care, perinatal care, and intensive care services, with at 
least 12 critical care beds and 8 perinatal beds, or b) retrofitting of and obtaining a Construction 
Final by July 1, 2019 for Seton Medical Center's current Patient Tower. 

For building a new Patient Tower, Verity Health System of California, Inc. shall submit 
Construction Documents to OSHPD by September 30, 2016, shall obtain a building permit from 
OSHPD by September 30, 2017, and shall obtain a Certificate of Occupancy from OSHPD by 
July 1, 2019. 

For retrofitting Seton Medical Center's current Patient Tower, Verity Health System of 
California, Inc. shall submit Construction Documents to OSHPD by September 30, 2016, shall 
obtain a building permit for retrofitting Seton Medical Center's current Patient Tower from 
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OSHPD by September 30, 2017, and shall obtain a Construction Final from OSHPD by July 1, 
2019. 

XVIII. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, Seton 
Medical Center's and Seton Coastside's Board(s) of Trustees shall replace Article ofIV, Section 
3, subsection (a) of its Amended and Restated Bylaws Template (attached hereto as Exhibit 3) 
with the following language: 

(a) Number and Composition. The Boards of Trustees shall generally consist of not less than 

five (5) nor more than seventeen (17) members, including: 


i) no more than 50 percent shall be members who are in good standing on the Board of 
Directors of Verity Health System of California, Inc.; 

ii) at least one-third shall be residents of San Mateo County; and 

iii) no members shall have either directly or indirectly, personally or through a family 
member have any financial relationship with BlueMountain Capital Management, LLC or any of 
its owned or managed affiliates or Integrity Healthcare, LLC, and may not serve as an officer, 
director, contractor or employee of BlueMountain Capital Management, LLC or any of its owned 
or managed affiliates, or Integrity Healthcare, LLC, any managed fund, or entity in which 
BlueMountain Capital Management, LLC has an equity stake or option to purchase, except for 
public companies wherein BlueMountain Capital Management, LLC has an interest of less than 
10%. 

Seton Medical Center's and Seton Coastside's Board(s) of Trustees shall provide a copy of its 
Amended and Restated Articles of Incorporation ( as set forth in attached Amended and Restated 
Articles Template as Exhibit 4) and Amended and Restated Bylaws within 90 days from the 
closing date of the System Restructuring and Support Agreement requiring these provisions and 
any further changes to these documents must be approved by the Attorney General. 

Within sixty days of the closing date of the System Restructuring and Support Agreement, Verity 
Health System of California, Inc. shall adopt the same Conflict of Interest Policy currently used 
by Daughters of Charity Health System and its affiliates ( attached hereto as Exhibit 5) except 
that all references to the "Corporation" in the Conflict of Interest Policy shall be amended to 
"Corporation or BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates, or Integrity Healthcare, LLC" and a portion of its "Financial Interest" definition 
section on page 2 shall be amended to state as follows: 

4. Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• Ownership or investment interest in; or 
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• Compensation arrangement with; or 

• Other economic interest in any of the following: 

i. The Corporation; or 
ii. BlueMountain Capital Management, LLC and or any of its owned or managed 
affiliates and Integrity Healthcare, LLC; or 
iii. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC has a transaction or arrangement; or 
iv. Any entity or individual with which the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC is negotiating a transaction or arrangement; or 
v. Any entity or individual that competes with the Corporation, BlueMountain Capital 
Management, LLC and or any of its owned or managed affiliates, or Integrity 
Healthcare, LLC. 

Verity Health System of California, Inc. Board of Trustees shall provide a copy of its Conflict of 
Interest Policy within 90 days from the closing date of the System Restructuring and Support 
Agreement requiring this amendment and any further changes to this document must be 
approved by the Attorney General. 

Verity Health System of California, Inc. shall provide a copy of its Amended and Restated 
Articles of Incorporation ( as set forth in attached Amended and Restated Articles Template as 
Exhibit 6) and the Amended and Restated Bylaws ( as set forth in the attached hereto Amended 
and Restated Bylaws Template as Exhibit 7) within 90 days from the closing date of the System 
Restructuring and Support Agreement and any further changes to these documents must be 
approved by the Attorney General. 

If either the Verity Health System of California, Inc.' s Board of Directors or Seton Medical 
Center's and Seton Coastside's Board(s) of Trustees provides board compensation to its 
members other than reimbursement for travel to and from board/trustees' meetings, it is required 
to obtain an fair market valuation for payment of such compensation for similarly-situated board 
of directors/trustees in the United States every two years. 

XIX. 

There shall be no restriction or limitation on providing or making reproductive health services, 
including such services prohibited by the "Ethical and Religious Directives for Catholic Health 
Care Services" as determined by the United States Conference of Catholic Bishops, available at 
Seton Medical Center and Seton Coastside, its medical office buildings, or at any of its facilities. 
There shall be no discrimination against any lesbian, gay, bisexual, or transgender individuals at 
Seton Medical Center and Seton Coastside. Both of these must be explicitly set forth in Seton 
Medical Center's and Seton Coastside's written policies, adhered to, and strictly enforced. 
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xx. 


At least thirty days prior to the closing of the Operating Asset Purchase Agreement and the Real 
Estate Purchase Agreement, Seton Medical Center Foundation shall provide to the Attorney 
General's Office an accounting of all charitable assets. Within 5 days of the Attorney General's 
approval, Seton Medical Center Foundation shall transfer all charitable assets including, but not 
limited to, all temporary and permanently restricted funds to the California Community 
Foundation. 

a) The funds from Seton Medical Center Foundation, if not previously restricted to 
support a specific charitable organization, will be deposited into the California 
Community Foundation's Seton Medical Center Fund, and used to support nonprofit tax
exempt charitable organizations, clinics and facilities in providing healthcare services to 
residents of Seton Medical Center's and Seton Coastside's service area (14 ZIP codes), as 
described on page 65 in the Healthcare Impact Report authored by Medical Development 
Specialists, LLC, dated October 2, 2015. (Exhibit 1.) The donated funds shall be 
maintained and used for the purposes specified herein for a period of at least five years. 

b) If there are funds from Seton Medical Center Foundation previously restricted to 
support a specific charitable organization, such funds shall be deposited into a fund or 
funds at California Community Foundation restricted to continuing support for such 
charitable organization or organizations. Such funds are protected against 
obsolescence. If the purposes of any restricted fund become unnecessary, incapable of 
fulfillment, or inconsistent with the charitable needs of the community served by 
California Community Foundation, California Community Foundation's Board of 
Directors shall have the ability to modify any restriction or condition on the use such 
fund. 

XXI. 

For eleven fiscal years from the closing date of the System Restructuring and Support 
Agreement, Seton Medical Center and Seton Coastside shall submit to the Attorney General, no 
later than four months after the conclusion of each fiscal year, a report describing in detail 
compliance with each Condition set forth herein. The Chairman(s) of the Board(s) of Directors 
of Seton Medical Center and Seton Coastside and the Chief Executive Officer(s) at Seton 
Medical Center and Seton Coastside shall each certify that the report is true, accurate, and 
complete and provide documentation of the review and approval of the report by the Seton 
Medical Center's and Seton Coastside's Board(s) of Directors and the Local Governing 
Board(s). 
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XXII. 


At the request of the Attorney General, all parties listed in Condition I, Integrity Healthcare, 
LLC, a Delaware limited liability company, BlueMountain Capital Management, LLC, a 
Delaware limited liability company, and any other parties 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 terms 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 information so produced to the extent that such information 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. 

XXIII. 

Once the System Restructuring and Support Agreement is closed, all parties listed in Condition I, 
Integrity Healthcare, LLC, a Delaware limited liability company, BlueMountain Capital 
Management, LLC, a Delaware limited liability company, and any other parties referenced in the 
agreements listed in Condition II are deemed to have explicitly and implicitly consented to the 
applicability and compliance with each and every Condition and to have waived any right to seek 
judicial relief with respect to each 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 remedies the Attorney General may 
have, the Attorney General shall be entitled to specific performance, injunctive relief, and such 
other equitable 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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EXHIBIT 1 




SERVICE AREA PATIENT ORIGIN MARKET SHARE BY ZIP CODE: 2014 
Total %of Cumulative %of Total Area Market 

ZIP Codes Comm unit Discharges Dischar es Discharges Discharges Share 
94015 ........ DalyCitv ... .1,675 .. .2.~-·.!%.... 25.. 1% i,508 .. .... 37,2% ..... 
.94.01.4.. DalyCit:y _l,,061 15,9.% 41.0% 3,:154 32,6% 
94080 So~.t~..s~ !"-Et~. rici ~~-Q ._ 991 J.4_,9%... 55,9% .5,118 ....1.9,4% .. 
9.40.44.. Pacifi~.a. . 7.14 lQ.7.% 66,9% .2,996 ..2.3...8.%. 
94066 San Bruno 339 5.1% 71.6% 3,503 9.7% 

9,H12 .. -~_an l:~aJJC:.l.~_c9 3q5 _4.§.%.. .. ]6.2% .6,7§:'; 4.5% 
94134 Sa!) Fr.c1n~is_~() 128 1.9% .. 78,1% :3,§92 .. ----~·?o/~------
9.41.32 ....$a_n"franc::J$c.o ..... .JJ6 ... 1...Z%... ....79,9%.... . J,850 6,3.% . 
94019 Half Moon Bay 61 0.9% 8.0.8% 1,115 5.5% 


94005 ..... Bris.bane ... 38 o.. 6.%... ........ 81..4% ... .. }43 11,1%..... 

94038 Moss Beach. 34 0.5% 81.9% 243 14.0% 


9.4.018 .....EJ .Gr.a.n.a <:la .. +9 03.%. 82,i% .. . 230 -~!-~% 

94037. M()rl_!a ra 13 .... .0,2.%... 132 ..3.% 165 7.9% 

94017 Dal Ci 10 0.1% 82.5% 47 21.3% 

Subtotal 5,504 82.5% 82.5% 33,829 163% 


Other ZIPs 1,168 17.5% 100% 


Total 6,672 100.0% 

Note: Excludes normal newborns 

Source: OSHPD Patient Discharge Database 

ANALYSIS OF THE HOSPITAL'S SERVICE AREA 

Service Area Definition 

The Hospital's service area is comprised of 14 ZIP Codes, from which approximately 83% of its 
discharges originated in 2014. Approximately 67% of the Hospital's discharges came from the 
top four ZIP Codes, located in Daly City, South San Francisco, and Pacifica. In 2014, the 
Hospital's market share in the service area was 16% based on inpatient discharges. 
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No such patient shall be turned away because of age, race, religion, gender, sexual orientation, 
payment source or inability to pay. 

(c) For a period of not less than five (5) years following the Effective Time,. 
Integrity acknowledges that DCHS will maintain the existing chapels at the Hospitals to be used 
for the celebration of Catholic mass and other religious services, and provide an appropriately 
staffed and funded pastoral care service at the Hospitals. 

7.7 Capital Commitment. After the Closing, DCHS shall reserve or expend the 
following amounts for capital expenditures in each of the successive five (5) years immediately 
following the Closing Date: $40,000,000.00 in each of the first three (3) years immediately 
following the Closing Date, and $30,000,000.00 in each of years 4 and 5 immediately following 
the Closing Date. Notwithstanding the preceding sentence, in the event that within the first five 
years post-Closing, one or more of the Hospitals is sold or otherwise disassociated from DCHS, 
any remaining annual Capital Commitments of the remaining DCHS thereafter as set forth 
above, shall be reduced pro-rata based on the net reven~e for such sold or disassociated 
Hospital(s) as included in the most recently completed audited income statement. 

7.8 Intellectual Property. 

(a) Except as permitted under Section 6.13 of this Agreement, Integrity 
hereby covenants and agrees not to use the Hospital Trademarks in any manner or in any 
medium or form that includes or incorporates any Retained Marks (including, without limitation, 
the DCHS Names). Integrity further hereby covenants and agrees that all marketing and 
advertising using the Hospital Trademarks after the Effective Time will be in a form that 
integrates the use of the name "Integrity Health System, Inc." or similar branding in connection 
with the use of such Hospital Trademarks in such marketing or advertising materials. 

(b) Except as permitted under Section 6.13, Integrity covenants not to use the 
Retained Marks or any marks or domain names that are confusingly similar to the Retained 
Marks, or any other Retained IP, in any manner and in any medium. 

(c) Except as permitted under Section 6.13, Integrity shall, as of the Effective 
Time, (i) discontinue the use of all corporate and trade names, letterhead and business cards that 
contain any Retained Marks (including, without limitation, the DCHS Names), (ii) use 
commercially reasonable effo1is to file appropriate name change amendments with the California 
Secretary of State, (iii) use commercially reasonable efforts to promptly replace or modify all 
exterior and interior fixtures that contain or comprise building signs to remove completely any 
Retained Marks (including, without limitation, the DCHS Names), and (iv) shall not 
subsequently change such names to (or otherwise use or employ) any names which contain any 
Retained Marks.(including, without limitation, the DCHS Names). 

7.9 Actions Related to Legal Opinion from Bond Counsel. BlueMountain agrees to 
cooperate with and provide Orrick, Herrington & Sutcliffe LLP ("Orrick") with all requested 
documentation in order to complete the opinion described in Section 8.9, including a 501 (c)(3) 
opinion from a firm acceptable to Orrick, and BlueMountain shall obtain any valuations 
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DRAFT TEMPLATE 


AMENDED AND RESTATED 


BYLAWS OF 


[NAME] 


[HOSPITAL][MEDICAL CENTER] 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles oflncorporation. 


ARTICLE II 


DEFINITIONS 

Section 1. Definitions. These Bylaws contain the terins "Affiliate" and "Health 
System." These terms are also used in the bylaws of other entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 

· full effect to the intent of Article XIII of these Bylaws. 

(a) Affiliate. The term "Affiliate" shall mean, individually, each organization 
that is controlled, directly or indirectly, by Verity Health System of California, Inc., a California 
nonprofit public benefit corporation ("Verity"), or by another organization controlled by Verity. 
As used in this definition, "control" shall mean (a) the status of sole corporate memoer of an 
organization; or (b) the authority to appoint, elect or approve at least a majority of the governing 
body of an organization. 

(b) Corporate Member. The term "Corporate Member" shall mean Verity. 

(c) Corporation. The term "Corporation" shall mean [NAME] Medical 
Center. 

(d) Health System. The term "Health System" shall mean, collectively, 
Verity, this Corporation and the Affiliates of Verity and the Corporation. 

(e) Subsidiary. "Subsidiary" shall mean an Affiliate that is under the direct 
control of another Affiliate. 

(f) System Authority Matrix. The term "System Authority Matrix" shall mean 
the document as in effect from time to time which sets forth the respective responsibilities and 
authorities for Health System operations and decision making. 

52829802_3Error! Unknown document property name. 



Section 2. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given them in the California 
Nonprofit Corporation Law. 

ARTICLE Ill 

PURPOSES 

Section l . Purposes. The purposes of this Corporation are set out in its Articles of 
Incorporation as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section J. Principal Office. The principal office of this Corporation shall be in the 
County of [County), State of California. 

Section 2. Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

CORPORATE MEMBERSHIP 

Section l. Corporate Membership. The sole member of this Corporation is Verity, 
acting through its Board of Directors or otherwise as provided in A1iicle XIII, Section 2 of these 
Bylaws or the California Nonprofit Corporation Law. 

Section 2. Rights and Powers of the Co!J)orate Member. As the sole member of this 
Corporation under the California Nonprofit Corporation Law, the Corporate Member has all 
corresponding statutory rights and powers of membership. In addition, the Corporate Member 
has the power (which are termed the "Reserved Powers" of the Corporate Member) to take or 
approve the following actions: 

(a) Approve or change the mission, role and purpose of this Corporation; 

(b) Amend the Bylaws and A1iicles of Incorporation of this Corporation; 

(c) Authorize the Board of Directors to amend the bylaws, articles of 
incorporation or other organizational _documents of any Affiliate; 

(d) Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct Affiliate of 
this Corporation; 

(e) Fix the number and appoint and remove the_ Directors of this Corporation: 

2 
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(f) Appoint and remove the Chairperson of the Board and the President and 
Chief Executive Officer of this Corporation and of each direct Affiliate or Subsidiary of this 
Corporation; 

(g) Approve the merger, consolidation, reorganization or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

(h) Approve the acquisition, sale, lease, mortgage, transfer or other alienation 
of real or personal property of this Corporation other than in accordance with the System 
Authority Matrix; 

(i) Approve the capital and operating budgets of this Corporation or of any 
Affiliate controlled by this Corporation; 

(j) Approve the incunence of debt or guaranties of this Corporation other 
than in accordance with the System Authority Matrix; 

(k) Establish policy concerning quality of care and· services for the 
Corporation and to approve any such policies of this Corporation that are inconsistent with the 
System Authority Matrix; 

(I) Establish policy and procedures concerning finance and resources for the 
Corporation and to approve any such policies or procedures that are inconsistent with such 
policies or procedures; 

(m) Establish criteria for the long-range financial and strategic plans of the 
Corporation and to approve any such plans; 

(n) Establish an internal auditing program and approve any material element 
of the internal auditing program for this Corporation that is inconsistent.with the internal auditing 
program established by the Corporate Member; 

(o) Approve capital expenditures by this Corporation or for any Affiliate 
controlled by this Corporation other than in accordance with the System Authority Matrix; 

(p) Approve the transfer of ftmds, by gift or loan, between this Corporation 
and one or more other Affiliates of Verity and this Corporation or to any other person or entity 
other than in accordance with System Authority Matrix; and 

(q) Approve any other action by this Corporation or for any Affiliate 
controlled by this Corporation that has been established by resolution of the Corporate Member 
as requiring its approval, including, but not limited to, any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or Joan agreement to which this 
Corporation or any Affiliate controlled by this Corporation is a party. 

Section 3 .. Voting Bv Proxy. The Corporate Member may not vote by proxy. 
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Section 4. Appointment of Officer or Director or Others to Act on Behalf of 
Corporate Member. Subject to applicable law and the articles of incorporation and bylaws of the 
Corporate Member, the Corporate Member's board of directors may, by resolution, appoint one 
of more officers or directors of the Corporate Member or one or more other persons to act on its 
behalf: in its capacity as Corporate Member of this Corporation. 

Section 5. Annual Meeting. A meeting of the Corporate Member shall be held 
annually for the purpose of appointing directors and to transact such other business as may be 
brought before such meeting. The annual meeting of the Corporate Member shall be held at such 
time and place as the board of directors of the Corporate Member determine from time to time. 

Section 6. Action by Written Consent. Any action required or permitted to be taken 
at a meeting (whether annual, regular or special) by the Corporate Member under any provision 
of Jaw, the Articles of Incorporation or these Bylaws may be taken without a meeting if the 
Corporate Member consents to such action in ·writing. Each such written consent shall be filed 
with the 111inutes of the proceedings of the Corporation. Such action by written consent shall 
have the same force and effect as a vote of the Corporate Member. Any certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Corporate 
Member without a meeting shall state that the action was taken by written consent of the 
Corporate Member without a meeting and that the Bylaws of the Corporation authorize the 
Corporate Member to so act. 

ARTICLE VJ 

BOARD OF DIRECTORS 

Section l. Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the Reserved Powers of the Corporate Member, the System 
Authority Matrix and the laws of the State of California, the activities and affairs of this 
Corporation shall be managed and conducted and all corporate powers shall be exercised by or 
under the direction of this Corporation's Board of Directors. To facilitate the management and 
conduct of this Corporation's activities and affairs, the Board of Directors shall establish 
corporate policies for, and formulate the basic rules and regulations governing the operation and 
management of, this Corporation and generally oversee and be responsible for the quality of care 
and the planning of services rendered by this Corporation. The Board of Directors may delegate 
the management and conduct of this Corporation's activities and affairs to any person or persons, 
management company, or committee however composed, provided that no delegation of 
authority by the Board of Directors to the Chief Executive Officer (as defined in Article VIII, 
Section 4 below), or anyone else, shall preclude the Board of Directors from exercising the 
authority required to meet its governance responsibility for the management and conduct of this 
Corporation's activities and affairs; and provided, fmiher, that any delegation of powers of the 
Board may be made only to a committee of the Board consisting only of directors and shall be 
subject to the further limitations on Board committees set fo1ih in Article IX, Section 1 of these 
Bylaws. The Board of Directors shall.retain the right to rescind any such delegation. 

Section 2. Reserved Powers of Verity as the Corporate Member; Final Action. 
Certain actions of the Board of Directors are subject to the Reserved Powers of Verity, acting in 
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its capacity as the Corporate Member of this Corporation, as set forth above in Article V of these 
Bylaws. Action by the Board of Directors of this Corporation that is subject to the approval of 
the Corporate Member pursuant to the Reserved Powers of the Corporate Member shall become 
final, binding action of the Corporation when such action has been approved or ratified by final 
action of the Corporate Member acting in accordance with these Bylaws arid the bylaws of the 
Corporate Member. 

Section 3. Number and Qualification. 

(a) The Board of Directors shall consist of not less than three (3) nor more 
than seventeen (17) members, including at least one (]) person who is a member in good 
standing of the Board of Directors of Verity. 

(b) The President and Chief Executive Officer of the Corporate Member shall 
serve as a member of the Board, ex officio. 

(c) Restriction on Interested Directors. Not more than forty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested persons 
within the meaning of Section 5227 of the California Nonprofit Public Benefit Corporation Law. 
An interested person is (i) any person cun-ently being compensated by this Corporation for 
services .rendered to it within the previous twelve (12) months, whether as a full-time or part
time employee, independent contractor or otherwise, but excluding any reasonable compensation 
paid to a Director as Director; or (ii) any brother, sister, ancestor, descendant, spouse, brother-in
law, sister-in-law, son-in-law, daughter-in-law, mother-in-law, or father-in-law of any such 
person. However, any violation of the provision of this Section shall not affect the validity or 
enforceability of any transaction entered into by this Corporation. 

Section 4. Auuointment by Coroorate Member. The Directors shall be appointed by 
Verity at each ammal meeting of the Corporate Member. 

Section 5. Term. Each Director (other than the President and Chief Executive Officer 
of the Corporate Member) shall hold office for a term of one (1) year or such other period set by 
the Corporate Member or until a successor is appointed and qualified or until such person sooner 
dies, resigns, is removed or becomes disqualified. 

Section 6. · Removal and Filling of Vacancies. The Board of Directors may declare 
vacant the office of a Director who has been declared of unsound mind by a final order of comt 
or convicted of a felony or who has missed more than half of the meetings of the Board of 
Directors during any twelve-month period other than by reason of illness, or who has been 
found, by a final order or judgment of any court, to be in breach of any duty owed to the 
Corporation under Sections 5230-5239 of the California Nonprofit Public Benefit Corporation 
Law. In the event that such office is declared vacant, a new Director to fill the unexpired portion 
of the term of the Director whose office was declared vacant shall be appointed by the Corporate 
Member. 

Section 7. Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, the President or the Secretary 
or to the Board of Directors of the Corporation at its principal office; provided that, except upon 
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notice to the Attorney General, no director may resign if the Corporation would then be left 
without a duly elected Director or Directors in charge of its affairs. Such resignation shall be 
effective upon receipt unless specified to be effective at some other time. 

Section 8. Fees and Compensation. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958). if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Corporate Member. · Directors may receive compensation from the corporation for 
services rendered to it, subject to the restriction on interested Directors as set forth in Section 
3( c) above of this Article VI. 

Section 9. Self-Dealing Transactions. This Corporation shall not enter into self-
dealing transactions. Except as provided in Section 9(a) of this Article VI, for the purpose of this 
Section, a self-dealing transaction means a transaction to which this corporation is a party and in 
which one or more of the members of its Board of Directors or officers has a material financial 
interest and which does not meet the requirements of Sections 9(b) or 9(c) of this A11icle VI. 
Such a member of the Board of Directors is an "interested director" for the purpose of this 
Section." 

(a) Exceptions. The prov1s1011s of this section do not apply to any of the 
following: 

(i) An action of the Board of Directors fixing the compensation of a 
member ofthe Board of Directors as an officer of this corporation. 

(ii) A transaction which is paii of a public or charitable program of this 
corporation if it (i) is approved or authorized by this co11Joration in good faith and without 
unjustified favoritism and (ii) results in a benefit to one or more members of the Board of 
Directors or their families because they are in the class of persons intended to be benefited by the 
public or charitable program. 

(iii) A transaction, of which the interested director or directors have no 
actual lrnowledge, and which does not exceed the lesser of one percent of the gross receipts of 
this corporation for the preceding fiscal year or one hundred thousand dollars ($100,000). 

(b) Prior Board of Directors Approval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(i) This Corporation entered into the transaction for its own benefit; 

(ii) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(iii) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote of a majority of 
the members of the Board of Directors then in office without counting the vote of the interested 
director or directors, and with lrnowledge of the material facts concerning the transaction and the 
director's interest in the transaction. Interested directors may be counted in determining the 
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presence of a quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Section 9(c )(i) of this Article VI, action 
by a committee of the Board of Directors shall not satisfy this paragraph; and 

(iv) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith detem1ined after reasonable investigation under the 
circumstances that this corporation could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances or (ii) this corporation in fact could not have 
obtained a more advantageous arrangement with reasonable effort under the circumstances. 

(c) Subsequent Board of Directors Approval. This Corporation may enter 
into a self-dealing transaction if all of the following facts are established: 

(i) A connnittee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in Section 9(b) of 
this A1ticle VI; 

(ii) It was not reasonably practicable to obtain approval of the Board 
of Directors prior to entering into the transaction; and 

(iii) The Board of Directors, after detennining in good faith that the 
conditions of subparagraphs (i) and (ii) of this subsection (c) were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the Board of Directors 
then in office without counting the vote of the interested director or directors. Interested 
directors may be counted in determining the presence of a quorum at a meeting of the Board of 
Directors which authorizes, approves or ratifies the contract or transaction. 

ARTICLE VII 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 1. Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that . 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 2. Ammal Meeting. As soon as reasonably practicable, but no later than 
sixty ( 60) days after the arnmal meeting of the Corporate Member, the Board of Directors shall 
bold an ammal meeting for the purpose of organizing the Board, electing the officers and the 
transaction of such other business as may come before the meeting. The date of the annual 
meeting shall be fixed by resolution. No notice of the ammal meeting of the Board of Directors 
need be given. 

Section 3. Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Corporate Member may fix by resolution from time to time. No notice 
of regular meetings of the Board of Directors need be given. 

7 
52829802_3Error! Unknown document property name. 



Section 4. Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation, or by the Corporate Member. 

Section 5. Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication (including e-mail), addressed to such 
Director at her or his address as it is shown on the records of this Corporation. Such notice, if 
mailed, shall be mailed at least seventy-two (72) hours prior to the time of the meeting. or if 
delivered personally, telephonically or telegraphically or by e-mail, shall be received at least 
forty-eight ( 48) hours prior to the time of the meeting. 

Section 6. Waiver of Notice. Notice of a meeting need not be given to any Director 
who signs a waiver of notice or a written consent to bold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 7. Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors meeting to another time 
and place. The act of a majority of the Directors present at any meeting at which there is a 
quorum shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for -such meeting. 

Section 8. Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors may be taken .without a meeting if all of the Directors individually or 
collectively shall consent in writing to such action. Such written consent or consents shall be 
filed with the minutes of the proceedings of the Board. Such action by written consent shall have 
the same force and effect as the unanimous vote of such Directors. An~' certificate or other 
document filed on behalf of this Corporation relating to an action taken by the Board without a 
meeting shall state that the action was taken by written consent of the Board of Directors without 
a meeting and that the Bylaws of the Corporation authorize its Directors to so act. 

Section 9. Telephonic Meeting. Directors may participate in a meeting of the Board 
through the use of conference telephone or similar communication equipment, as iong as all 
Directors pmticipating in such meeting can bear one another. Patticipation in this manner shall 
constitute presence in person at such meeting. 

Section 10. Prohibition Al!ainst Votirn, by Proxy. Directors may not vote by proxy. 
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ARTICLE VIll 

CORPORATE OFFICERS 

Section 1. Officers. 

(a) The officers of this Corporation shall include a Chairperson of the Board, 
a Vice Chairperson of the Board, a President and Chief Executive Officer ("CEO"), a Chief 
Financial Officer ("CFO"), a Secretary and a Chief Medical Officer ("CMO"), all of whom shall 
be selected in accordance with the provisions of this Article VIII. Neither the Chairperson of the 
Bciard nor the President/CEO may serve concwTently as the Secretary or CFO of this 
Corporation. 

(b) The officers of this Corporation shall be appointed by the Corporate 
Member. Each shall hold office until her or his resignation or removal, other disqualification to 
serve or w1til her or his successor shall be elected and qualified. 

(c) The Board of Directors may appoint such additional officers from among 
the members of the Board of Directors (including, for example, one (1) or more assistant 
Secretaries), as the business of this Corporation may require, each of whom shall serve for such 
period, have such authority and perform such duties as the Board of Directors from time to time 
may authorize. 

Section 2. Removal of Officers. Any officer, other than the Chairperson of the Board, 
the President and CEO, the CFO and the CMO, may be removed, with or without cause, by a 
majority of Directors then in office, at any regular or special meeting of the Board. The 
Chairperson of the Board may be removed, with or without cause, only by the Corporate 
Member, and the President/CEO may be removed, with or without cause, only by the Corporate 
Member after consultation with the Board of Directors of this Corporation and the 
President/CEO of the Corporate Member. The CMO may be removed, with or without cause, 
only by the President/CEO of this Corporation with the concun-ence of the President/CEO of the 
Corporate Member after consultation with the Board of Directors of this Corporation. The CFO 
may be removed, with or without cause, only by the President/CEO of this Corporation with the 
concunence of the Chief Financial Officer of the Corporate Member after consultation with the 
Board of Directors of this Corporation. If a vacancy occurs in· any office as a result of death, 
resignation, removal, disqnalification or any other cause, the Board of Directors may delegate the 
powers and duties of such, office, except as otherwise provided in these Bylaws, to any officer or 
to any Director until such time as a successor for such office has been appointed. Any officer 
who is also a Director shall be automatically removed as such an officer upon her or his removal 
as a Director in accordance with the provisions of Article VI, Section 6 of these Bylaws. 

Section 3. Chaimerson of the Board. The Chairperson of the Board shall be 
appointed by the Corporate Member in connection with the appointment of the Directors. The 
Chairperson of the Board shall have the powers and duties usually associated with such office. 
The Chairperson of the Board shall preside over meetings of the Board of Directors, supervise 
activities of the Board, and serve as an ex officio voting member of all Board committees. 
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Section 4. President and Chief Executive Officer. The President/CEO shall be the 
chief executive officer of this Corporation, shall be an employee of Verity, and shall serve as a 
member of the Verity executive team. The President/CEO shall be appointed by the Corporate 
Member after consultation with this Corporation's Board of Directors and the President/CEO of 
the Corporate Member. He or she shall serve such term as may be determined by the Board of 
Directors. He or she shall report to and be accountable to this Corporation's Board of Directors 
and to the President/CEO of the Corporate Member and shall have general supervision, direction 
and control of the business, employees and independent contractors of this Corporation and shall 
be held responsible for the proper functioning and management of this Corporation. The 
President/CEO shall possess the degree ofeducation and experience appropriate to the proper 
discharge of these responsibilities and, if a management or employment agreement may be in 
effect, meet all of the requirements set forth in the management or employment agreement. The 
President/CEO may sign, with the Secretary or any other officer of this Corporation as 
authorized by this Corporation's Board of Directors, any instrument which this Corporation's 
Board of Directors has authorized to be executed. The Chairperson of the Board of this 
Corporation and the President/CEO of the Corporate Member shall initiate and conduct periodic 
performance reviews of the President/CEO of this Corporation, taking into account the advice 
and comments of this Corporation's Board of Directors. Subject to the control of this 
Corporation's Board of Directors and the direction of the Corporate Member, the President/CEO 

.. shall organize the administrative functions of this Corporation, delegate duties and establish 
formal means of accountability on the paii of her or his subordinate officers. The President/CEO 
shall have the general powers and duties of management usually vested in the chief executive 
officer under the California Nonprofit Public Benefit Corporation Law and shall have other 
powers and duties as may be prescribed by this Corporation's Board of Directors, these Bylaws, 
and the policies of the Corporate Member. 

Section 5. Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfo1111 all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or CFO, to act as Chairperson of the Board. 

Section 6. Secretary. The Secretary shall be appointed initially by the Corporate 
Member and thereafter shall be elected from among the Directors and shall keep or cause to be 
kept at the principal office or at such other place as the Board of Directors may determine, a 
book of minutes of all meetings of the Directors, whether annual, regular or special, with the 
time and place of the meeting, the notice given, the names of those present at the meeting, the 
proceedings thereat and, if a special meeting, how it was authorized. The Secretary shall give or 
cause to be given notice of all meetings of the Board of Directors required by these Bylaws or by 
law. The Secretary shall have such other powers and perform such other duties as may be 
prescribed by the Board of Directors or these Bylaws. 

Section 7. Chief Financial Officer. The CFO shall and according to the direction of 
the Board of Directors and the President/CEO, keep and maintain, or cause to be kept and 
maintained. adequate and correct books and records of accounts of the properties and business 
transactions of this Corporation, including accounts of its assets, liabilities, receipts, 
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disbursements, gains, losses and capital. The CFO shall deposit all monies and other valuables 
in the name and to the credit of this Corporation with such depositaries as may be designated by 
the Board of Directors. The CFO shall disburse the funds of this Corporation as may be ordered 
by the Board of Directors, shall render to the President/CEO, the Directors or the Chief 
Financial Officer of the Corporate Member, whenever they request it, an account of all 
transactions and of the financial condition of this Corporation, and shall have other powers and 
perform such other duties as may be prescribed by the Board of Directors or these Bylaws. 
The CFO shall be appointed by and subject to removal by the President/CEO of this Corporation 
as a corporate employee with the concurrence of the Chief Financial Officer of the Corporate 
Member after consultation with the Board of Directors of this Corporation. He or she shall serve 
such term as may be determined by the Board of Directors. He or she shall report to and be 
accountable to the President/CEO of this Corporation and the Chief Financial Officer of the 
Corporate Member. 

Section 8. Chief Medical Officer. The CMO shall have administrative oversight over 
the clinical programs and related activities of each chapter of this Corporation. The CMO shall 
manage physician relationships and clinical provider staff, including the provision of physician 
support services, the conduct of physician outreach activities and this Corporation's 
participation in education and research activities. In addition, the CMO shall coordinate clinical 
quality standards. The CMO shall be appointed by and shall be subject to removal by the 
President/CEO of this Corporation with the concurrence of the President/CEO of the Corporate 
Member after consultation with the Board of Directors of this Corporation, and shall report to 
and be accountable to the Board of Directors of this Corporation and to the President/CEO of 
this Corporation and the President/CEO of the Corporate Member. 

Section 9. Reporting Relationship of Certain Coroorate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Cotmsel shall report to and be accountable to the Board of 
Directors and the President/CEO and each of them shall be entitled to confidential access to the 
Chairperson and other members of the Board of Directors as necessary or advisable to carry out 
such person's duties in such position. 

Section 10. Resignation. Any officer may resign at any time by giving written notice 
to this Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
acceptance of the resignation is without prejudice to the rights, if any, of this Corporation under 
any contract to which the officer is a party. 

Section 11. Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled -in the manner prescribed in these 
Bylaws for regular appointments to that office. 
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ARTICLE IX 


COMMITTEES 

Section 1. Generally. 

(a) The Board of Directors may by resolution establish (]) Committees of the 
Board which shall have legal authority to act for this Corporation, subject to the authority of any 
Health System-wide committees appointed by Verity, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all committees shall serve at the pleasure of the 
Board. Any Committee of the Board which shall have legal authority to act for this Corporation, 
to the extent provided in a resolution of the Board adopted by a majority of the Directors then in 
office, shall have all authority of the Board, except with respect to: 

(i) 	 The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require 
approval of the Corporate Member, or a majority of this 
Corporation's Board of Direct01:s; 

(ii) 	 The filling of vacancies on the Board of Directors or on any 
committee that has the authority of the Board; 

(iii) 	 The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or 
repealable; 

(iv) 	 The appointment of other Committees of the Board or members 
thereof; or 

(v) 	 The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit 
Corporation Law. 

(b) The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such prescription, 
such committee shall have the power to prescribe the manner in which its proceedings shall be 
conducted. Unless these Bylaws, the Board or such committee shall otherwise provide, the 
regular and special meetings and other actions of any committee shall be governed by the 
provisions of Article VII of these Bylaws. Each committee shall keep minutes of its proceedings 
and shall repmi the same to the Board from time to time, as the Bciard of Directors may require. 
The Board of Directors shall review the chaiier of each committee governed by a charter at least 
once every two years. 

Section 2. Committees of the Board. Only Directors may be appointed as members of 
Committees of the Boai·d. Each Committee of the Board shall consist of two or more Directors. 
The Chairperson and members of Committees of the Board shall be appointed by the Board of 
Directors by resolution adopted by a majority of the Directors then in office. The Board may 
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designate one or more Directors as alternate members of any such committee, who may replace 
any absent member at any meeting of the committee. 

Section 3. Advisory Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 4. Executive Committee. 

(a) There may be an Executive Committee which, if established, shall consist 
of some such members of the Board of Directors as the Board may designate. The Chairperson 
of the Executive Committee shall be the person then serving as Chairperson of the Board. The 
Executive Committee shall have authority to act for this Corporation, subject to the provisions of 
Section 1 of this A1iicle. 

(b) The establishment of an Executive Cmmnittee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual Director of any 
responsibility imposed on it or him or her by law, by the A1iicles of Incorporation of this 
Corporation or these Bylaws. 

(c) The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Conunittee shall be given to its 
members and no act of the Executive Committee shall be valid unless approved by the vote of a 
majority, or by the unanimous written consent, of its members. 

Section 5. Finance Committee. The Finance Committee shall be fill Advisory 
Committee and shall operate in accordance with a charter adopted by the Board of Directors as in 
effect from time to time. It shall consist of not fewer than four members, all of whom shall be or 
shall be capable of becoming familiar with basic financial statements and accounting principles, 
and all of whom shall be deemed by the Board of Directors to be free of any relationship that 
would interfere.with independent judgment. The members of the Committee shall include the 
President filld Chief Executive Officer of the Corporation, the Treasurer of the Corporation, the 
Chief Financial Officer of the Corporate Member, and at least one other person who is not fill 
officer of the Corporation. The Committee shall have general surveillance over the finances of 
the Corporation, shall approve the filnmal budget of and any finfil1cial statements prepared by the 
Corporation, and .shall make regular repmis filld recommendations to the Board of Directors. If 
there is no separate Audit Committee, the Finance Committee shall be responsible for 
performing the functions of the Audit Committee as set fmih in these Bylaws. 

Section 6. Audit Committee. The Audit Committee shall be an Advisory Committee 
and shall operate in accordance with a charter adopted b); the Board of Directors as in effect 
from time to time. It shall consist of not fewer than three members, all of whom shall be or shall 
be capable of becoming familiar with basic financial statements and accounting principles, and 
all of whom shall be deemed by the Board of Directors to be free of any relationship that would 
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interfere with independent judgment. The Committee shall meet quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all members 
who are employees of the Corporation or any Affiliate controlled by the Corporation. The 
Committee shall have general surveillance over the auditing of the financial records of the 
C01voration, shall approve the financial statements prepared by the Corporation, and shall make 
regular reports and recommendations to the Board of Directors, all subject to the authority of the 
audit committee of Verity or any Health System-wide audit committee that may be established 
by Verity from time-to0 time. 

Section 7. Quality and Patient Safety Committee. The Quality and Patient Safety 
Committee shall be an Advisory Committee and shall operate in accordance with a charter 
adopted by the Board of Directors as in effect from time to time. The Quality and Patient Safety 
Committee shall consist of not fewer than three members, all of whom shall be or shall be 
capable of becoming familiar with basic issues and requirements affecting the quality · 
performance of acute-care hospital_s. At least one member of the Committee shall be a Director, 
and at least one shall be the Chief Medical Officer of the Corporation or. if none exists, the Chief 
of Staff or other senior physician practicing in a facility affiliated with the Corporation, 
appointed by the Board of Directors, and the President and Chief Executive Officer of the 
Corporation and the Vice President of Quality of the Corporate Member shall be each a member 
ex officio with vote. The Quality and Patient Safety Committee shall meet a minimum of six 
times a year, shall present regular reports to the Board of Directors and shall oversee the 
establishment and implementation of an ongoing quality assurance program in accordance with 
its charter, including, for example and without limitation: review of reports from the 
administration and the medical staff of the C01voration addressing quality performance, 
assessment of the impact of the Committee's oversight on quality performance, review of 
information regarding patient experience; evaluation of the adequacy of resources allocated to 
quality improvement, and monitoring ofpa1iicipation in national quality improvement eff01is. 

Section 8. Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 9. Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 10. Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than two (2), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act of a majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 
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ARTICLEX 

MEDICAL STAFF 

Section I. Organization. Appointments and Hearings. 

(a) The Corporation shall maintain an organized medical staff that is 
accountable to the Board of Directors. The Board of Directors shall have the ultimate authority 
and responsibility for the oversight and delivery of health care rendered by all licensed 
independent practitioners and other practitioners granted practice privileges at health facilities 
licensed in the name of this Corporation. The Board of Directors shall organize the physicians, 
dentists, podiatrists and such other categories as may be permitted by law and granted practice 
privileges at health facilities licensed in the name of this Corporation into one or more staffs 
("Medical Staff) under Medical Staff bylaws approved by the Board of Directors. The Board of 
Directors shall also make provision for credentialing and privileging through the medical staff 
process of such categories of licensed independent practitioners and other practitioners as the 
Board of Directors may authorize under Medical Staff bylaws approved by the Board of 
Directors) the "Allied Health Professional Staff). The Board of Directors shall consider 
recommendations of the Medical Staff and appoint to the Medical Staff and the Allied Health 
Professional Staff such practitioners as meet t)1e qualifications for membership and privileges set 
forth in the Medical Staff bylaws. Only members of the Medical Staff may admit patients. Each 
member of the Medical Staff and the Allied Health Professional Staff shall have appropriate 
authority and responsibility for the care of her or his patients, subject to the limits of her or his 
1icei1sure and privileges, as delineated by the Board of Directors, and subject to such limits as are 
contained in these Bylaws and in the Bylaws, Rules and Regulations of the Medical Staff. 

(b) All applications for appointment to the Medical Staff and the Allied 
Health Professional Staff shall be in writing and addressed to the Medical Staff secretary. They 
shall contain full information concerning the applicant's education, licensure, practice, previous 
hospital experience and any history with regard to licensure and hospital privileges. 

(c) All appointments to the Medical Staff and the Allied Health Professional 
Staff shall be for a maximum period of two (2) years, renewable by the Board of Directors upon 
re-application. When an appointment is denied or not renewed, or when privileges have been or 
are proposed to be denied, reduced, suspended or terminated, the affected practitioner shall be 
afforded a fair hearing and review conducted in accordance with the hearing and appeal 
provisions of the Medical Staff bylaws. 

(d) Liaison among the Board, Administration, the Medical Staff and the 
Allied Health Professional Staff shall be accomplished as determined by the Board of Directors 
from time to time. 

Section 2. Medical Care and Evaluation. 

(a) The Medical Staff shall be responsible to the Board of Directors for 
providing appropriate professional care to patients and for overseeing the quality of care, 
treatment and services delivered by the Medical Staff and the Allied Health Professional Staff, 
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evaluating the competency of practitioners, delineating the privileges of 111embers of the Medical 
Staff and the Allied Health Professional Staff, and providing leadership in perfor111ance 
improvement activities of the Corporation. 

(b) The Board of Directors, in the exercise of its iesponsibility to establish. 
maintain and support an ongoing performance i111prove111ent program, shall delegate to the 
Medical Staff initial authority for assuring appropriate professional care by members of the 
Medical Staff to patients. The Medical Staff shall discharge this responsibility through a 
continuing review, analysis, and appraisal of the quality of care provided by members of the 
Medical Staff and the Allied Health Professional Staff and an appropriate response to findings. 
Such performance improvement activities shall be regularly repmied, together with their results 
and recommended responses, to the Board of Directors. 

(c) The Medical Staff and the Allied Health Professional Staff shall maintain 
adequate and accurate medical records for all patients. 

(d) The Medical Staff shall make recommendations to the Board of Directors 
concernmg: 

(i) 	 Appointments; re-appointments and alterations to Medical Staff 
and Allied Health Professional Staff status; 

(ii) 	 Granting, revocation and alteration of privileges; 

(iii) 	 Corrective and disciplinary actions; 

(iv) 	 All matters relating to professional competency; and 

(v) 	 Such specific matters as may be referred to it by the Board of 
Directors. 

Section 3. Medical Staff Bylaws. 

(a) There shall be Bylaws, Rules and Regulations for the Medical Staff setting 
faith its organization and government. Proposed Medical Staff bylaws, rules and regulations. 
shall be recommended and approved by the Medical Staff and shall become effective only upon 
their approval by the Board of Directors, which approval shall not be unreasonably withheld. 

(b) 	 The Medical Staff Bylaws shall include procedures for: 

(i) 	 written, well-defined criteria for appointment, precluding the 
possibility of discrimi.nation according to color, national origin, 
race, creed, sex or age; 

(ii) 	 appointment reappointment, delineation of privileges, curtailment 
and revocation of privileges; 
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(iii) an appeals mechanism for review of decisions to deny, curtail or 
revoke privileges; 

(iv) 	 a performance improvement program by which patient care 1s 
regularly evaluated and verification of this evaluation and of 
responsive actions taken is provided to the Board of Directors; 

(v) 	 attestation by signature of each practitioner that he or she will 
abide by the Medical Staff Bylaws, Rules and Regulations and the 
policies of the Corporation and Health System; 

(vi) 	 communication between the Board of Directors and the Medical 
Staff through the Executive Committee of the Medical Staff; 

(vii) 	 requiring that only a licensed practitioner with clinical privileges 
shall be directly responsible for a patient's diagnosis and treatment 
within the area of. such practitioner's privileges; each patient's 
general medical condition shall be the responsibility of a physician 
member of the Medical Staff; each patient admitted shall receive a 
baseline history and physical examination by a physician or other 
licensee who has the requisite privileges; a physician member of 
the Medical Staff shall be responsible for the care of any medical 
problems that may be present at the time of admission or that may 
arise during hospitalization; 

(viii) 	 the selection and appointment of officers of the Medical Staff and 
of Medical Staff department chairpersons, all of whom shall be 
subject to approval of the Board of Directors; 

(ix) 	 restricting membership in the Medical Staff to physicians, dentists, 
podiatrists and, when authorized, clinical psychologists, and 
membership in the Allied Health Professional Staff to licensed 
independent practitioners in cat~gories approved for privileges 
who are competent in their respective fields, wo1ihy in character 
and in professional ethics; and 

(x) 	 maintaining self-government by the Medical, Staff with respect to 
the professional work performed at the Cmvoration and periodic 
meetings of the. Medical Staff to review and .analyze clinical 
experience at regular intervals, with patient medical records as the 
basis for such review and analysis. 

(c) 	 The Medical Staff Bylaws shall provide that: 

(i) 	 there shall be no discrimination with respect to Medical Staff 
privileges or the provision of professional services against a 
licensed physician on the basis of whether that physician holds an 
M.D. or a D.0. degree; a11d 
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(ii) 	 whenever staffing requirements for a service mandate that the 
physician responsible for. the service be certified or eligible for 
certification by an appropriate American Medical board, such 
position may be filled by an osteopathic physician who is certified 
or "ligible for certification by the equivalent appropriate American 
osteopathic board. 

Section 4. Medico-Administrative Personnel. Except as sp.ecified in written 
requirements for such positions, physicians and specified professional personnel engaged by this 
CoqJoration either full time or pmt time as employees or independent contractors in any medico
administrative positions,· shall not be required to maintain membership on the Medical Staff 
Members of the Medical Staff in medico-administrative positions may be terminated from their 
contractual relationship with this Corporation according to corporate policy or according to the 
terms of their contracts. 

ARTICLE XI 

GENERAL PROVISIONS 

Section 1. Voting Interests. Subject to the limitations of Article VJ, Section 2 of 
these Bylaws (Reserved Powers of the Corporate Member), the Coll)oration may vote any and all 
shares or other voting securities held by it in any other corporation or other entity and may 
exercise any and all membership rights held by it in any other CO!l)Oration. Such action shall be 
undertaken or evidenced on behalf of this Corporation by such officer, agent or proxy as the 
Board of Directors may appoint or, in the absence of any such appointment, by the Chairperson 
of the Board or by an officer who is also a Director and, in such case, such person may likewise 
appoint a proxy to vote such securities. 

Section 2. Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 3. Execution of Contracts. Except as otherwise provided in these Bylaws, 
and subject to the System Authority Matrix, the Board of Directors may authorize any officer or 
officers, agent or agents to enter into any contract or execute any instrument in the name of and 
on behalf of this Corporation and such authority may be general or confined to specific instances. 
Unless so authorized by the Board of Directors, no officer, agent or employee shall have any 
power or authority to bind this Corporation by any contract or engagement or to pledge its credit 
or to render it liabie for any purpose or in any amount. 

Section 4. Inspection of Corporate Records. The accounting books and records of 
this Corporation, the minutes of proceedings of this Corporation's Board of Directors and 
Committees, and the minutes of proceedings of the Corporate Member acting in its capacity as 
member of this Coll)oration shall be open to inspection upon the written request by the Corporate 
Member or any Director at any reasonable time and for any pull)ose reasonably related to the 
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interests of the Corporate Member, or the Director, as applicable. Such inspection may be made 
in person or by an agent or attorney. 

Section 5. Annual Report. The Board of Directors shall cause an aimual report to be 
sent to each Director of this Corporation and to the Corporate Member, no later than one hundred 
twenty (120) days.after the close of this Corporation's fiscal or calendar year. Such annual report 
shall be prepared in conformity with requirements of the California Nonprofit Corporation Law. 

Section 6. Fiscal Year. The fiscal year of this Corporation shall begin on the first day 
of July each year and end on June 30th of the following year. 

Section 7. Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review, or delegate to an appropriate committee the review of, these Bylaws and 
recommend revisions to the Corporate Member as necessai·y to assure their compliance with all 
relevant requirements for licensure and accreditation of the health care facilities of the 
Corporation by state agencies and The Joint Connnission, respectively. 

Section 8. Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement, such audited financial statement shall be made available 
for inspection by the California Attorney General and by all members of the public no later than 
nine months after the close of the relevant fiscal year in the same maimer as the Corporation's 
Internal Revenue Service Form 990. Each aimual financial statement shall be made available to 
the public for three years. 

Section 9. Executive Compensation Review and Approval. The Board, or any 
authorized Committee of the Board, shall review and approve the compe\1sation, including 
benefits, of the President and CEO and the CFO to ensure that each such officer's compensation 
is just and reasonable. Such review and approval shall occur when the officer is initially hired, 
whenever the officer's term of employment is renewed or extended, and when the officer's 
compensation is modified, unless such modification applies to substantially all employees. 

ARTICLE XII 

INDEMNIFICATION AND INSURANCE 

Section 1. lndemnification. To the full extent permitted by law and in the maimer 
provided by law, this Corporation may, and if the law requires it shall, indenmify against liability 
ai1d hold harmless any person who was or is a party to or is tlu·eatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or other agent of this Corporation when serving in an official 
capacity on behalf of this Corporation, or is or was serving at the request of this Corporation as a 
member, director, officer, employee or other agent of another corporation, domestic or foreign, 
nonprofit or for-profit, partnership, joint venture, trust or other enterprise. The foregoing rights 
of indemnification shall not be deemed to be exclusive of any other rights to which such person 
may be entitled under applicable Jaw, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or other agent of this Corporation and shall inure to the benefit of 
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the estate, executors, administrators, heirs, legatees or devisees of any such person to the extent 
such action, suit or proceeding survives the death of such person. 

Section 2. Payment of Expenses. This Corporation may pay expenses, including 
attorney's fees. incurred in defending any action, suit or proceeding referred to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law: 

Section 3. Insurance. This Corporation may purchase and maintain insurance on 
behalf of any person who is or was a Director, officer, employee or other agent of this 
Corporation when serving in an official capacity on behalf of this Corporation, or is or was 
serving at the request of this Corporation as a member, director, officer, employee or other agent 
of another corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, 
trust or other enterprise, against any claim or liability asse1ted against such person and incurred 
in any such capacity, or arising· out of such person's status as such, whether or not this 
Corporation would be required or would have the power to indemnify such person against such 
liability under this Article or otherwise. 

ARTICLE XIII 

MAINTAINING A UNIFIED HEAL TH SYSTEM 
' 

Section I. Generally. In order to ensure the relationships between organizations in 
the Health System that are necessary to maintain a unified system, this Corporation. in 
accordance with policies established by the Corporate Member, shall require that the governing 
document or documents of any entity of which this Corporation is the sole member or controlling 
organization contain the following: 

(a) Provisions that reserve to this Corporation the powers over such entity as 
may be required by applicable Health System policies; 

(b) Provisions that reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

(c) Provisions that require such entity to require that the governing document 
or documents of organizations it controls contain a provision that reserves to this Corporation, to 
the Corporate Member of this Corporation or to such entity, as the case may be, the powers set 
forth in these Bylaws, the governing document or documents of such entity or applicable Health 
System policies. The. term "governing document or documents" is used in this Article as a 
generic term to describe the organizational documents by which an entity is legally formed in a 
particular state and includes, but is not limited to, articles of incorporation, bylaws, governing 
resolutions, articles of partnership, joint venture agreements, operating agreements and any other 
document that creates or governs the organization or entity. 

Section 2. Exercise of Reserved Powers. All action by this Corporation as the sole 
member or controlling person of an Affiliate shall be taken by this Corporation's Board of 
Directors. 
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ARTICLE XIV 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 

ARTICLE XV 

AMENDMENTS 

These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affirmative vote of the Corporate Member. 
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EXHIBIT4 




Draft 

FORM OF AMENDED AND RESTATED ARTICLES FOR DIRECT SUBSIDIARY . 
HOSPITALS OF VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


[NAME] 


The undersigned certify that: 

1. 1. They are the President/CEO and the Secretary, respectively, of [NAME], a 
California nonprofit religious corporation (the "Corporation") 

2. The Articles oflncorporation of this Corporation shall be amended and restated to 
read in full as set forth in Exhibit A attached hereto and incorporated herein by this reference. 

3. The foregoing amendment and restatement of the Articles oflncorporation has 
been duly approved by the board of directors and the sole member of this Corporation. 

4. This Corporation has one member. 

We further declare under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: _________,2015 

President/CEO 

Secretary 
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Exhibit A 


AMENDED AND REST A TED 


ARTICLES OF INCORPORATION

ARTICLE I 


 


The name of this Corporation is "[NAME]" 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not organized for 
the private gain of any person. It is organized under the Nonprofit Public Benefit Corporation 
Law of the State of California for public and charitable purposes. In furtherance of the foregoing, 
this Corporation may do all of the following: (I) establish, acquire, develop, operate, lease, 
manage, and maintain acute care hospitals and appurtenant facilities; (2) promote and carry on 
scientific research related to the delivery of health care services; (3) establish, manage, and 
maintain various types of health plans, utilizing health delive1y systems designed and 
coordinated to maximize benefits to the communities served; ( 4) participate in any activity 
designed and carried on to promote the general health of the community; and (5) make 
donations, transfer assets, and provide other forms of aid and assistance to, for the benefit of, or 
in connection with Verity Health System of California, Inc., a California nonprofit public benefit 
corporation ("Verity") or any of its affiliates. Notwithstanding the foregoing specific statement 
of purposes, the Corporation shall have and may exercise all of the power of a California 
nonprofit public benefit corporation, but only in furtherance of the above purposes. 

B. In addition to the foregoing purposes, this Corporation is organized and operated 
primarily for charitable, scientific and educational purposes within the meaning of§ 501 ( c )(3) of 
the Internal Revenue Code of 1986, as amended ( or the corresponding provision of any future 
United States Internal Revenue Law) (the "!RC"), and for scientific and charitable and 
educational purposes within the meaning of§ 214(a)(l 5) of the California Revenue and Taxation 
Code (or the conesponding section of any future California revenue and tax law) (the "R&TC"). 
In furtherance of these purposes, this Corporation may: 

(!) Support and foster the corporate purposes of Verity, and aid, assist 
and confer benefits upon Verity and its affiliates. 

(2) Cooperate with health care institutions and membership institutions 
of Verity in their respective efforts to promote quality service at reasonable rates. 

(3) Promote cooperation and the exchange of knowledge and 
experience within the health system established and operated by Verity. 
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(4) Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California Nonprofit Public 
Benefit Corporation Law and as may be necessary or expedient for the 
administration of the affairs and attainment of the purposes of this Corporation. 

(5) Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 501(c)(3) of the IRC and within the meaning of 
§ 214(a)(6) of the R&TC, in the course ofwhich operation: 

(a) 	 No part of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these A1iicles, this 
Corporation shall not carry on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ 501(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
170(c)(2) of the IRC, or ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The name and address in the State of California of this Corporation's agent for 
service of process is: 
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ARTICLE IV 

The street and mailing address of this Corporation is [ADDRESS]. 

ARTICLE V 

This Corporation shall have one member (the "Corporate Member"). The 
Corporate Member shall be Verity. 

ARTICLE VI 

The property and assets of this Corporation are irrevocably dedicated to 
charitable, educational and scientific purposes meeting the requirements of§ 214 of the R&TC. 
Upon the winding up and dissolution of this Corporation, its assets remaining, after payment or 
adequate provision for payment of all debts and obligations of this Corporation, shall be 
distributed in accordance with a plan of liquidation approved by the Board of Directors to: (a) the 
Corporate Member, if it is organized and operated exclusively for public and charitable purposes 
and has established its tax exempt status under Section 501 ( c )(3) of the Internal Revenue Code of 
1986, as amended, or if for any reason it is unable to take such assets for such purpose; (b) such 
organization or organizations determined by the Board of Directors and organized and operated 
exclusively for charitable, educational or scientific purposes as shall at the time qualif'y as an 
exempt organization or organizations under§ 50l(c)(3) of the !RC and under§ 214 of the 
R&TC. No assets shall be distributed to any organization if any part of the net earnings of such 
organization inures to the benefit of any private person or individual, or if a substantial part of the 
activities of such organization is the carrying on of propaganda or otherwise attempting to 
influence legislation, or if the organization participates in, or intervenes in (including the 
publishing or distribution of statements) any political campaign on behalf of any candidate for 
public office, or if the organization carries on any other activities not permitted to be carried on 
(i) by a corporation exempt from federal income tax under§ 501 (c)(3) of the !RC and meeting 
the requirements of§ 214 of the R&TC or (ii) by a corporation, contributions to which are 
deductible under § 170( c )(2) of the !RC. 

ARTICLE VII 

These A1iicles shall be amended only upon approval by this Corporation's Board 
of Directors and the Corporate Member. 
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EXHIBIT 5 




II Datiu-lners of Clnritvr, ' ., 

:: :: Health System 

If 

DCHS POLICIES AND PROCEDURES 


SECTION 04: CORPORATE RESPONSIBILITY 


POLICY/PROCEDURE#: 04.01.01 

TITLE: CONFLICT OF INTERESTS DISCLOSURES BY THE 
BOARD OF DIRECTORS AND BOARD 
COMMITTEES 

BOARD APPROVAL DATE: May 23, 2008 

EFFECTIVE DATE: May 23, 2008 

REVISION DATE: December 2, 2011 

~
Robert Issai, President /CEO 

Reference to Policy/Procedure#: 04.01.02 	 Conflict oflnterests Disclosures by Covered 
Associates, Physician Leaders, and Other 
Designated Persons 

Purpose 

The purpose of this policy is to protect the Corporation's interests when it is contemplating 
entering into a transaction or arrangement that may also benefit a Director and/or family member 
personally. 

This policy applies to Board members, Board officers, and members of Board committees, herein 
referred to as "Directors". A related policy (Policy/Procedure 04.01.02 "Conflict oflnterests 
Disclosures by Covered Associates, Physician Leaders, and Other Designated Persons") applies 
to associates (including employed officers and other members of senior management) and 
physician leaders. A conflict of interests exists when a Director has a personal financial interest 
that may influence the decisions that the Director makes on behalf of the Corporation. 

This policy provides a systematic and ongoing method of assisting Directors in disclosing and 
addressing potential and actual conflicts of interests. 
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Principles 

Directors must exercise their fiduciary duties in a manner consistent with the mission and values 
of Daughters of Charity Health System (DCHS). Directors must exercise the utmost good faith 
and fair dealing in all transactions touching their duties to the Corporation, scrupulously avoiding 
conflicts of interests, whether potential, actual orperceived, to ensure that the Corporation and 
its Board of Directors conduct activities in a fair and unbiased manner. 

Definitions 

For the purpose of this Policy/Procedure, the following definitions apply: 

I. 	 Corporation: DCHS and its affiliates including, but not limited to, O'Connor Hospital, Saint 
Louise Regional Hospital, St. Francis Medical Center, St. Vincent Medical Center, St. 
Vincent Dialysis Center, Seton Medical Center;. Seton Coastside, Caritas Business Services, 
O'Connor Hospital Foundation, Saint Louise Regional Hospital Foundation, Seton Health 
Services Foundation, St. Francis Medical Center ofLynwood Foundation, St. Vincent 
Foundation, and the DCHS Medical Foundation. 

2. 	 Family: Anyone related to the Directo; througµ bl_ood, marriage, adoption, domestic 
partnership, or anyon,e living in the Director's:ho\rseh_old. 

3. 	 Favors: Something offered without requesting the monetary value in return, such as 
discounts, meals, entertainment, tuition, seminars, and conferences. 

4. 	 Financial Interest: A Director or Family member has, directly or indirectly, a current or 
potential 

• 	 Ownership or investment interest in; or 

• 	 Compensation arrangement with; or 

• 	 Other economic interest in any of the following: 

i. 	 The Corporation; or 
ii. 	 Any entity or individual with which the Corporation has a transaction or 

arrangement; or 
iii. Any entity or individual with which the Corporation is negotiating a transaction or 

arrangement; or-
iv. Any entity or individual that competes with the Corporation. 

"Compensation" includes direct and/or indirect remuneration, as well as gifts or Favors 
in excess of $300 in any calendar year. 

"Ownership or investment" excludes interests of less than I% in entities whose securities 
are publicly listed and have $75 million or more of stockholders equity. 
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5. 	 Potential Conflict of Interests: A Financial Interest is not necessarily a conflict of interests. 
Directors have a duty to disclose all Financial Interests for purposes of evaluation. The 
Board or Board committee, as applicable, shall decide whether a conflict of interests exists. 

Procedures 

1. 	 Duty to Disclose 

Directors have an ongoing duty to disclose Financial Interests, when such Financial Interests 
may be potential or actual conflicts of interests. Directors have a duty to disclose Financial 
Interests relating to specific corporate transactions, annually, and otherwise during the year, in 
accordance with the procedures below. 

2. 	 Disclosures Related to Specific Corporate Transactions 

When a potential conflict of interests arises or any situation arises in which a Director may be in 
doubt, the Director must disclose the material facts to the other Board members or Board 
committee. Disclosure of the Financial Interest shall be made prior to the Board or committee 
voting on such transaction or arrangement. Such disclosure may be made in person or in writing, 
as the Chair of the Board or committee may direct. 

After disclosure of the Financial Interest and all material facts, the Director may be asked to 
clarify or provide additional information relevant to the Financial Interest. After all needed · 
information is obtained by the Board or committee, the Director shall not be present during 
evaluation of the disclosure. The remaining Board or committee members shall decide if a 
conflict of interests exists. 

If a determination is made that a conflict of interests does indeed exist, action may be taken as 
listed below. 

A. 	The Chair of the Board or committee may, if appropriate, appoint a disinterested Director 
or committee to consider alternatives to the proposed transaction or arrangement. 

B. 	 After exercising due diligence, the disinterested members of the Board or committee shall 
determine whether the Corporation can obtain a more advantageous transaction or 
arrangement with reasonable efforts from a person or entity that would not give rise to a 
conflict of interests. 

C. 	 If a more advantageous transaction or arrangement is not reasonably attainable under 
circumstances that would not give rise to a conflict of interests, the Board or committee 
shall determine by a majority vote of the disinterested Directors or committee members 
whether the transaction or arrangement is fair and reasonable to the Corporation and shall 
make its decision as to whether to enter into the transaction or arrangement in conformity 
with such determination. 
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D. 	 The Director shall not be present when the transaction is voted on and only disinterested 
Directors or committee members may vote to approve the transaction. 

E. 	 At their discretion, disinterested Board or committee members may require the Director 
to leave the room while the proposed transaction is discussed. The disinterested members 
shall balance the need for independence of the determination with the need to have the 
Director on hand to answer questions or provide additional information to assist the · 
Board or committee. 

F. 	 To the extent permitted by applicable state Jaw and the Corporation's governing 
documents, Directors may be counted in determining the presence of a quorum of a 
meeting where a potential conflict of interests has been disclosed. 

G. 	 Prior to corporate approval of a contract or transaction in which a Financial Interest of a 
Director has been identified, counsel shall be consulted to determine whether any 
additional. steps before such, approval are. required :under California or:federal faw, 
including the,California Nonprofit Corporation Law and the Internal.Revenue Code and 
accompanying.regulations: 

3. 	 Annual and Ongoing Disclosure Requirements for Directors 

A. 	 Annual Disclosure Statement:. The President and Chief Executive Officer of the 
Corporation or designee shall annually send·the Conflict oflnterests'Disclosure 
Statement to all Directors; immediately following the annual meeting ofthe Board of 
Directors. Not later than January 31 of each year, each Director shall complete and sign a 
Conflict of Interests Disclosure Statement in the Exhibit to this policy. 

B. 	 Ongoing.Requirements for Disclosures by Directors: If.any:Financial Interest of a 
Director changes which gives rise to a potential or actual conflict of interests while the 
Director is serving, the Director shall promptly provide an updated Conflict of Interests 
Disclosure Statement to the Chair of the Board. 

C. 	 Directors shall submit completed Conflict ofinterests Disclosure Statements to the Chair 
ofthe Board. Conflict ofInterests Disclosure Statements shall be made a matter of · 
record. 

D. 	 The information of each Conflict of Interests Statement can be compiled into a summary 
report for review by the Chair of the Board at their request. 

E. 	 The Chair of the Board will address any conflict of interests.issues. 

F. 	 The Chair of the Board will report all Director conflict of interests findings (if any) and 
resolutions to the Board ofDirectors. 
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4. 	 Documentation of Disclosures 

A. The minutes of the Board and all Board committees will contain the following: 

1. 	 The name of each Director who disclosed or otherwise was found to have a Financial 
Interest that was an actual or potential conflict of interests, a general statement as to 
the nature of the interest, the evaluation, and the Board's or committee's determination 
as to whether a conflict of interests in fact existed. 

ii. 	 The names of the persons who were present for discussions and votes relating to the 
transaction, a summary of the discussion that identifies whether any alternatives to 
the proposed transaction were considered, and a record of any votes taken in 
connection therewith. 

B. 	 The President/CEO or designee shall maintain for JO years a confidential record of the 
disclosure, evaluation of the facts, conclusion, and (if any) action taken to address the 
conflict. · 

5. 	 Violations of this Policy 

A. 	 Ifthe Board or committee has reasonable cause to believe that a Director has failed to 
disclose an actual or potential conflic(ofinterests, it shall inform the Director of the basis 
for such belief and afford the Director an opportunity to explain the alleged failure to 
disclose. 

B. 	After hearing the response of the Director and making such further investigation, as may 
be warranted, if the Board or committee determines that the Director has failed to 
disclose an actual or potential conflict of interests, it will take such action as it considers 
appropriate, which may include disciplinary and corrective action. 

6. 	 Members Precluded from Voting on Matters relating to Compensation 

A. 	 Voting Member of Board: A voting member of the Board of Directors who receives 
compensation, directly or indirectly, from the Corporation for services is precluded from 
voting on matters pertaining to that member's compensation. 

B. 	 Physician Member of Board: A physician who is a voting member of the Board of 
Directors and receives compensation, directly or indirectly, from the Corporation is 
precluded from discussing and voting on matters pertaining to the member's or another 
physician's compensation. No physician or physician Director, either individually or 
collectively, is prohibited from providing information to the Board of Directors .regarding 
physician compensation. 

C. 	 Voting Member of Committee: A voting member of any committee whose jurisdiction 
includes compensation matters and who receives compensation, directly or indirectly, 
from the Corporation for services is precluded from voting on matters pertaining to that 

. 	 } , ___.,,·_ 

member's compensation. 
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D. 	 Physician Participation on Committee: Physicians who receive compensation, directly or 
indirectly, from the Corporation, whether as employees or independent contractors, are 
precluded from membership on any committee whose jurisdiction includes compensation 
matters. No physician, either individually or collectively, is prohibited from providing 
information to any committee regarding physician compensation. 

7. Confidentiality Agreement 

Each Director shall sign a Confidentiality Agreement in order to protect the 
confidentiality of Bciatd deliberations. A Confidentiality Agreement is included in the 
Conflict of Interests Disclosure Statement. 

Implementation and Review of this Policy 

This policy is to be implemented by: 
LHM Board of Directors Chair 

This policy is to be reviewed annually for compliance and relevance by: 
DCHS Corporate Respons.ibility Officer 

Exhibit - Conflict of Io,terests Disclosure Statement 
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Exhibit to Policy/Procedure 04.01.01 

CONFLICT OF INTERESTS DISCLOSURE STATEMENT 

AND CONFIDENTIALITY AGREEMENT 


Board of Directors and Board Committee Members 


Title (check one): Director [ ] Committee Member [ 


Filing Period ( check one): Initial [ ] Annual [ ] Specific Event [ ] 


Received by: ---------------------------- 

Date Received by Filing Officer: ---------------------'- 

Please answer the following questions: 


DEFINITIONS. Capitalized terms used herein shall have the meanings set forth in the Conflict of 
Interests Policy 04.01.01. Refer to the "Definitions" section of the policy. 

DISCLOSURE OF FINANCIAL INTEREST. Please fill out a new Disclosure Statement each 
time you become aware of a Financial Interest. 

1. 	 Do you or your Family members have, directly or indirectly, a current or potential ownership 
or investment interest in any of the following: 

a. 	 The Corporation? Yes [ J No [ ] 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ ] No [ J 

c. 	 Any entity or individual with which the-Corporation is negotiating a transaction or 
arrangement? Yes [ ] No [ J 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ J 


("Corporation" includes DCHS and its affiliates.) 


("Ownership or investment" excludes interests of less than 1 % in entities whose securities are 

publicly listed and have $75 million or more of stockholders equity.) 


("Investment" interest includes outstanding bonds and debts.) 
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For each answer "yes" above, provide on a separate sheet information regarding all 
snch interests (i.e., who holds the financial interest, your relationship to them, name of entity 
or individual with which the financial interest is held, nature of financial interest, dollar 
amount, number of shares, percentage ownership, etc.). 

2. 	 Do you or your Family members have, directly or indirectly, a current or potential 
compensation arrangement with any of the following: 

a. 	 The Corporation? Yes [ J No [ J 

b. 	 Any entity or individual with which the Corporation has a transaction or arrangement? 
Yes [ J No [ J 

c. 	 Any entity or individual with which the Corporation is negotiating a transaction or 
arrangement? Yes [ J No [ J 

d. 	 Any entity or individual that competes with the Corporation? 

Yes [ J No [ J 


("Corporation" includes DCHS and its affiliates.) 

("Compensation" includes direct and indirect remuneration, as well as gifts or Favors in 
excess of$300 in any calendar year.) 

For each answer "yes" above, provide on a separate sheet information regarding all 
such compens!ltion arrangements (i.e., whe> ~l\S. tpe co,mpepsation arrange,ment, yoµr 
relationship to them, name of entity or indiVidua1 'theYhaVe a compensation atrati'gement with, 
nature of the compensation arrangement, dollar ammmt, etc.). 

3. 	 OTHER DIRECTORSIDPS. List the names of all entities for which you serve as a member 
of the Board ofDirectors and the estimated amount ofannual compensation you receive, if 
any, from such entities for your service as a Director (attach additional sheets ifnecessary):

$ _______ 
$ ________ 

$ ________ 

$ _______ 

$ _______ 


4. 	 OTHER POSITIONS. List the names of all entities which transact business with the 
Corporation or compete with the Corporation and with which you serve in any capacity ( other 
thal). as Director, including directive, managerial or consultative) and the estimated amount of 
annual compensation you receive, if any, from such entities for such service (attach additional 
sheets if necessary): · 

$ _______ 
$ _______ 
$ ________ 
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5. 	 BORROWINGS. Disclose the terms (i.e., amount, interest rate, security given, and duration) 
of any loans ( ofmoney or other property) where you ·are the borrower and the lender is a 
patient, individual or entity that transacts business with the Corporation. 

6. 	 GIFTS OR FAVORS. Disclose all cash gifts (regardless of the amount of cash) and any 
non-cash gifts or Favors which you or members ofyour Family have received from 
individuals or entities which transact business or seek to transact business with the 
Corporation. 

7. OTHER. I hereby disclose the following circumstances which may involve a possible 
conflict of interests: 

8. 	 CONFIDENTIALITY AGREEMENT. I recognize that Board and committee meetings of 
the Corporation are conducted in strictest confidence and matters are discussed that are 
sensitive in nature and, therefore, confidential and proprietary. Accordingly, I agree in 
connection with any and all participation at meetings of the Board of Directors or committees 
of the Board to maintain all information, whether or not specifically identified as confidential 
and proprietary, in strictest confidence, absent specific authorization to release or disclose 
information to third parties by the Board ofDirectors or its President. By signature below, I 
also certify that neither I (nor any member ofmy Family) have disclosed or used information 
relating to the Corporation for the personal profit or advantage of myself or any member of 
my Family. 
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9. AFFIRMATION. 

• 	 I hereby acknowledge receiving a copy of the Conflict oflnterests policy 04.0 I.OJ. 

• 	 I have read, understand, and agree to comply with the terms of the policy. 

• 	 I understand that the Corporation is a charitable organization and that, in order to maintain 
its federal tax exemption, it must engage primarily in activities which accomplish one or · 
more of its tax-exempt purposes. 

• 	 I have disdosed any and all interests and activities tharI or members of my Family have 
or have taken part in, that when considered in conjunction with my position with or 
relation to the Corporation, might possibly constitute a conflict of interests. 

• 	 I agree to refrain from voting or using my personal influence on any matter that may 
represent a conflict of interests. 

• 	 I agree to refrain·from'accepting gifts or Favors, gratuities or entertainment intended to 
influence my judgment or actions concerning the business ofthe'Corporation. 

• 	 Ifany situation should arise in the future which may involve me in a conflict of interests 
in accordance with the policy, I will promptly provide, a new Disclosure Statement to the 
Chair of the Board. 

SIGN AND DATE: 

Copy to: President/CEO 
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Draji 

AMENDED AND RESTATED 


ARTICLES OF INCORPORATION 


OF 


DAUGHTERS OF CHARITY HEALTH SYSTEM 


The undersigned certify that: 

I. They are the President/CEO and the Secretary, respectively, of Daughters of 
Charity Health System, a California nonprofit religious coI]Joration (the "Corporation") . 

... 
2. The Articles of IncoI]Joration of this Corporation are amended and restated to read 

in full as set forth in Exhibit A attached hereto and incoI]Jorated herein by this reference. 

3. The foregoing amendment and restatement of the Articles of!nCOI]Joration has 
been duly approved by the board of directors and the sole member of this CoI]Joration. 

4. 	 This Corporation has one member. 

We further decl~re under penalty of perjury under the laws of the State of 
California that the matters set forth in this certificate are true and correct of our own knowledge. 

Date: _________,2015 

President/CEO 

Secretary 
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Exhibit A 

AMENDED AND RESTATED 

ARTICLES OF INCORPORATION 

ARTICLE I 

The name of this Corporation is "Verity Health System of California, Inc." 

ARTICLE II 

A. This Corporation is a nonprofit public benefit corporation and is not 
organized for the private gain of any person. It is organized under the Nonprofit Public Benefit 
Corporation Law of the State of California for public and charitable purposes. More specifically, 
the Corporation is organized and operated exclusively for the support and benefit of, to perform 
the functions of, or to carry out the purposes of the following organizations: O'Connor Hospital, 
Saint Louise Regional Hospital, St. Vincent Medical Center, St. Francis Medical Center, Seton 
Medical Center, Verity Medical Foundation, Verity Business Services, and St. Vincent Dialysis 
Center. In fmiherance of the foregoing, this Corporation may do all of the following: (]) 
establish, acquire, develop, operate, lease, manage, and maintain acute care hospitals, physician 
practices, medical foundations and appurtenant facilities and related enterprises (collectively 
referred to as the "Verity Health System"); (2) promote and carry on scientific research related to 
delivery of health care services; (3) establish, manage, and maintain various types of health care 
enterprises, utilizing health delivery systems designed and coordinated to maximize benefits to 
the communities served; ( 4) patiicipate in any activity designed and carried on to promote the 
general health of the community served by Verity Health System or any of this Corporation's 
affiliates; and (5) make donations, transfer assets and provide other forms of aid and assistance 
to, for the benefit of, or in connection with each organization that is controlled, directly or 
indirectly, by this Corporation or by another organization controlled by this Corporation ( each, 
an "Affiliate"). Notwithstanding the foregoing specific statement of purposes, the Corporation 
shall have and may exercise all of the power ofa California nonprofit public benefit corporation, 
but only in fmiherance of the above purposes. 

B. In addition to the foregoing purposes this Corporation is organized and 
operated primarily for charitable, scientific and educational purposes within the meaning of 
§50I(c)(3) of the Internal Revenue Code of 1986, as amended (or the con-esponding provision of 
any future United States Internal Revenue Law) (the "!RC"), and within the meaning of§ 
2 I 4( a)( 6) of the California Revenue and Taxation Code ( or the con-esponding section of any 
future California revenue and tax law) (the "R&TC") and, in furtherance of these purposes, this 
Corporation may: 

(I) Promote, support and engage in any and all educational, charitable 
and scientific programs which are now, or may hereafter be, 
established by any of the Affiliates. 

(2) Support and foster the corporate purposes of, and aid, assist and 
confer benefits upon the Affiliates. 
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(3) 	 Cooperate with the Affiliates in their respective efforts to promote 
quality service at reasonable rates. 

(4) 	 Promote cooperation and the exchange ofknowledge and 
experience within the Verity Health System. 

(5) 	 Engage in any lawful activities within the purposes and powers for 
which a corporation may be organized under the California 
Nonprofit Public Benefit Corporation Law and. as may be necessary 
or expedient for the administration of the affairs and attainment of 
the purposes of this Corporation. 

(6) 	 Otherwise operate for charitable, scientific and educational 
purposes within the meaning of§ 50l(c)(3) of the IRC and within 
the meaning of§ 214(a)(6) of the R&TC, in the course of which 
operation: 

(a) 	 No paii of the net earnings of this Corporation shall inure to 
the benefit of, or be distributable to, any private shareholder 
or individual, except that this Corporation shall be 
authorized and empowered to pay reasonable compensation 
for services rendered and to make payments and 
distributions in furtherance of the purposes set forth herein. 

(b) 	 No substantial part of the activities of this Corporation shall 
be the carrying on ofpropaganda, or otherwise attempting 
to influence legislation, and this Corporation shall not 
participate in, or intervene in (including the publishing or 
distribution of statements), any political campaign on behalf 
of any candidate for public office except as authorized 
under the IRC and R&TC. 

(c) 	 Notwithstanding any other provisions of these Articles, this 
Corporation shall not can-y on any other activities not 
permitted to be carried on by (i) a corporation exempt from 
federal income tax under§ SOJ(a) of the IRC, or by a 
corporation, contributions to which are deductible under § 
J 70(c)(2) of the IRC, or (ii) by a corporation exempt from 
taxation under§ 214 of the R&TC. 

ARTICLE III 

The nan1e and address in the State of California of this Corporation's agent for 
service ofprocess is: 

[TBD] 
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ARTICLE IV 

The street and mailing address of this Corporation is 26000 Altamont Road, Los 
Altos, California 94022-4317. 

ARTICLE V 

This Corporation shall have no members. 

ARTICLE VI 

The property of this Corporation is irrevocably dedicated to charitable, 
educational, and scientific purposes meeting the requirements of§ 214 of the R&TC and in 
Article Il.B hereof. Upon the winding up and dissolution of this Corporation, its assets 
remaining, after payment or adequate provision for payment of all debts and obligations of this 
Corporation, shall be distributed in accordance with a plan of liquidation approved by the Board 
of Directors to such organization or organizations determined by the Board of Directors and 
organized and operated exclusively for charitable, educational or scientific purposes as shall at 
the time qualify as an exempt organization or organizations under § 501 ( c )(3) of the !RC and 
under § 214 of the R&TC. No assets shall be distributed to any organization if any part of the 
net earnings of such organization inures to the benefit of any private person or individual. or if a 
substantial part of the activities of such organization is the carrying on of propaganda or 
otherwise attempting to influence legislation, or if the organization participates in, or intervenes 
in (including the publishing or distribution of statements) any political campaign on behalf of 
any candidate for public office, or if the organization carries on any other activities not 
permitted to be carried on (i) by a corporation exempt from federal income tax under § 501 ( c )(3) 
of the !RC and meeting the requirements of§ 214 of the R&TC or (ii) by a corporation, 
contributions to which are deductible under § 170( c )(2) of the !RC. 

ARTICLE VII 

These Articles shall be amended only upon approval by this Corporation's Board 
of Directors. 
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AMENDED AND RESTATED 


BYLAWS OF 


VERITY HEALTH SYSTEM OF CALIFORNIA, INC. 


ARTICLE I 


NAME 


The name of this Corporation shall be as set forth in its Articles of Incorporation. 

ARTICLE II 


DEFINITIONS 


Section 2.1 Definitions. These Bylaws contain the terms "Affiliate" ru1d "Health 
System." These terms are also used in the by laws of the entities comprising the Health System. 
For purposes of continuity, when used in these Bylaws, such terms shall be interpreted to give 
full effect to the intent of Article XI of these Bylaws. 

A. Affiliate. The term "Affiliate" shall meru1, individually, each orgru1ization 
that is controlled, directly or indirectly, by this Corporation or by anotl1er organization 
controlled by this Corporation. As used in this definition, "control" shall meru1 (a) the 
status of sole corporate member of an organization; or (b) the authority to appoint, elect 
or approve at least a majority of the governing body of fill. organization. 

B. Effective Date. The "Effective Date" shall mean the date of adoption of 
these Bylaws. 

C. Health System. "Health System" shall mean, collectively, this 
Corporation and its Affiliates. 

D. Subsidiary. "Subsidiru·y" shall mean fil1 Affiliate that is under the direct 
control of anotl1er Affiliate. 

E. System Authority Matrix. "System Authority Matrix" shall mean the 
document as in effect from time to time which sets forth the respective responsibilities 
and authorities for Health System operations and decision making. 

F. Other Capitalized Terms. Capitalized terms used in these Bylaws and not 
otherwise defined herein are used herein with the meanings given tl1em in the California 
Nonprofit Corporation Law. 



ARTICLE III 


PURPOSES 


Section 3.1 Purposes. The purposes of this Corporation are set out in its Articles of 
lncoqioration as in effect from time to time. 

ARTICLE IV 

OFFICES AND SEAL 

Section 4.1 Offices. The principal office for the transaction of the business of this 
Corporation shall be in the County of Santa Clara, State of California. This Corporation may 
also have an office or offices within or without the State of California, as the Board of Directors 
may from time to time establish. 

Section 4.2 Seal. This Corporation may have a common seal inscribed with the name 
of this Corporation. 

ARTICLE V 

BOARD OF DIRECTORS 

Section 5.1 Powers. Subject to the provisions of this Corporation's Articles of 
Incorporation, these Bylaws, the System Authority Matrix, and the laws of the State of 
California, the activities and affairs of this Corporation shall be managed and conducted and all 
corporate powers shall be exercised by or under the direction of this Corporation's Board of 
Directors. To facilitate the management and conduct of this Corporation's activities and affairs, 
the Board of Directors shall establish corporate policies for, and formulate the basic rules and 
regulations governing the operation and management of, this Corporation. The Board of 
Directors may delegate the management and conduct of this Corporation's activities and affairs 
to any person or persons, management company, or committee however composed, provided that 
no delegation of authority by the Board of Directors to the President and Chief Executive Officer 
(as defined in Section 7.8 below), or anyone else, shall preclude the Board of Directors from 
exercising the authority required to meet its governance responsibility for the management and 
conduct of this Corporation's activities and affairs; and provided further that any delegation of 
powers of the Board may be made only to a committee of the Board consisting only of directors 
and shall be subject to the further limitations on Board committees set f01ih in Section 8.1 of 
these Bylaws. The Board of Directors shall retain the right to rescind any such delegation. 

Section 5.2 Specific Authority of the Board of Directors. Without limiting the 
generality of the foregoing, the Board of Directors has the power and authority to take or 
approve the following actions, subject to the System Authority Matrix: 

A. Approve or change the mission, role and/or purpose of this Corporation; 
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B. Amend, restate, or repeal the Bylaws and Articles oflncorporation of this 
Corporation; 

C. Approve the merger, consolidation, reorganization, or dissolution of this 
Corporation and the disposition of the assets of this Corporation upon dissolution; 

D. Elect and remove the Directors of this Corporation; 

E. Approve any amendment of the approval rights of the Corporation set 
forth in the System Authority Matrix; 

F. Establish the overall debt limit governing the incurrence of debt and 
guaranties by this Corporation and its Affiliates and approve the incurrence of debt and 
guaranties of this Corporation or any of its Affiliates other than in accordance with such 
policies as in effect from time to time; 

. G. Approve the capital and operating budgets of this Corporation; 

H. Establish the criteria for and approve the financial and strategic plans of 
the Corporation; · 

I. Approve the sale, transfer, substantial change in use of the assets of the 
Corporation to the extent required by the System Authority Matrix; and 

J. Approve the formation by this Corporation of any new corporatio,n or 
other legal entity, or its paiticipation (excluding investment in publicly-traded securities) 
in any corporation or other entity as a shai·eholder, member, pa1iner or joint venturer. 

K. Approve the selection of the external audit firm for the Corporation and its 
Affiliates; ai1d 

L. Establish and appoint, and prescribe the duties and authorities of the audit, 
finance, and any other committee for the Health System that would substitute or 
supersede such committees of the governing bodies of the Affiliates to the extent allowed 
by applicable law. 

Section 5.3 Specific Authority of the Corporation as Sole Corporate Member of 
Affiliates. The Boai·d of Directors has the power and authority, in the name and on behalf of this 
Corporation, to take or approve the following actions with respect to its Affiliates, subject to the 
System Authority Matrix: · 

A. Approve the formation, merger, dissolution, consolidation, divestiture, 
closure, change in corporate membership or control and reorganization of each direct 
Affiliate of this Corporation; 

B. Appoint and remove the chief executive officer ai1d chairperson of the 
board of each of the Affiliates; 
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C. Approve the incurrence of debt and guaranties of any of its Affiliates other 
than in accordance with such policies as in effect from time to time; 

D. Approve the sale, transfer, substantial change in use of the assets of any 
Affiliate to the extent required by the System Authority Matrix; 

E. Approve any other action of this Corporation or any Affiliate controlled 
by this Corporation that has been established by resolution of the Board of Directors as 
requiring its approval, including but not limited to any approvals of authority necessary to 
ensure compliance with any credit agreement, master indenture or loan agreement to 
which this Corporation or any Affiliate controlled by this Corporation is a party. 

Section 5.4 Board of Directors on the Effective Date. The Board of Directors on the 
Effective Date shall be those persons elected or appointed as specified in Section 2. l(a) of the 
System Restructuring and Support Agreement by and among Daughters of Charity Ministry 
Services Corporation, this Corporation, and Certain Funds Managed by BlueMountain Capital 
Management, LLC ("BMCM") dated July 17, 2015. 

Section 5.5 Number and Qualification. 

A. Generally. The Board of Directors shall consist ofno less than five (5) 
members, as follows: 

(1) BMCM shall have ·the right to appoint not more than twenty 
percent (20%) of the number of Directors constituting the Board of Directors at 
any time ( each a "BM Director Appointee") during the period of time that its 
affiliate, Integrity Healthcare, LLC (the "Manager"), is providing management 
services to the Corporation pursuant to a management services agreement; and 

(2) the remainder shall be persons nominated by the Nominating 
Committee as provided in Section 5.4 of these Bylaws and elected by the Board 
of Directors (the "At-Large Directors"). 

B. Qualifications. 

(1) At-Large Directors recommended by the Nominating Committee 
shall be selected in a manner that meets any applicable requirements for the 
Corporation to maintain its tax-exempt status. Collectively, the At-Large 
Directors shall have the experience and expertise appropriate to fulfillment of 
their fiduciary duties as independent directors of a California nonprofit public 
benefit corporation. In the ordinary course, this means they will have experience 
in complex business operations and have had involvement in non-profit tax
exempt organizations. They will have exercised judgment in challenging business 
settings, and will have experience in working with teams in reaching goals. The 
At-Large Directors shall have demonstrated a willingness to commit support for 
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the mission of the Corporation and training and experience in matters relevant to 
service as a member of the Board of Directors through: 

(I) participation in community affairs or in the work of other 
charitable organizations; 

(2) ability and willingness to contribute to the achievement of 
the purpose's of the Corporation; 

(3) awareness of the objectives of the Corporation as they 
relate to the health needs of the Corporation's service area; and 

(4) such other. criteria as may be recommended to the 
Nominating Committee by the Board of Directors. 

(2) BM Director Appointees and At-Large Directors shall not, either 
directly or indirectly, personally or through a family member, have any financial 
relationship with BMCM, or its owned or managed affiliates, and may not serve 
as an officer, director, contractor or employee ofBMCM, any managed fund, or 
entity in which BMCM has an equity stake or option to purchase, except for 
public companies wherein BMCM has an interest of less than 10%. 

C. Restriction on Interested Directors. Not more than forty-nine percent 
(49%) of the persons serving on the Board of Directors at any time may be interested 
persons. An interested person is (i) any person cunently being compensated by this 
Corporation for services rendered to it within the previous twelve (12) months, whether 

. as a full-time or part-time employee, independent contractor or otherwise, but excluding 
any reasonable compensation paid to a Director as Director; or (ii) any brother, sister, 
ancestor, descendant, spouse, brother-in-law, sister-in-law, son-in-law, daughter-in-law, 
mother-in-law or father-in-law of any such person. However, any violation of the 
provisions of this Section shall not affect the validity or enforceability of any transaction 
entered into by this Corporation. 

Section 5.6 Nomination and Election of At-Large Directors. Candidates for At-Large 
Directors may be recommended by any member of the Board of Directors to the Nominating 
· Committee, constituted in accordance with Section 8.7 of these Bylaws. Except as otherwise 
provided in this Section 5.6, and acting by the unanimous consent or vote of all of its members, 
the Nominating Committee shall nominate At-Large Director candidates to the Board of 
Directors and the Board of Directors shall elect the Directors of this Corporation at its annual 
meeting or at any other time designated by the Board of Directors. Notwithstanding the 
foregoing, if, after taking votes on two candidates for the same Director seat, the Nominating 
Committee does not vote unanimously for one of two initially considered candidates,_then the 
affirmative vote needed to formally nominate a candidate to the Board of Directors may be by 
simple majority of the members of the Nominating Committee. The Nominating C01mnittee 
shall notify the Board of Directors in writing of nominees at least ten (10) business days in 
advance of any regular or special meeting of the Board of Directors at which Directors are to be 
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elected. At the next regular or special meeting of the Board of Directors, the Board of Directors 
shall either elect or reject as an At-Large Director any nominees provided by the Nominating 
Committee. If any Director positions remain unfilled, the nomination procedure shall be 
repeated and new names nominated in accordance with the procedures set forth in this Section, 
until all Director positions are filled. 

Section 5.7 Term. Each appointed Director shall hold office for a term of one (I) year 
or such other period as the Board of Directors may set and until his or her successor is elected or 
appointed and qualified. Appointed Directors may be reappointed in accordance with Section 
5.5(A) of these Bylaws. 

Section 5.8 Removal and Filling of Vacancies. Any or all Directors may be removed 
from office, with or without cause, by the Board of Directors, except that the removal of a BM 
Director Appointee also requires the agreerilent of BMCM. The Board of Directors may declare 
vacant the office of a Director who has been removed; who has been declared of unsound mind 
by a final order of cou1i or convicted of a felony, or who has been found, by a final order or 
judgment of any court, to be in breach of any duty owed to the Corporation under California law. 
In the event a Director shall be so removed or his or her office is declared vacant, a new Director 
to fill the unexpired term or terms of the Director.who was removed or whose office was 
declared vacant may be appointed by the Board of Directors from nominees selected by the 
Nominating Committee, except that the vacant seat of a BM Director Appointee can only be 
filled by a new appointment by BMCM in accordance with Section 5.5(A) of these Bylaws. At 
all times the Board of Directors shall have not more than twenty percent (20%) of its members 
appointed by BMCM. 

Section 5.9 Resignation. Any Director may resign at any time by delivering her or his 
resignation in writing to the Chairperson of the Board of Directors, or the Secretary or to the 
Board of Directors of the Corporation at its principal office; provided that, except upon notice by 
the Attorney General, no Director may resign if the Corporation would then be left without a 
duly elected Director or Directors in charge of its affairs. Sucli resignation shall be effective 
upon receipt unless specified to be effective at some other time. 

Section 5.10 Compensation and Expenses. Directors may receive such reasonable 
compensation (within the meaning oflnternal Revenue Code Section 4958), if any, for serving as 
Director, and advances or reimbursement for reasonable expenses, as may be fixed or determined 
by the Board of Directors. Directors may receive compensation from the Corporation for 
services rendered to it, subject to the restriction on interested Directors as set forth in Section 
5.5(C). 

Section 5 .11 Self-Dealing Transactions. This Corporation shall not enter into self
dealing transactions. Except as provided in Section 5.11 (A), for the purpose of this section, a 
self-dealing transaction means a transaction to which this corporation is a paiiy and in which one 
or more of the members of its Board of Directors or officers has a material financial interest and 
which does not meet the requirements of Sections 5.11 (B) or 5 .11 (C). Such a member of the 
Board of Directors is an "interested director" for the purpose of this section. 
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A. Exceptions. The provisions of this section do not apply to any of the 
following: 

(1) An action of the Board of Directors fixing the compensation of a 
member of the Board of Directors as an officer ofthis corporation. 

(2) A transaction which is part of a public or charitable program of this 
corporation if it (i) is approved or authorized by this corporation in good faith and · 
without unjustified favoritism and (ii) results in a benefit to one or more members 
of the Board of Directors or their families because they are in the class ofpersons 
intended to be benefited by the public or charitable program. 

(3) A transa9tion, of which the interested director or directors have no 
actual knowledge, and which does not exceed the lesser of one percent of the 
gross receipts of this corporation for the preceding fiscal year or one hundred 
thousand dollars ($100,000). 

B. Prior Board of Directors Aooroval. This Corporation may enter into a 
self-dealing transaction if all of the following facts are established: 

(1) This Corporation entered into the transaction for its own benefit; 

(2) The transaction was fair and reasonable as to this Corporation at 
the time this Corporation entered into the transaction; 

(3) Prior to consummating the transaction or any part thereof the 
Board of Directors authorized or approved the transaction in good faith by a vote 
of a majority of the members of the Board of Directors then in office without 
counting the vote of the interested director or directors, and with knowledge of the 
material facts concerning the transaction and the director's interest in the 
transaction. Interested directors may be counted in determining the presence of a 
quorum at a meeting of the Board of Directors which authorizes, approves or 
ratifies the contract or transaction. Except as provided in Paragraph 5.J 1 (C)(l ), 
action by a committee of the Board of Directors shall not satisfy this paragraph; 
and 

(4) Prior to authorizing or approving the transaction the Board of 
Directors considered and in good faith determined after reasonable investigation 
under the circumstances that this corporation could not have obtained a more 
advantageous arrangement with reasonable effort under the circumstances or (ii) 
this corporation in fact could not have obtained a more advantageous arrangement 
with reasonable effort under the circumstances. 

C. Subsequent Board of Directors Approval. This corporation may enter into 
a self-dealing transaction if all of the following facts are established: 
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(1) A committee or person authorized by the Board of Directors 
approved the transaction in a manner consistent with the standards set forth in 
Section 5.11 (B); 

(2) It was not reasonably practicable to obtain approval of the Board of 
Directors prior to entering into the transaction; and 

(3) The Board of Directors, after detem1ining in good faith that the 
conditions of subparagraphs (1) and (2) of this Section were satisfied, ratified the 
transaction at its next meeting by a vote of the majority of the members of the 
Board of Directors then in office without counting the vote of the interested 
director or directors. Interested directors may be counted in determining the 
presence of a quorum at a meeting of the Board of Directors which authorizes, 
approves or ratifies the contract or transaction. 

ARTICLE VI 

MEETINGS OF THE BOARD OF DIRECTORS 

Section 6.1 Place of Meeting. All meetings of the Board of Directors shall be held at 
the principal office of this Corporation or at such other place as may be designated for that 
purpose in the notice of the meeting or, if not stated in the notice or there is no notice, at such 
place as may be set by resolution of the Board. 

Section 6.2 Meetings by Telephone or Electronic Communication. Directors may 
participate in any meeting of the Board of Directors, regular or special, through the use of 
conference telephone, electronic video screen communication, or electronic transmission by and 
to the Corporation. Participation in a meeting through conference telephone or electronic video 
screen communication constitutes presence in person at that meeting so long as all members 
participating are able to hear one another. Participation in a meeting through electronic 
transmission other than telephone conference or electronic video transmission constitutes 
presence at that meeting so long as both of the following apply: (A) each member participating in 
the meeting can communicate with all of the other members concurrently; (B) each member is 
provided the means of pmticipating in all matters before the Board of Directors, including, 
without limitation, the capacity to propose, or to interpose an objection to, a specific action to be 
taken by the Corporation. 

Section 6.3 Annual Meetings. The Board of Directors shall hold an annual meeting 
for the pmpose of organizing the Board, the election of officers, and the transaction of such other 
business as may come before the meeting. The annual meeting shall be held at such time as the 
Board may fix by resolution from time to time. No notice of the annual meeting of the Board of 
Directors need be given. 

Section 6.4 Regular Meetings. Regular meetings of the Board of Directors shall be 
held at such time as the Board may fix by resolution from time to time. No notice of any regular 
meeting of the Board of Directors need be given. 
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Section 6.5 Special Meetings. Special meetings of the Board of Directors for any 
purpose or purposes may be called at any time by the Chairperson of the Board or by two (2) or 
more Directors of this Corporation. · 

Section 6.6 Notice of Special Meetings. Notice of the time and place of special 
meetings shall be communicated personally or by telephone to each Director or sent to each 
Director by mail or other form of written communication, addressed to him or her at his or her 
address as ii is shown on the records of this Corporation. Such notice, ifmailed, shall be mailed 
at least seventy-two (72) hours prior to the time of the meeting, or if delivered personally, 
telephonically or telegraphically or by e-mail, shall be received at least forty-eight ( 48) hours 
prior to the time of the meeting. 

Section 6.7 Waiver of Notice. Notice ofa meeting need not be given to any Director 
who signs a waiver ofnotice or a written consent to hold the meeting or an approval of the 
minutes thereof, whether before or after the meeting, or who attends the meeting without 
protesting, prior thereto or at its commencement, the lack of notice. All such waivers, consents 
and approvals shall be filed with the corporate records or made a part of the minutes of the 
meeting. 

Section 6.8 Quorum. At all meetings of the Board of Directors, a majority of the then 
serving Directors, but not less than two (2), whichever is greater, shall be necessary and 
sufficient to constitute a quorum for the transaction of business, except that a majority of the 
Directors present, whether or not a quorum, may adjourn any Directors' meeting to another time 
and place. The act of a majority of the Directors present at any time at which there is a quorum 
shall be the act of the Board of Directors, unless a greater number is required by law. 
Notwithstanding the previous provisions of this Section, the Directors present at a meeting at 
which a quorum is initially present may continue to transact business notwithstanding the 
withdrawal of Directors, so long as any action taken is approved by at least a majority of the 
required quorum for such meeting. 

Section 6.9 Action Without Meeting. Any action required or permitted to be taken by 
the Board of Directors under any provision oflaw, the Articles oflncorporation or these Bylaws 
i11ay be taken without a meeting if all of the Directors individually or collectively consent in 
writing to such action. Such written consent or consents shall be filed with the minutes of the 
proceedings of the Board. Such action by written consent shall have the same force and effect as 
the unanimous vote of such Directors. Any certificate or other document filed on behalf of this 
Corporation relating to an action taken by the Board without a meeting shall state that the action 
was taken by written consent of the Board of Directors without a meeting and that the Bylaws of 
the Corporation authorize its Directors to so act. · 

Section 6.J O Prohibition Against Voting by Proxy. Directors may not vote by proxy. 

ARTICLE VII 

CORPORATE OFFICERS 
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Section 7.1 Officers. 

A. The officers of this Corporation shall include a Chief Executive Officer 
and President ("CEO"), Chairperson of the Board, Vice Chairperson of the Board, Chief 
Financial Officer ("CFO"), and a Secretary, all of whom shall be selected in accordance 
with the provisions of this Article VII. Any number of such offices may be held by the 
same perscin, but neither the Chairperson of the Board nor the President/CEO may serve 
concurrently as the Secretary or CFO of this Corporation. 

B. Except as otherwise set forth in these Bylaws, the officers of this 
Corporation shall be chosen arnrnally by the Board of Directors and shall hold office until 
his or her resignation or removal by the Board of Directors or, in the case of the 
President/CEO and Chief Financial Officer, by the Manager (during any time that the 
Management Agreement is in effect), other disqualification to serve, or until his or her 
successor shall be elected and qualified. Notwithstanding any provision to the contrary in 
these Bylaws, as long as the Management Agreement remains in effect and has not 
terminated or expired, the Manager (as defined in the Management Agreement) will be 
obligated to provide an acceptable President/CEO and Chief Financial Officer, all as set 
forth under the terms and conditions of the Management Agreement, and will have the 
right to terminate or remove the Chief Executive Officer and President and Chief 
Financial Officer, without the approval of the Board of Directors, In the event the 
Manager terminates the President/CEO or Chief Financial Officer, the Manager shall be 
required to provide a replacement of such officer to be approved by the Board of 
Directors. The Board of Directors shall have the right to require Manager to replace the 
President/CEO if the Board of Directors determines, in its sole judgment, that the 
President/CEO is unacceptable. 

C. The Board of Directors may appoint such other officers from among the 
members of the Board of Directors, such as one or more assistant secretaries or 
treasurers, as the business of this Corporation may require, each of whom shall hold 
office for such period, have such authority and perfonn such duties as are provided in 
these Bylaws or as the Board of Directors from time to time may authorize. 

Section 7.2 Removal of Officers. Subject to any consultation or approval 
requirements under the System Authority Matrix, any officer may be removed, with or without 
cause, by a majority of Directors then in office, at any regular or special meeting of the Board, 
except that if an employment agreement is in effect for any officer, its tenns shall govern the 
removal of the officer. Should a vacancy occur in any office as a result of death, resignation, 
removal, disqualification or any other cause, the Board of Directors may delegate the powers and 
duties of such office, except as otherwise provided in these By laws, to any officer or to any 
Director until such time as a successor for such office has been elected or appointed. Any officer 
shall be automatically removed as such an officer upon his or her removal as a Director in 
accordance with the provisions of Section 5.6 of these Bylaws. 

Section 7 .3 Chairperson of the Board. The Chairperson of the Board shall be elected 
from among the Directors and shall have the powers and duties usually associated with such 
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office. The Chairperson of the Board shall preside over meetings of the Board of Directors, 
supervise activities ?fthe Board, and serve as an ex-officio voting member of all Board 
committees. 

Section 7.4 Vice Chairperson of the Board. The Vice Chairperson of the Board shall 
be elected from among the Directors and, in the absence or disability of the Chairperson of the 
Board, shall perfonn all duties of the Chairperson of the Board and, when so acting, shall have 
all powers of and be subject to all restrictions upon the Chairperson of the Board. In the absence 
of both the Chairperson of the Board and the Vice Chairperson of the Board, the Board shall 
select one of its members, other than the Secretary or Treasurer, to act as Chairperson of the 
Board. 

Section 7 .5 Secretary. The Secretary shall be elected from among the Directors and 
shall keep or cause to be kept at the principal office or at such other place as the Board of 
Directors may determine, a book of minutes of all meetings of the Directors, whether annual, 
regular or special, with the time and place of the meeting, the notice given, the nan1es of those 
present at the meeting, the proceedings thereat and, if a special meeting, how it was authorized. 
The Secretary shall give or cause to be given notice of all meetings of the Board of Directors 
required by these Bylaws or by law. He or she shall keep the corporate seal in safe custody and 
shall have such other powers and perform such other duties as may be prescribed by the Board of 
Directors or these By laws. 

Section 7 .6 Treasurer. The Treasurer shall be elected from among the Directors and 
shall have the powers and duties usually associated with such office, subject to limitation or 
extension by the Board of Directors. The Treasurer shall keep and maintain or cause to be kept 
and maintained adequate and correct accounts of the properties and business transactions of this 
Corporation, including accounts of its assets, liabilities, receipts, disbursements, gains and losses. 
The books of account shall at all times be open to inspection by any Director, or the Corporate 
Member. The Treasurer shall submit or cause to be submitted to the Board of Directors ammal 
statements ofreceipts and expenditures. 

Section 7.7 President and Chief Executive Officer. The President and the Chief 
Executive Officer shall be the chief executive officer of this Corporation, shall serve as a 
member of the Corporation's executive team, and shall be an employee of the Corporation, 
except that during any period that the Management Agreement is in effect he or she shall be an 
employee of the manager thereunder. Subject to the powers of the Manager (during any time 
that the Management Agreement is in effect), the President/CEO shall be appointed by and 
subject to the removal of the Board of Directors. He or she shall report to and be accountable to 
the Manager ( during any time that the Management Agreement is in effect), and rep01i to, be 
accountable to and subject atall times to the ultimate supervision and authority of the 
Corporation's Board of Directors, shall have general supervision, direction and control of the 
business and non-Director officers of this Corporation and shall be held responsible for the 
proper functioning and management of this Corporation. The President and Chief Executive 
Officer shall possess the degree of education and experience appropriate to the proper discharge 
of these responsibilities and, if a management or employment agreement may be in effect, meet 
all of the requirements set forth in the management or employment agreement. The Board of 

11 




Directors shall initiate and conduct periodic performance reviews of the President and Chief 
Executive Officer. Subject to the direction of the Manager (during any time that the 
Management Agreement is in effect) and the ultimate supervision and control of this 
Corporation's Board of Directors, the President and Chief Executive Officer shall organize the 
administrative functions of this. Corporation, delegate duties and establish formal means of 
accountability on the part of his or her subordinate officers. The President and Chief Executive 
Officer may be an ex-officio voting member of all Advisory Committees, if so determined by the 
Board of Directors. He or she shall have the general powers and duties of management usually 
vested in the chief executive officer under the California Nonprofit Public Benefit Corporation 
Law and shall have other powers and duties as may be prescribed by this Corporation's Board of 
Directors, these Bylaws, and the System Authority Matrix. 

These powers and duties shall include, but not be limited to, the following: 

A. to suppmi and assist this Corporation in fmiherance of its charitable 
purposes, consistent with the established philosophy and mission of the Health System; 

B. to direct and implement the goals, policies and programs established for 
the Health System; 

C. to promote a high standard of quality of care provided by the Health 
System through setting goals and objectives for.quality improvement; 

D. to act as the representative of this Corporation to the public as well as to 
governmental and voluntary organizations; 

E. to make policy proposals to the Board of Directors and the Corporation's 
executives; 

F. to assume responsibility for strategic planning, financial planning, 
physical facilities, site development and program planning to meet the health needs of the 
community; 

G. to report to the Board of Directors and the Corporation's executives on the 
performance of this Corporation as well as on appropriate federal, state and local 
developments that affect health care therein; 

H. to attend all meetings of the Board of Directors and committees thereof, 
except as otherwise determined by the Board of Directors; 

, 
I. to serve on such Advisory .Board committees as dete1mined by the Board 

of Directors; 

J. to assure proper day-to-day administration of this Corporation; 
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K. to prepare an annual budget and periodically rep01t to the Board of 
Directors and to the Corporation's executives on this Corporation's financial affairs and 
condition; 

L. in consultation with the Board of Directors, to appoint each Vice President 
of the Corporation, to set the terms and conditions of employment of the Vice Presidents 
and to. evaluate their performance periodically, to assure the proper selection, 
employment, control and discharge of employees of the Corporation and the executives 
and officers of the Affiliates and Subsidiaries, and the development and maintenance of 
this Corporation's written personnel policies and practices; 

M. to assure proper maintenance and to keep the physical properties of this 
Corporation in a good state of repair; and 

N. to assure proper business management of this Corporation so that funds 
are collected and expended in keeping with sound business practice and with charity. 

Section 7 .8 Chief Financial Officer. The Chief Financial Officer shall, in coordination 
with the Treasurer, and according to the direction of the Board of Directors and the 
President/CEO, keep and maintain, or cause to be kept and maintained, adequate and correct 
books and records of accounts of the properties and business transactions of the Corporation, 
including accounts of its assets, liabilities, receipts, disbursements, gains, losses, capital, and 
fund balance. The books of account shaJI at all reasonable times be open to inspection by any 
Director. The Chief Financial Officer shall deposit aJI monies and other valuables in the name 
and to the credit of the Corporation with such depositaries as may be designated by the Board of 
Directors. He or she shall disburse the funds of the Corporation as may be ordered by the Board 
of Directors, shall render to the President and Chief Executive Officer; or the Directors whenever 
they request it, an account of all transactions as Chief Financial Officer and of the financial 
condition of the Corporation, and shall have other powers and perform such other duties as may 
be prescribed by the Board of Directors or the Bylaws. Subject 'to the powers of the Manager 
(during any time that the Management Agreement is in effect), the Chief Financial Officer shall 

. be appointed by and shaJI be subject to removal by the President and Chief Executive Officer of 
the Corporation. He or she shall report to and be accountable to the Board of Directors of this 
Corporation, the President and Chief Executive Officer, and the Manager (during any time that 
the Management Agreement is in effect). · 

Section 7.9 Reporting Relationship of Ce1iain Corporate Officers to the Board of 
Directors. Persons serving from time to time in the positions of Corporate Responsibility Officer 
and Vice President and General Counsel shall report to and be accountable to the Board of 
Directors and the President and Chief Executive Officer and each of them shall be entitled to 
confidential access to the Chairperson and other members of the Board of Directors as necessary 
or advisable to carry out such person's duties in such position. 

Section 7.l O Resignation. Any officer may resign at any time by giving written notice 
to the Corporation. Any resignation shall take effect at the date of the receipt of that notice or at 
any later time specified in that notice; and, unless otherwise specified in that notice, the 
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acceptance of the resignation is without prejudice to the rights, if any, of the Corporation under 
any contract to which the officer is a party. 

Section 7.11 Vacancies. A vacancy in any office because of death, resignation, 
removal, disqualification or any other cause shall be filled in the manner prescribed in these 
Bylaws for regular appointments to that office. 

ARTICLE VIII 

COMMITTEES 

Section 8.1 Generally. 

A. The Board of Directors may by resolution establish (]) Committees of the 
Board which shall have legal authority to act for this Corporation and, as determined by 
the Board of Directors, the Health System, and (2) Advisory Committees. Committees 
may be either standing or special. Members of all conm1ittees shall serve at the pleasure 
of the Board. Any Committee of the Board which shall have legal authority to act for this 
Corporation, to the extent provided in a resolution of the Board, shall have all authority 
of the Board, except with respect to: 

(]) The approval of any action for which the California Nonprofit 
Public Benefit Corporation Law or these Bylaws also require approval of a 
majority of this Corporation's Board of Directors; 

(2) The filling of vacancies on the Board of Directors or on any 
conunittee that has the authority of the Board; 

(3) The amendment or repeal of any resolution of the Board of 
Directors that by its express terms is not so amendable or repealable; 

(4) The appointment of other committees or members thereof; 

(5) The approval of any self-dealing transaction, except as provided in 
Section 5233(d)(3) of the California Nonprofit Public Benefit Corporation Law; 

(6) Any decision with respect to the retention or termination of the 
· Chief Executive Officer, approval or amendment of any operating or capital 
budget, approval of the annual audit, amendment of these Bylaws, any 
unbudgeted capital expenditure, or any decision with respect to the acquisition, 
divestiture, sale or other disposition of Corporation's assets, or the creation of any 
new Corporation liabilities, or the exercise of any reserved power held by the 
Corporation with respect to any of the Affiliates. 
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B. The Board of Directors shall have the power to prescribe the manner in 
which proceedings of any committee shall be conducted. In the absence of any such 
prescription, such committee shall have the power to prescribe the manner in which its 

. proceedings shall be conducted. Unless these Bylaws, the Board or such committee shall 
otherwise provide, the regular and special meetings and other actions of any committee 
shall be governed by the provisions of Article VII of these Bylaws. Each committee shall 
keep minutes of its proceedings and shall report the same to the Board from time to time, 
as the Board of Directors may require. The Board of Directors shall review the charter of 
each committee governed by a charter at least once every two years. 

Section 8.2 Committees of the Board. Only Directors may be appointed as voting 
members of Committees of the Board. Each Committee of the Board shall consist of five (5) or 
more Directors, with at least one ( 1) member of each Committee being a BM Director 
Appointee. The Chairperson and members of Committees of the Board shall be appointed by the 
Board of Directors.· The Board may designate one or more Directors as alternate members of 
any such committe.e, who may replace any absent member at any meeting of the committee. 

Section 8.3 Adviso1y Committees. Advisory Committees may consist of two or more 
persons and may consist of Directors only, Directors and non-Directors, or non-Directors only, 
and may include non-voting members and alternate members. The Chairperson and members of 
Advisory Committees shall be appointed by the Chairperson of the Board or the Board of 
Directors. Advisory Committees shall have no legal authority to act for this Corporation. 

Section 8.4 Executive Committee. 

A. There may be an Executive Committee which, if established, shall consist 
of such members of the Board of Directors as the Board may designate, and shall include 
at least one BM Director Appointee. The Chairperson of the Executive Committee shall 
be the person then serving as Chairperson of the Board. The Executive Committee shall 
have authority to act for this Corporation, subject to the provisions of Section 8.1 (A) of 
these Bylaws, as to those matters which may arise and cannot be handled in the ordinary 
course ofregular or special meetings of the Board of Directors. 

B. The establishment of an Executive Committee and the delegation of 
authority to it shall not operate to relieve the Board of Directors or any individual 
Director of any responsibility imposed on it or him or her by law, by the A11icles of 
Incorporation of this Corporation or these Bylaws. 

C. The Executive Committee shall meet at such times as it deems necessary, 
provided that reasonable notice of all meetings of the Executive Committee shall be 
given to its members and no act of the Executive Committee shall be valid unless 
approved by the vote of a majority, or by the unanimous written consent, of its members. 

Section 8.5 Audit Committee. In a fiscal year in which the Corporation's gross 

revenue is $2,000,000 or more, the Corporation shall appoint an andit committee (the "Audit 

Conunittee"), shall hire an independent auditor, and shall have such auditor prepare an audited 
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financial statement. Such $2,000,000 threshold excludes grants received from and contracts and 
services with government entities for which the governmental entity requires an accounting of 
funds received. 

A. Members. The Audit Committee may include non-Board members, but it 
may not include any members of the staff, the President/CEO, or the CFO. If the 
Corporation has a Finance Committee, it shall be separate from the Audit Committee. 
The Audit Committee may include members of the Finance Committee, but such 
overlapping members shall constitute less than half of the Audit Committee and the 
chairperson of the Audit Committee may not be a member of the Finance Committee. 
Any person who has any material financial interest in any entity doing business with the 
Corporation may not serve on the Audit Committee. Each member of the Audit 
Committee shall serve as such until such member's successor shall be appointed by the 
Board of Directors. In the event that any member of the Audit Committee shall resign or 
cease to be a Director of the Corporation, the vacancy thus caused shall be filled by the 
Board. The Audit Committee shall be an Advisory Committee and shall operate in 
accordance with this Section 8.5 and the charter adopted by the Board of Directors as in 
effect from time to time. The Audit Committee shall consist of not fewer than three 
members, all of whom shall be or shall be capable of becoming familiar with basic 
financial statements and accounting principles, and all of whom shall be deemed by the 
Board of Directors to be free of any relationship that would interfere with independent 
judgment. The Audit Committee shall meet at least quarterly, and shall meet at least 
annually with the outside auditor or auditors of the Corporation in the absence of all 
members who are employees of the Corporation or any Affiliate controlled by the 
Corporation. 

B. Duties of the Audit Committee. Subject to the supervision of the Board, 
the Audit Committee shall exercise the following powers, responsibilities, and duties: 

(I) To make reconunendations to the Board regarding the 
appointment, retention, and termination of the independent auditor for the 
corporation and the Affiliates; 

(2) To negotiate the auditor's compensation; 

(3) To confer with the auditor to satisfy its members that the financial 
affairs of the corporation and the Affiliates are in order; 

(4) To review the audit and decide whether to accept it; and 

(5) To assure that any non-audit services perforn1ed by the auditor 
conform to the applicable independent standards and to approve such nonaudit 
services. 
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C. Compensation. No member of the Audit Committee shall receive 
compensation for serving on the Audit Committee. An Audit Committee member may be 
reimbursed for reasonable expenses incurred in attending such meetings. 

D. Control by the Board. The Audit Committee shall be subject at all times 
to the control of the Board, which shall have the power to revise or alter any action taken 
by the Audit Committee; provided, however, that no rights of third parties shall be 
affected thereby. 

Section 8.6 Financial Statements Must Be Made Available. If the Corporation 
prepares an audited financial statement (either in accordance with Section 8.5 above or 
otherwise), such audited financial statement shall be made available for inspection by the 
California Attorney General and by all members of the public no later than nine months after the 
close of the relevant fiscal year in the same manner as the corporation's Internal Revenue 
Service Form 990. Each ammal financial statement shall be made available to the public for 
three years. 

Section 8.7 Nominating Committee. The Nominating Committee shall be a standing 
advisory committee and shall be composed of five (5) Directors appointed by the Chairperson, 
including one BM Director Appointee. The Nominating Committee shall have the authority and 
responsibility to: 

A. Recruit, screen, and evaluate candidates for Directors of this Corporation 
and other entities in which the Corporation has the right or power to appoint directors or 
managers and shall solicit recommendations and input from all Directors, BlueMountain 
Capital Management, LLC, and Manager for nominees to the Board of Directors; 

B. Nominate Director nominees to the Board of Directors, and of other 
entities for which this Corporation has the right to appoint directors or managers; and 

C. Perforn1 such other functions as may be assigned to it by the Board of 
Directors. 

Section 8.8 Executive Compensation Review and Approval. During any period that 
the President/CEO and CFO are employed by the Corporation, rather than the Manager, the 
Board, or any authorized Committee of the Board, shall review and approve the compensation, 
including benefits, of the President/CEO and the CFO to ensure that each such officer's 
compensation is just and reasonable. Such review and approval shall occur when the officer is 
initially hired; whenever the officer's term of employment is renewed or extended, and when the 
officer's compensation is modified, unless such modification applies to substantially all 
employees. 

Section 8.9 Term of Office. The Chairperson and each member of a standing 
committee shall serve until the next election of Directors and until his or her successor is 
appointed or until such committee is sooner terminated or until he or she is removed, resigns or 
otherwise ceases to qualify as a member of the committee. The Chairperson and each member of 
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a special committee shall serve for the life of the committee unless they are sooner removed, 
resign or cease to qualify as members of such committee. 

Section 8.10 Vacancies. Vacancies on any committee may be filled for the unexpired 
portion of the term in the same manner as provided in the case of original appointments. 

Section 8.11 Quorum. At all committee meetings, a majority of committee members 
then serving, but not less than three (3 ), whichever is greater, shall be necessary and sufficient to 
constitute a quorum for the transaction of business, except that a majority of committee members 
present, whether or not a quorum, may adjourn any committee meeting to another time and 
place. The act ofa majority of the committee members present at a meeting at which there is a 
quorum shall be the act of the committee. Notwithstanding previous provisions of this Section, 
the committee members present at a meeting at which a quorum is initially present may continue 
to transact business, notwithstanding the withdrawal of committee members, so long as any 
action taken is approved by at least a majority of the required quorum for such meeting. 

ARTICLE IX 

GENERAL PROVISIONS 

Section 9.1 Voting Interests. The Corporation may vote any and all shares held by it 
in any other corporation and may exercise any and all membership rights held by it in any other 
corporation. Such action shall be undertaken or evidenced on behalf of this Corporation by such 
officer, agent or proxy as the Board of Directors may appoint or, in default of any such 
appointment, by the Chairperson of the Board or by an officer who is also a Director and, in such 
case, such person may likewise appoint a proxy to vote shares. 

Section 9.2 Checks. Drafts. Etc. All checks, drafts or other orders for payment of 
money, notes or other evidences of indebtedness issued in the name of or payable to this 
Corporation and any and all securities owned or held by this Corporation requiring signature for 
transfer shall be signed or endorsed by such person or persons and in such manner as from time 
to time shall be determined by the Board of Directors. 

Section 9.3 Execution of Contracts. Except as otherwise provided in these Bylaws, 
the Board of Directors may authorize any officer or officers, agent or agents to enter into any 
contract or execute any instrument in the name of and on behalf of this Corporation and such 
authority may be general or confined to specific instances. Unless so authorized by the Board of 
Directors or by the System Authority Matrix, no officer, agent or employee shall have any power 
or authority to bind this Corporation by any contract or engagement or to pledge its credit or to 
render it liable for any purpose or in any amount. 

Section 9.4 Inspection of Corporate Records. The accounting books and records of 
this Corporation and the minutes of proceedings of this Corporation's Board of Directors and 
Committees shall be open to inspection upon the written request of any Director at any 
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reasonable time and for any purpose reasonably related to the interests of the Director. Such 
inspection may be made in person or by an agent or attorney. 

Section 9.5 Annual Report. The Board of Directors shall cause an annual report to be 
sent to each Director of this Corporation no later than one hundred twenty ( 120) days after the 
close of this Corporation's fiscal or calendar year. Such annual report shall be prepared in 
conformity with requirements of the California Nonprofit Public Benefit Corporation Law. 

Section 9.6 Dissolution. The property and assets of this Corporation are irrevocably 
dedicated to charitable, educational and scientific purposes. Upon the winding up and 
dissolution of this Corporation, its assets remaining, after payment or adequate provision for 
payment of all debts and obligations of this Corporation, shall be distributed in accordance with 
the dissolution provisions set forth in this Corporation's Articles oflncmporation. 

Section 9.7 Fiscal Year. The fiscal year of this Corporation shall begin on the first 
day of July each year and end on June 30th of the following year. 

Section 9.8 Review of Bylaws. At least once every two (2) years, the Board of 
Directors shall review these By laws and reconunend changes. 

ARTICLEX 

INDEMNIFICATION AND INSURANCE 

Section 10.1 Indemnification. To the full extent permitted by law and in the manner 
provided by law, this Corporation may, and if the law requires it shall, indemnify against liability 
and hold harmless any person who was or is a party to or is threatened to be a party to or is 
otherwise involved in any threatened, pending or completed action, suit or proceeding, whether 
civil, criminal, administrative or investigative, by reason of the fact that such person is or was a 
Director, officer, employee or agent of this Corporation when serving in an official capacity on 
behalf of this Corporation, or is or was serving at the request ohhis Corporation as a member, . 
director, officer, employee or agent of another corporation, domestic or foreign, nonprofit or for
profit, paiinership, joint venture, trust or other enterprise. The foregoing rights of 
indenmification shall not be deemed to be exclusive of ai1y other rights to which such person 
may be entitled under applicable law, and shall continue as to a person who has ceased to be a 
Director, officer, employee, or agent of this Corporation and shall inure to the benefit of the 
estate, executors, administrators, heirs, legatees or devisees of any such person to the extent such 
action, suit or proceeding smvives the death of such person. 

Section 10.2 Payment of Expenses. This Corporation may pay expenses, including 
attorneys' fees, inci11Ted in defending any action, suit or proceeding referred to in this Article in 
advance of the final disposition of such action, suit or proceeding as authorized by the Board of 
Directors in the specific case and as permitted by law. 

Section 10.3 Insurance. This Corporation may purchase and maintain insurance on 

behalf of any person who is or was a Director, officer, employee or agent of this Cmporation 
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when serving in an official capacity on behalf of this Corporation, or is or was serving at the 
request of this Corporation as a member, director, officer, employee or agent of another 
corporation, domestic or foreign, nonprofit or for-profit, partnership, joint venture, trust or other 
enterprise, against any claim or liability asserted against such person and incurred in any such 
capacity, or arising out of such person's status as such, whether or not this Corporation would be 
required or would have the power to indemnify such person against such liability under this 
Article or otherwise. 

ARTICLE XI 

MAINTAINING A UNIFIED HEALTH SYSTEM 

Section l I. l Generally. In order to establish the relationships among organizations in 
the Health System which are necessary to maintain a unified system, this Corporation shall 
require that the governing document or documents of any entity of which this Corporation is the 
sole corporate member or controlling organization contain the following: 

A. Provisions which reserve to this Corporation the powers over such entity, 
as may be required by applicable Health System policies; 

B. Provisions which reserve to such entity powers over organizations it 
controls, as may be required by applicable Health System policies; and 

C. Provisions which require such entity to require that the governing 
· document or documents of organizations it controls contain a provision which reserves to 
this Corporation, the powers set forth in these Bylaws, the governing document or 
documents of such entity or applicable Health System policies (including the System 
Authority Matrix). The term "governing document or documents," is used in this Article 
as a generic form to describe the organizational documents by which an entity is legally 
formed in a particular state and includes, but is not limited to, articles of incorporation, 
bylaws, governing resolutions, articles of partnership, joint venture agreements, and any 
other document which creates or governs the organization or entity. 

Section 11.2 Exercise of Reserved Powers. All action by this Corporation as the 
corporate member or controlling entity ofan Affiliate shall be by this Corporation's Board of 
Directors. 

ARTICLE XII 

GENDER AND NUMBER 

Words used herein regardless of the number and gender specifically used, shall be 
deemed and construed to include any other number, singular or plural, and any other gender, 
masculine, feminine or neuter, as the context requires. 
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ARTICLE XIII 


AMENDMENTS 


These Bylaws or any part thereof may be amended or repealed or new Bylaws may be 
adopted by the affinnative vote of a majority of the Directors then in office. 
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