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AND NOW, this day of 2024, it is hereby ORDERED
and DECREED that a hearing with counsel is scheduled for at

, at the Delaware County Courthouse, located at 201 W. Front Street, Media, PA, 19103.
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: No.

CIVIL ACTION-LAW

COMPLAINT

The Commonwealth of Pennsylvania acting as parens patriae through its Attorney

General, Michelle A. Henry, files this instant complaint to sustain healthcare in Delaware
County through: seeking Preliminary Injunctive Relief, redressing Prospect Medical Holdings
breach of contract; revoking the corporate franchise of the defendant Prospect Crozer, LLC;
appointing a receiver over the assets of the said defendant; and providing funding for the

operational costs of Prospect Crozer throughout the receivership. In support, the Commonwealth

respectfully offers the following:



BACKGROUND

In 2016, this Court approved the sale of the assets of the nonprofit, charitable Crozer
Keystone Health System (“CKHS”) based upon the commitments of Prospect Medical Holdings
set forth in the J anuafy 8, 2016, Asset Purchase Agreement (the “APA”) to continue the mission
of CKHS in providing access to affordable medical care to the community. A true and correct
copy of the APA is attached as Exhibit “A.” Instead of managing the health care system in a
commercially reasonable manner, however, Prospect Medical Holdings funded the distribution
of at least $457 million in dividends to its investors through a $1.12 billion dollar loan. Prospect
Medical Holdings then proceeded to engage in the sale and lease-back of the system’s real estate
holdings. The resulting additional lease obligations contributed to the Prospect Medical
Holdings’ financial instability and Prospect Crozer’s shuttering a variety of program service
lines; closing two of the former CKHS’s hospitals; failing to pay lease obligations; failing to
timely pay real estate taxes; failing to timely pay its staff and vendors, failing to fully fund and
terminate the system’s pension obligations; failing to maintain major service lines without
support from other systems in the area; and the losing of accreditation of the surgical residency
program. Moreover, the dividend was made despite the system’s insolvency and unjustly
enriched Leonard Green and Partners, Samuel Lee, and David Topper, at the public’s injury and
expense as the intended third-party beneficiary of the APA.

Prospect Crozer LLC has indicated that its financial problems may result in the reduction
of other available critical services at its Crozer-Chester Medical Center. Further suspension of
services and closure of its facilities will violate the obligations of Prospect Medical Holdings

pursuant to the APA,



JURISDICTION

1. This Court has jurisdiction over this action and the Defendants pursuant to 42 Pa.
C.S. § 931(a).
VENUE

2. Venue rests in this Court pursuant to 42 Pa. C.S. § 931(c); Paragraph 14.6 of the
APA which provides that, “any dispute arising out of this Agreement shall be the state or federal
courts of the Commonwealth of Pennsylvania;” and the presence of Prospect Medical Holdings
and Prospect Crozer LLC (“Defendants Prospect™).

PARTIES

3. Plainﬁff is the Commonwealth of Pennsylvania acting as parens patriae through
its Attorney General, Michelle A. Henry (“COMMONWEALTH?”), with its pertinent office at |
1600 Arch Street, Suite 300, Philadelphia, PA 19103.

4, Defendant Prospect Medical Holdings (“HOLDINGS?) is a Delaware Corporation
with its principal office located at 3415 Sepulveda Blvd., Los Angeles, CA 90034.

5. Defendant Prospect Crozer, LLC (“PROSPECT CROZER”) is a Pennsylvania
limited liability company with its principal place of business located at 100 West Sproul Road,
Springfield, PA 19064.

6. Prospect Crozer is comprised of four hospitals: Crozer-Chester Medical Center
(“Crozer-Chester”), located at 1 Medical Center Blvd., Chester, PA 19013, Delaware County
Memorial Hospital (DCMH?”), located atv 501 N. Lansdowne Avenue, Drexel Hill, PA 19026,
Springfield Hospital (“Springfield”), located at 100 W. Sproul Road, Springfield, PA, 19064,

and Taylor Hospital (“Taylor”), located at 175 E. Chester Pike, Ridley Park, PA 19078.



7. Defendant Samuel Lee (“LEE”) serves as HOLDINGS’ Chief Executive Officer
and has served as Chairman of HOLDINGS’ Board of Director’s since HOLDINGS’ purchase of
CKHS.

8. | Defendant David Topper (“TOPPER?) is the Co-Chief Executive Officer of
HOLDINGS and President of Alta Hospital Systems, LLC.

9. Defendant Leonard Green & Partners (“PARTNERS”) operates as a private
equity ﬁrm located at 1111 Santa Monica Blvd., Suite 2000, Los Angeles, California, 90025,

FACTS

A. Prospect’s Acquisition of the Crozer Keystone Health System

10.  Paragraphs 1 through 9 are incorporated herein as if fully set forth.

11.  HOLDINGS acquired its interests in CKHS through the January §, 2016 APA
approved by this Court on June 28, 2016. See Order Exhibit “A.”

12. HOLDINGS pledged to maintain important health care services in the community
by keeping all CKHS hospitals open for at least a ten (10) year period.

13.  Under Paragraph 11.15 of the APA, entitled “Availability of Services,”
HOLDINGS agreed that “Buyers shall: (a) for as long as buyers own and operate one or more of
the hospitals, use commercially reasonable efforts to ensure the residents of Delaware County,
Pennsylvania have access to a full range of healthcare services including primary, secondary and
tertiary care, specialty and hospital-based services, and emergency and urgent care facilities to
support the needs of the community . ...” A true and correct copy of the APA is attached as
Exhibit “B”, pgs. 58-59.

14, Pursuant to Paragraph 11.16 of the APA entitled, “Future Sale or Closing,”

HOLDINGS agreed not to close any of CKHS’s hospitals offering general acute care services for



a period of ten (10) years without obtaining consent from the Local Advisory Board and
Foundation. See Exhibit B, pg. 59.

15, Pursuant to Paragraph 2.4 of the APA entitled, “Pension Funding,” HOLDINGS
agreed to assume the CKHS Employees Retirement Plan. See Exhibit B, pgs.14-15.

16.  OnMay 4, 2016, the Commonwealth convened a public hearing in Upland, PA,
during which public comments were made by HOLDINGS officials which included Tom
Reardon, who at the time was President of Prospect East. Mr. Reardon publicly stated in
discussing the pension plan, “We have also committed to terminate the plan within five years of
the acquisition of Crozer-Keystone and fully fund 100 percent of the benefits in accordance with
applicable laws after the termination - ndrmally within 12 to 18 months.” A true and correct copy
of the public hearing transcript is attached as Exhibit “C”, pg. 17.

17. At the public hearing Mr. Reardon further stated, “We’ve also committed to the
critical service lines, such as emergency department, trauma, behavioral health, maternity, and
pediatrics who will remain in place or expand. We are an expansion company, not a contraction
company.” See Exhibit C, pg. 17.

18.  The Commonwealth reviewed the terms of the APA prior to the sale and, based
upon the representations and commitments made by the HOLDINGS, did not raise any
objections.

19.  Thereafter, following an evidentiary hearing, this Court entered the June 28, 2016
Order approving the sale. The Order further allowed “After payment of the debts and liabilities
of the Crozer-Keystone Health System, Crozer-Keystone Health System is authorized to transfer
to Crozer-Keystone Community Foundation (“the Foundation™) the net proceeds and cash or

investments assets remaining from the sale proceeds.” See Exhibit A.



20.  Subsequently, on June 30, 2016, the parties to the APA agreed to a Third
Amendment. A true and correct copy of the same is attached as Exhibit “D”.

21, Section 7(c) of the Third Amendment to the APA, entitled “Post-Closing
Commitment” provides:

“Within five (5) years after the Effective Time and subject to
applicable filing and authorization by the applicable Government
entity, Buyers shall adopt a plan amendment to terminate the DB
Pension Plan effective within such five (5) year period and
thereafter, in accordance with applicable law, shall liquidate fully
fund and satisfy, and pay all benefits owed to participants and
beneficiaries of, the DB Pension Plan by providing for lump sum
distributions to participants, purchasing annuities for participants
who do not elect for a lump sum distribution or otherwise in
accordance with the terms, conditions and provisions of the DB
Pension Plan (as in effect at the Effective Time) and with applicable
faw.”

22.  The section goes on to defer the termination for up to two years depending upon
whether the discount rate of the Internal Revenue Service fell below 4.12% during certain time
periods. See Exhibit “D”, pgs. 3-4.

23.  In September 2024, the Pension Benefit Guaranty Corporation (PBGC) asserted a
lien against HOLDINGS for failing to pay into Prospect Crozer’s employees’ pension plan, for
an amount totaling approximately $12 million dollars,

24.  To date, HOLDINGS has not yet fulfilled its pension obligation commitment
pursuant to the APA.

B. HOLDINGS'’s Debt Recapitalization and Rhode Island Findings

25. In 2018, HOLDINGS borrowed $1.12 billion dollars, secured by HOLDINGS’

properties owned in Pennsylvania, California and Connecticut.



26.  Upon information and belief, HOLDINGS then distributed $457 million in
dividends to its private shareholders and executives, including distributions to LEE and
TOPPER, of which at least $90 million was distributed to LEE.

27.  Upon information and belief, during the time that PARTNERS had an ownership
interest in HOLDINGS, PARTNERS received over $600 million in dividends and management
fees.

28.  Upon information and belief, to repay the 2018 $1.12 billion loan, HOLDINGS
sold propetties in its California, Connecticut and Pennsylvania healthcare systems to Medical
Properties Trust (“MPT”).

29.  The sale of these properties saddled PROSPECT CROZER with excessive
monthly rent liabilities it could not afford to sustain. In the case of the Crozer hospitals, that
rental payment was approximately $35 million per year. According to reports filed with the
Pennsylvania Healthcare Cost Containment Council, Crozer Health System has had negative net

patient revenue in almost every year since 2016. See Table 1.

TABLE 1
NET AMOUNTS IN MILLIONS
PATIENT OPERATING
YEAR HOSPITAL REVENUE EXPENSES PROFIT/LOSS

2023 Crozer-Chester $427 $559 _ $-132
2022 Crozer-Chester $429 $520 $-91
2021 Crozer-Chester $511 $524 $-13
2020 Crozer-Chester $499 $508 $-9
2019 Crozer-Chester $521 $517 $4
2018 Crozer-Chester $496 $537 $-41
2017 Crozer-Chester $542 $527 $15
2016 Crozer-Chester $488 $490 $-2
2023 DCMH $30 $55 $-25
2022 DCMH $56 $113 $-57
2021 DCMH $150 $140 $10



2020 DCMH $133 $144 $-11

2019 DCMH $141 $154 $-13
2018 DCMH $129 $163 $-34
2017 DCMH $157 $168 $-11
2016 DCMH $153 $162 - $9

Source: Penusylvania Cost Containment Council Hospital Financial Reports

30.  Not only was the Crozer Health System not generating enough surplus revenue to
afford another $35 million in rent, it was not generating enough revenue for general capital -
improvements, replacement of equipment like CAT scans and MRIs and physician recruitment,
and was essentially insolvent.

31 In 2021, PARTNERS sold its approximate 60% share in HOLDINGS for $12
million to LEE and TOPPER who had been minority owners. The money to buy back
PARTNERS’ shares was paid by HOLDINGS.

32.  Inthe recent Rhode Island Attorney General’s action against HOLDINGS, the
Rhode Island court found that, “the 2018 [dividend] transaction substantially weakened the
balance sheet of [Respondent], benefitting the shareholders while providing minimal or no funds
to any of the local operating entities (citations omitted).” A true and correct copy of the Rhode
Island Court’s June 12, 2024 Opinion is attached as Exhibit “E.” See pgs. 5-6.

33.  The Rhode Island court found that HOLDINGS has been “effectively using the
Hospitals® accounts payable as a line of credit to pay bills for its other hospitals around the
country” and prioritizing its California investments over other states citing testimony from
HOLDINGS® CFO who testified: |

“In the last year owr regulator, the California regulators and the
Department of Managed Healthcare and our lenders have required
us to replace our collateral into cash for what is being needed to meet

[California Department of Managed Healthcare] requirements. . . .”
Furthermore, Defendant states in order to meet regulatory



requirements for licensing by the California Department of
Managed Healthcare, it must have over $130 million in cash or cash
equivalents available.

See Exhibit E, pgs. 25-26.

34, HOLDfNGS’ representative testified that the company has total assets of $2
billion and total liabilities of $4 billion. See Exhibit “E,” pg. 28.

35.  HOLDINGS taking on $1.12 billion in debt, distributing $457 million in
dividends to its shareholders, and the subsequent funding of LEE and TGPPER’S purchase of
HOLDINGS’ shares from Partners, did not constitute “commercially reasonable efforts to ensure
the residents of Delaware County, Pennsylvania have access to a full range of health care
services...” See Exhibit B, pgs. 58-59.

" C. Dismantling of the Prospect Crozer Health System

36.  As of the date of HOLDINGS’ acquisition of CKHS in 2016, there were four
hospitals operating in the system: Crozer-Chester, DCMH, Springfield, and Taylor were operated
37.  Despite HOLDINGS’s contractual commitment to keep all of the CKHS’s

hospitals open for ten (10) years, both Springfield and DCMH are now closed.

38.  Upon information and belief, Prospect Crozer has been unable to properly
maintain and staff its critical service lines at Crozer-Chester without ~S!.lbstanti&ll outside
assistance from Temple Health, Jefferson Health, and Nemours Children hospital systems.

39. At Crozer-Chester, Temple Health is providing its medical services for kidney
transplant, cardiac surgery, and interventional pulmonary. Jefferson Health is providing its
medical services for neurosurgery. Nemours Children is providing its medical services for

neonatal intensive care unit and well-baby nursery.



40.  According to PROSPECT CROZER’s website, all hospital-based services at
Springfield Hospital were temporarily suspended as of January 14, 2022. More than two years
later, the “temporary” suspension remains and the hospital has not reopened in violation of the
2016 APA. A true and cotrect copy of the Crozer Health Website Printout is attached as Exhibit
o »

41, On or about September 21, 2022, PROSPECT CROZER announced that DCMH
would be converted from an acute care hospital to a behavioral health center without noticing the
Foundation nor receiving its consent as required under the APA.

42. On Septembér 23,2022, PROSPECT CROZER’s Vice President of Human
Resources, Thomas Shull, issued a WARN Notice. The Notice stated that DCMH intended to
discontinue acute care service lines as of November 26, 2022, and 334 employees’ jobs would be
impacted. A true and correct copy of the WARN Notice attached as Exhibit “G”.

43,  Additionally, around this same time, HOLDINGS issued its health and
stabilization plan. The implementation of this plan would reduce the number of hospitals within
PROSPECT CROZER from four to two. A true and correct copy of the Health and Stabilization
Plan attached as Exhibit “H”.

44.  Prior to this announcement, PROSPECT CROZER had already eliminated several
key service lines at DCMH including the ICU, Labor and Delivery, and Pulmonology.

45.  On September 28, 2022, the Foundation for Delaware County (“Foundation”)
filed for a Preliminary injunction against Defendants HOLDINGS and PROSPECT CROZER to
stop the closure of DCMH.

46.  On October 5, 2022 the Attorney General’s Office filed a joinder to the

Foundation’s Petition.
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47.  After an evidentiary hearing on the Foundation’s petition, this Court entered an
Order on October 11, 2022 requiring that Defendants “shall maintain all services presently
offered at Delaware County Memorial Hospital and all present operations of Delaware County
Memorial Hospital and shall not directly or indirectly engage in any activity that would in any
way materially and adversely affect such services or operations.”

48.  On November 1, 2022, this Court denied HOLDINGS® motion to dissolve the
Preliminary Injunction, affirming its decision to prevent Defendants from closing DCMH.

49.  On November 4, 2024, due to inadequate radiological staffing, the Department of
Health issued an Order suspending emergency department services and banning admissions,
which effectively closed DCMH until the violations could be cured.

50.  OnNovember 10, 2022, HOLDINGS filed its Application for an Expedited
Appeal to the Commonwealth Court of this Court’s preliminary injunction.

51.  On December 8, 2022, the Commonwealth Court granted HOLDINGS’
Application for a Stay of this Court’s Preliminary Injunction

52. OnDecember 20, 2023, the Supreme Court granted the Foundation’s Petition for
Allowance of Appeal of the Commonwealth Court’s decision.

53.  The Supreme Court has not yet issued its decision on whether the Commonwealth
Court erred in its decision to Stay the Preliminary Injunction.

D. The Stay of Litigation to Find a Successor Nonprofit Provider and Failed Sale Process

54.  While the Court’s decision was on appeal, all parties reached an agreement to stay
the underlying litigation for a period of 270 days to attempt to find a nonprofit buyer for the
assets of PROSPECT CROZER. The agreement was approved by this Court on February 1,

2024,
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55. The stay expired on Monday, October 28, 2024 and the sale process has now
failed.

56.  The Commonwealth has been advised that Prospect will discontinue key service
lines at some point in the near future.

57.  Crozer-Chester Medical Center is the only hospital within Delaware County with
Burn and Trauma setrvices.

58.  Crozer-Chester Medical Center’s burn center is the only accredited burn center in
Delaware County. The next closest burn centers are: Temple Health (approximately 43 minutes
away), Jefferson Health (approximately 29 minutes away), Saint Christopher in Philadelphia (36
minutes away), Lehigh Valley in Allentown (1 hour 18 minutes away) and John Hopkins in
Baltimore, Maryland (1 hour 50 minutes away). Residents of Southern New Jersey do not have a
burn center and they likewise rely heavily on Crozer to treat their burn patients.

59.  Crogzer-Chester is the only accredited Level 2 trauma center in Delaware County.
The next closest trauma centers are: Penn Presbyterian Medical Center Level 1- Philadelphia (28
minutes away); Children’s Hospital of Philadeiphia Level 1 — Philadelphia (28 minutes away);
Lankenau Hos,pitai Level 2 - Wynnewood (36 minutes away), Paoli Memorial Hospital Level 2-
Paoli-(zlt?. minutes away); Thomas Jefferson University Level 1 — Philadelphia (29 minutes
away); Christiana Care‘HOSpital Level 1 - Newark, DE. (32 minutes away); Nemours Children
Hospital Level 1 — Wilmington DE (23 minutes away).

60.  These critical service lines play an essential role in providing timely and
* specialized care that saves lives.

61.  PROSPECT CROZER’s ctitical service lines are vital not only for immediate

emergency care but also long-term recovery and rehabilitation.
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62. If Crozer-Chester Medical Center burn and trauma centers close, it would
immediately impact the health and safety of the residents of Delaware County and leave a
significant gap in these healthcare services.

63.  The threatened closure of critical services lines will also result in the public’s loss
to accessible health care providers, and other adverse consequences, including, but not limited to:

a. Putting immense pressure on surrounding hospitals, leading to longer
response times in critical situations, including longer Emergency Room
waiting times, and ultimately jeopardizing the well-being of the entire
community;

b. Increasing demand for services at the nearest hospitals beyond their
abilities to absorb additional patients affecting not only the additional

patients but those already receiving care at those hospitals;

C. Diminishing the likelthood of good medical outcomes for impacted
patients;
d. Frustrating patient families without their own transportation to participate

in the care and treatment of their loved ones; and
e. Burdening EMS transports as they will require additional time to get to
hospitals located further away.
64.  In a statement published by the Delco Times in September 2024, PROSPECT
CROZER admitted that its Burn Center and Level I Trauma Center provides crucial lifesaving
ser\}ices for the resivdents of Delaware County. It specifically states, “Our facilities provide the

essential medical care that can mean the difference between life and death.” A true and correct
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copy of the statement contained on the Crozer Health website at www.crozerhealth.org is
attached as Exhibit “T”,

D. Need to transfer PROSPECT CROZER back to nonprofit charitable entity.

65. HOLDINGS’s intentional diminution of PROSPECT CROZER’s ability to
function by prioritizing unwarranted, unlawful dividends to investors and insiders, as well as its
overall mismanagement has left PROSPECT CROZER little chance to continue as a going
concern.

66. PROSPECT CROZER is expected to provide emergency room services for more
than 65,000 thousand patient visits through 2024. A true and correct copy of the Statistics
Provided by Prospect Crozer’s CEQ’s Anthony Esposito is attached as Exhibit “J.”

67. PROSPECT CROZER operates a trauma unit and operates one of only 7 burn
units in Pennsylvania.

68.  PROSPECT CROZER’s closure of service lines will harm the citizens of
Pennsylvania generally and the citizens of Delaware County specifically.

69.  Based upon the Commonwealth’s experience, nearly every for-profit hospital
owner in Pennsylvania has eventually closed or sold back to nonprofit systems, and it is not in
the public’s interest to allow PROSPECT CROZER to retain ownership and control of the
remaining assets of the former CKHS while it closes the service lines as alleged.

CLAIMS FOR RELIEF

COUNT I - BREACH OF CONTRACT
Contractual Violations of the Asset Purchase Agreement and Order Approving the Sale
Commonwealth v. Holdings, Prospect Crozer, Lee, and Topper

70.  Paragraphs 1 through 69 are incorporated as if fully set forth.
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71. Pursuant to Section 5976 of the Nonprofit éozporation Law, 15 Pa.C.S. § 5976, it
is unlawful to sell property committed to charitable purposes if the sale will divert the assets
from the purposes to which the property was originally committed without an Order approving
the sale pursuant to 15 Pa.C.S. § 5547.

72.  The June 28, 2016 Order granting the sale of CKHS to HOLDINGS and
PROSPECT CROZER found that the sale would not result in a diversion of charitable assets
based upon Prospect’s commitments and representations made to the Commonwealth, this Court,
and the public.

73.  HOLDINGS and PROSPECT CROZER have since closed two of the four
hospitals in the former Crozer Health System, which has resulted in the elimination of acute care
service lines, mass employee layoffs, unpaid vendors, and extended travel times for emergency
care.

74.  Prospect agreed not to “close any of the licensed Hospitals, including any campus
of a licensed hospital providing inpatient acute care services as of the Effective Time [July 1,
2016], acquired as part of the transactions contemplated hereby unless consented to by the
Advisory Board and the FOUNDATION in advance.” See Exhibit A Section 11.16

75.  Additionally, under the APA Section 2.4(a) entitled Pension Liability Prospect
agreed to become the sponsor of the Crozer-Keystone Health Systems Employees Retirement
Plan. See Exhibit A, pg. 14.

76.  Under the Third Amendment to the APA Section 7(c) Prospect agreed that
“within five (5) years after the Effective Time and subject to applicable filing aﬁd authorization
by the applicable Government entity, Buyer shall adopt a plan amendment to terminate the DB

Pension Plan (the “Plan Termination Agreement”) effective within such five (5) year period and
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thereafter, in accordance with applicable law, shall liquidate, fully fund and satisfy, and pay all
benefits owed to participants and beneficiaries of, the DB Pension Plan (“Pension”) by providing
for lump sum distributions to participants, purchasing annuities for participants who do not elect
a lump sum distribution or otherwise in accordance with the terms, conditions of the DB Pension
Plan (as in effect at the Effective Time) and with applicable law.” The amendment goes on to
allow for two one year extension if certain conditions are met. See Exhibit D, pgs. 3-4.

77.  Not only has Prospect not fully funded the Pension but it is in default of its
ongoing obligations.

COUNTII - BREACH OQF CONTRACT

' Negligent Misrepresentation
Commonwealth v. Holdings, Prospect Crozer, Lee, Topper, and Partners

78.  Paragraphs 1 through 77 are incorporated as if fully set forth.

79. Defendants Holdings, Prospect Crozer Lee, Topper, Partners Holdings, Prospect
Crozer Lee, Topper, Partners knew or should have known that the representations made to the
Commonwealth, this Court and the public were false.

80.  “The four elements of a common law claim for negligent misrepresentation are: (1)
a misrepresentatbn of material fact; (2) made under circumstances in which the actor should have
known of its falsity; (3) with an intent to induce another to act on it; (4) thereby causing injury to
a party who justifiably relied upon the misrepresentation.” See Gregg v. Ameriprise Fz‘réancial Inc.
664 Pa. 567, 581 (2021), citing Bortz v. Noon, 556 Pa. 489, 729 A.2d 555, 560 (1999).

81. HOLDINGS has a history of taking out massive loans secured by hospital real

estate and saddling its hospital systems with unsustainable ongoing lease obligations.
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82.  In 2018, only two years after purchasing CKHS, HOLDINGS took a loan resulting
in a $1.12 billion debt, secured by the physical assets of PROSPECT CROZER, along with
HOLDINGS other out-of-state hospitals.

83.  To pay back this massive loan, HOLDINGS sold its properties in Pennsylvania,
Connecticut, and California to MPT, who leased it back to PROSPECT CROZER through a costly
lease agreement.

84. By 2020, after HOLDINGS distributed $457 million in dividends to its owners,
HOLDINGS’ liabilities exceeded its assets by more than $1 billion, with assets totaling
$2,042,389,000 and liabilities totaling $3,102,004,000. See Rhode island Court’s June 12, 2024
Opinion, attached as Exhibit “E.”

85.  Following this lease agreement, PROSPECT CROZER was unable to pay its rent.

86.  HOLDINGS and MPT have since converted the Ieasé-back in Pennsylvania into a
mortgage in exchange for MPT acquiring an equity stake in certain portions of HOLDINGS
California business interests.

87.  HOLDINGS knew or should have known that the sale and lease-back transactions
burdened PROSPECT CROZER hospitals with new financial liabilities that they could not sustain
risked defaulting on HOLDINGS’ obligations to operate a hospital system for 10 years.

COUNT II - UNJUST ENRICHMENT
Commonwealth v. Holdings, Prospect Crozer, Lee, Topper, and Partners

88.  Paragraphs 1 through 87 are incorporated as if fully set forth.

89. Unjust enrichment is an equitable doctrine. See Gurteridge v. J3 Energy Group,
Inc., Pa. Super. 2017165 A. 3d 908, 916 (citing Styer v. Hugo 619 A.2d 347 (Pa. Super. 1993)).

90.  The elements ﬁecessary to prove unjust enrichment are: (1) Benefits conferred on

defendant by plaintiff, (2) Appreciation of such benefits by defendant, and (3) Acceptance and
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retention of such benefits under such circumstances that it would be inequitable for defendant to
retain that benefit without payment of value. /d. at 917.

91.  As alleged, HOLDINGS distributed $457 million in dividends to its private
shareholders and executives.

92, - Upon information and belief, during the time that PARTNERS had an ownership
interest in HOLDINGS, PARTNERS received over $600 million in dividends and management
fees.

93.  LEE, TOPPER and PARTNERS received the lion’s share of those dividends.

94.  This distribution was made despite HOLDINGS® obligations to operate the
PROSPECT CROZER hospitals for 10 years, an obligation that HOLDINGS could not meet
without the cash distributed for the dividends.

95.  Upon information and belief, little of the $1.12 billion loan secured by the sale of
the medical properties in Pennsylvania was reinvested in the PROSPECT CROZER health system
~ on the contrary, PROSPECT CROZER was burdened with an additional annual lease and/or
mortgage obligation of $35 million which contributed to its ﬁﬁancial unsustainability.

96. HOLDINGS and PROSPECT CROZER failed to operate the hospital system in a
commercially reasonable manner.

97.  LEE, TOPPER, and PARTNERS unequivocally enriched themselves at the
expense of Delaware County residents and the Commonwealth.

COUNT IV — CONSTRUCTIVE TRUST ,
Commonwealth v. Holdings, Prospect Crozer Lee, Topper, and Partners

98.  Paragraphs 1 through 97 are incorporated as if fully set forth.
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99. A constructive trust occurs when a person holding the property’s title is subject to
an equitable duty to convey it to another if that person would receive unjust enrichment if that-
property were retained. See Gray v. Leibert, 357 Pa. 130, 135 (1947). |

100. HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and PARTNERS acquired
enormous profits by stripping away the hospitals’ main assets, saddling millions of dollars of
" ongoing financial obligations upon PROSPECT CROZER, terminating acute care services, and
downgrading health care services to the Delaware county community.

101.  HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and PARTNERS engaged in
wrongful conduct in order to increase their profits while refusing to operate the hospitals in a
manner consistent with the representations made to the Commonwealth and this Court and failing
to expend the capital necessary for the hospitals to operate and function properly.

102.  HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and PARTNERS are subject
to an equitable duty to convey the dividends to the Commonwealth for distribution to an
appropriate successor or successors to restore health care services to the local community and
public-at-large.

103.  Accordingly, the Commonwealth asks this Court to impose a constructive trust
upon the distribution of dividends made to HOLDINGS, PROSPECT CROZER, LEE, TOPPER,
and PARTNERS.

COUNT Y ~ BREACH OF FIDUCIARY DUTY
Commonwealth v. Holdings, Prospect Crozer, Lee, Topper, and Partners

104.  Paragraphs 1 through 103 are incorporated as if fully set forth.
105.  Pursuant to 15 Pa.C.S. § 1712, Officers and Directors shall perform their fiduciary
duties in good faith and in a manner that is in the best interest of the corporation, with the

amount of care that a reasonable person would exercise.
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106.  Upon information and belief, in 2018, HOLDINGS borrowed $1.12 billion to, in
part, fund $457 million in dividends to themselves, of which LEE, TOPPER, and PARTNERS
received large shares.

107.  Upon information and belief, during the time that PARTNERS had an ownership
interest in HOLDINGS, PARTNERS received over $600 million in dividends and management
fees.

108. As ofﬁcers and/or directors of PROSPECT CROZER, the individual Defendants
LEE and TOPPER violated their fiduciary duties when they engaged in the 2018 loan and
dividend distributions.

109. LEE, TOPPER, and PARTNERS, each of whom had a conflict of interest,

engaged in self-dealing and violated their fiduciary duties in receiving their shares.

COUNT VI — REVOCATION OF CORPORATE FRANCHISE AND APPOINTMENT OF
RECEIVER
Commonwealth v. Prospect Crozer

110.  Paragraphs 1 through 109 are incorporated as if fully set forth.
111, Section 503 of the Associations Code, 15 Pa.C.S. § 503, entitled Actions to
revoke corporate franchises, provides:

(a) General rule, - - The Attorney General may institute proceedings to
revoke the articles and franchises of a corporation if it:

(1) Misused or failed to use its powers, privileges or franchises;
(2) Procured its articles by fraud; or

(3) Should not have been incorporated under the statutory authority
relied upon.

(b) Powers of court. - - In every action or proceeding instituted under
subsection (a), the court shall have power to wind up the affairs of and
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to dissolve the corporation in the manner provided in this part or as
otherwise provided by law.

112, Asalleged, PROSPECT CROZER has misused the powers and privileges
bestowed upon PROSPECT CROZER.

113.  Moreover, PROSPECT CROZER violated its representations to the public and
within the APA as to its commitments to provide essential healthcare in the community,

114, As such, the corporate franchise of PROSPECT CROZER should be revoked and
entity’s assets placed under receivership for distribution to one or more successors to restore the
public’s access to health care.

COUNT VII — FUNDING TO SUPPORT TRANSITION TO NONPROFIT SUCCESSOR
Commonwealth v. Holdings, Lee. Topper, and Partners

115, Paragraphs 1 through 114 are incorporated as if fully set forth.

116,  As alleged, based on the Commonwealth’s experience, the transfer to one or more
nonprofit charitable successor(s) will provide the best chance to enable what remains of the
former CKHS system to develop clinical relationships with other credible health care providers
and restore confidence in the system’s employees as well as the public.

117.  Toward that end, funding is required to maintain the operational costs of
PROSPECT CROZER in order to effectnate the transfer to one or more nonprofit systems.

118. HOLDINGS has a contractual obligation to provide that funding and should be
ordered to maintain PROSPECT CROZER’s operations until a transition to one or more
appropriate nonprofit successors has been achieved.
| 119, Likewise, Defendants LEE, TOPPER, and PARTNERS should be ordered to
repay the imprudent and iliegal dividends they have received which contributed to the financial

demise of PROSPECT CROZER as alleged.
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PRAYER I'OR RELIEF

WHEREFORE, the Commonwealth respectfully requests this Honorable Court entet an

order:

A. Declaring Defendants’ HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and
PARTNERS conduct described herein to be in violation of the terms of the APA
and contrary to the material representations relied upon by the Commonwealth
and this Court in approving the sale resulting in the unjust enrichment of
Defendants TOPPER, LEE, and PARTNERS;

B. Enjoining Defendants HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and
PARTNERS and all other persons acting on their behalf directly or indirectly,
from engaging in any future violations;

C. Imposing a constructive trust on the dividends paid out to TOPPER, LEE, and
PARTNERS;

D. Requiring TOPPER, LEE, and PARTNERS to pay back all of the unlawful
dividends received to be used proportionally by Pennsylvania, Connecticut,
Rhode Island, and California to fund health care initiatives in the communities
impacted by the actions complained of;,

E. Requiring HOLDINGS to fund the operating costs of PROSPECT CROZER
during the sale/transition to one or more nonprofit charitable successors;

F. Revoking the franchise of PRO SPECT CROZER and placing its assets in
receivership for distribution to one or more successors to restore the public’s

access to health care;
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G. Directing Defendants HOLDINGS, PROSPECT CROZER, LEE, TOPPER, and
PARTNERS to pay the Commonwealth’s costs of investigation and attorneys’
fees incurred in this matter; and

H. Granting such other relief as this Court deems necessary and appropriate.

Respectfully submitted,

MICHELLE A. HENRY
ATTORNEY GENERAL

By: /s/James A. Donahue II1
James A. Donahue 11
First Deputy Attorney General
Identification No, 42624
1600 Arch Street Suite 300
Philadelphia, PA 19103

Mark A. Pacella
Executive Deputy Attorney General
Attorney 1.D. 42214

Eugene Herne
Chief Deputy Attorney General
Attorney 1.D. 82033

Rosalind M. Karlin
Senior Deputy Attorney General
Attorney 1.D. 308417

Pamela S. Fingerhut
Senior Deputy Attorney General
October 28, 2024 Attorney LD. 84079
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" VERIFICATION

1, James A. Donahue, I1I, hereby state that I am the First Deputy Attorney General with
the Office of the Attorney General for the Commonwealth of Pennsylvania. I verify that the
averments made in the foregoing Complaint are true and correct to the best of my knowledge,
information, and belief. I understand that the statements therein are made subject to penalties of

18 Pa. C.S. § 4904 relating to unsworn falsification to authorities.

/s! James A. Donahue, 111
" Dated: October 28, 2024 : James A. Donahue, 111
First Deputy Attorney General
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COMMONWEALTH OF : COURT OF COMMON PLEAS

PENNSYLVANIA : OF DELAWARE COUNTY
By MICHELLE A. HENRY, :
Attorney General, :
Plaintiffs, . : No.
V. :
PROSPECT MEDICAL : CIVIL ACTION-LAW
HOLDINGS, INC., :

PROSPECT CROZER LLC,
LEONARD GREEN AND PARTNERS,
SAMUEL LEE, Individually, and
DAVID TOPPER, Individually,
Defendants.

CERTIFICATE OF COMPLIANCE

-1 certify that this filing complies with the provisions of the Public Access Policy of the
Unified Judicial System of Penmsylvania Case Records of the Appellate and Trial Courts that
require filing confidential information and documents differently from non-confidential

information.

Respectfully submitted,.

MICHELLE A. HENRY
ATTORNEY GENERAL

By:  /s/ James A. Donaghue, III
James A. Donahue, 111
First Deputy Attorney General
Identification No. 42624
1600 Arch Street Suite 300
Philadelphia, PA 19103
Telephone: (215) 560-2402

October 28, 2024
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COMMONWEALTH OF PENNSYLVANIA.

DELAWARE COUNTY
IN THE ORPHANS COURT DIVISION No. 0342-1997

OF THE COURT OF COMMON PLEAS
OF DELAWARE COUNTY, PENNSYLVANIA

IN THE MATTER OF ACQUISITION OF ASSETS OF
CROZER-KEYSTONE HEALTH SYSTEM

FINAL DECREE

AND NOW, TO WIT, this gﬁs gﬂ%day of J} (\}é./ , 2016, upon consideration of
the Petition for Court Approval of the Acquisition of the Assets of the Crozer-Keystone Health
System, and a response by the Attorney General of the Commonwealth of" Pennsylvania and any
other party, and following a public hearing duly advertised and held pursuant to the Review
Protocol for Fundamental Change Transactions Affecting Health Care Nonprofits conducted by
the Attorney General of the Commonwealth of Pennsylvania, on May 4, 2016, and following a
hearing held before the Court on the 27th day of June, 2016, it is hereby ORDERED and
DECREED that the prayer of the Petition for Court Approval of the Acquisition of the Assets of
the Crozer-Keystone Health System be, and the same is hereby, GRANTED, and the Court
makes the following findings of fact and conclusions of law:

1. This Court has jurisdiction over the within Petition and the Petitioner pursuant to
Sections 314, 5547(a) and (b) and 5930 of the Pennsylvania Nonprofit Law of 1988, as amended
(the “NCL™), 15 Pa. C.S.A. §§ 314, 5547(a) and (b) and 5930; under Section 711(21) of the
Pennsylvania Probate, Estates and Fiduciary Code, (the “PEF Code™), 20 Pa, C.S.A. § 711(21);

and under Rule 2156 of the Pennsylvania Rules of Judicial Administration.




2. Pursuant to Section 726 of the PEF Code, 20 Pa. C.S.A. § 726, venue of the
Petition is praper in Delaware County, Pennsylvania,

3. The sale of the assets of the Crozer-Keystone Health System to Prospect Crozer,
LLC, and the payment of proceeds to the Crozer-Keystone Health System pursuant to the Asset
Purchase Agreement (“Agreement”) and as described in the Petition, is approved,

4. After payment of the debts and liabilities of the Crozer-Keystone Health System,
Crozer-Keystone Health System is authorized to transfer to the Crozer-Keystone Community
Foundation (*the Foundation™) the net proceeds and cash or investment assets remaining from
the sale proceeds.

5. The assets to be sold pursuant to the Agreement do not include restricied
charitable assets; accordingly, the sale will not result in a diversion of assets committed to
charitable purposes from the objects for which such assets were doilated, granted or devised, and
the sale is not'subject to the provisions of 15 Pa. C.S.A. §5547(b).

6. The sale of assets pursuant to the Agreement will not result in any prohibited self-
dealing or inurement of charitable assets for the benefit of private individuals.

7. As a condition of this Decree, Prospect shall submit Status Reporis to the Office
of Attorney General, Charitable Truéts and Organizations Division providing informational
accounting of satisfying its $200 million commitment to modernize facilities and improve
services, accounting of Prospect’s charity care, and Prospect’s initiatives to promote wellness,
health education and other community programs, to be submitted on a yearly basis for five years
post Closing Date,

8. As a condition of this Deciee, Crczeereystone Health System and/or the

Foundation shall provide Status Reports to the Office of Attorney General, Charitable Trusts and




Organizations Division, providing informational accounting of the distribution of the proceeds of
the sale and any transfer or use of restricted funds on or before September 30, 2017.

9. As a condition of this Decree, the Crozer-Keystone Community Foundation shall
submit Status Reports to this Court and the Office of Attormey General, Charitable Trusts and
Organizations Division providing informational accounting of the Foundation’s charitable
activities on the 1%, 4%, 7™ and 10™ anniversaty of the Closing Date.

10.  Inthe event ﬂlat.future bequests or donations are made to Crozer-Keystone Health
System, Prospect and/or the Foundation will request that the donor direct the bequest to the
Foundation.

11, Without admitting liability and without waiving any defenses, the Petitioner or
Foundation shall set aside and maintain sufficient funds to settle or satisfy any judgment in the
pending tax appeals by Chester-Upland School District vs, Crozer-Chester Medical Center and
anty additional transfer tax liability of Crozer-Keystone Health System arising as a result of the
instant transaction (the “Restricted Tax Fund”). The Petitioner or Foundation shall maintain ﬂle
Restricted Tax Fund until final resolution of the litigation.

12. The purpose clause of the Amended and Restated Articles of Incorparation of the
Crozer Keystone Community Foundation shall read as follows:

The Corporation is organized, and may undertake any acti‘vities authorized, under

the provisions of the Nonprofit Corporation Law of 1972, as amended,

exclusively for charitable, scientific and educational purposes within the meaning

of Section 501(c)(3) of the Internal Revenue Code of 1986, as the same may be

amended and modified or replaced by any future United States Internal Revenue

Law (the “Code™), or for any purpose pursuant to court order. The purpose of the

,)(}




Corporation is to build a better commumity through the support of healthcare
education, healthcare-related so‘bial sérvice and healthcare initiatives and
programs in Delaware County,
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ATTACHMENT B

AMENDED AND RESTATED
ARTICLES OF INCORPORATION

OF
CROZER-CHESTER FOUNDATION
In compliance with all the requirements of 15 Pa, C.S. Section 5915 (relating to atticles of

incorporation), the undersigned, desiring to amend and restate its Articles of Incorporation,
hereby certifies that: .

1. Name. The pame of the Corporation is Crozer-Keystone Community
Foundation.
2. Principal Office. The location and post office address of the registered office of

the Corporation in this Commonwealth is One Medical Center Boulevard, Upland, PA 19013,
Delaware County, PA.

3. Purposes and Powers. The Corporation is organized, and may undertake any
activities authorized, under the provisions of the Nonprofit Corporation Law of 1972, as
amended, exclusively for charitable, scientific and educational purposes within the meaning of
Section 501(c)(3) of the Internal Revenue Code of 1986, as the same may be amended and
modified or replaced by any future United States Internal Revenue Law (the “Code”), or for any
purpose pursuant to court order. The purpose of the Corporation is to build a better community
through the support of healthcare education, healthcare-related social service and healthcare
initiatives and programs in Delaware County.

Notwithstanding any other provision of these Atticles, the Corporation shall not engage
directly or indirectly in any activity which would prevent it from qualifying, and continuing to
qualify, as a Corporation described in Section 501(c)(3) of the Code (hereinafter referred to in
these Articles as an “exempt organization”), or as a Corporation contributions to which are
deductible under Section 170(c)(2) of the Code. No substantial part of the activities of the
Corporation shall be devoted to the carrying on of propagaunda, or otherwise attempting to
influence legislation (except as otherwise provided in Section 501(h) of the Code), and the
Corporation shall not participate in or intervene in {(including the publishing or distributing of
statements) any political campaign on behalf of or in opposition to any candidate for public
office.

4, Restricted ¥unds, Unless otherwise subject to donor specific restrictions, any
funds transferred to the Corporation in connection with the merger of Delco Memorial
Foundation, with and into the Corporation, and the proceeds received from Crozer-Keystone
Health System in connection with its sale to Prospect Medical Holdings, Inc,, (such funds
collectively hereinafter referred to as the “Transferred Restricted Funds™), shall be restricted to
solely support the purposes set forth in paragraph 3 above. The Corporation may support other




charitable purposes, as determined by its Board of Directors, through any funds that are not
Transferred Restricted Funds and that are not otherwise subject to donor-specific restrictions.

5. Nonprofit Status. The Corporation does not contemplate pecvniary gain or
profit, incidental or otherwise and is organized on a nonstock basis,

6. Term. The term for which the Corporation is to exist is perpetual.
7. Members. The Corporation shall have no members.
8. Amendment. These Articles of Incorporation and the Bylaws of the Corporation

may be recommended for amendment, restalement, or repeal, or new Bylaws or Articles of
Incorporation may be recommended upon the approval of the Board of Directors. No provisions
of the Articles of Incorporation or Bylaws of the Corporation shall vest any property or contract
right in any person.

9. No Private Inurement. Notwithstanding any other provision of these Axticles,
no part of the net earnings of the Corporation shall inure to the benefit of or be distributable to
its, Directors, officers, or any other private individual; provided, however, that the Corporation
shall be authorized and empowered to pay reasonable compensation for services rendered to the
extent that such payments do not prevent it from qualifying, and continuing to qualify, as an
exempt organization and to make such lawful payments and distributions in furtherance of the
purposes set forth in Article 3 hereof as may from time to time be either yequired or permitted by
Section 501(c)(3) of the Code.

10.  Dissolution. Upon the dissolution or liquidation of the Corporation, whether such
be de jure or de facto, in whole or in part, after paying or making provision for the payment of all
of the liabilities of the Corporation, any remaining assets of the Corporation shall be distributed
{o one or more organizations organized and operated exclusively for charitable, educational,
religious, or scientific purposes as shall at the time qualify as exempt organizations under
Section 501(c)(3) of the Code, as amended, as the Board of Directors of the Corporation shall
determine, subject to the laws of the Commonwealth of Pennsylvania. No private individual
shall share in the distribution of any Corporation net assets upon dissolution of the Corporation.

11.  Code References. References in these Articles to a section of the Code shall be
construed to refer both to such section and to the regulations promulgated thereunder, as they
now exist or may hereafter be amended, and to the corresponding provisions of any future
federal tax code and the regulations thereunder.
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (the “Agrecment”) is made and entered info
as of January 8, 2016 (the “Execution Date”), by and among CROZER-KEYSTONE
HEALTH SYSTEM, a Pennsylvania nonprofit corporation (“Crozer™), on behalf of itself and its
health system members listed on Exhibit A hereto (“Crozet Members™ with Crozer and the
Crozer Members collectively referred to as “Sellers” and with each Crozer Metnber and Crozet
individuaily referred to as a “Seller™), PROSPECT MEDICAY, HOLDINGS, INC,, a Delawate

corporation (“PMHE?), and PROSPECT CROZER,LLC, a Pennsylvania fimited liability -

company (“Prospect”) on behalf of itself and its wholly-owned affiliates listed on Bxhibit B
herteto (“Prospect Members”) (PMH, Prospect, and Prospect Members are collectively referred to
as “Buyers” and ndividuelly referred to as a “Buyer”), (Sellers and Buyers shall each be
referred to individually herein as a “Party” and, collectively, as the “Parties.”)

RECITALS:

A, Sellers operate an integrated health cate delivery systém which inoludes two
(2) licensed hospitals (the “Hospitals”) with multiple campuses, multiple outpationt centers, a
fully integrated network of employed primary cave physicians, specialist physiclans and other
providers, medical office buildings and other facilities and interests in varlous other
organizatlons and joint ventures (collectively, the “System™) in furtherance of its mission of
providing health care services fo the members of its community located primarily in Delawate
County, Pennsylvania,

B. Crozer-Chester Poundation, a Pennsylvania novprofit corpotation (“Crozer
Foundation™) and Delce Memorial Foundation, a Pennsylvania nonprofit corporation (*Delco
Foundation®) accept gifts and bequests, receive grants and engage in fundraising activities for the
sole benefit of the Hospitals, and, prior fo closing, Sellers will cause Delce Foundation to merge
with and into Crozer Foundation, with Crozer Foundation to be the surviving organization and
renamed “Crozer-Keystone Community Foundation™ (the “Foundation,”)

C.  PMH operates a comprehensive network of hospitals, outpatient centers, clinlos
and affillated medical groups in several parts of the couniry and provides coordinated regmﬂal
health care services designed to meet the needs of its patlents

D.  Sellers desire to sell to Buyers and Prospect and the Prospect Members have been
formed by PMH to porchase from Sellers all of the business and assets owned by Sellers (other
than the Excluded Assets) on the terms and conditions set forth in this Agreement,

E.  The Parties seck to enter into the above-deseribed transaction to suppaort their
shared vision to deliver patlent-centered, quality care in an efficient, cost-effective and caring
mannet, heeting the heslth needs of the community. Specifically, the Parties intend fo:

"1 Continue the migsion and commltment of Sellers by providing key services to
vulnerable populations, exfending community benefits, and supporting
medical education;

1




it. Deliver high value care to the community through a coromitment to practicing
evidence-based rmedicine and protocols;

iii.  Provide exceptional growth and leadership opportﬁniﬁes for Sellers’ existing
employees;

iv. . Support strategic needs and 1mt1atwes to ensure ﬁxtme growth and
sustainability;

v, Continue strong medical staff rolationships, improve physician practice
management, further clinical and economic alignment with physwians, and
improve physxman access;

vii  Grow hea!thcare service offerings in the community;
vii,  Puther value-based accountable care infrastructure and capabilities; and

vifi, Ensure ongoing input from the community in the strategic direction of the
delivery of healthcare,

NOW, THEREFORE, in consideration of the premises and the agreements, covenants,
representations, and warranties hereinafter set forth, and intending to be legally bound hereby,
the Parties agree as follows:

1 ASSET PURCHASE,

11, Assets, Subjectto the terms and conditions of this Agreement, as of the Closing
{as defined in Section 3.1 hereof), each Seller agrees to sell, convey, fransfer, assign and deliver
(end to cause Foundation to sgell, convey, transfer, assign and deliver, as applicable) to the
respective Buyet, as designated on Exhibit B herefo, and each such Buyer agrees to purchase,
acquire and accept, all of such Sefler’s (or Foundation’s, as applicable) right, title and interest in
and to all of the assets owned or used by such Seller (or Foundation, as applicable), other than
the Bxcluded Assets (hereinafter defined) (the “Assets™), which Assets shall include, without
* limitation, the fotlowing:

(a) the owned real property described on Schedule 1.1(a) herefo, including all
bulldings, structures and-facilities thereon, together with all improvements and fixtures, any
constructlon in progress, and all rights, privileges and essements appurtenant thereto
(collectively, the “Owned Real Property”); the real property, buildings, structures and/or
facilities which are leased by any of the Sellers as the tenant (or subtenant or equivalent) thereof
and described on Schedule 4.11(e) hereto (the “Tenant Leased Real Property™); and the real
property, buildings, situctures and/or facilities which are leased by any of the Sellers as the
fandlord (ot sublandlord or equivalent) thereof and described on Sohedule 4.11(f) hereto (the
“Landlord Leased Real Property” and collectively with the Owned Real Property and the Tenant
Leased Real Property, the “Real Property”);
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(b)  all personal property of Sellers, including all items of fixed or movable
medical equipment, nformation systems (including computers, servets, data storage centers,
telecommunications systems (including all switches, telephones and related equipment), office
equipment (including coplers and printers), furnitute, furnishings, Sellers” inventory of medical
and office supplies, and vehicles, the current Iist and gcncml location of which are set fosth on

Schedule 1.1(b) hereto;

(¢)  all accounts recelvable (including patient receivables arising from
rendeting of servioes to System patients, and other receivables, including “disproportionate share
payments,” “meaningful use” payments, graduate medical education payments, petiodic interim
payments and other forms of governmental, payor and other third party reimbursement or
subsidies, including, without limitation, capitation payments, incentive payments under managed
- care contracts and cost report receivables), billed and ynbilled, recorded or wnrecorded, with
collection agencies or otherwise, accrued and existing ini respect of items or services rendered up
to the Effective Time (collectively, the “Accounts Receivable”) and all bank accounts,
depository accounts, safety deposit boxes, post office boxes or lockboxes asgociated therewith
(but not including cash or investment assets ag excluded by Sectlon 1.2(a));

(d)  all prepaid expenses and deposits related to the System, including prepaid
lease expense, lease/security deposits, utility deposits, all medical staff fund balances (to be held
for the benefit of andfor transferred to the medical staffs of the Hospitals), and all other
assumable deposits and claims for refunds in connection with the System, a Hst of which is
attached hereto as Schedule 1.1(d);

(e)  all present and future claims, causes of action, and judgments in favor of
each Seller relating fo the Assets and, to the extent assignable by Sellers, all manufacturers and
vendors’ warranties (express or Itplied) and rights and claims assertable by (but not against)
Sellers related fo the Assets;

(9  all rights and interests of the applicable Seller in the. contracts,
commitments, leases and agreoments listed on Schedule 1.I(D or otherwise listed on
Schedule 4,11{e) or Schedule 4,11(f) hercto (the “Contracts™);

(g) all patient lists, demographic information, patient credit information and
historles, charts, files, medical records (whemex' maintained in hard copy or via electronic health
record (“EHR”) system), X-rays and other imaging records (regacdless of medium) and other
documents and vecords generated in comnection with the System’s patlents (the “Patient
Records™);

(i)  all books, records, files, reports, minute books and other documents of
Sellers of whatever nature and wherover located (whether in hard copy or stored or maintained
glectronically) that relate to the Assets or the operation of the System, including finaneial,
business and accounting records, medical staff records, personnel records, only the recotds of
those Benefit Plans that are expressly assumed horenmder by Buyer, records velating to union
collective bargaining agreements, records refating to System physicians and ofher providers and
the System’s suppliers or vendors, equiptaent records, medical and administrative libraries,
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catalogs, operating maouals, and policies and procedutes (the “Books and Records,” and
collectively with the Patient Records, the “Records”™);

@) to the extent assignable or transferable, all Licenses (as that term is
defined in Section 4.6 hereof) held by any Seller relating to the ownership, development, ox
operation of the Assets or the System (including any pending governmental approvals);

() o the extent assignable, all Medicare participation agresments and related
provider numbers of Sellers;

(k)  all of Sellers’ intellectual properly, including the tradename, “Crozet
Keystone Health System,” and each other Seller’s trade name, and any variations thereof,
together with all other trademarks, service matks, logos or symbols, trade secrets, know-how,
processes and all inventions, patents, copyrights, research resuits, discoveries, and any royalties
therefrom, and website domain names, telephone and facsimile numbers, and all applications and
registrations with respect to any of the foregoing, all computer programs and saftware, including
source codes (where transforrable) and aceess codes thereto, and all other items of intelleotual
property owned or registered by the Sellers, including the intellectual property listed on
Schedule 1.1(k) horeto (the “Infellectual Property™);

(O to the extent not included above, the “deferred tax assat (Healthplex * and
all other agsets reflected on the Sellers” Financial Statoments (as defined in Section 4.4), and any
additions thereto up through the Effective Time, less assets sold or consumed in the ordinacy
course of business;

{(m) all research and other grants fiom any govemmentai entity or third party,
including those of the Foundation, except those that require non~profit status or other

reguirements imposed by the grantor that Buyer cannot satisfy, all as set forth on

Schedule 1.1{m);

()  the interest of any Seller in all property of the foregolng types, arising or
acquired in the ordinary course of the business of Sellers between the date hereof and the
Effective Time;

(o) all of the stock, limited Hability company (“LLC”) mefubership,
partuership or other ownership, control or beneficial interests held by one or more of the Sellers
in Sellers’ for profit Affiliates (as defined in Section 14,16 below), joint ventures with third
parties of other non-wholly owned affillated organizations all as specifically listed on
Schedule 1.1(0), which shall include any stock or other rights or inferests in Cassatt Insurance
Compaty, Lid, and Cassatt RRG Holding Company (collectively “Cassatt”); -

(p)  to the extent assignable, alf rights and interests of any Seller under the
Bnvironmental Permits (defined below) listed in Schedule4.15 and all pending applications
therefor or renewals thereof issued to any Seller by any Government Entity (defined below) or
other jurisdiction or fnstrumentality;




(@)  all gradvate medical education (“GME”) programs, including those set
forth on Schedule 1.1(q) hereto (collectively, the “Residency Programs™);

() .all goodwill associated with the System sand the Assets; -

(s)  all rights and interests to all assets held for and under each Benefit Plan
that i expressly assumed by Buyers hereunder as set forth on Schedule 1.1(s); and

(©  all other tangible and intangible assets, other than the Bxcluded Assets, of

every kind, character or desoription owned by each Seller, whether or not reflected on the
Financlal Statements, wherevet located and whether or not similar o the items specifically set
forth above, and all other businesses and ventures owned by each Seller,

Fach Seller shall convey lts Assets to the appropriate Buyer fiee and clear of all claims,
assessments, security inferests, lens, restrictions and encumbrances of any kind, other than the
Permitted Encumbrances (as hereinafler defined), the Assumed Liabillties (as hereinafter
defined) or taxes, assessments or other sums being prorated at Closing pursyant to this
Agreement. .

1.2. Excluded Assefs. Notwithstanding anything to the contrary herein, including
Section 1,1 hereof, those assets of Sellers described below shall be retained by Sellers or one or
more Affiliates of Sellers as the case may be (collectively, the “Excluded Assets™) and shall not
be conyeyed to any of the Buyers:

(a)  cash and investment assets, other than the medioal staff fund balances
referenced in Section 1.1(d);

(b)  board-designated, temporarily and permanetitly restricted and endowment
funds, other donor-restricted assets, beneficial Interests in charitable trusts, debt sexvice reserve
funds and other assets limited as to use and accrved earhings on all of the foregoing;

(¢)  deferred financing costs and workers’ compensation deposits;

(@)  all Seller records relating to the Excluded Assets and Excluded Liabilities
(as defined below) to the extent that any Buyer does not need the same in connection with the
ongoing activities of the System, the Assets, or the Assnmed Liabilities (as defined below), the
records of those Benefit Plans that are not expressly assumed bereunder by Buyer, as well as all
records which by law, Sellets are required to maintain in their possession, ihcluding, but not
fimited, to petsonnel records for those employees of Seller who do ot become Hired Employees
or who do not accept an offer of employment with Buyet;

(@)  all rights and Interest o the assets of all Benefit Plans pot expressly
asswned by Buyers hereunder, inoluding any right or interest in future credits, rebates, returned
deposits, refunds or other refucns of assefs, whether attributable to activity prior to, or after, the
Closing Date;




(§  the assets of or any rights or imterests with respect to the Crozer

. Foundation and Delco Foundatlon, each a Pesinsylvania nonprofit corporation, except as set forth

in Section 1.1(m);

(g) the assets of or any rights or interests with respect fo The Donaldson
Trust; : .

(h)  any rights or interests in VHA, Inc. and its Affilistes to the extent not alse
Affiliates of Seller; '

(®)  the assets, properties and rights specifically set forth in Schedule 1.2(1);

() the contracts, commiiments, leases ‘and agreements listed on

Schedule 1.2(3) hereto;

(9 all research and other grants from any governmental entity or third party
listed on Schedule 1.2(k) that require non-profit status or other requirements imposed by the
grantor that Buyers ¢anoot satisfy; and

()  any rights or interests in Noble Health Alliance, LLC,

1.3,  Assumed Liabilities, In connection with the conveyance of the Assets to Buyers,

Buyers agree to assume, as of the Effective Time, the future payment and performance of the
following ligbilities (the “Assumed Liabilitios”) of Sellers:

(a)  all obligations accruing, arising ot to be performed after the Effective
Titne with respect to the Contracts assigned to and assumed by Buyers, but only to the extent
such Contracts ate listed on Schedule 1.1(f), and subject to Buyers’ rights to have Sellers
reasonably amend, terminate or otherwise not assign any such Contract prior fo Closing;

(b) the capital/financing lease obligations set forth on Schedule 1.3(b) hereto
(which shall include the cutrent portion thereof), and the Ieases associated with the Broomall
project referenced in Seotion 11.17, which shall be included on Schedule 4.11{e) or
Schedule 4.11(f) as applicable;

(c)  all obligations accrylng, arising or fo be performed on or after the
Effective Time with respect to the leases of any of the Tenant Leased Real Property (such leasos
being referred to as the “Sellers Tenant Leases” and being set forth on Schedule 4.11(e) hercto)
and all obligations accruing, arising or to be performed on or afier the Effective Time with
respect to the leases of any of the Landlord Leased Real Property (such leases being referred to
as the “Sellers Landlord Leases” and being set forth on Schedule 4.11(f) hereto), which shall
include leases associated with the Broomall project referenced in Section 11,17, but subject to
Buyers’ rights to have Sellers reasonably amend, tetminate or ptherwlse not assign any such
Sellers Tanant Leases or Sellers Landlord Leases;

(d) the DB Pension Plan and Net Pension Liability (as both teris are defined
herein) determined putsuant to and subject to the requirements and Hmitations of Section 2.4;
p .




(e)  accounts payable and acciued expenses of Sellers, but only to the extent
such accounts payable and dccrued expenses are included in Net Working Capital and subject to
the Net Working Capitat adjustment as provided in Section 2.2(a);

()  obligations and labilities as of the Effective Time with 'respect to acerued
paid time off (“PTO") of the Hired Employees, but only 1o the extent such PTO is included in

Net Working Capital and subject to a Net Working Capltal adjustmentas provided in

Section 2.2(a) and accrued sick time and provided that Buyers would not be required undet any
applicable law or otherwise to pay out such PTO or accrued sick time fo the Hned Employees at
or on account of Closing; ’

(g  all iabilities and obligations under the Benefit Plans (with the exception
of the DB Pension Plan which is covered in Section 1.3(d)) expressly assumed by Buyets
hereunder arising on or after the Bffective Time other than those resulting from negligence of
Sellers or Sellers’ officers, directors, smployees or agents prior to Clesing, all provided that: (i)
Buyers will not assume, before, on or after the Closing Date, any Benefit Plans that are intended
to satisfy section 401(a), 401(k), 403(b), 457, or 409A of the Code, or any rights, duties,
obfigations or labilities thereunder, nor shall Buyers become a successor employer ot be
respongible in any way for Sellers’ (or' their Affiliate’s) participation in or obligations or
responsibilities with respect to any such Benefit Plaus, other than the DB Pension Plan which is
coyered in Section 1.3(d); (i) all of the Sellers’ Benefit Plans (which shall expressfy not include
the DB Pension Plan which is covered in Section 1.3(d)) that are intended to satisfy sections
401(K), 403(b), 457(b), 409A (including the supplemental executive retirement plans) and 401(a)
" of the Code as defined contribution plans shall be frozen as of the Effective Time and, to the
extent permitted by applicable law, terminated within 180 days thereafier; and (iii) the Buyers’
401(K) plan shall-accept rollovet contributions from the Sellers’ 401(k) and 403(b) and defined
contribution plans (excluding outstanding loans);

(h)  all labilities and obligations under the union collective bargaining
agreements or confracts assumed by the Buyers hereunder, if any, that arise from events afler the
Effective Time, and mcludmg any event that tesults in withdrawal {ability Wiﬁl respect to the
Pension Fund tdentiﬁed in Section 11.25;

(i)  all labilitles and obligations under the Sellets’ severance policies,
including exetutive severance and change-in-control arrangements for payment of severance ot
termination benefits to executive / management employees, as set forth on Schedude 1.3(1)
hereto, provided further that such arrangements were In effect prior to June 30, 2015 have not
been materlally amended since June 30, 2013, and provided that Buyers would not be required
under any applicable law or otherwise to pay. out any such benefits at or on account of Closing,
except for any such employee nothired by Buyer as of Closing;

()  all Habilities and obligations under the Environmental Permits transferred
to Buyer pursuant to Section 1,1(p) arvising after the Effective Time (but excluding any labilities
and obligations arising from or related to any breach by any Seller that occutred prior to the
Effective Time);




(k)  all liabilities and obligations for the executive retention bonuses and any
other retention bonuses accrued in the normal coutse of business but only to the extent of such
amounts set forth on Schedale 1.3(k) and applicable to the employees identified thereon, subject
to the Net Working Capital adjustment as provided in Section 2.2(s) which will include any such
retention bomuses acorued on a monthly basis up to the Effective Tite, as cousistent with

Section 6.2(m);

(h  the following assumed llabilities: (i) those ifabilities specifically identified
on Sellers’ Financial Statements (defined below) under the cafegory of (A) “Current Liabilitlies™;
“Due to third parties” (i.e., assoclated with Sellers’ cost reports) and (B) “Long Term Liabilities/
Other Liabilities™ (i) those ligbilities agsociated with Sellers’ “Other Postretirement Benefits
{FAS 106)” (other than the DB Pension Plan), “Long-terin lease incentive”, “Long-term accrued
sick pay” and “Other Liabilities” (to the extent specified), and (iii) any Habilities or obligations
to former employees of any Seller and their dependents for ongoing continuation coverage under
the Consolidated Omnibus Budget Reconeiliation Act of 1985, as amended (“COBRA”) existing
wnder or with tespect to the Sellers’ group health plan as of the Closing Date, provided that in
ecach case above, Buyers are only assuming such Habilitles to the extent specifically set forth on
Schedule 1.3(1) (collectively, “Other Assumed Liabilities”) and subject to the assumptions,
limitations and conditions stated therein; and

(m) all employment related liabilities and obligations incurred by Buyers after |
the Effective Thne, including but net limited to any liabitity resulting from Buyer’s termination
of any employees or other employment-related action of Buyer, .

1.4, Excluded Liabilities. Except for the Assumed Liabilities, Buyers shall not
agsume and under no circumstances shall Buyets be obligated to pay or assume, and none of the
assets of Buyers shall be or become Hable for or subject to any lability, indebtedness,
commitmient, or obligation of Sellets, whether known or unksiown, fixed or contingent, regorded
or unre‘corded, cutrently existing or hereafter arising ot otherwise (collectively, the “Bxcluded
Liabilities™), toeluding the following Excluded Lisbilities, which shall not, in any case, include
any liabilities that are subject to the Net Worklng Capital adjustment set forth in Section 2.2:

{a) any obligations or Hability under any tax exempt or other bonds or any .
other debt, note, obligation, expense or Hability that is not an Assumed Linbility;

(b) liabilitles with respect to claims or potential claims for medical
malpractice, pramises liability, directors and officers Hability, general Hability or other claims to
the extent arising out of evenis occurring prior fo the Effective Tnne, subject to Buyers’
obligation o maintaln certain insurance covetage as firther described in Section 11.23 and
provided that Buyers shall not be liable for any liabilities not covered by such insurance;

()  those clalms and obligations (if any) specified in Schedule 1.4(c) hereto;

{d) any liabilities or obligations to the extent arising out of or otherwise
associated with any of the Excluded Assets, including among others, the research and other
grants constituting Excluded Assets under Section 1,2(k);

8




(&) those liabilities dnd obligations of any Seller in excess of what is included
in the caloulation of Net Working Capital, as described firther in Section 2.2 of this Agreement,
and with respect to any period prior to the Bffective Thne arising under the tetms of the
Medicare, Medicaid, CHAMPUS/TRICARE, Blue Cross, or other third party payor programs
including any labilities with respect to CMS Recovery Andit Contractor actions, and other
billing and/or compliance matters involving other audit/review agencies and organizations;

{f) federal, state or local fax lisbililles or obligations of any Seller with
respect to periods prior to the Effective Titue or resulting from the consummation of the
transactions contemplated herein, lncluding any income tax, any franchise tax, any tax recaptore,
any FICA, FUTA, workers” compensation and any and all other taxes or amounts due and
payable as a result of the exercise by its employees of such employee’s right to vacation, sick
leave, and holiday benefits accrued while in the employ of Sellets;

(8)  Hability for any and all claims by or on behalf of aniy employee or former
employee (including any retiree) of Sellers fo the extent arlsing out of or telated fo acts,
omissions, events or occutrenges prior to the Effective Time, including liability {other than those
expressly -assumed pursvant to Section 1,3) for any pension of profit shaving plans, deferred
compensation, supplemental executive retirement plan, group health, life insurance, disability
insurance or any other employee health and welfare benefit plans, liability for any BEOC claim,
ADA claim, FMLA claim, wage and howr claim, unemployment compensation claim, or

workers’ compensation claim, and any ligbilities or abligations to former employees of any
" Seller under COBRA (provided, however, that this Section 1.4(g) shall not apply fo any
employee benefits claims or obligatlons constituting Assumed Liabilities wnder Segtion 1.3
hereof); .

(h)  any obligation or liability accruing, to the extent arising out of, ot relating
to any foderal, state or local investigations of, or claims or actions against, any Seller or any of
such Seller’s Affiliates or any of its employees, medical staff, or agents with respect to acts or
omissions occurting prior to the Bffective Time, including, without limitation, with respect o
federal 340B presoription drug program audits and investigations by Health Resources and
Service Administration, Office of Pharmacy Affalrs;

@ any civil or criminal obligation or liability accruing, to the extent arising
out of, or relating to any acts or omissions of any Seller, its Affillates or their ditectors, officers,
employees and agents claimed to violate any constitutional provision, statute, ordinance or other
law, rule, regulation, tnterpretation or order of any Government Bntity; -

() . liabilitles or obligations to the extent arising as a result of any breach by
any Seller at any time of any contract or comimitment that is not assumed by any Buyer, or any
breach by any Seller prior to the Effective Titne of any Contract assumed by Buyers;

(k)  any obligation or liability asserted under the federal Hili-Buxton program
or other restricted grant and loan programs with respect fo the ownership or operation of the
System or the Assets;




(@)  any obligations or any liability undef any tax exempt or other bonds or any
other debt, obligation, expense, or liability of any Seller arising out of or incurred solely as a
tesult of any transaction of such Seller occurring afier the Effective Time; and

(m) any other lisbilities or obligations with respect to claims, actions, suifs,
proceedings, or investigations against or related to any Seller, the System or the Assets, af law ox
in equity, before or by any federal, state or munieipal cowrt or other governmental agency,
department, commission, board, bureau or instrumentality wherever located with respeot to acts
or omissions ocoutring prior to the Effective Time;

(n)  any obligation or liability with respect to (i) any proceeding relating to the -

complinnce or noncompliance with Environmental Laws (defined below); (i) the presence,
generation, management, storage, disposal, release (or threatened telease), escape, seepage,
leakage or clean-up of any Hazardous Substances at, on, in, emanating from oy under all or 4
portion of any part of the Assets or Real Property in violation of any Environmental Laws;
(iti) the migration of any Hazardous Substance from any of the Assets or Real Property to any
other property or onto the Real Property from any property ot area adjacent fo the Real Property;
(iv) the past treatment, removal, disposal, storage, decontamination or clean-up of any Hazardous
Substances or the transportation of any Hazardous Substances onto or from the Assets or Real
Property; (v) the incorporation, of any Hazardous Substances into the Real Property; and (vi) any
activity ocaried on or undertaken on the Real Property in connection with the treatment,
elimination and removal of any Hazardous Substance, in each case regardless of whether any
claitn was cansed by action or inaction of the Sellers, a prior owner of the Real Property, or any
other person whatsoever, except for any claim relating solely and exclusively to Hazardous
Substances first introduced to the Real Property by the actions of Buyers or, Hazardous
Substances that did not exist or oceur at the Real Property prior to the Effective Time; and

(o)  all lisbilities and obligations of any Seller relating to any oral agreements,
otal contracts or oral understandings with any referral sources including, but not limited to,
physicians, nnless reduced to writing and expressly assumed as part of the Contracts,

2, PURCHASE PRICE.

2.1.  Purchase Price.

(a)  Puarchase Price. The purchase price (the “Purchase Price™) for the Asgets
shall be Three Hundred Million Dollars ($300,000,000.00), with the following adjustments:
(1) plus the amount of the Final Net Working Capital, as defined in Section 2.2(b) below, as of
the Effective Thme; (ii) minus the amount of any capital/financing lease obligations that are
assuthed by any Buyer and identified on Schedule 1.3(b} hereto (excluding any portien of such
Habilities jncluded in the Net Working Capital caloulation); (ilf) minys One Hundred Twenty
Million Dollars ($120,000,000.00) if the Net Pension Liability assumed by any Buyer pursnant
to Section 2.4(a) equals or exceeds One Hundeed Ten Milllon Dollars ($110,000,000.00),
provided that if the amount of the Net Pension Liabilify as of the Effective Time is less than One
Hundred Ten Million Dollars ($110,000,000.00), then the deduction under this subsection (ii)
shall be equal fo One Hundred Twenty Million Dollars ($120,000,000,00) less 50% of the
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amount by which the actual Net Pension Liability as of the Effective Time is less than One
Hundred Ten Million Dollars ($110,000,000.00); (iv) minus the amount of Other Assumed
Liabilities that are assumed by any Buyer and identified on Schedule 1.3(1) (v) mibus a
deduction of Fifteen Million Dollars ($15,000,000.00) for Buyers costs to obtain the “prior acts”
professional and general liability insurance coverage referenced in Section 11.23 below; (vi)
minug the additional deductions Hsted on Schedule 2.1(a); and (vii) minug any credits against the
Purchase Ptice issued pursuant to the terms of Section 8.3(a) or Section 8.3(d). As part of the
Purchase Price, Buyers shall also assume the Assumed Liabilities; The Purchase Price shall
initially be caloulated as of the Closing (“Estimated Purchase Price™) based upon the Bstimated
Net Working Capital (as defined in Section 2.2(b}) and Bstimated Other Adjustments (as defined
in Section 2,3), subject to adjustment aftor the Closing in accordance with Segtlon 2,2(b} to
reflect the Final Net Working Capital {as defined in Section 2.2(b)) and in accordance with
Section 2.3 1o reflect the Final Othor Adjustments {as defined in Section 2.3). Buyers shall pay
the Bstimated Purchase Price to Sellers at the Closing by wite fransfer of immediately aveilable
funds to an account designated by Seliers, subject to Buyers® direct funding at Closing of Selfers’®
pension Habilities pursuant to Section 2.4(b).

(b)  Restricted Fund, At Closing, Sellers shall cause the Foundation’s
governing body fo sef aside and maintain at least Pifteen Millon Dollars ($15,000,000,00) (the
"Restricted BPund™) to secure Sellers’ and Foundation’s obligations to Buyets, which Restricted
Fund shall not be reduced, transferred, expended or otherwise utilized except as expressly
permitted pursuant to this Section 2.1, and which Restricted Fund amount shall not be constrved
as a cap ot other limitation on Sellers’ and/or Foundation’s indemnification or other liability fo
Buyers, Without limiting any of Buyers’ rights or other-legal or equiteble remedies, the Buyets
shall have the right to, upon prior written notice to the Poundation, request payment from the
available Restricted Fund of any labliities of one or more Sellers with respect to any matter
which is subject fo the Sellers’ indemnification obligations, pursuant to the procedures and
provisions of Article 13, whether arising before or after the Effective Time and nrespccmre of
when asserted or finally defermined.

(¢)  -Sumsetting of Restricted Funds. Except as otherwise provided below, at
the expiration of the first anniversary of the Effective Titne, the unapplied balance of the
Restricted Fund shall be reduced to Ten Million Dollars ($10,000,000.00); at the expiration of
the second anniversary of the Effective Time, the unapplied balance of the Restricted Fund shafl
be reduced to Five Million Doltars ($5,000,000,00); and at the expiration of the third anniversary
of the Effective Time, the unapplied balance of the Restrioted Fund shall be reduced to Zero
- Dollars ($0.00); provided, however, that if any claim by Buyers that is within the coverage of the
Restricted Fund is in dispute between the Buyers and Sellers with respect thereto and has not
been resolved by the expiration of any annivetsaty of the Bffective Time subsequent o the filing
of such claim, then the Sellers shall cause the Foundation to continne to maintain the unapplied
balance of the Restricted Fund on each such anniversary date to the extent of such claim until
final resolution of such dispute. During the pendency of any resolution of such-disputs, no other
claims may be made against the Restricted Fund after the expiration of the third anniversaty of
the Effective Time, For the avoidance of doubt, recognizing that the Restricted Fund balance
may be insufficient to satisfy Buyers’ claims for indermmification or any other liability of Seflers’
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and/or Boundation to Buyers, Buyets may pursue claims at any time against the Foundation
and/or Sellers and their respective remaining assets (ofher than restricted endowments) as
applicable, subject to Sectlon 13.6 below,

2.2,  Net Working Capital, Estitnates and Audits,

() . Net Working Capital. As used herein, the term “Net Working Capital”
shall mean (i) the sum of the following “cutrent assets” of Sellers, as such terms ate defined on
Sellers’ Financial Statements: all accounts receivable including patient tecelvables (less
accounts deemed uncollectible), supplies, lnventories and prepaid expenses {but excluding any
Excluded Assets that would etherwise be included in the foregoing), (if) minus acéounts payable
and acerued expenses of Sellers that are assumed by any Buyer pursuant to Section 1.3(e) hereof
(excluding any Bxcluded Liabilities that would otherwise be included in accounts payable and
accrued expenses), all as determined in accordance with generally acoepted acoounting principles
(“GAAP”), For purposes of the computation of Net Working Capital, the current portion of
gecrued pald time off and sick time benefits with respect to the Hired Employees that are
assumed by any Buyer under Section 1.3(f) shall be included in accounts payable and accrued

| expenses,

{b) Net Working Capital Estimates and Final Adjustments,
Schedule 2.2(b) sets forth a sample caleulation of Net Working Capital using Sellets’ most
tecent audited Financial Statements as of June 30, 2015, all defermined In accordance with
GAAP and consistent with past practice, Not more than ten (10) but in no event less than five
(5) business days prior to the Closing, Sellers shall deliver to Buyers a good faith estimate of the
Net Working Capital as of the Effective Time following the same principles, specifioations and
methodologies used to determine the foregoing sample calculation of Net Working Capital as set
forth on Schedule 2.2(b), based on the most recont Interim Staterments (the “Estimated Net
Working Capital”™) except with respect to counting and valying inventory and supplies, as
described in tmore detail below. The Bstimated Net Working Capital shall be used for purpages
of caleulating the Estimated Purchase Prico payable as of the Closing and shall be subject to
prior good faith review and comment by Buyers, No later than ninety (90) days after the
Closing, Buyers shall deliver to Sellers their determination of the final Net Working Capital as of
the Bffective Time (following the same principles, specifications and methodologies used to
determine the Bstimated Net Working Capital) (the “Final Net Working Capital”), Sellers shall
have full aceess to Buyers’ Books and Records pertaining to the Assets and the System to
conflrm or audit the Final Net Working Capital computations, In the event Sellers disagtes with
Buyers’ determination of Final Net Working Capital, Sellers shall notify Buyers within sixty
{(60) days after Buyers® delivery of thejr determination of Final Net Working Capital, If Sellers
and Buyers fail to agree within thirty (30) days afier Sellers® delivery of notice of disagreement
on the amount of Final Net Working Capital, such disagreement shall be resolved in accordance
with the procedure set forth in Section 2.2(c) which shall be the sole and exclusive remedy for
resolving accounting disputes relative to the determination of Final Net Working Capital, The
Purchase Price shall be: (i) increased to the extent of the positive difference of Final Net
Working Capital minus Estimated Net Working Capital; or (i) decreased by the absolnte value
of the negative difference of Final Net Working Capital minus Estimated Net Working Capital,
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and within five (5) business days after determination thereof any inorease in the Purchase Price
shall be paid in cash by Buyers to Sellers, and any decrease in the Purchase Price shall be paid in
cash by Sellers fo Buyers, Notwithstanding the foregolng, the portlon of Net Working Capital
constituting the value of inventory and supplies shall be determined based on a physical count
condycted by Sellers on » date not more than five (5) business days before the Closing
Date. Sellers shall give Buyers at least five (5) business days prior notice of the date of the count
and petmit Buyets to monitor the count, Sellers shall count the usable items of inventory and
supplies that are not damaged, obsolete, or slow moving, and that are of a type, quality and
quantity that may be used in the ordinary course of buginess of the Sellers (having due regard for
the services offered by the Sellers). Selfers shall conduct the count in the same manner that
Sellers condneted the count of, and will count the same classes and catégories of items that
Sellers counted to dotetming the value of, Inventory and supplies in the moast recent audited
Rinancial Statements, Upon completion of the count, Sellers shall determine the value of the
inventory and supplies (determined by the lower of cost or market on a first in, first out basis). If
the results of the count and the resulting value of inventory and supplies are available by
Closing, then, for purposes of the Estimated Net Working Capltal caloulation, the portion of Net
Working Capital attributable to inventory and supplies will be the value determined pursuant to
the count (npdated for actval usage and porchases between the date of the count and the Closing
Date), If the results of the count or the resulting value of inventory and supplies are not available
by Closing, then for purposes of the Hstimated Net Working Capital caloulation, the value of the
‘inventory and supplies will be the amount set forth in the most recent Interim Statements and the
value of the inventory and supplies determined pursuant fo the count (updated for actual usage
and purchases between the date of the count and the Closing Date) will be utilized for purposes
of determining Final Net Working Capital.

(¢)  Dispute of Adjustments, In the event that Sellers and Buyers are not able
to agree on the Final Net Working Capiial within thirty (30) days after Sellers’ delivery of notice
of disagreement, Sellers and Buyers shall each have the right to require that such disputed
determination be submitied to ClifionLarsonAllen LLC (the “Accounting Firm”), for
computation or verification in accordance with the provisions of this Agreement. The
Accounting Firm shall review the matters in dispute and, acting as arbitrators, promptly shall
decide the proper amounts of such disputed entries (which decision shall also include a final
caleulation of the Final Net Working Capital). The submission of the disputed matter to the
Accouting Fictm shall be the exclusive remedy for resolving accounting disputes relative to the
determination of Net Working Capital. The Acconnting Firm’s determination shall be binding
upon Sellers and Buyers, The Accounting Firm’s fees and expenses shall be borne equally by
Sellers and Buyers, t

2.3.  Other Adjustments, Estimates and Andits, §o§1eduic 2.3 sets forth a sample
calculation oft '

(/)  fthe capital/financing lease obligations that are assumed by any Buyer and

identified on Schedule 1.3(b) hereto (excluding any portion of such liabilities included in the Net
Wortking Capital calenlation);
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(b)  the amount of Net Pension Liability assumed by any Buyer pursuant to
Section 2.4(a) and the related deduction under Section 2. 1(3}(111) subject to the limits and
modifications thereunder; and

. ()  the amount of Other Assumed Liabllitles that are assumed by any Buyer
and identified on Schedule 1.3(1),

{collectively, the “Other Adjustments”), all using Sellers’ most recent audited Financis]
Statements as of June 30, 2015 and all detexmined in accordance with GAAP and consistent with
past practice. Not more than ten {10) but in no event loss thau five (5) business days prior to the
Closing, Sellets shall deliver to Buyers a good faith estimate of the Other Adjustments as of the
Effective Time following the same principles, specifications and methodologies used to
determine the foregoing sample calculation of the Other Adjustments as set forth on
Schedule 2.3, and where actuarially determined, based on the most recent Interim Statements
(the “Estimated Other Adjustments”). The Estimated Other Adjustments shall be used for
purposes of caleulating the Estimated Purchase Price payable as of the Closing and shall be
. subject to prior good faith review and comment by Buyers. No lafer than ninety (90) days after
the Closing, Buyers shall deliver to Sellers their determination of the final Other Adjustments as
" of the Effective Time (following the same principles, specifications and methodologies used to
determine the Estimated Other Adjustments) (the “Final Other Adjustments™). Sellers shall have
full access to Buyers’ Books and Records pertaining to the Assets and the System to confirm ox
gudit the Kinal Other Adjustments computations. In the event Sellers disagree with Buyers®
determination of Final Other Adjustments, Sellers shali notify Buyers within sixty (60) days after
Buyers’ delivery of their determination of Final Other Adjustments, If Sellers and Buyets fail to
agree within thirty (30) days after Sellers’ delivery of notice of disagreement on the amount of
Final Other Adjustments, such disagreement shall be resolved in accordance with the same
procedures as set forth in Ssetlon 2.2(c) for resolving Net Working Capital disputes, which shall
be the sole and exclusive temedy for regolving accounting disputes telative to the determination
of Final Other Adjustments. The Purchase Price shall be: (i) decreased to the extent of the
positive difference of Final Other Adjustments minns Estimated Other Adjustments; or
_(ii) increased by the absolute value of the negative difference of Final Other Adjustments minns
Estimated Other Adjustments, and within five (5) business days after determination thereof any
increase in the Purchase Price shall be pald in cash by Buyers to Sellers, and any decrease in the
Purchase Price shall be paid in cash by Sellers to Buyers,

2.4, Pension Funding,

(a)  Pension Liability. Buyers agree to become the sponsor of, and assume,
as of the Effective Time, the Crozer-Keystone Health System Employees Retirement Plan, an
employee non-contributory, defined benefit pension plan (the “DB Pension Plan”) and thetewith
all of the assets and the liability, less tho Sellers’ Pension Plan Conttibution defined in
- Section 2.4(b) below (“Net Pension Liability’), all subject to the specific actyarial assumptions
and all other terms, conditions and provisions as specifically set forth on Schedule 2.4 hereto,

(b)  Yanding by Sellers, Af Closing and subject to such contribution being
permissible under the Code without giving rise to penalties or other adverse consequences fo
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Sellers, Sellers shall pay, out of the Putchase Price, One Hundred Million Dollats
($100,000,000.00) to fund, in part, the underfimded DB Pension Plan liability then outstanding
(*Pension Plan Contribution”). Such Pension Plan Contribution shall be designated as a
prefunding payment, If Sellers reasonably determine such payment would result it penalties or
other adverse consequences to Sellers under the Code, then Sellers shall make such payment
directly to Buyers outside the DB Pension Plan. Upon reasonable prior notice from Buyers to
Sellers, and absent timely objection by Sellers, Buyers may elect to pay Seflers” Pension Plan
Confribution divectly, on Sellers’ behalf, at Closing out of the Purchase Price payable to Selless,

{¢)  Post-Closing Commitment, Within five (5) years after the Effective
Time and subject to applicable filing and authorization by the applicable Government Bntity,.
Buyers shalt adopt a plan amendment to terminate the DB Pension Plan effective within such
five (5) year poriod and thereafler, in accordance with applicable law, shall liguidate, fully fund
and satisfy, and pay all benefits owed to participants and beneficiaries of, the DB Pension Plan
by providing for lump sum distributions to participants, purchasing annuities for participants
who do not elect a lump sum distribption or otherwise in accordance with the terms, conditions
and provisions of the DB Pension Plan (as in effect at the Effective Time) and with applicable
law, .

d) PBGC Matters, Sellers and Buyers agree to cooperate in connection with
any pre-Closing inquity, investigation, audit or other procesding of, or by, the Pension Benefit
Guaranty Corporation (“PBGC”), including without limitation formulating and implementing
any amendments to this Agreement as may be required by the PBGC in connection with the
assignment, assomption, finding and termination of the DB Pension Plan, Sellers shall be
responsible for any pension costs associated with any of the foregoing matters,

2.5, Tax Prorations. Subject to Section 14.9(iif), all real property Taxes, petsonal
property Taxes, ot ad valorem obligations or assessments and any similar Taxes or fees on the
Assets and Assumed Liabifities for taxable periods ending prior to the Effective Time shall be
paid for by Sellers. All real property Taxes, personal property Tuxes, or ad valorem obligations
or assessments and any similar Taxes or fees on the Assets and Assnmed Liabilities for taxable
petiods beginning on or before, and ending on or after, the Effective Time, shall be prorated
between Buyer and Sellers based on the number of days of suoh taxable period up to and
including the Closing Date (which shall be for the acoount of Sellers) and the mumber of days of
such taxable period after the Closing Date (which shall be for the aceount of Buyer), All real
property Taxes, personal property Taxes, or ad valorem obligations or assessments and any
similar Taxes or fees on the Assets and Assumed Lisbilities for taxable periods commencing on
the Effective Time shall be paid for by Buyer. Any real property Taxes, personal property
Taxes, or ad valorem obligations or assessments and any similar Taxes or fees on the Assets and
Assumed Liabilities which are due and payable in installments on or after the Effective Date
shall be paid for by Buyers. Any real property Taxes, personal property Taxes, or ad valorem
obligations or assessments and any similar Taxes or fees on the Assets and Assumed Liabilities
which are due and payable in instaliments prior to the Effective Date shall be paid for by Sellers,
provided any which are for the installment period in which. Closing occurs, shall be prorated
between Buyers and Sellers for such Installment period. The foregoing provisions shall only
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apply to Real Property whick is Owned Real Property, Notwithstanding anything the contrary
herein, this Section2.5 and the provations described herein shall not apply to any Taxes,
obligations, assessments or fees to the extent incladed in Net Working Capital and subject to the
adjustments described in Seotion 2.2.

2.6, Net Operating Loss Reconciliation. To the extent Buyers acquire the stock,
shares or other ownership or beneficial interest in any for profit Affiliates of Sellers as listed on
Schedule 1.1(o) that have net operating loss' earryovers (“NOLS”) as of the Effective Time,
Buyers shall pay to Sellers as additional Purchase Price an amount equal to fifty percent (50%)
of the reduction in federal income tax Hability attributable to deductions taken on account of the
NOLs of such for profit Affiliates of Seflers that were in existence as of the Effective Time.
Such payments, if any, shall be made by Buyers to Sellers within one hundred and ejghty (180)

days of filing of the federal income tax refurn wherein such NOL deductions are taken,

2.7.  Allecation of Purchase Price, The Purchase Price shall be allocated among the
various classes of Assets in accordance with and as provided by Section 1060 of the Internal
Reveuue Codo (the “Code”). At least sixty (60) days prior to the Closing, Buyers shall provide
Sellers with a preliminary allocation of the Purchase Price for Sellers’ review and approval, The
Partics agree that any tax returns or other tax information they may file or cause to be filed with
any Government Bntity shall be prepared and filed consistontly with such agreed upon allocation,
In this regard, the Parties agree that, to the extent tequired, they will each properly prepare and
timely file Form 8594 in accordance with Section 1060 of the Code,

2.8,  Sellers Tenant Leases Rent Prorations, Any rent, additional rent or other sums
payable or paid in or for the month in which Closing ocours under or pursuant to any Sellers
Tenant Leases shall be prorated between Buyers and Sellers as of the Effective Time on a per
diem basis for such month, After Closing, if any additional sums are due from the tenant to the
landlord under any Sellers Tenant Lease or fo the tenant from the landlord under amy Sellers
Tenant Lease for a period of time during which the Closing occurred, then such amount shall be
prorated between Buyers and Sellers as of the Bffective Time with Buyers obligated to pay, or
entitled to receive, such sums from and sfter the Bffective Time and Sellers obligated to pay, or
entitled to receive, such sums prior to the Effective Time, If the Tandlord gives g credit against
fudure vent or othet sums payable under any Sellers Tenant Lease, any portion of which belongs
to Sellers pursnant fo the foregoing; Buyers shall be obligated to pay such sum to Sellers in cash,
Any and all such sums due to or from one Party to another, shall be paid in ten (10) business
days from the receipt of written demand for the same. The ’ferms hereof shall survive Closing,
Notmthstandmg anything the contrary hereln, this Seetion 2.8 and the prorations described
herein shalf not apply to any rent, additional rent or other sums payablc to the extent included in
Net Working Capital and subject to the adjustments described in Section 2.2,

3. CLOSING.

31, Closing. Subject fo the terms and conditlons of this Agreement, the
consummation of the fransactions contemplated by this Agreement (the “Closing”) shall take
place on the last day of the month immediately after alt of the conditions precedent to Closing set
forth herein are elther satisfied or waived (other than conditions which, by thelr nature, are to be
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satisfied on the Closing Date), but no later than gixty (60) days aftor receipt of all necessary
regulatory approvals as set forth herein, or on such other date as Sellers and Buyers may
mutually agree in writing, The date on which the Closing is to oocur is herein referred to as the
“Closing Date,” Subject to the satisfaction on the Closing Date of all conditions which, by their
nature, are to be satisfied on the Closing Date, including payment of the Purchase Price by
Buyers ag described in Segtion 3.3, the Closing shall be effective as of 12;00:01 a.m., Bastetn
Time, on the first calendar day of the month immediately fot]owmg the Closing Date (the
“Bffective Time™).

3.2.  Actions of Sellers at Closmg At the Closing and unless otherwise waived in
writing by Buyers, Sellers shall deliver to Buyers the following:

(#)  Deeds containing speoial Warranty of title, fuﬂy executed by the
appropriate Seller in recordable form, conyeying to the appropriate Buyer fee title to the Owned
Real Property pursuant to the terms of Section 8.3 of this Agreement;

(b) A General Assignment, Conveyance and Bill of Sale in substantiaily the

* form attached hereto as Exhibit C, fully executed by the appropriate Seller, as applicabls,

conveying to the appropriate Buyer title to all assets which are a part of the Assets;

(¢}  An Assignment and Assumption Agreement in substantiglly the form
attached hereto as Bxhibit D (the “Assignment and Assumption Agreement”), fully executed by
the appropriate Seller, conveying to the appropriate Buyer such Seller’s mterest in the Contracts
(other than the Real Property Leases),

(d) An Assignment and Assumption of Leases in substantielly the form
attached hereto as ExhibitB (the “Lease Assighment and Assumption Agreement”), fully
exeouted by the appropriate Sellet, conveylng to the appropriate Buyer such Seller’s fnterest in
all Sellers Tenant Leases and all Sellers Landlord Leases {Sellers Tenant Leases and Sellers
Landlord Leases collectively, the “Real Property Leases™);

(¢)  An Assignment and Assumption of Licenses in substantially the form
attached hereto as ExhibitF (the “License Assignment and Assumption Agreement™), fully
executed by the appropuate Seller, conveying to the appropriate Buyer such Seller’s interest in
all assignable Licenses (as defined in Section 4.6 hereof);

(h  An Assignment and Assumption of Pension Plan Obligations in
substantially the form attached hereto as Exhibit G (the “DB Pension Plan Assignment aud
Assumption Agreement”), fully exeouted by the appropriate Seller, conveying to the appropriate
Buyer such Sellet’s interest in all of the assets and liabilities of the DB Pension Plat;

(2  An Assignment and Assumption of Benefit Plan Obligations (other than
the DB Pension Plan) in substantially the form attached hereto as Exhibit ¥ (the “Benefit Plan
Assighment and Assumption Agreement™), fully executed by the appropriate Seller, conveying
to the appropriate Buyer such Seller’s interest in all of the assets and certain labilities of the
assignable Benefit Plans (other than the DB Pension Plan) assumed by Buyers hereunder;
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()  The Transition Services Agreement in substantlally the form aftached
hereto as Exhibit] (the “Transition Services Agreement”), fully executed by the approprjate
Seller(s) (as a5 desoribed in Seetion 11,11 hereof);

(@) Al instruments and documents reasonably and oustomarily required by
the Title Company (as defined in Section 8.3 hereof) to issue the Title Policy (as defined in
Section, 8,3 hereof) as desoribed in and provided by Section 8.3 hereof; :

iy  Copies of resolutions duly adopted by the Board of Ditectors or other
governing body, as applicable, of each of the Sellets, awthorizing and approving its performance
of the transactions contemplated heteby and the execution and delivery of this Agreement and
the documents described herein on such Sellers’ behalf, cextified as true and of full force as of
the Closing, by the appropriate officers of each Sellet;

(k)  Certificates of the Chief Executive Officer, President ot a Vice President
of each Seller, certifying that each covenant and agreement of such Seller to be performed prior
to or as of the Closing pursuant to this Agreement has been performed in all material respests
and each representation and warratty of such Seller is tre, accurate and complete in all material
respects on the Closing Date, as if made on and as of the Closing;

(h  Certificates of incumbency for the respective officers of each Seller
executing this Agreement {or the Indemnification Agreement attached heteto as Exhibit X) or
making certifications for the Closing dated as of the Closing Date;

() Certificates of existence and good standing of each Seller from the state in
which it is incorporated, dated the most recent practical date prior to the Closing;

(m) Al forms required for the termination of any assumed names of each
Seller used in the operation of the System and registered with the Commonwealth of
Pennsylvania, fully executed by the appropriate Seller;

(0)  Documentation of all Material Consents (as defined in Section 8.7);

(p)  All certificates of tifle and other documents evidencing an ownership
interest conveyed as part of the Assets;

() the Indemnification and Restrictive Covenant Agreement attached hereto
as Exhibit K fully executed by the Foundation and complete copies of the Statement of Mertger
and Plan of Merger (with all aftachments thereto) associated with the merger of Deleo
Foundation into Crozer Foundation pursuant to Seption 6,13; and

(v  Such other instraments and documents as any Buyer reasonably deerns
necessaty to effect the transactions contemplated hereby.
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3.3,  Actions of Buyers at Closing. At the Closing and unless otherwme walved in
writing by Sellers, Buyers shall deliver to Sellers the following:

(a)  Anamonnt equal to the Estimated Purchase Price in immediately available
funds to an account (or accounts) designated by Sellers prior to Closing, subject to Buyers’
election to directly pay Seller’s DB Pension Plan Contribution in accordance with Section 2 4(b);

(b) An Assignment and Assumption Agreement, fully execnted by the
appropriate Buyer, pursuant to which such Buyer shall assume the future performance of the
Confracts as herein provided;

(¢) A Lease Assignment and Assumption Agreement, filly executed by the
approptiate Buyer, pursuant to which such Buyer shall assume the future performance of the
Real Property Leases as herein provided;

(d) A License Assignment and Assumption Agreement, fully executed by the
appropriate Buyer, pursuant to which such Buyer shall assume the future perfmmance of the
Licenses as herein provided;

(&) A DB Pension Plan Assignment and Assumption Agroement in

substantially the fortn aftached hereto as Exhibit G, fully executed by the Buyers, pursuant fo

which such Buyets shall assume such Seller’s intetest and obligations in all of the assets and
labilities of the DB Pension Plan;

(® A Benefit Plan Asslgnment and Assumption Agreement (other then the
DB Pension Plan) in substantially the form attached hereto as Exhibit H, fully executed by the
Buyers, conveying to the appropriate Buyer the interests of Sellers’ in all assignable Benefit
Plans (othet than the DB Penslon Plan) assumed by Buyers hereunder;

(8) The Transition Services Agroement in substantially the form attached
hereto as Exhibit I, fully executed by the appropriate Buyer(s) (as described in Section 11.11
tiereof);

()  Coples of resolutions duly adopted by the governing bodies of each of
Prospect and PMH, authorizing and approving its performance of the transactions contemplated
hereby and the execution and delivery of this Agreement and the documents described hetein,
certified as true and in full foree as of the Closing, by the appropriate officers of each of Prospect
and PMH;

{] Certificates of an executive officer of Buyers certifying that each covenant
and agreement of each Buyer to be performed prior to or as of the Closing pursuant to this
Agreement hag been performed in all material respects and each representation and warranty of
each Buyer is ftue, accurate and complete in all matetial respects on the Closing Date, as if made
on and as of the Closing;
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()  Certificates of inoumbency for the respective officers of each of Buyets
executing this Agreement or making certifications for the Closing dated as of the Closing Date'

(k) the Indemmﬁcanon and Restrictive Covenant Agrecment attached hereto
as BExhibit K fully executed by PMH and Prospect; and

(D  Suoh other instruments and documents as any Seller reasonably deems
necessary to effect the transactions conternplated hereby,

4  REPRESENTATIONS AND WARRANTIES OF SELLERS,

As of the date hereof, as updated pursuant to Section 11.1, and as of the Closing Date,
Sellers jointly and severally represent and warrant to each of the Buyets the following:

4.1.  Existence and Capacity. Bach Seller is validly existing in good standing under
the laws of the Commonwealth of Pennsylvanta, in the cotporate form and taxable or tax-exempt
status specified on Schedule 4.1, Bach Seller has all requisite power and anthority to enter into
this Agreement, to perform ifs obligations hereundet and fo conduct ifs business as now beifig
conducted in each jurisdiction where such business is condueted,

4.2. Powers; Consents; Absence of Conflicts With Other Agreements, Efc, The
exeontion, delivery, and performance of this Agreement by each Seller, and alf other agreements
referenced herein, or ancillary hereto, to which any Seller is a party, and the consummation of

the transactions contemplated herein by each Seller:

(a) are wﬁhm its corporate powers, are not in confravention of law ot of the
terms of its organizational documents, and have been duly authorized by afl appropriate
corporate action; .

(b)  oxoept as pwvxded fn Section 64 and Section 6.5 belaw, do not require
any approval or consent of, or filing with, any Government Entity ot authority bearing on- the
validity of this Agrooment which is required by law or the regulations of any such agency or
authomy,

{c)  except as set forth on Schedule 4.2, will neither conflict with, ot result in
any breach or coniravention of, or the creation of any lien, charge, or enoumbrance under, any
{ndentute, agreement, lease, instrument or understanding fo Whlch it is a party or by which it is
bound;

(d)  will not violate any statute, law, rule, or regulation of any Government
Entity to which any Seller or the Assets may be subject; and

(e)  will not violate any judgment, decree, writ or injunction of any coutt or
Government Bntity to which any Seller or the Assets may be subject.

4.3. Binding Agreement. This Agreement and all agreements to which any Seller
will become & party pursuant hereto are and will constitute the valid and legally binding

20

AL . e

Srerniey e e, TR £ STINT

N T e et




obligations of each such Seller, and ate and will be enforceable against each Seller in accordance
with the respective terms hereof or thereof,

4.4, Financial Statements,

(a)  Sellers have delivered to Buyers copies of the following financial
statements of or pertalning to Sellers (“Financial Statements™), which Finsncial Statements are
maintaihed on an acctual basis, and copies of which ate attached hereto as Sghedule 4.4(a);

(i)  Audited Consolidated Balance Sheets, Income Statements, and
Statements of Cash Flows for Sellers for the fiscal years ended June 30, 2015 (the
“Balance Sheet Date™), June 30, 2014, and June 30, 2013, together with the notes thereto
and the audit report thereon by Sellers’ independent auditors;

(i)  Unaudited Consolidated Balance Sheets for the Sellers, dated as of
November 3¢, 2015; and

(iif)Unaudited " Consolidated Tncome Statotnents for Selers for the
five-month period ended on November 30, 2015.

(b)  The Finanoial Statements are frue, accurate and complete and present
fairly in all material respects the financial condition and results of operations of Sellers as of the
dates indicated therecn, and for the periods indicated therein. The Finanoial Statements have
been prepated in accordance with GAAP, applied on a consistent basis throughout the periods
indicated, except as may be specified in Schedule 4.4(b), The Sellers have heretofore provided
Buyers with coples of all annual management letters with respect to the Sellers from thelr
independent certified public accountants for sach of the last three fiscal years to the extent
issued,

(¢)  Except as set forth in Schedule 4.4(c), all Accounts Receivable of Sellers
reflected on the Financlal Statements constitute bona fide receivables resulting fiom a bona fide
sale to 4 patient or customer in the ordinaty course of business, the amownt of which was actually
due on the date theteof and has been collected, or which Sellers, as of the Effective Time, ate
using reasonable effoits to collect, in the ordinary course of business, The Books and Records of
the Sellers state correctly the facts with respect fo each of the Accounts Receivable of Sellers and
the balance due thereon, Bach payment reflected in such Books and Records as having been
made on each such Account Receivable was made by the respeciive acoount debtor and not
directly or indirectly by any director, officer, employee or agent of any of the Sellers. Each
document and instrument evidencing, securing of relating to each Account Receivable,
including, without limitation, each insurance policy, certificate, bill or staternent, is correct and

complote in all respects, is gemuine apnd valid and is enforceable in accordance with its

terms, There ate no defonses, claimis of disabilitles, counterclaims, offsets, refusals o pay or
other rights of setoff against any Accounts Receivable and there is no threatened, intended or
proposed defense, olaim of disability, counterclaim, offset, refusal to pay or other right of setoff
with respect thereto, Each Account Receivable, sach document and instrument and each
transaction underlying or relating thereto conforms in all material respects, including, without
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. limitation, in vespect of imterest rates charged, nofices given and disclosures made, to the
requitements and provisions of each applicable law, rule, regnlation or order relating to eredit,
consumet credit, credit practices, credit advertising, credit reporting, retail installment sales,
ctedit cards, collections, usury, interest rates and truth-in-lending, including, without limitation,
the Federa! Truth in Lending Act, as amended, and Regulation'Z lssyed by the Board of
Governors of the Federal Reserve System thereunder, Accounts Receivable resetve allowances
have been established on the basis of historical experience in accordence with GAAP
consistently applied (which reserves and allowances are set forth in Schedule 4.4(c)).

(@)  Except as set forth in the Financial Statements, or as otherwise set forth on

Schedule 4.4(d), there are no contingent or other liabilities or obligations which have, or with
reasonable foreseeability may have, a Materigl Adverse Effect (as defined In Section 14.17) on
any Sellet or their respective business or operations.

4.5, Certain Post-Balance Sheet Results, Except as sot forth in Schedule 4.5 hereto,
since June 30, 2015 there has not been any:

(@)  material damage, destruction, or loss {whether or not covered by
insuranoe) affectmg the System or the Assets;

(b)  any event, change or occurrence which has or could reasonably be
expeoted to have a Material Advesse Effect;

(©)  threatened omployee strike, work stoppage or labor dispute within the
System, as further deseribed in Section 4,18(s), except as set forth on Schedule 4.18(a);

(@) sale, assignment, transfer, or disposition of any item of property, plant ox
equipment included In the Assets having a valoe in excess of Two Hundred Fifty Thousand
Dollars ($250,000.00) (other than supplies), except in the ordinary course of business or with a
comparable replacement thereof;

(e)  genoral increases In the compensation payable by any Seller to any of its
employees or any general {ncrease in, ov general institution of, any bonus, insurance, pension,
profit-sharing or other employee benefit plan, remuneration or arratgements made to, for or with
such employees, other than those increases in compensation ot the general institution of any
bonus, insuranee, pension, profit-sharing arrangement, other employee benefit plan,

remyneration or atrapgement required under any collective bargaining sgreement or otherwise

made in the ordinary course of business by any Seller;

{f)  changes in the composition of the medical staffs of the two licensed

Hospitals or other facilities operated by Sellers, other that normal turnover ocomrmg in the
ordinary coutse of business; .

(2)  changes in the rates charged by the Hospitals, its physicians or other
providers for their service, other than changes made in the ordinary coutse of business;
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(h)  changes in the accounting methods or practices employed by Sellers or
changes in depreciation or amortization policies; or

) transactions pertaining to the Hospitals or any of the other Assets by any
Seller cutside the ordinary course of business (other than those contemplated by this Agreetment),

4,6.  Licenses, Crozer-Chester Medical Center (FCCMC”) is duly Hoensed by the
Pennsylvania Department of Health as an acute care hospltal with four campuses: (a) the Crozer
Medical Center campus (“Crozer Campus™), a tertiary care teaching facility with 300 licensed
and 260 staffed beds in Upland, Pennsylvania; (b) Taylor Hospital (“Taylor™), an acute care
facility with 105 licensed and staffed beds in Ridley Patk, Pennsylvartia; (c) Springfield Hospital
(“Springfield”), an acete care facility with 25 licensed and staffed beds in Springfield,
Pennsylvania; and (d) Community Hospital (“CH”), an onipatient facility that coordinates a full
range of outpatient behavioral and community health services in Chester, Pennsylvania, 1In
addition, Delaware County Memorial Hospital (“DCMI”) is separately licensed by the
Pennsylvania Department of Health as a general acute care hospital with approximately
168 licensed and staffed beds, The pharmacies, laboratories and all other ancillary departments
or other healtheare services located at the Hospitals or Sellers” other facilities which are required
1o be specially licensed are so duly licensed by the appropriate licensing agency pursuant to the
laws of the Commonwealth of Penusylvania. Sellers have all other licenses, registrations,
permits, certificates, accreditations, authorizations and apptovals which are required by law to
opetate the Assets and the System (collectively, the “Licenses™), Schedule 4.6 sets forth of all
such Licenses, owned or held by Sellers relating to the ownership or operation of the System or
the Assets, all of which are in good standing, and none of the foregoing has been revoked or
limited, or, to Sellers’ knowledge, has been threatened to be revoked or limited,

4,7, Condition of Assets, The Assets constitufe the assets which are owned by Sellers
or held or used by Sellers in the conduct of the business and operation of the System in the
manner conducted as of the date of this Agreement, Schedule 4.7 lists any material defects
(which shall include for this purpose all known noncompliance with applicable building and
safety codes and all known life safety issues) in the buildings, structures, facilitios and major
equipment, The forniture, fixtures, machinery, equipment, vehicles and ofher items of fangible
petsonal property currently owned of leased by Sellers are sufficient for the continved conduct of
Sellers’ business after the Bffective Time in substantially the same manner as conducted prior to
the Bffective Time and constitute substantially all of the rights, property and assets necessary, fo
conduct the business of Sellei's as currently conducted,

4.8.  Medicare Participation/Accreditation/Registration,

(a)  The Hospitals, the employed physicians and other providers within the
System, as applicable, are qualified for participation in the Medicare, Medicald/Medical
Assistance and CHAMPUS/TRICARE prograins, have cuerent and valid provider numbers and
contracts with such programs, are in compliance with the conditions of participation in such
programs, and have received all approvals or qualifications necessary for reimbutsement, The
Hospitals are duly acoredited, with no contingencies, by The Joint Commission, A copy of the
most recent acoreditation Jetter from The Joint Commission pertaining to each Hospital hag been
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provided fo Buye:s All billing practices of Sellers with respect to the Hospitals, its employed
physicians and other providers for all third patty payors, including the Medicate, Medicald and
CHAMPUS/TRICARE programs and private comumercial insurance companies, have been in
oompliance with all applicable laws, regulations and policies of such third patty payots and the
Medicare, Medicaid and CHAMPUS/TRICARE programs, and no Seller has billed ot received
any payment or reimbursement in excess of amounts atlowed by law, No Selicl, Hospital,
employed physician or other provider has been excluded from part1c1pat10n in the Medicare,
Medicaid or CHAMPUS/TRICARE programs, nor to Sellers’ knowledge is any such exolusion
threatened, None of the officers, directors ot employees of Seller have been excluded from
participation in the Medicare, Medicaid or CHAMPUS/TRICARE programg. Except as set forth
in a writing delivered by Sellers to Buyers and set forth on Schedule 4.8(a), Seller has not
recelved any written notice from any of the Medicars, Medicald or CHAMPUS/TRICARE
programs, or any othet thivd party payor programs of any pending or threatened mvestigaﬁons or
Surveys.

(b)  Each Soller required to be registered (each, for purposes of this paragraph,
a “Rogistered Seller”) has registered with My Quality Net (formerly QNet Exchange) and any
other quality reporting data exchanges as required by The Centers for Medicare and Medicaid
Services (“CMS™) under ifs quality reporting programs (the “Quality Programs™). Each
Registered Seller has subtnitted all quality data required under the Quality Programs to CMS or
its agents, and all quality data required under the ORYX Cote Measure Performance
Measurement System (“ORYX”) to The Joint Commission, for all reporting periods concluded
prior fo the date of this Agreement, except for any reporting period for which the respective
reporting deadlines have not yet expired, All such submissions of quality data have been made
in accordatice with applicable reporting deadfities and in the form and manner required by CMS
and The Joint Commission, respectively. Sellets have made available to Buyers the “validation
results” for all reporting periods concluded ptior to the date of this Agreement, except for any
- reporting period for which the respective reporting deadlines have not yet expired. Except as set
forth on Schedule 4.8(b), no Registered Seller has received notice of any reduction in
refmbursement under the Medicare program resuiting from its failure to report quality data to
CMS o its agent as required under the Quality Programs.

4.9. Compliance with Laws. Except ag set forth in a writing defivered by Sellers to
Buyets and set forth on Schedule 4.9, Selfers are in compliance in all material respeots with all
applicable statutes, rules, regulations, and requitoments of the Government Entities having
jurisdiction over the System and the Assots, As used herein, “Government Entity” means any
governsment or any agency, bureaw, board, directorate, commission, court, departnent, official,
political subdivision, tribunal or other instrumeniality of any government, whether federal, state
or local, Bach Seller has timely filed all repotts, data, and other information required to be filed
with the Government Entities, No Seller, or any of Seller’s employees have committed &
violation of federal o state laws regulating healthcare and/or healtheare fraud, including but not
limited to the following laws: the Fedetal (Title XIX of the Social Security Act) and state
Medicald programs and thelr implementing regulations, the Medicare Program (Title XVIII of
the Social Security Act) and ifs implomenting regulations; the Federal False Claims Act .
(31 US8.C, §8 3729 et seq.); the Fedoral Health Care Program Anti-Kickback Statute (42 U.S.C,
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§ 1320a 7b(b)); the Federal Physician Self-Referral Law (42 U.8.C. §1395nn); the Federal
Administrative False Claims Law (42 U.S,C, § 1320a 7b(a)); the Federal Confidentiality of
Aleohol and Drug Abuse Patient Reeords Act (42 U.8.C. 290ee 3); the Rehabilitation Act, the
Americans with Disabilities Act, the Occupational Safety and Health Administration statutes and
regulations for blood home pathogens and workplace risks, and any state and lecal Jaws that
address the same or similar subject matter, Without lititing the genetality of the foregoing,
Sellers ate i compliance in all material respects with the Health Insurance Pottability and
Accountability Act of 1996 (‘HIPAA™), including the electronic data interchange regulations and
the health care privacy regulations, end including the applicable rules and tegulations
promulgated under HIPAA pursnant to 45 CEFR Patts 160, 162, and 164 (subparis A, D and B)
and the changes thereto imposed by the Health Information Technology for Bconomic Clinical |
Health Act, Division A, Title XIIT § 1301 ef seg. of the Ametican Recovety and Reinwstment
Actof 2009 all as of the applicable effoctive dates for such requitements.

4,10, Egwipment, Schedule 4,10 sets forth a depreciation schedule as of the Balance
Sheet Date which takes into consideration all the equipment constituting any part of the System
and the Assets having a book value greater than Ten Thousand Do]lars ($10,000.00).

4,11, Real Property. Based solely on the Title Commitments (as defined in
Section 8.3 below), each Seller owns good, marketable, and indefeasible fee simple title to the
Owned Real Property and good, valid and subsisting leasehold title to the Insured Leases (as
deflned in Section 8.3 below), subject only to the Permitted Bncumbrances (as defined in
Seotion 8.3 below)., With respect to the Owned Real Pmperty ot the Tnsured Lease Parcels (as
defined in Sectiot 4,11(c) below):

. {a)  To the knowledge of the applicable Seller which is the record title owner
of the applicable Owned Real Property or the Seller which is the tenant under the applicable
Ingured Lease, such applicable Seller has not received during the past three (3) years written
notice of a viclation of any applicable ordinance or ather law, ordet, regulation, of requirement
of any governmental authority applicable to such Owaed Real Property or Insuted Lease Parcel
that has not been corrected or complied with;

(b)  To Sellers’ knowledge, except as described on Schedule 4.11(b), the Real
Property and its operation ate in material compliance with all applicable zoning ordinances, and,
1o the knowledge of Seller, subject to Sellet’s satisfaction of the terms of Section 14.26 below, as
may be applicable, the consummation of the transactions conternplated herein will not result in a
violation of any applicable zoning ordinance or the fermination of amy applicable zoning
variance now existing;

{¢)  Based solely on the Title Commitments and subject to the Permitted
Enocutnbrances and any fact which current and acourate surveys of the Owned Real Property
anidfor the paroels of land leased pursuant to the Insured Leases (such parcels being referred fo as
the “Insured Lease Parcels” or individually as an “Insured Lease Parcel”) would disclose, to the
knowledge of Sellers, neither the Owned Real Property nor the Insured Lease Parcels are subject
to any easements, restrictions, ordinances, or other limitations on title so as o make the same
unusable for iy current nse;
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(@) To the knowledge ‘of Sellers, the Owned Real Properfy and the Insured
Lease Parcels are in compliance it all materlal respects with the applicable provisions of the
Rehabilitation Act of 1973, Title HI of the Americans with Disabilities Act, and the provisions of
any compatable state statute relative o accessibility, and thete is no pending, or written threat of
_ litigation, admiristrative actlon or complaint (whether from state, federal or local government ot
from any other person, group or entify) telating to compliance of any pf the Owned Real
" Property or the Insured Lease Parcels with the Rehabilitation Act of 1973, Title I of the
Americans with Disabilities Act or the provisions of any comparable state statute relative to -
accessibility;

{¢)  The only real property leases to which any of the Sellers is a tenant are the
Sellers Tenant Leases described in Schedule 4.11(e), and no tenant has paid rent in advance for
more than one month and o improvement credit or other tenant allowance of any natute is owed
to any teneut, nor is any landlord lmprovement work required, except as described on

Schedule 4.11(e);

(H  Attached to Sobedule 4.11(f) is a “rent roll” which sets forth all Sellers
Landlord Leases where a Seller is landlord: (1) the names of then current tenants; (if) the rental
payments for the then current month under each of the Sellers Landlord Leases; (iif) a list of all
then delinquent rental payments; (v} a list of all concessions granted to tenants; (v) a list of all .
tenant deposits and a description of any application thereof, and (vi) a list of all uncured material
defaults under the Sellers Landlord Leases known to the appropriate Seller;

(8  To the knowledge of Sellers, during the past three (3) years, no Seller of
any of the Owned Real Property nor as tonant of any of the Insured Leases has received written
notice from any governmental authority or any agent of any governmental authority, of any
existing or proposed eminent domain proceeding of such governmental authority that would
result in the taking of either (1) att of any parcel constituting a patt of the Owned Real Property
ot the Tnsured Lease Parcels or (if) a patt of any of parcel constitniing a part of the Owned Real
Property or the lusured Lease Parcels that would adversely affect the current use of such parcel
of the Owned Real Property or Insured Lease Parcels;

()  Except as set forth on Schedule 4.11(h), to the knowledge of Seflers,
none of the Owned Real Property ot Insured Lease Parcels are located within a one hundred year
flood plain or an area identified by the Secrotary of Housing and Urban Development as having
“special flood hazards,” as such term is wsed in the National Flood Tnsuratice Act of 1968, as
amended and supplemented by The Flood Disaster Protection Act of 1973, and in regulations,
interpretations and rulings thereunder; and

()  The Owned Real Property and Insured Lease Parcels are supplied with
utilities and other services sufficient for the operation thereof as are corrently being operated, To
the knowledge of the Seller, except as set forth on Schedule 4.11(1), the buildings, plants and
structures, including heating, ventilation and air conditioning systems, roof, foundation and
floors, of the Owned Resl Property and Insured Lease Parcels are in good opetating condition,
subjeot to ordinaty wear and tear.

26




4,12, Tifle, As of the Closing, Sellers shalt own and hold good and valid itle to all of |

the Assets, and at the Closing Sellers shall assign and convey to Buyers good, valid and
marketable title to all of the Assets, or any part thereof, subject to no mortgage, Hen, pledge,
security interest, conditional sales agreement, right of first refusal, option, testriction, lability,
encumbrance, or chaige other than the Permitted Bncumbrances and the Assursed Liabilities, or
morigages, liens, pledges, secutity interests ot the like being paid off, satisfied ot released as of
Closing, As to the Owned Real Propetty and the Sale/Lease Back Leased Real Property the terms
of this Section 4,12 are subject to the terms of Section 4.11(a) and Section 8.3,

4.13. Ymployee Benefit Plans. Except as set forth on Schedule 4,13 hereto:

{a)  Sellers do not sponsor or participate in, nor have they, within the last five
(5) calendar yeass including the calendar year that includes the EBffective Time, sponsored or
participated in any pension, profit-sharing, stock bonus, deferred compensation, or other
retirement plans as would be defined as an “employee pension benefit plan” in Section 3(2) of
the Employee Retirement Income Security Act of 1974, as amended (“BRISA”), including any
Code Section 401(a), Section 403(b) or Section 457 plans; “employee welfare benefit plans,” as
would be deflned in Section 3(1) of ERISA including group health, life, disability or similar
plans; fringe benefit, cafeteria, flexible benefit, or tuition assistance plans; executive
compensation agreements, bonus, or incentive plans; retetition or severance plans; vacation,
holiday, sick-~leave, paid-time-off, or other employee compensation plans, programs, payroll
practices, policies, or agteements; or any annuity contracts, custodlal agreements, trusts or other
agreements refated thereto (all collectively, the “Benefit Plans™), With respect to such Benefit
Plans appeating on Schedule 4.13, Selers have delivered to Buyers accurate and complete copies
of the Benefit Plans that have written instruments and, for those that do not, general sununaries
or explanations (including descriptions from employee handbooks and other materials);
insurance confracts or any other funding instruments, governmental correspondence issued
within the last five (5) calendar years including the calendar year that includes the Effective
Time; determination, advisory, notification, or opinion letters.issued within the last five
(5) calendar years Including the calendar year that includes the Effective Time; currently in
effect as of the Bffective Time conftacts with third-party sdministrators and other independent
contractors; and sammary plan descriptions, modifications, memorands, employee handbooks,
and other material written communications. Except as may be set forth on Schedule 4.13: all
refurns, reports, disclosure statements, and premium payments relating fo the Benefit Plans
appearing on Schedule 4,13 bave been timely filed, delivered, or pald, or appropriate extensions
obtained, as applicable and as tequited by applicable law, For the purposes of Section-4.13,

Sellers shail refer to Sellers and any entity required to be aggregated with Sellers pursuant to the

controlled group rules under Code Section 414(b), (), (m) and (o),

(b)  Other than as set forth on Schedule 4,13, with respect to such Benefit
Plans, Seffers do not currently and have not participated in or sponsored, contributed to, or had
an obligation o contribute fo a multieraployer plan (as defined in ERISA), multiple employer
plan (as defined in ERISA), or single employer plan to which at least two or more of the
contributing sponsors are not part of the same controlled gronp (as determined in accordance
with the controlled group rules under Code Section 414(b), (c), (m) and {o)); sponsored ot
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participated in any benefit plan that is self-insuved or is a self-funded multiple employer welfare
artangement; participated In, engaged in, or best a party to any prohibited transaction for which
there is no statutory exemption; had asserted against them any claim for any excise tax, interest,
or penalty; ot committed a matetial breach of any responsibilities ot obligations imposed upon
fiduciaries under ERISA. Other than as set fotth in Schedule 4.13 or expressly assamed by one
or more Buyers pursuant fo provisions of this Agreement (including but not limited to
Sections 1.1 and 1,3), Sellers do not have any Liability under any Benefit Plan for which Buyers
have or will have any lability, contingent or otherwise, under Parts I or IV of ERISA, the Code,
or other applicable law,

(©  Oftber then as set forth on Schedule 4,13, each Benefit Plan that is a
pension or other retirement plan and each related trost agreement, annuity conftact, or other
funding instrument is and has been since its inception qualified and tax-exempt under the
provisions of Sections 401(a), 403(b), 457 or 501(a) of the Code applicable to such Benefit Plan;
each Benefit Plan is and has been since its inception in material compliance with its terms and,
both as to forn and in operation, with the requirements prescribed by any and all laws that are
applicable to such Benefit Plan; does not have and has not had sinee its inception any unfunded
accrved Hability; to the best knowledge of Sellers, bag not experlenced any reportable events (as
such term is defined in ERTISA. Section 4043); has not had any accumulated fimding deficiencies
or liquidity shortfalls (both as defined under the Code); does not have any labilities required to
be disclosed that have not been disclosed; and has not been partially or fully tetminated, nor has
any Government Entity instituted or threatened a proceeding to terminate any such Benefit Plan
or 1o appoint a frustee, Each Beuefit Plan that is not a pension, or other retirement, plan not
included in the preceding sentence Is in material compliance with its terms and, both as to form

and operation, with the requirements preseribed by any and all laws that are applicable to such -

Benefit Plan. Sellots have no knowledge of any material noncompliance with applicable laws
with respect fo any Benefit Plan that would create any liability for Buyers.

{d)  Except as set forth on Schedule 4.13, no Benefit Plan is currently or has
been within the last five (5) calendar years including the calendar year that includes the Effective
. Time under audit, inquiry, or investigation by the any Govemment Entity, and to Sellers’
knowledge, there are no outstanding issues with reforence to the Benefit Plans pending beforo
any Goveroment Entity, Other than routine claims for benefits, thete are no actions, mediations,
audits, arbifrations, suits, claims, or investigations pending or, to Sellers’ knowledge, threatened
against or with respeot to any of the Benefit Plans or their assets, and there are no threatened or
pending claims by or on behalf of the Benefit Plans or by any participants in the Benefit Plans
alleging a breach of fiduciary duties or violations of law nor, to Sellers’ knowledge, is there any
basis for such claims, ‘

4.14, Litigation or Proceedings. Schedule4.14 lists all pending litigation or
proceedings to which any Seller is a party or which otherwise involve the System or any of the
Assets. No Seller is in default ynder any order of any court or federal, state, municipal, or other
governmental department, commisston, board, burean, agenoy or instrumentality wherever
located. Except as set forth on Schedule 4,14, there are no clalms, actions, suits, proceedings, or
investigations pending, or to the knowledge of Sellers, threatened against or related to any Sefler,
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the System or the Assets, at law or In equity, or before or by any federal, state, municipal, or
other governmental department, commission, board, bureau, agency, ot instrumentality wherever
located,

4.15, Envirommental Laws. Excopt as set forth on Schedule 4.15 hereto, to the
knowledge of Sellers (i) the Real Propetty is not subject to any matorial environmental hazards,
risks, or liabilities, (t) no Seller is in material violation of any federal, state ot local statutes,
regulations, laws, orders or common law pertaining to the protection of human health and safety
or the environment (collectively, “Environmental Laws™), including the Comprehensive
Environmental Response Compensation and Liability Act, as amended (CERCLA”), the
Pennsylvania Sofid Waste Management Act, as amended, the Peonsylvanin Hazardous  Sites

Cleatup Act, as amended, the Pennsylvania Infectious and Chemotherapeutic Waste Law, as

amended, the Clean Air Act, as amended, the Clean Water Act, as amended, the Solid Waste
Disposal Act, as amended, and the Resource Conservation and Recovery Act, as amended
(“RCRA™) and (iif) no Seller has received any notice alleging or asserting either a violation of
any Bnyironmental Law or & legal obligation to investigate, assess, remove, ot remediate any
property that is an Asset under this Agreeinent, including, but not limited to, the Real Property,
under or pursuant to any Envitonmental Law, BExoept as set forth on Schedule 4.15 hereto, no
“Hazatdous Substances” (which for purposes of this Agreement shall mean and include
polychlorinated biphenyls, agbéstos, and any hazardous substances, materials, constituents, or
wastes which are regulated by any Environmental Law, including CERCLA and RCRA) have
been possessed, stored, managed, processed, treated, released, handled, discharged, disposed of
“on ot released ot discharged from or onto, of threatened fo be released from or onto, the Real
Property {(including groundwater) by any Seller, or to Sellers’ knowledge, any third party, in
material violation of any applieable Environmental Law. Except as set forth on Schedule 4,15
hereto oy the documents referenced thereon, to the knowledge of Sellers, neither radon not any
radon progeny i8 present in any enclosed and occupied sirucfure present on any area of the
Owned Real Property in excess of four (4) picocuries/liter, Bxcept as set forth on Schedule 4,15
hereto, to the knowledge of Sellers, the physical plants constituting a portion of the Assets do not
contain regulated, friable asbestos-confalning material. Without limiting the generality of the
foregoing, to the knowledge of Sellers: (i) all current or former underground storage tauks
located on the Real Property and -all information in Sellers” possession relating to the capacity,
uses, daies of installation and contents of such tanks located on the Real Property are identified
in Schedule 4.15; (i) thete are no, nor have there evet been, any coflection dumps, pits, and
disposal facilities or surface impoundments located on the Real Property for the contalnment of
- Hazardous Substances except as identified in Schedule 4.15 or in the documents referenced
thereon; and. (ifi) all existing underground storage tanks Iocated on the Real Property have been
maintained in material compliance with all Environmental Laws, To the knowledge of Sellers,
except as set forth on Schedule 4,15 hereto, no Seller has transported or amanged for the
transportation of any Hazardous Substance to any location not owned, operated or leased by any
Seller that is the subject of an action by any Governmental Entity ot any other third party that
would reasonably be expected to result in a clalm against any Seller. Coples of all
environmental Investigations, studies, audits, tests, reviews or other analyses (collectively, the
“Brvironmental Reports™) conducted by, or that ave in the possession of;, Sellers relating to the
System or Real Propeity have been made available to Buyer and all such Envitonmental Reports
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ate listed on Schedule 4,15, Sellers have all Environmental Permits required under applicable
Environmental Laws fot Sellets to use the Real Property and any equipment located thereon as
ourrently used by Sellers; all such Environmentat Permits ate valid and in effect; Sellers are in
compliance in all matorial respects with all such Environmental Permits and all such
Bavironmental Permits ate listed on Schedule 4.15,

4,16, Hill-Burton and Other Liens. Except as set forth on Schedule 4.16 hereto, 1o
Seller has recolved any loans, grants or loan guarantees pursuant to the Hill-Burton At program,
the Health Professions Rducational Assistance Act, the Nurse Training Act, the National Health
Planning and Resonrces Development Act, and the Community Mental Health Centers Aot, as
amended, or similar laws or acts relating to healthcare facilities, The transactions contemplated
hereby will not resnlt in any obligation on any Buyer to repay auy of such loans, grants or loan
guarantees, nor subject any Buyer or the Assets to any lien, restllctmn or obfigation, including
any tequirement to provide uncompensated care,

4,17, Taxes,

(8)  During the last five (5) tax years, each Seller has filed all federal, state and
local tax returns required to be filed by it (all of which are true and correct in all material
respects) and has duly paid or made provision for the payment of all taxes (including any interest
or penalties and amounts due state unemployment anthorities) which are due and payable to the
appropriate tax authorities, Duting the last five (5) calendar years, each Seller has withheld
proper and accurate amounds from ifs employees’ compensation in compliance with all
withholding and similar provisions of the Code, including employee withholding and social
seclrity taxes, and any and all other applicable laws, No deficiencies for any of such taxes have
been assetted or threatened in writing, and no andit on any such returns is currently under way or
threatened In writing, There are no ocutstanding agreements by any Selter for the extension of
time for the assessment of any such taxes, No Seller has taken any action in respect of any
federal, state or local taxes (including any withholdings tequited to be made in yespect of
employees) which may have an adverse Impact upon the System or the Assets as of or
subsequent to Closing, Thetre are no liens for delinquent taxes on any of the Assets,

(b)  For purpose of the Agreement, “tax” or “taxes” means (i) all federal, state,
local or foreign taxes, charges, fees, imposts, cortributions, levies or other assessments,
including all net income, alternative minimum or add-on minimum tax, gross incoms, profits,
gross recelpts, franchise, capital, paid-up capital, capital stock, sales, use, value-added, ad
valorem, property, inveatory, transfer, license; withhiolding, payroll, employment, social security,
unemployinent, excise, severance, stamp, oceupation, business privilege, mercantile, estimated
taxes, ehwvirommental, windfall profits, customs duties, fees, or other like assessments and
charges of any kind whatsoever, (i) all interest, penalties, fines, additions to tax or additional
amounts imposed by any taxing anthorify in connection with any item described in clause (1}, and
(lif) any tansferec liability in respect of any items described in olauses (i) and/or (if) payable by
reason of contract, assumption, transferce liability, operation of faw, or othexwise, in each case
whether or not disputed. For purpose of the Agresment, “tax refurn” means any retuxn, report ot
statement filed or required to be filed with respect fo any tax (including any attachments thereto,
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and any amendment thereof) including any mformauon return, claim for refund, amended return
ot declatation of estimated tax,

4.18. XEmployee Relations.

(a)  Except as sof forth on Schedule 4.18(a), all employees of the System are
employees of one of the Sellers. Except as set forth on Schedule 4.18(a), thete is not presently
pending ot, fo Seflers’ knowledge within the last three (3) calendar years including the calendar
year that includes the Bffective Time, threatener, and no event has oceurred that could provide
any reasonable basis for any strike, slowdown, picketing, work stoppage, or employee griovance
prooess, ot any procesding against or affecting any Seller relating to an alleged violation of any
legal requirements pertaining to labor relations, including any chavge, complaint, or unfair labor
practices clalm filed by an employee, union, or other porson with the National Labor Relations
Board or any comparable Government Entity, organizational activity, or other labor dispute
against or affecting any Seller or the System. Except as set forth on Schedule 4.18(a), with
respect to the employees of eaoh Seller, no collective bargaining agreement exists ot Is ourrently

being negotiated by Seller; to Sellers’ knowledge no application for certification of a collective

bargaining agent Is pending; no written demand has been made for recognition by a labor
organization; to Sellers’ knowledge, no wvnion reptesentation question exists; fo Sellers’
knowledge, no union organizing activities are taking place; and no employes of any Seller is
represented by any 1abor union or organization, :

(b  Bach Seller has complied in all matorial respects with all legal
requiremments relating o employmeni; employment practices; terms and conditfons of
employment; equal employment opportunity; nondiscrimination; immigration; wages; hours;
payment of employment, social secutity, and similar payroll taxes; ocoupationsl safety and
health; and plant closing. No Seller is Hable for the payment of any compensation, damages,
taxes, fines, penalties, interest, or other amounts, however designated, for failure to comply with
any of the foregoing fegal requirements. Except as set forth in Schedule 4.18(b), there are no
pending or, to Sellers’ knowledge, threafened claims before the Bqual Employment Opportuaity
Commission (or oomparable siate agency), complaints before the Occupational Safety and
Health Administsation (or comparable state agency), wage and hour claims, wnemployment
compensation claims, workers® cotapensation claims, or the like, ‘

{(¢)  Sellers have made available to Buyers the personnel records of all of the
employees of each Seller and the salaty or wage records for such employees including records
reflecting sick or extended illness, paid time off, vacation and holiday benefits that, as of the
Effective Time, are accrued or credited but unused or nnpaid. Sellers have made available to
Buyers copies of each employment, consulting, independent contractor, bonus, retention or
severance agteement to which any Seller is a party, Schedulo 4.18(c) sets forth the employees
who had aun “employment loss,” as soch term is defined in the Worker Adjustment and
Refraining Notification Act (the “WARN Act”), within the ninety (90) days preceding the
Closing; in telation to the forsgoing, Sellers have not violated the WARN Act or any similar
state or focal legal requitements. To Sellers’” knowledge, no employee of any Seller is bound by
any .confract that purports to limit the ability of such employee to engage in or continne or
perform any conduct, activity, duties or practice relating to the bysiness of any Sellel.
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(@  All necessary viga or work authorization petitions required to be filed by
Sellers haye been timely and properly filed on behalf of any employees of any Seller requiring a
visa stamp, 1-94 status dooutnent, employment avthorization document, or any other immigration
docutnent to legally work for Sellers in the United States. and all paperwork retention
requirements with tespect to such applications and petitions have been ret. To the knowledge of
Sellers, no current employee of any Seller has ever worked for such Selter without employment
authorization ftom the Department of Homeland Security or any other Govetmment Entity that
must guthorize such employment, I1-9 Forms have been timely and propetly completed by
Sellers for all current employees of Sellers. -9 Forms have been lawfully retained and
re-yerifled by Sellers, There are no claims, lawsuits, actions, arbitrations, administrative or other
proceedings, or to Sellers’ knowledge, governmental investigations or inguities pending or
threatenied against any Seller relating fo such Seller’s complance with immigration laws.” There
have been no Jetters received by any Seller from the Social Security Administration (“SSA”)
regarding the fallure of such Sellet’s employee’s Soctal Security number to match their name in
the SSA database.

4,19, Contracts and Commitments,

(@) Schedule4.19 sets forth an accurate list of all maferial written
commitments, contracts, leases, and. agreements, which materially affect-the System or the
Assets, to which any Seller is a party or by which any Seller, the System of the Assets are bound,
and which involve future payments, performance of serviees or delivery of goods to or by Seller
in an amount or value in excess of One Hundred Thousand Dollars ($100,000.00) per contract on
an annval basig, whick have terms (including renewal options and rights) in excess of one
(1) year, or which involve a contract with a physician, physician organization or other referral
source (“Material Contracts”), including: (a) agreements with individual physicians or physician
groups and any other agreements with potential referral sources; (b) agreements with health
inswrance payors, health maintenance organizations, preferred provider organizations,
accountable care organizations; clinically infegrated networks, or other alternative delivery
systems; {¢) Joint venture or partnership agreements; (d) employment coniracts or any other
contracts or commitments with individual employees or agents; () contracts or. commitments
materially affecting ownership of, title to, use of or any interest in the Real Property (including
the Real Property Leases); (f) equipment leases; (g) equipment maintenance agreements;
{(b) agreements with municipalities; (i) collective bargaining agrestents or other contracts or
commitments with any labor unions, labor organizations, or other employee representatives or
groups of employees; (j) loan agreements, bonds, mortgages, lens, or ofiet security agreements;
(k) patent licensing agreoments or any other agreements, licenses, or commitments with respect
to patents, patent applications, frademarks, trade nates, service marks, technical assistance,
copyrights, or other fike terms affecting the System or the Assets; (1) contracts or cormmitments
providing for payments based in any mannet on the revenues or profits of the System or the
Assets; and (m) agreements, Hoenses, or commitments relating to data processing progratns,
softwate, or sourve codes utilized in connection with the Systetn or the Agsets,

(b}  Sellets have made available to Buyers, subject to applicable law, true,
accurate and complete copies of all of the Contracts, including, antong others, the Material -
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Conttacts, Seflers represent and warrant with respect fo each Contract, Including Materdal

Contracts, that:

(i)  Such Confract constitutes the valid and legally binding obligation
of the Seller which is a party thereto and is enforceablo against such Sefler in accordance
with its terms;

(i)  Such Contract constitutes the entire agreement by and between the
respective parties thereto with respeot to the subject matter thereof;

)AL obligations 1equired to be peribrmed by the Seller under the
tetms of such Contract have been performed in all material respects, no act ot omission
hy the Setler has occurred or failed to ocour which, with the giving of notice, the lapse of
time or both would constitute a default under the Contract, and such Contract is in full
force and effect without defult on the part of the Seller;

(iv) Except as sxbmssiy set forth on Schedule 4,19, the Contract doss
not require consent to the assignment and assumption of such Contract by the appropriate
Buyer;

(v}  Except as expressly sef forth on Schedyle 4,19, the assignment of

the Contract to and assumption of such Contract by the appropriate Buyer does not .

tequire any fes and will not result in any penalty or premium, breach, default, termination
or vatiation of the tights, remedies, benefits or obligations of any Party thereunder; and

(vi)‘ Bach Confract is in compliance in all material respects with all
applicable federal, state and focal laws, regulations, judictal and administrative decisions.

4,20, Uncizimed Property.

(a)  Bach Seller is, and at all time has been, in compliance with the applicable
state laws tegarding abandoned ot unclaimed property or escheat in ali material respects. Bach
Seller has reported and remitted 16 each state as required by Law all amoutits held, due or owing
by Seller temaining unclaimed ot unpaid for a period of time such that they aré presumed
abandoned under the applicable state laws, No amounts which ave, or would be, or would
become, unclaimed property or presumed gbandoned under the applicable state laws regarding
abandoned or unclaimed property have been written off, written or reversed to incore, or
otherwise removed or excluded from the Seller’s Balance Sheet Liabilities.

(b)  For purpose of the Agresment, “unclaimed property” means tanglble and
intangible property held by the Seller as custodian for the apparent owner which is deemed
abandoned or unclaimed vader applicable state laws,

: 4,21. Inventory/Supplies, All the Inventory of medical and office supplies
(“Inventory”) constituting any part of the Assets is substantially of a quality and quantity useble
and salable in the ordinary course of business of the System. Obsolete items or inventory items
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greater than one (1) year old bave been written off the Financial Statements, The Inyentory is
carried at the lower of cost or market, on a firsi-in, fitst-out basis and is properly stated in the
Financial Statements, The Inventory levels are based on past practices of Sellers and are
. reasonable and justified under the normal operations of the Sellers.

4,22, Insurance. Schedule4.22 hereof lists the inswance policles covering the
ownership and operations of the System and the Assets, which Schedule reflects the polieies’
numbers, terms, identity of insurers, amounts, coverage, and loss experience for the last five
(5) years per policy. All of such policies are in full force and affect with no premium atrearage,
During the past five (5) years, Seflers have given in a timely manner to their insurers all notices
required to be given under their insurance policies with respect to all of the clalms and actions
covered by insurance, and no insurer has denled covetage of any such claims of actions, Except
as set forth on Schedule 4.22, at no time during the past five (5) yeats bas any Seller (a) received
afly written notice or ofher communication ffom any such insutance company cancelitig ot
materially amending any of such insurance policies, and, to Sellers’ knowledge, no such
cancellation ar amendment is threatened; or (b) failed to present any material claim which Is still
outstanding under any of such policies with respect to the System or any of the Assets,

4,23, Third Party Payor Cost Reports. Each Seller required to file cost reports has
duly and timely filed all such required reports for all the fiscal years through and including the
most tecently completed fiseal year. All of such cost reports completely and acourately refieet
" the information requited to be included thereon and such cost repotts do not claim and no Seller
has received reimbursement in any amount in excess of the amounts provided by law or any
applicable agreement, Schedule 4,23 indicates which of such cost reports have not been audited
and finafly settled and a brief description of sny and all notices of program reimbursement,
proposed or pending audit adjustments, disallowances, appeals of disallowances, and any and all

other unresolved claims or disputes in respect of such cost reports. Each Seller has established -

adequate Tesetves to cover any potential reimbursement obligations or other liabilities such Selfer
may have in respect of any such third party cost reports pertaining to any periods prior to the
Effective Time, regardiess of when such cost reports are fifed, and such reserves are set forth in
the Financial Statements. .

4,24, Medical Staff Matters, Sellers bave made gvailable to Buyers true, correct, and
complete copies of the bylaws and rules and regulations of the medical staff of each Hospital, as
well as a list of all current mentbers of the medical staffs, Except as set forth on Schedule 4.24
hereto, there are no adverse actions pending with respect to any medical staff members of fhe
Hospitals or any current applicant thereto for which a medical staff member or current applicant
has requested a judioial review hearlng which has not been scheduled or has been scheduled but
has not been completed, and there are no pending or, to the knowledge of Sellers, threatened
disputes with current applicants or medical staff membets of the Hospitals.

4.25. Intellectnal Property; Computer Software. All Intellectual Property (whether
reglstered or common. law) cuirently owned by Sellers is Hsted and desoribed on Schedule 1,1(k)
hereto, No proceedings have been instifuted or are pending or, to the knowledge of Sellers,
threatened which challenge the valldity of the ownership by any Seller of such Inteflectual
Property, and Sellers know of no basis therefor, No Seller has leensed anyone to nse such
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Inteflectual Property and Sellers have no knowledge of the use or the infringement of any such
Intellectual Property by any other person. Sellers, collectively, own {or possesses licenses or
other. rights to use) all Intellectual Property, including all computer sofiwate programs and
similar systems used in the operation of the System and the Assets.

426. Compliance Program, Scllers have made available to Buyers a copy of the
current compliance peogram waterials related to Seflers and the Syster, incliding all program
descriptions, compliance officer and committee descriptions, and, to the extent they exist, efhics
and risk area polivy materials, training and education materials, auditing. and monitoring
protocols, reporting mechanisms, and disciplinary policies. Except ag set forth in a writing
delivered by Sellers to Buyers which specifically makes reference to this Section 4.26 and. set
forth on Schedule 4.26, no Seller (a}is Party to any cwerent, valid and binding Corporate
Integrity Agreement with the Office of Inspector General of the Department of Hoalth and
Human Services, (b) has any current reporting obligation putsuant to any Settlement Agreement
entered into with any Government Entity, (o) to Sellers’ knowledge, has, at any time during the
past five (5) years, been the subject of any Federal health care program investigation conducted
by any federal or state enforcement agency, (d) to Sellers’ knowledge, has, at any time duting the
past five (5) years, been a defendant in any qui tam/False Claims Act litigation, (¢) hag, during
- the past five (5)yeats, been served with or recelved any search warrant, subpoens, civil
investigative demand, or contact letter from any federal or state enforcement agency {except in
conneotion with medical services provided to third-parties who may be defendants or the subject
of Investigation into condyct unrelated to the operation of the healthoare businesses conducted by
Sellers), and (f) hes, during the past five (§)years, received any written complaints (or
complaints through fheir compliance “hotline”) from enaployees, independent contractors,
vendors, physicians, or any other person that would indicate that Seller has violated any law or
regulation. Schedule 4.26 incfudes a description of each audit and investigation conducted by
any Seller pursuant to its compliance program during the last five (5) years, For purposes of this
Agreement, the term “compliance program® refers to provider programs of the type deseribed in
the compliance guidance published by the Office of Inspector General of the Department of
Health and Human Services.

4,27, Y¥ull Diselosure, To the knowledge of Sellers, copies of all documents referred to
in any Schedule dellvered by Sellers hereto have been deliveted or made available to Buyers and
constitute true, acowmafe and complete copies thereof and include all amendments, exhibits,
schedules, appendices, supplements or modifications thereto or walvers thereundet, unless noted
on the relovant schedule, No representation or warranty made by Sellers hereunder contains an
untrue statement of a materfaf fact or omits to state a matettal fact required {o be stated herein or
necessary to make the statements contained herein not misleading.

5. REPRESENTATIONS AND WARRANTIES OF BUYERS,

As of the date hereof, as updated pursuant to Section 11,1, and as of the Closing Date,
Buyets jointly and severally reprosent and warrant to Sellets the following:

5.1, Existence and Capacity. EBach Buyer (other than PMH) is a limited [ability
company, duly organized and validly existing in good standing under the laws of the
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Commonwealth of Pennsylvania or such other jurisdiction where domesticated. Bach Buyer has
the requisite power and suthority to enter into this Agroement, to perform its obligations
hereunder, and to conduct its business as now being conducted in ali material respects, PMH is a
cotporation, duly organized and validly existing in good standing under the laws of the State of
Delaware, PMH has the requisite power and authority to enter into this Agresment, to perform
its obligations hereunder and to conduct its business as now being conducted, Each Buyer (other
than PMH) s a direct or an indirect, wholly-owned subsidiary of PMH,

5.2, Powers; Consents; Absence of Conflicts with Other Agreements, Ete, The
execution, deltvery and performance of this Agreement by each Buyer and all pther agreements
referenced herein, or ancillary hereto, to which each Buyer is a Patty, and the consummation: of
the transactions contemplated herein by each Buyer:

{a)  are within its corporate powers, are not In contraverntion of law or of the
terms of ifs organizationa!l documents, and have been duiy authorized by all appropriate
corporate action;

(I except as provided in Section 7.1 and Sectlon 7.2 below, do not require
any approval or consent of, or filing with, any Govertiment Frtity or authority bearing on the
validity of this Agreement which is required by law or the regulations of any such agency or
authority;

(¢)  will neither conflict with, nor result in any breach or contravention of, or
the cteatlon of any lien, charge or encumbrance under, any indenture, agreement, Iease,
instrament or understanding fo which it is a party or by which it is bound;

(d)  will not violate any statute, law, mule, or regulation of any Government
Butity to which any Buyer may be subject; .and

. ()  will not violate any judgment, dectee, writ, or injunction of any court or
Qovernment Entity to which any Buyer may be subject,

, 53. RBinding Agreement, This Agreement and all agreements to which Buyers will

become a Patty pursuant heteto are and will constitute the valid and legally binding obligations
of each Buyer, rsspcotwely, and are and will be enforceable against each Buyex respectively, in
accordance with the respective terms hereof and thereof.

5.4, Full Disclosure. Copies of all documents refesred fo in any schedule delivered by -

Buyers have been delivered and mede available fo Sellers and constitute true, accurate and
complete copies thereof and inclnde all amendments, exhibits, schedules, appendices,
supplements or modifications thereto. No representation or warranty made by Buyers hereunder
contalns an untrue statement of a material fact or omits to state a material fact required to be
stated herein or necessary fo make the statements contained herein not misleading, Without
limitation, the foregoing expressly includes all of the Title Committnents and any and all
documents, instruments, easements, agteements, covenants or vestrictions referred to therelin.
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55.  Litigation/fuvestigations, There ate no actions, proceedings, or investigations
pending or, to the knowledge of Buyers, threatoned, that if determined adversely to Buyers
would have a materially adverse effect on Buyers’ ability to consummate, the transactions
contemplated by this Agreement,

5.6, Compliance with Laws.

(8)  Generally. Except as disclosed in Schedule 5.6(s) hereto, to the
knowledge of Buyers, Buyers ate in material compliance and have at all times within the past
three (3) years complied with all Laws with respect to Buyets' ownetship, use aud operation of
thelr business except for noncompliance that would not have a materially adverse effect on
Buyers® ability to consummate the transactions contemplated by this Agreement. During the past
three (3) years, except as so disclosed, to Buyers” knowledge, Buyers have: (i) properly filed all
material reports and other documents required by any Governmental Entity; and (ii) nof received
any notice from any Governmental Entity that any of its assets or business procedures or
practices fails to comply n any material respect with any applcable Laws; except for
noncompliance that would not have a materially adverse effect on Buyers® abillty to consummate
the tranggetions contemplated by this Agreement.

(h)  Health Care Laws. I the three (3) year period immediately preceding

the Execution Date hereof, to the knowledge of Buyers, neither Buyers nor any of Buyer’s -

employees while an employee of Buyers has committed a violation of federal or state Laws
regulating health care, including the Anti-Kickback Law, 42U.S.C. Section 1320a (the
“Anti-Kickback Law”), the Stark I and I faws, 42 US.C. Section 1395nn, as amended (the
“Stark Law”), and the False Claimg Act, 31 US C, Section 3729, ef seq, (the “False Claims
Act™), except for vielations that would not have a materially adverse effoct on Buyers® ability to
consummate the ttansactions contemplated by this Agreement, Neithet Buyers nor any of their
employees or the physiclans on their medicaf staff, have been excluded from participation in
Medicate or any otber federal health care program (as that term Is defined in 42 U.S.C.
Section 1320a-7b(H), subject fo sanction pursuant to 42 U.8.C.1320a-7a or 1320a-§ or
convieted of a criminal offénse utder the Anti-Kickback Law, except for exclysions, sanctions or
convictions that would not have & materlally adverse effect on Buyers® ability to ¢consummate the
{ransactions contemplated by this Agreement.

577, Licenses/Permits, To the knowledge of Buyers, Buyers have lawful authority
and have, or will reasonably promptly obtain prior fo or within a reasonable period of time after
the Closing Date, as applicable, all materia} federal, state and local Licenses and Permits
necessary for or required to conduct their business operations where the fafture to hold such
Licenses and Petmits wonld have a materlally adverse effect on Buyers® ability fo consummate
the transactions contemptlated by this Agreement, All such materials Licenses and Permits ate or
will be valid and in full force and effect. To the knowledge of Buyers, Buyers are in material
compliance with all such currenitly held Licenses and Permits and the terms and requirements of
all Governmental Entities with respect thereto except for noncompliance that would not have a
materially adyerse effect on Buyers® ability fo consummate the transactions contemplated by this
Agreement, “To the knowledge of Buyers, no notice from any authorlty in respect o the
revooanon, tetmination, suspension, or limitatlon of any such Licenses or Petmits has been
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issued or given, mor are Buyers awate of the proposed or threatened issuance of any such notice,
except where such notles would not have a materially adverse effect on Buyers’ ability to
consummate the transactions contemplated by this Agreement.

6.  COVENANTS OF SELLERS PRIOR TO CLOSING,
Between the Execution Date of this Agresment and the Closing:

6.1, Information. Sellers shall afford to the officers, authorized representatives and
agents (which shall include accountants, attorneys, bankets, and other consultants) of Buyers full
and complete access during nosmgl business hours to and the right to inspect, at Buyers’ sole
cost and expense, the plants, propetties, equipment, books, and records of the Sellers, and will
firtnish Buyers with such additional financial and operating data and other information as to the
bustness and properties of Sellers as Buyers may from time to time reasonably request without
regard to where such information may be located, Buyers’ right of access and ihspection shall be
exercised in such a manner as not to interfere unreasonably with Sellers’ operations.

6.2, Operations, Sellers shall:

(a)  ocarry on theitr busingss in substantially the same manner as presently
conducted and not make any material change outside of the ordinary course of business in
personnel, operations, finance, accounting policies, Real Property or personal propesty;

(b)  maintain the Assets and the System and all parts thereof in substantially
the same operating condition;

{c)  maintain the Inventory at substantially the same levels as exist as of the
Bxecution Date of this Agreement;

(@)  peform all of their obligations under agreements relating to ot affeohng
the System, the Asseis or Sellers’ opetations;

{e)  keep in full force and effect thelr present insurance policies o other
comparable insyrgnce;

(®  use reasonable efforts to maintain and preserve their business
organizations Intact, retain their present employees within the System, and mainfain their

relationships with physicians, sappliers, customers, and othets having business relanons with the

System'
(g)  comply with all applicable laws in all material respects;

(h)  keep, hold and maintain all Licenses reasonably necessary for the conduct
and operation of Sellers’ business;

()  use reasonable measures to avoid rendering any representation ox wacranty
contained in this Agreement Inacenrate or untrue as of the Closing;
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()  promptly notify Buyers in writing of any lawsuits, claims, administrative
actions or other proceedings asserted or commenced against any of the Sellers or their officers, ©
directors or employees involving in any material way the ability of any such Seller to
consummate the transactions contemplated or teguired by this Agreement, or materially affecting
such Seller’s business, properties or its assets; :

&  promptly notify Buyets in writing of any facts ot circumstances that come
to their attention and that cause, or through the passage of time could reasonably cause, aty of
the representations and warrantios made by Sellers and contained in this Agreetnent to be unttue
ot misleading at any time from the Execution Date through the Closing;

() continue to make (i) any and all required or other schedyled coniributions
to the DB Pension Plan for the 2016 plan year in the amounts set forth on' Schedule 6.2(1) hereto
(as may be increased or decreased pursuant to the January 1, 2016 DB Pension Plan actuarial
determination) on a pro-rata basis up to the Closing Date (where such pro-ration shall be based
on the number of days occurting between the start of the pro-ration period and the Closing Date),
and (if) the outstanding required coutributions for the 2015 plan year in the amounts also set
forth on Schedyle 6.2() (plus acorued interest, if any) (as such coniributions may be inereased or
decreased pursuant to the Janyary 1, 2016 DB Pension Plan actuarial detexmination), provided
that if Closing oceurs prior to Sellers’ full psyment of the contributions for the 2015 plan year,
Sellers-shali pay the remaining balance of such contributions to the DB Pension Plan on or
before the Closing Date; and Sellers shall pay PBGC premiums on a timely basis; and

(m) continue to acorue any executive retention bonuses and any other retention
bonuses set forth on Schedule 1,3(k) on a monthly basis up to the Effective Time in accordance
with past practice and in monthly amounts not less than have been historically accrued fot such
bonuses, .

6.3, Negative Covenants. Sellers shall not, without the prior written consent of
Buyers: '

(a)  amend, renew or terminate aty of the Contracts, enter into any conftact or
commitment, or incur or agree fo incur any liability which would constitute a Contract to the
extent such Contract: (i) is outside of the ordinary course of business of Sellers; (if) involves
future payments, performance of services or delivery of goods to or by Sellers in an amount or
value in excess of One Hundred Thousand Dollars {$100,000,00) on an annual basis; (iif) has
one or more physicians or physician orgenizations as a party and provides for total annual
compensation (including any incentives, bonuses, benefits or other reimbursement) exceeding, ot
potentially exceeding, Five Hundred Thousand Dollars ($500,000.00); audfor (iv) s not
terminable by Sellers without cause and without penalty upon prior notice of twelve (12) months
ot less, all except as provided herein ot as set forth on Schedule 6,3(a);

(b)  increase compensation payable or to become payable or make any bonus,
incentive or severance payment to or otherwise enter into one or mose bomus, severance,
profit-sharing, deferred compensation, stock option, purchase, refainer, consulting, retirement,
welfare or incentive plan Coniracts (including any plan or agreement under which “fringe
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benefits” are afforded) with any employee of the Sellers, except in the ordinary cousse of
business In accordance with existing personnel policies, consistent with past merit-based
practices in gocordance with existing personnel policies ot pursyant fo Contract requirements in
force on the date of this Agreement;

(¢) entor into {or materially amend existing) agreements fot employment,
indemnity, retention, severance, change-in-control, employee lease, deferred compengation, or
incentive compensation with, or agteements regarding loans or advances fo, Sellers” execntive
management personnel as listed on Schedule 6,3(c);

(@)  create, assume, or permit fo exist any new debt, mortgage, pledge, or other
Jien or encumbrance upon aty of the Assets or System in excess of One Hyndred Thousand
Dollars ($100,000), whether now owned or hereafier acquired;

(8)  sell, assign, lease, or otherwise transfer or dispose of any properfy, plant,
or equipment except in tha ordinary course of business w1th compatable replacement thereof, if
appropriate;

(H  incur capital expenditures in an aggregate amount exceeding One Hundred
Thousand Dollars ($100,000) except. for expenditures ideniified on Schedule 6,3(f);

(g)  adopt any plan of merger, consolidation, reorganization, liquidation or
dissolution or file a petition in bankruptey under any provisions of federal or state bankruptey
law or consent to the filing of any bankruptey petition against it under any similar law;

(h)  purchase or otherwise acquire any propeity or asset for an amount jn
excess of One Hundred Thousand Dollars ($100,000), except for purchases of invettory or
supplies in the ordinary course of business;

()  take any material action owtside the ordinary course of business of the
System, the Assets or Sellers generally;

) enter into any agreement, undertake any action or fail o take any action
that would have a Material Adverse Effeci;

(%)  amend any provision of the Hospitals’ Medical Staff Bylaws or Medical
Staff rales and regulations; or :

@)  settle any third party payor or governmental claims o cost report appeals
or related proceedings or any other bLilling and/or compliance matters involving other
audit/review agencies and organizations,

6.4. Governmental Approvals. Sollers shall (i) use reasonable efforts o obtain all
governmental approvals (or exemptions therefrom, including the Office of Attorney Genetal of
the Commonwealth of Pennsylvapia and the Court of Common Pleas of Delaware County,
Pennsylvania, Orphans’ Court Division) necessary or required 1o allow Sellers to perform their
obligations under this Agreement; and (i) assist and cooperate w1th Buyers and their
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reprosentatives and counsel in obtaining all govemmental consenis, approvals, and licenses
which Buyets deem 1eGesSaLy O appropriste and in the preparation of any document ot other
material which may be tequired by any Government Bntity asa predacate to or as 4 result of the
transactions contemplated herein.

6.5. Hart-Scott-Rodino Notification. Ifnot completed prior to the Bxecution Date of ;
this Agreetment, Scllers shall, if and to the extent required by law, file all reports or other i
documents tequired or requested by the Federal Trade Commission (“FTC”) or the United States
Department of Justice (“Justice Department”) under the Hart-Scott-Rodino  Antitrust
Improvements Aot of 1976 (“HSR Act™), and all regulations promulgated thereunder, concerning
the transactions contetmplated hereby, and, as instructed by counsel, oomply with any requests by
the FTC or Justice Department for additional information concerning such transactions, in an
effort to allow the waiting perlod specified in the HSR Act to expite as soon as reasonably
possible after the execution and delivery of this Agreernent, Sellers shall furnish to Buyers such
information copcerning Sellers as Buyers need to perform their obligations under Section 7.2 of
this Agreoment. Sellers and Buyers shall each pay one-half (1/2) of the filing fees required
under the HSR. Act and all regulations promulgated theveunder.

6.6,  Additional Financial Information. Within five (5) business days after they are
created (but in any event no later than twenty (20) days following the end of each calendar
month prior to Closing), Sellers shall deliver to Buyers true, accurate and complete waples of the
unandited balance sheets and the related unaudited statements of income (collectively, the
“Interim Statements”) of, or relating to, the Sellers for each month then ended, together with a
year-to-date compilation and the notes, if any, related thereto, which shalt have been prepared
from and in accordance with the Books and Records of Sellets, and shall fairly present in all
material respects the financial position and results of operations of the System as of the dato and
for the period indicated, all in accardance with GAAP consistently applied, except as set forth in

Schedule 4,4(b).

6.7. Exclusmty No Sellets or any of their respective 1epresentat1ves agents,
directors, officers or employoes, ditectly or indirectly, shall: (8) offer any of the Assets
described in this Agreement for sale, lease or other disposition to any person or entity other than
Buyers, except in the ordinary course of business; (b)merge or conduct any business
combination of any sort involving Sellers or any Affiliate thereof with any other person or entity
except that any Seller may merge with any other Seller or transfer all or substantially alt of its
assets to another Seller in connection with the transactions contemplated herein; (c) transfer the
metnbership, control or any ownership inlerest in any Seller or any Afflliate thereof (including
any joint venture, LLC membership or partnership interests) to any other person or entity except
as required under a jolnt venture, opetating or partnership agresment and necessary to meet a
closing condition of wnder this Agreoment that hag not been walved by Buyer; () enter Into a
partnership, LLC or any other joint venture involving any Seller or any Affiliates thereof;
(e} enter into any agreement with any person or entity other than Buyers with respect to any of
the matters set forth in (a) through (d) above; or (f) solicit, enconrage (by way of furnishing
non~public information ot othetwise), negotlate, hold discussions regarding, entertain, accept, or
take any other actions to facilitate, any offers regarding any of the matters or actions set forth in
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(a) through (e) above. Sellers will promptly communicate to Buyers the substance of any mqumy
or proposal concerning any such potential offer or transaction described above.

68. Insurance Ratings, Sellers shall take all action reasonably requested by Buyers
to enable Buyers to sncceed to the Workers’ Compensation and Unemployment Insurance
ratings, and other ratings for insurance or other purposes established by Sellers, Buyers shall not
be obligated to suceeed to any such ratings, except as they may elect to do.so. At Buyer’s
election and to the extent allowable under the Pennsylvania Unemployment Compensation Law,
‘one of more Sellers shall join in an appiication to transfer the whole or appropriate part of such
Seller’s Pennsylvania Unemployment Compensation experience record and reserve account
balance o Buyer and file with the Pennsyivania Department of Labor and Industry such
supporting schedules ot other Information with respect to stich experience record and reserve
account balance as said Depattmeont may require,

6.9. Medical Staff Disclosure. Sellers shall deliver to Buyers a written disclosure
contairing a brief description of all adverse actions taken against medical staff members of the
Hospitals or applicants thereof during the past three (3) yeats which could result in claims or
actions against any Seller and which are not disclosed in the minntes of the meetings of the
Medical Executive Conumittee of the medical staff of the Hospitals, which have been made
available to Buyers,

6.10. Consent for Assignment of Contracts.

(@)  To the extent a Contract is not capable of being assigned without the
consent of a third party as sef forth in Section 4,19 or if such mssipnment or attempted assignment
would constitute & breach thereof or a violation of any law (a “Non-Assignable Contract”),
nothing in this Agreement shall constifute an assignment or an gttempted assignment thersof
prior to the tiine at which all consents necessary for such assignment shall have been obtained
and all legal resttictions removed,

(b)  Sellers shall use comnercially reasonable efforis fo obtain the consent to
the assignment of any Confracts hereunder, including Non-Assignable Contracts, and Buyers
shall reasonably cooperate with their efforts. To the extent that any of such consents under
Matetial' Contracts are not obtained; () Buyers shall not be required to consummate the
transactions described herein pursuant to Section 8.7; and (i) if Buyers nevertheless elect to
waive the condition 1o cloging under Section 8.7 and consummate the transactions desoribed
herein, then to the exfent requested by Buyers, Sellers shall, during the term of the affected
Material Confract, wse commercially reasonable efforts to (A) provide to Buyer the benefits
under any such Material Confract, (B) cooperate in any reasonable and lawful arrangement
designed to provide such benefits to Buyers, and (C) enforce for the account of Buyers, any
rights of Sellers under the affected Material Contract (including the right to elect fo terminate
such Material Contract in accordance with the terms thereof upon the written direction of
Buyers) and for the period that Buyers are recelying the benefit that would otherwise inure to
Sellers ynder the Material Contract, Buyers will be responsible for the obligations of Sellers
under the Material Contract relating to such petiod. Buyers shall cooperate with Sellers to
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pnable Sellers to prowde to Buyers the benefils contemiplated by the unmediately preceding
sentence.

(¢)  If assignment of any Contract requires any additional payment by Sellers
of any fees, expenses, preminms, expenditures, assessiaents or penalties in excess of One
Thousand Dollars ($1,000.00) in order to effect assignment (provided that such payments ate not
contemplated in such Contract), Sellers shall promptly notify Buyers of such payment and
Buyers may elect to either pay such amounts due in excess of One Thousand Dollars ($1,000. 00)
or not accept assignment of such Contract, Sellers and Buyers shall reasouably cooperate in
negotlating with third parties any payments assoclated with assignment of any Contracts
hereunder.

6.11, Corporate and Bulk Sales Clearanee Certificate, Prior to Closing, Sellers shall
timely notify all Pennsylvartia tax enthorities, to the extent tequited by applicable law, of the
transactions conternplated by this Agreement in the form and manner required by such tax
authorities. Afier Closing, Seilors shall file with the Pennsylvania tax authorities to recelve
applicable tax clearance certificates (“Tax Clearance Certificates”). From and after Closing,
_ Sellers shall defend, indemnlfy and hold harmless the Buyers having takén tifle to any of the
Assets from and agalost any and all of such Seller’s tax ligbilities which are imposed upon or
assetted against such Buyers or the Assets, including any fines, penalties or inferest thereon,
solely ag a result of, or with respect to, Sellers’ failure fo obtain and defiver to Buyers any such
Tax Clearance Certificates prior to Closing,

6.12. Unions. Prior to the Closing, Sellers shall Iceep Buyers reasonably apprised of]
and consult with Buyess, regarding the status of any negotiations (which shall include routine
pending gricvances, arbitrations or similar complainis) regarding any collective bargaining
agreement or the demand for recognition of sny labor organization, Sellers shall not enter into
any new collective bargaining agreement or extension of any existing collective bargaining
agtesment or recognize any labor organization without prior written consent from the Buyer.
Such consent shall tat be required if Sellers reasonably determine and notify Buyers that it
would interfere with Sellers” bargaining or ofher obligations under the National Labor Relations
‘Act,

6.13. Foundation Merger, Ptior to or simultaneous with the Closing, Sellers shall

cause Delco Foundation to merge with and into Crozer Foundation with Crozer Foundation to be’

the surviving - organization and sucoessor in Interest to all assets and liabilities of both
organizations, and renamed “Crozer-Keystone Comtuunity Foundation.” Upon effectnation of
such merger, Sellers shalt cause Foundation to execute and deliver to Buyers the Indemnification
Agreement attached hereto as Exhibit K and shall deliver to Buyers complete copies of the
Statement of Merger and Plan of Merger (with all attachments thereto) associated with the
merger of Delco Foundation into Crozer Foundation.

6.14. Consulting Agreement. Subjectto compliance with applicable laws, as promptly
as practicgble after the Execution Date but by no later than thirty (30) days afier the Execution
Date, the Parties shall negotiate and finalize a consulting agreement pursuant to which Buyers
provide operational support to Sellers’ leadership. The consulting agreement shall not be
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executed ot take effect until thirty (30) days afier the Parties malke their required filing pursuant
to the Hart-Scott-Rodino Act pursuant to the terms of this Agresment. The consulting fee
payable to Buyers under such consulting agresment shall be equal to 0.75% of “net patient
revenue” (as defined on Sellers’ financial statements) of the Syste per month, Sellers agree to
reasonably consent to make recommended operational changes under the ferms of such
consuliing agreement, The consulilng fees payable to Buyers would be deferred and would only
be payable to Buyers if the Closing does not ocour as a result of a breach of this Agreement,
where such breach is willful and intentional by one or more Sellers and based on factors within
one or more Sellers® control.

7. COVENANTS OF BUYERS PRIORTO CLOSING. .
Between the Execution Date of this Agreement and the Closing:

7.1,  Governmental Approvals. Buyers shall (i) use reasonable commeroial efforts to
obtain all governmental approvals (or exemptions therefrom) necessary ot tequired to allow
Buyers to perform their obligations under this Agreement; and (i) assist and cooperate with
Sellers and thelr tepresentatives and counsel in obtaining all povernmental consents, approvals,
and lcenses which Sellets deem necessaty or appropriate and in the preparation of any document
or other material which may be required by any Government Entity as a predicate to or 45 a
resulf of the transactions comtemplated herein,

7.2,  Hart-Scott-Rodino Notification, If not completed prior to the Execution Date,
Buyers shall, if and to the exteat required by law, file all reports or other documents required of
» requested by the FTC or the Justice Department under the FISR Act, and all regulations
promulgated thereundet, concerning the transactions contemplated hereby, and comply promptly
with any requests by the FTC or Justice Department for additional information concerning such
transactions, so that the waiting period specified in the HSR Act will expire ag soon as
reasonably possible after the execution and delivery of this Agreement, Buyers agtee to furnish
to Sellers such information concerning Buyers as Sellers need to perform their obligations under
Sectlon 6.5 of this Agreement, Sellers and Buyers shall each pay one half (1/2) of the filing fees
required under the HSR Act and all regulations promulgated thereunder.

7.3.  Unions, Buyers shall recognize the existing labor unions representing Sellers’
employees as such employees certified representative, Following approval by the Office of
Attorney General of Pennsylvania, as set forth in Section 6.4, and not prior thereto unless
otherwise mutually agreed upon by Sellers and Buyers, Buyers and Buyers® representatives may
meet with each unlon to disouss the tettms and conditions of employment for the bargatning units
they represent subject to Buyers' obligations under Sectlon 11.10 and Section 11 25. Buyers
shall keep Sellers apprised of such meetings and discussions.

8. CONDITIONS PRECEDENT TO OBLIGATIONS OF BUYERS.

Notwithstanding anyfhing herein to the ocontrary, the obligations of Buyers to
consutnmate the transactions deseribed hetein are subject to the fulfillment by Sellers, on or prior
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to the Closing Date, of the following conditions precedent unless waived in wntmg by Buyets at
or prior to the Cloging:

8.1,  Representations/Warranties. The representations and wartanties of Sellers
contained in this Agreement shall be true in all material respects when made and as of the
Closing Date as though such representations and watranties had been tade on and as of such
Closing Date. Each and all of the terins, covenants, and conditlons of this Agreement to be
complled with or performed by Sellets on or before the Closing Date pursbant fo the terms
hereof shall have been duly complied with and performed in all matetial respects,

8.2. Pre-Closing Confirmations. Buyers shall have received documentation from the
Sellets or other evidence satisfactory to Buyers in theit reasonable discretion that Sellers have:

(8  Received approval from all Governtment Entities whose approval is
required fo complete the iransactions herein contemplated, provided that no such approval is
conditioned upon or otherwise Imposes any changes or additional requivements with respect to
the transactions contemplated hereby that are not acceptable to Buyers, in Buyers® reasonable

. digeretion;

(b)  Received confirmation from all applicable licensnre agencies that upon the
Closing all material Licenses required by law to opetate the System and the Assets as corrently
operated and carry on Sellers’ business will be trausferred to, or issued or reissued in the name
‘of, the appropriate Buyer;

{¢)  Obtained reasonable assurances that Medicare and Medicaid certification
of the System and the Assets for their operation by Buyers will be effective as of the Closing and
that Buyers may partxc:pate in and receive reimbursement from such programs effective as of the
Closing; and

. (d)  Obtained such other consents and approvals as may be legally or
cotitractually required for the consummation of the transactions described herein,

83, Title Policy. For purposes of clarification, the processes and other actions
described in this Section 8.3 shall have been completed in accordance with the ferms and
conditions heteof prior to the Closing Date as one of the conditiohs under this Article 8 to
Buyers® obligations to consummate the transactions. .

(a)  Attached to this Agreement as Schedule 8.3 is a list of encumbrances,
agreements, ¢asements and exceptions or objections to title pursuant to the title commitments of
Commonwealth Land Title Insurance Company (the “Title Company™) being so identified on
Schedule 8.3, All encumbrances, agreements, easements, or exceptions on Schedule 8.3 are
referred to as the “Permitted Encumbrances,” and the title commitments are refetred to as the
“Title .Commitments” and individually ag a “Title Commitment” with respect fo the
corresponding Owned Reat Property identified on Schedule 8.3 and the corresponding leases of
the Leased Real Property, as designated by Buyers, identified on Schedule 8,3 (such Ieases on
Schedule 8.3 being referred to as the “Insured Leases” and individually as an “Insured Lease™).
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Buyets shall promptly following the execution of this Agreement obtain current as-built ALTA
surveys with respect to the Owned Real Property and the Insured Lease Parcels as designated by
Buyers (collectlvely, the “Surveys”). Buyers shall provide Sellers with a copy of the Sutveys as
and when recelved, Buyess shall provide written notice to Sellers (“Survey Notice”) of any
mattets shown on the Surveys which adversely affects Sellet’s title to or use and operation of the
Owned Real Property and/or the Insured Lease Parcels as currently being so used and operated
(collectively, the “Survey Objections™), which are not satisfactory to Buyers in their reasonable
diseretion and which the Title Company raises as an exception to coverage. In the event that
Buyers provide the Sellers with a Survey Notice, Sellers shall nse commercially reasonable
efforts, during the Sutvey Objection Cure Petrlod (as hereinafter defined), to cure to the
reasonable satisfaction of Buyeis (which Buyers agree shall be so satisfled if the Title Company
agrees not to raise the same as an exception to coverage or insure over the same) the Survey
Objections identified in the Survey Notice, As used in this Agreement, the term “Survey
Objection Cure Perjod” means the thitty (30) day period beginning on cach date on which Sellets
receive a Survey Notice, Those matters disclosed on the Surveys to which Buyers do not object
shall be deemed Petmitted Encumbrances, In the event that Sellers have not completed the cute
of any of the Survey Objections by 6:00 p.m., Esstern Staudard Time, on the first business day
after the last day of a Suryey Objection Cure Period, Buyers shall provide Selless with a
reagonable estimate of the dollar amount of the claims, losses, liabilities, damages, taxes, costs
(inchuding court costs and costs of appeal) and expenses (including reasonable attorneys’ fees
and fees of expert consultants and wiinesses) resulting from Seller’s failure to cure all such
Survey Objections (“Survey Objection Cure Estimate”). If the aggregate amount of such Snrvey
Objections Cure Bstimate and any New Title Objections Cure Estimate, as defined fn Section
8.3(d) below (collectively, the “Cure Bstimates”), does not exceed Five Miltion Dollars
($5,000,000.00), then Sellers shall grant a credit to Buyers against the Purchase Price in the
agpregate amount of Buyers’ Cure Estimates and Buyers shall proceed to Closing subject to the
terms and conditions of this Agreement, If the aggregate amount of the Cure Estimates exceeds
Five Million Dollars (£5,000,000.00), Buyers shall have the right, to be exercised in Buyers’ sole
and exclusive discretion, to terminate this Agreement upon written notice of the same being
given to Sellers, which termination shall be effective on the date which is ten (10) business days
afier the date such notice is received by Sellers, unless prior to the expiration of said ten
(10) business day period, Sellers agree, by wiitten notice being sent to Buyers, to grant a credit to
Buyers agalnst the Purchase Price in the aggregate amount of Buyers® Cure Hstimates, at which
point Buyets shall proceed to Closing subject to the terms and conditions of this Agreement. In
the event this Agreement is ferminated by Buyers pursuant hereto, nelther party will thereafter
have any further rights, obligations or Hability hereunder except with respect to provisions hereof
which by thelr express ferms suivive a termination of this Agreement,

(b)  Subject to Buyets complying with all requirements, conditions and
obligations of Buyers under or pursuant fo the Title Commitments, with respect 10 the Owned
Real Propetty, at the Closing, the Title Company shall be ready, willing and able to issue a pro
forma policy of owner’s title insuratce pursuant to the Title Commitments (the “Owner’s Title
Policy”) or mark~up the Titlé Commitments, in an amount equal to the portion of the Putchase
Price being allocated to the Owned Real Property and shall ingure to Buyers good and
marketable, fee simple title to the Owned Real Property subject only to (i) the Permitted
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Encumbrances atitibutable to the same pursuant to Schedule 8.3, as the same may be amended
pursuant hereto, and (i) taxes for the cutrent year and subsequent years.

(¢)  Subject to Buyers complymg with all requirements, conditions and
obligations of the Buyers under ot putsuant to the Title Commitments, at the Closing, the Title
Company shall be ready, willing and able to issue a pro forma policy of leasehold title insurance
pursnant to the Title Commitments (the “Leasehold Title Policy”) or matk-up the Title
Commitments, 1o an amount equal fo the portion of the Purchase Price belng allocated to the
Tnsured Leases and shall insure to Buyets good and marketable, leasehold fitle to the Insured
Leases subject only to the Permitted Encumbrances, atiributable to the same pursuant ta
Schedule 8.3, as the same may be amended pursuant bereto,

(@)  Prior to Closing, Buyers may provide written notice to Sellers (“New
Matter Title Notics”) of any new matters raised by the Title Company affecting or relating to
title to the Owned Real Property or any Insured Leases provided such new matters were (f) not
previously listed on the Title Commitment for the same, (ii) not pertaining to any of the Buyers
or any requirements, conditions or obligations of the Buyers and (iii) not already a Permitted
Encumbrance (such new matters being collectively referred 1o as the “New Title Objections™),
which are not satisfactory to Buyers in their sole and absofute discretion, Buyers shall include
with such New Matter Title Notice a copy of the updated Title Commitment referencing the New
Title Objection and a copy of any such document, instrument, agreement, lien, enctmbrance,
easement or the like which is the basis of such New Matter Title Notice and New Title
Objection. It the event that Buyers provide Sellers with a New Matter Title Notice, Sellers shall,
at Sellers’ sole cost and expense, cure such New Title Objections to the reasonable satisfaction of
* the Title Company so that the Title Company shall either vemove or insure over the same at
Closing. In the event Sellers fail to cure any New Title Objections pursuant hereto, Buyers shali
provide Sellers with a reasonable estimate of the dellar amount of the claims, losses, liabilities,
damages, taxes, costs {including coutt costs and costs of appeal) and expenses (including
reasonable attorneys’ fees and fees of expert consultants and witnesses) tesulting from Seller’s
failure to cure all such New Title Objections (“New Title Objections Cure Estimate”), If the
ageregate amount of the Cure Estimates, as defined in_Section 8.3(a) above, does not exceed
Five Million Dollars ($5,000,000.00), Sellers shall grant a credit to Buyers against the Purchase
Price in the aggregate amount of Buyers’ Cure Estimates and Buyers shall proceed to Closing
subject to the terms and conditfons of this Agreement, If the aggregate amount of the Cure

Estimates does exceed Five Million Dollats ($5,000,000.00), Buyers shall have the tight, to be

exercised in Buyers’ sole and exclusive discretion, to teuminate this Agreement upon “wtittet
notice of the same being given to Sellers, which termination shall be effective on the date which
is ten (10) business days afier the date such notice is received by Sellers, unless prior to the
explration of gaid ten (10) business day perlod, Sellets agree, by written noties being sent to
Buyers, to grant a credit fo Buyets against the Purchase Price in the aggregate amount of the
Cure Estimates, at which point Buyers shall proeceed to Closing subject to the terms and
conditions of this Agreement, In the event this Agreement is terminated by Buyers pursuant
hereto, nelther party will thereafier bave any further rights, obligations or lability hereunder
except with respect to provisions hereoi which by their express terms survive a fermination of
this Agreement.
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(@)  Notwithstanding the foregoing, Sellets must discharge and satisfy, and
cause to be released of record at or prior to Closing any mortgage, judgment, construction Hen or
monefary encumbrance (collectively, “Monetary Liens”) secured by or otherwise encumbering
the Owned Real Property or the tenant’s leasehold interest in the Insured Lease Parcels, except to
the extent the same pertain fo Buyers, Sellers’ obligation to cause the release of any such
Monetary Liens puxsuant fo the immediately preceding sentence shall survive the Closing, In the
event any Monetary Lien exists as of Closing which Sellers dispute, and the Title Company is
agtecable to insuring over the same, Buyers shelf be obligated to proceed to Closing and the
terms of this Section 8.3(e) shall be deemed to be satisfied,

(H  In the event that title fo any of the Owned Real Propetty or the Insured
Leases is not as provided for in this Agreement as of the Closing, Buyers shall proceed to
Closing, in which event Sellers will remain Hable, in accordance with Section 13.2, for any and
_ all claims, losses, liabilities, damages, taxes, costs (including court costs and costs of appeal) and
expenses {including reasonable attorneys® fees and fees of expert consultants and witnesses) that
a Buyer Indemnified Party (as defined in Section 13.2) incurs as a result of or with respect to
such failure of title, subject to the limitations of Section 13,3,

8.4. Actious/Proceedings. No action or proceeding before a court or any other
Government Entity or body shall have been instituted or threatened to restrain or prohibit the
fransactions herein conteraplated, and no Government Bntity shall have taken any other action
with respect to the-Sellers, Assets or the System as a result of which Buyers reasonably and in
good faith deem it impracticable to proceed with the transactions hereunder.

8.5. Adverse Change, Since the Execution Date, there shall not have ocourred any
event, change or occurrence that has or could reasonably be expected to have g Maferial Adverse
Effect, and Seliers, collectively, shall not have suffered any change, loss or damage to the Assels
or the System, whether or nof covered by insutance, which would have a Mater1a1 Adverse
Effect,

8.6, Insolvency. Sellers, collectively, shall not (i) be in recelvership or dissolution,
(iiy have made any assignment for the benefit of creditors, (iil) have admitted in writing its
inability to pay its debts as they mature, (iv) have been adjudicated a bankrupt, or (v) have filed a
petition in voluntary bankruptey, a petition or answer seeking reorganization, or an atrangement
with creditors under the federal bankruptoy law or any other similar law or statute of the United
States or any state, nor shall any suoh petition have been filed against Sellers,

8.7. Material Consents. Sellers shall have obtained all copsents, waivers and
estoppels of thitd parties, Inoluding in vonnection with assignment of cettain Material Contracts
and in connection with Buyers’ acquisition of interests in for profit Affiliates, joint ventures or
other affilisted organizations of Sellers pursuant to Seotlon 1.1(0), that are material fo the
consummation of the transactions contemplated in this Agreement (collectively, the “Material
Consents”) as listed on Schedule 8,7. The Material Consents shall be in form and substance
reasonably satisfactory to Buyers,

48

PRI O o DO PLE
[EAEA SRR R Y ST




8.8, Vesting/Recordation. Sellers shall have furnished to Buyers, in form and
substance reasonably safisfactory to Buyers, assigments or other instruments of transfer and
consents and waivers by others, necessary or approptiate to transfor to and effectively vest in
Buyers all right, title, and interest in and to the Assets, in proper statutory form for recording if
such recording is necessary or appropriate. '

8.9. Suryeys and Reports. Promptly following the Execution Date, Buyers, in their
diseretion and at their sole cost, may commission from one or more reputable environmental
consulting or engineering firms: (i) a Phase Il environmental sampling and analysis of
environmental media at or beneath the Real Property, if deemed necessary or appropriate by
Buyers based on the results of Buyets’ Phase 1 environmental assessments; and/or (i) an
architectural and structural report on the Owned Real Property and the facilities situated theteon,
The scope, findings and conclusions of such reports shall be reasonably satisfactory to Buyers,

8.10. Closing Deliveries, Sellers shall have made the deliveries requifed to be made by
them under Section 3.2 hereof,

8.11, Satisfaction of Indebtedness. Sellers shall have pald off or otherwise satisfied as
of Closing (including, as may be necessary, through payment of the Purchase Price at Closing)
all indebtedness, including defeasance of any bonds, as is reasonably necessary for each Seller to
convey its Assets to the appropriate Buyer free and cloar of all claims, assessments, security
interests, liens, restrictions and encumbrances of amy kind, other than the Permitted
Encumbrances and the Assumed Liabilitles and/or as otherwise necessaty to carry out the
transactions contemplated hereby, and Sellers shall have delivered reasonable documentation
thereof o Buyers as may be requested,

8.12. Pension Funding. . Sellers shall have satisfied their Pension Plan Contribution
funding obligations set forth in Sgetion 2.4(b).

8.13. Delivery of Other Agreements, Sellers shall have executed and delivered all
other agreements determined by Buyers to be reasonably necessaty or appropriate to.be enteted
into prior to the Closing to offect the fransactions contemplated hetein.

9. CONDITIONS PRECEDENT TO OBLIGATIONS OF SELLERS.

Notwitlistanding anything hetein to the contrary, the obligations of Sellers to
consummate the {ransactions described herein are subject to the fulfillment by Buyers, on or
prior to the Closing Date, of the following conditions precedent unless waived in writing by
Sellets af or prior to the Closing:

91. Representations/Warranties, The representations and warranties of Buyers

confained in this Agreement shall be true in all material respects when made and as of the
Closing Date as though such representations and warranties had been made on and as of such
Closing Date, Each and all of the terms, covenents, and conditions of this Agreement to be
complied with or performed by Buyers on or before the Closing Date purswant to the terms
hereof shail have been duly complied with and performed in all material respects.
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9.2, Governmental Approvals. All material consents, authorizations, orders and
. approvals of (or filings or registrations with) any Government Entity or other Party required in
cotingetion with the execution, delivery and performance of this Agreement, as described in
Section 7.1, shall have been. obtained or made by Buyers when so required, except for any
documents tequired to be filed, ot consents, authorizations, orders or approvals required to be
issued, after the Closing Date. '

9,3.  Actions/Proceedings, No action or proceeding before a coutt or any other
Government Entity or body shall have been instituted of threatened to restrain or prohibit the
transactions herein confemplated, and no Government Entity shall have taken any other action
with respect fo the Sellets, Assets or the System as a result of which Sellers reasonably and in
good faith deem it impractioable to proceed with the transactions hereunder.

94, Insolvency. Buyers, collectively, shall not (i) be in receivership or dissolution,
(i) have made any assighment for the benefit of creditors, (1ii) have admitted in writing its
inability to pay its debts as they mature, (Iv) have beon adjudicated a bankrupt, or (v) have filed a
petition in voluntary bankriptey, a petition or answer seeking reorganization, or an arrangement
with creditors undet the federal bankruptey law or any other similar law or statute of the United
States or any state, nor shall any such petition have been filed against Buyers,

9.5,  Closing Deliveries. Buyers shall have made the deliveries tequired to be made
by them under Section 3.3 hereof,

10. RESTRICTIVE COVENANTS.

10.1. Purchase Price Proceeds, Ay promptly as practicable afier the Closing Date,
Sellers shall, after reserving for and/or paying off Sellers’ debt and other labilities, teansfer the
net proceeds of the Purchase Price paid to Sellers and any other net cash or investment assets to
the Foundation (the “Foundation Punds”), The term “Foundation Funds” shall include any return
on the investment thereof, A detailed description of Sellers’ proposed use of the Purchase Price
proceeds and projected amount of Foundation Funds is set forth on Schedule 10.1 heteto.

16.2. Enforcement Authority; Annunal Reports. For a period of ten (10) years after
the Effective Time, Buyers shall develop and provide an annual report to the Foundation
regarding ptogress in meeting its commitments and compliance with covenants as set forth in
Sectlons 2.4 and 11,12 theough 11,20 hereof, as applicable during such time period. Subject to
limitations on remedies set forth in Sectlon 14.21, Foundation shall have authority to enforce, on
behalf of Sellers, all legal and equitable rights and temedies of Sellers against Buyer pursuant to
this Agreement. '

10,3, Now-Compete, The Sellets heteby covenant and agree that, at all times during
the period of ten (10) years after the Effective Time, neither the Sellers nor any of theit
respective Affiliates shall, directly or indirectly, own, lease, manage, operate, control, or
participate in any manner with the ownership, leasing, management, operation or control of any
business which offers healthcare services in competition with the Buyers, including but not
limited to any acute care hospiial, specialty hospital, rehabilitation facility, diagnostic imaging
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center, ambulatory or other type of surgery center, ntgent care center, or physician clinic or
physician medical practice (any of such uses being referred to herein as a “Competing
Business”), within thirty~five (35) miles of any Hospital campus (the “Restricted Ares™), without
Buyers® prior written consent (which Buyers may withhold in their sole and absolute discretion);
provided, howevet, that no Seller or any of thefr Affiliates will be precluded from
() participating {n community benefit activities that promote healthcare services for residents of
the communities historically served by Sellers and their Affiliates, or (il) providing financial
support to or on bebalf of uninsured or underinsured individuals in order for those individuals to
acoess health care services (including from a Competing Business), so long as they do not
provide financial suppott to another Competing Business within the Resiricted Area,

104, Non-Solicitation, The Sellers hereby covenant and agree that, at all times during
the petiod of five (5) years after the Effective Time, noither the Seller nor any of their respective

© Affiliates shall, directly or indirectly, recruit or solicit for bire (other than through placing

advertisements or job postings in print or electronic media of geperal circulation) any officers ar
executive management team members of any Buyer as listed on Schedule 104 (“Key
Management Personnel”) or otherwlse encourage ot induce any such Key Management
Personnel to leave employment of Buyers, whether for business or other purposes, where such
conduct or actions would have a reasopable likelihood of endiag, curtailing, reducing or
interfering with. the business or other relationship between the Buyers and such Key
Management Persotiel,

10.5. Remedies, In the event of Seller’s breach of this Article 10, Sellers recognize
that monetary damages shall be inadequate fo compensate Buyets and Buyers shall be entitled,
without the posting of a bond or similar security, fo an injunction restraining such breach, with

the reasonsble costs (including reasonable attorneys’ fees) of securing such injunction to be

borne by the breaching Seller or Affiliste, Nothing contained herein shall be construed as
prohibiting Buyers from pursuing any other remedy available to it for such breach or threatened
breach. All Partles hetoto hereby acknowledge the necessity of protection against the
corapetition of Sellers and their Affiliates and that the nature and scope of such protection under
this Article 10 has been carefully considered by the Parties, Sellers further acknowledge and
agree that the covenants and provisions of this Article 10 form part of the consideration under
this Agreement and are among the inducements for Buyers entering into and consummating the
transactions conternplated herein, The period provided, activities restricted and the ares covered
ave expressly represented and agreed to be fair, reasonable and necessary, The consideration
provided for herein is deemed to be sufficient and adequate to compensate for agreeing to the
restrictions contained in this Article 10, If) however, any court determines that the foregoing
restrictions ate not reasonable, such restrictions shall be modified, rewritten or Interpreted to
inolude as much of theit nature and scope as will render them enforceable.

11 ADDITIONAL COVENANTS AND AGREEMENTS.,

111, Supplement to Schedules. From time to time prior to the Closing Date, the
Parties shall supplement or amend with reasonable frequency, or promptly following the
reasonable request of the other Party, the information contained in their respective disclosure
schedules with respect to any material matter arising after the Exccution Date, which, if existing
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“or occuiring on the Bxecution Date, would have been required to be set forth or described in any
disclosure schedule; provided. however, that no such supplement or amendment by a Party shall
be deemed to modify its disclosure schedules for the purpose of, as the case may be, (i)
certifying the accuracy of any representation or warranty made by Sellers in this Agreement or in

the Officer’s Certificates under egtmu 3.2(k) hereof, (i) determining whether any of the

conditions set forth In Article 8 or Article 9 hereof have been satlsfied, (iif) indemnification in
Article 13 hereof, and (iv) increasing the liabilitles or obhgations of Buyers. In the oventthata
Party supplements or amends the Information contained it one of more of ifs disclosure
schedules priot to Closing, the other Party may supplement or amend ifs schedules as it deems
reasonably necessary with vespect thereto (8.g., If Sellers add contracts requiring consent to theit
list of Material Contracts on, or referenced on, Schedule 4.19 prior to Closing, Buyers may, in
thelr discretion, supplement or amend their list of Material Consents on Schedule 8.7 fo add one
of more of such contracts). :

112, Termination Prior o Clasing, Notwithstanding anythiog herein to the conirary,
this Agreement may be terminated at any time: ‘

: (8)  onor prior to the Closing Date By mutnal written agreement of Sellers and
Buyers; ‘

(b)  onor prior fo the Closing Date by Buyers following ten (10} days written
notice, if satisfaction of any condition to Buyers’ obligations under Section 7 of this Agreement
becomes Impossible or impractical with the use of commercially reasonable efforts {unless the
failure results primarily from one or more Buyers materially breaching any representation,
warranty, or covenant hereiny and such condition shall not have been waived by Buyers;

{¢)  on or prior to the Closing Date by Sellers following ten (10) days written
notice, if satisfaction of any condition to Sellers’ obligations under Section 8 of this Agreement
becomes impossible or Impractical with the use of commercially reasonable efforts (unless the
failure results primarily from one or more Sellers materially breaching any representation,
watratty, or covenant herein) and such condition shalf not have been waived by Sellers;

(d) by Buyers or Sellets if the Closing Date shall not have taken place on or
" before Septersber 30, 2016 (which date may be extended by mutual agreement of Buyers and
Sellets and which dato may be extended by Buyers by up to ninety (90) days in the event that the
docpmentation and approvals required by Section 8.2 have not yet been provided); provided that
the right to terminate this Agreement under this Section 11.2(d) shall not be available to any
Perty if the failure of the Closing to take place by September 30, 2016 (as may be extended)
results primarlly from such Party’s (or such Party’s Affiliates) breach of any representation,
warratity ot covenant herein;

(e) by Sellers wpon thirty (30) days’ prior written notice if Buyers have a
change of control where more than fifty percent (50%) of Buyers’ outstanding equity interest, oy
substantially all of Buyers’ assets, are to be transferred to a third party, but only if such third
party transferes s, or is owned or confrolled by, a heajth system oy health plan whose principaf

business 19 operating hospitals or health systems, provided that, In addition to Sellers’ right to
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terrinate putsvant fo this Section, Buyers shall also pay to Sellers Five Hundred Thousand
Doliars ($500,000.00), as liqguated damages, to cover the estimated costs incurred in connection
with the Tyansaction (“Liquidated Damages”) with Buyers and Sellers aclmowledging that the
Liquidated Damages set forth herein ate not intended to be a penalty -and have been determined
to he a reasonable and good falth estimate of the probable loss and costs suffered by Sellers if
this Agreement s terminated by Sellers as a result of such a change of conirol; for the avoidance
of doubt and without limiting the generality of the foregoing, acquisition by a private equity firm
or other investment firm of more than fifiy percent (50%) of the outstanding voting equity
intorests of Buyers, ot substantially all of the assets of Buyers, shall pot be considered a change
of conirol triggering Sellers’ termination rights and rights to Liquidated Damages undet this
Section 11.2(e), even if such firm has investments In other health systems or health plans; or

(O by Buyers immediately upon written notice to Sellers, if all of the
conditions to Buyers® and Sellers’ obligations to close as set forth In Artlele 8 and Article 9 have
been satisflod or waived except that Buyers, as of the Closing Date, are unable to pay, or
otherwise fail to pay, despite commercially reasonable efforts to obtain financing on terms and
conditions fhat are acceptable to Buyers, in their sole discretion, in accordance with
Section 2.1(a) and Secction 3.3(a), in immediately available funds an amount equal fo the
Estimated Purchase Price (a “Finavcing Failute”). If Buyets torminate this Agreement in
accordance with this Section 11.2(f) or for any other reason ag a result of a Financing Failure,
PMH shall pay to Crozer, by no later than three (3) business days following the date of
termination, an amount equal to Three Miltion Dollars ($3,000,000.00) (the “Termination
Payment”), The Tetmination Payment shall be secured by a letter of credit issued by City
National Bank no later than five (5) business days afier the execution of this Agreement and
PMH shall take all wasonabi}i" necessary steps to allow Crozer to draw ypon such letter of credit
by no later than the fourth (4™) business day following termination of the Agreement putsuant to
this Section 11.2(f) if the Termination Payment has not been previously paid by PMH,
Termination under this Setion 11.2(f) and receipt of the Termination Payment shall represent
the sole and exclusive legal and/or equitable remedy available to Sellers under thiy Agreement,
or otherwise, with respect to or othexwise on acconnt of a Financing Failure (which includes,
among other situations, any breach of] inaccuracy with respect to, defanlt under or failure to
satisfy or fulfill any covenant, obligation, reptesentation, condition or warranty under the
Agreemeont with respect to or otherwise on account of a Financing Failure) and Buyers (including
PMH) shall be released by Sellers from any and all claims related to such Fmanomg Failure upon
receipt of the Termination Payment.

If this Agreement is terminated pursuant to this Secﬁon 11.2, this Agreement shall be null and
void and all rights and obligations of Sellets and Buyers hereunder shall terminate without any
liability of any Party o any other Party, except that with tespect to a termination of this
Agresment under Sections 11.2(a), (b) or (¢), nothing hereln shall prevent any Party from
pursulng any of Its legal rights or remedies that may be granted to any Party(ies) by law against
the other Party(ies) to this Apreement as a result of any default by the other Party(ies) in the
observance or in the due and timely performance of such Party(ies) of any of the covenants
heteln confained,
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11,3, Post-Closing Access to Information, Sellers and Buyers acknowledge that
subsequent to Clositig each Party may need access to information or dacutments (including but
not limited to personnel files included in the definitlon of Assefs above) in the control or
possession of the other Party(ies) for the purposes of, without limitation, concluding the
transactions herein contemplated, audits, cornpliance with governmental requirements and
. regulations, and the prosecution or defense of third party claims, Accordingly, Sellers and
Buyers agree that for a period of seven (7) years after Closing, each will make reasonably
available to the other’s agents, independent auditors, counsel, and/or governmental agencies
upon written request and at the expense of the requesting Party such documents and information
as may be available relating to the Assets and the System for periods prior and subsequent to
Closing to the extent necessary to facilitate, without limitation, concluding the fransactions
herein contemplated, audits, compliance with governmental requirements and regulations, and
the prosecution ot defense of claims,

11.4. Preservation and Access to Records after the Closing, After the Closing,
Buyers shall, in the ordinary course of business and as required by law, keep and preserve in
their original form all Records of the System and Agsefs existing as of the Closing, and which
constitute a part of the Assets delivered to Buyers at the Closing. Buyers acknowledge that as a
rosult of entering into this Agresment and operating the System they will gain access to patient
and other information which is subject to rules and regulations regarding confidentiality, Buyers
agree to abide by any such rules and regulations relating to the confidential information it
acquires, Buyers agree to maintaln the Patient Recotds delivered to Buyers at Closing within the
System after Closing in accordance with applicable law (including, if applicable,
Section 1861(w)()(A) of the Social Security Act (42 U.S.C. § 1395(v)(1)(d)), the privacy
requirements of the Administrative Simplification subtitle of HIPAA and applicable state
requirements with respect to medical privacy and requitements of relevant insutance catriers, ail
in a mannet consistent with the maintenance of patient records generated within the Buyots®
system after Closing. Upon reasonable notice, during normal business hours, at the sole cost and
expense of Sellers and upon Buyers’ receipt of appropriate consents and authorizations, Buyers
will afford to the representatives of Sellers, including their counsel and accoyntants, full and
complete access to, and- copies of, the Records transferred to Buyers at the Closing (including
access to Patient Records in respect of patients treated by Sellers within the System). Upon
reasonable notice, during normal business hours and at the sole cost and expense of Sellers,
Buyers shall also make their officets and employees available to Sellers at reasonable times and
places after the Closing, In addition, Sellers shall be entitled, at Sellers’ sole risk, to remove any
such Patient Records from Sellers’ facilities, but only for putposes of pending litigation
involving a patient to whom such records refer, as certified In writing prior to removal by
counsel refained by Sellers in connection with such litigation and only vpon Buyers’ receipt of
appropriate consents and authorizations; provided that if the litigation is brought by or on behalf
of the patient to whom the records relate, such patient shall be deemed to have consented to
disclosure and use in accordance with this Section, Any Patient Record so vemoved from the
System shall be promptly returned to Buyers following ifs use by Sellers. Any access to the
System , the Records or Buyers” persormel geanted to Sellers in this Agreement shall be upon the
condition that any such access not materlally interfere with the business operations of Buyers.
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11,5, Tax and Medicare Effect. None of the Parties (nor such Parties’ counsel or
accountants) has made or is making any representations to any other Party (nor such Party’s
counsel or accountants) concerning any of the tax, Medicate, Modicaid or other reimbursement
effects of the transactions provided for in this Agresment as each Party hereto represents that
each has obtained, or may obtain, independent tax, Medicare, Medicaid and reimbursement
advice with respect thereto and upon which it, if so obtained, has solely relied,

11.6. Reproduction of Documents. This Agteement and all documents relating -

hereto, including: (a) consents, waivers and modifications which may hereafter be exesuted,
(b) the documents delivered at the Closing, and (c) financial statements, certificates and other
information previously or hereafler furnished to Sellers or to Buyers, may, subject to the
provisions of Article 12 hereof, be reproduced by Sellets and by Buyers by any photographic,
photostatic, mictofilm, micto~card, miniature photographic or other similar process and Sellets
and Buyers may destroy any original documents so reproduced, Seflers and Buyers agree and
stipulate that any such reproduction shall be admissible in evidence as the original itself in any
judicial, arbitral or administrative proceeding (whether or not the original is in existence and
whether or not such reproduction was made by the Sellers or Buyers in the regular course of
business) and that any enlargement, faosimile or fisrther reproduction of such reproduction shafl
likewise be admissible in evidence,

117, Cooperation on Tax Matters. Following the Closing, the Parties shall cooperate
fully with each other and shall make available to the other, as reasonably requested and at the
expense of the requesting Party, and to any taxing authority,-all information, records ox
documents relating to tax llabllities or potential tax Habilitles of Sellers or Buyers and any
information which may be relevant to determining the amount payable under this Agtesment,
and shall preserve all such information, records and documents (fo the extent a part of the Assets
delivered to Buyets at Closing) at least unfil the expirstion of any applicable statute of
limitations or extensions thereof,

11.8. Cost Reports. As set forth in more detall in the Transition Setvices Agreement,
Sellers, at their expense, shall prepare and timely file all terminating and other cost reports
required or permitted by law to be filed under the Medlcare and Medicaid or other third party
payor programs and the State Health Apency for periods ending on or prior to the Bifective
Time, or as a result of the consummation of the transactions described herein (“Sellets Cost
Reports”), Buyers shall forward to Sellets any and all corcespondence relating to Sellers Cost
Reports within fifteen (15) business days after receipt by Buyers, Sellers shall remit to Buyers
any receipts of fundy relating to Sellers Cost Reports within fifteen (15) buginess days after
receipt by Sellers. Buyers shall recelve all rights to Sellers Cost Reporis for any amounts
receivable and assume all Hebilities with respect to Sellers Cost Reports for any amounts
payable, in respect of such reports or reserves relating o such reporis, without limiting any of
Buyers’ rights ot remedies hereunder, To the extent assignable and fransferrable, Buyers’ rights
shall include the right io appeal any Medicare or Medicaid determinations relating to Sellers Cost
Reports, Sellers shall retain the originals of Sellers Cost Reports, comrespondence, work papers
and other documents relating to the Sellers Cost Reports, Sellers shall furnish copies of such
cost repotts, correspondence, work papers and other documents to Buyers upon request,
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11.9. Misdirected Payments, Litc, Sellers and Buyers covenaut and agree to remit,
with reasonable promptuess, to the other any payments resstved, which payments are on or in
respect of accounts of nofes receivable owned by (or are otherwise payable to) the ofher
(including any incentive payments, Meanmgfui Use fimds, etc,) pursuant to the terms hereof. In
addition, and without Himitatlon, in the event of a delermination by any. governmental or
third-pasty payor that payments to the Sellets resulted in an overpayment or other determination
that funds previously paid by any program or plan to the Sellers must be repaid, Sellers shall be
responsible for repayment of said monles (or defense of such actions) if such overpayment ox
other tepayment determination was for services rendered prior to the Bffective Time and Buyers
shall be responsible for repayment of said monies (or defense of such actions) if such
overpayment or other repayment determination was for services rendered after the Effective
Time. In the event that, following the Closing, Buyers suffer any offsets against reimbursement
under any third=party payor or reimbursement programs due to Buyers relating to amounts owing

under any such progtams by Sellers, Sellers shall, within five (5)business days following
_demand from Buyets, pay to Buyets the amounts so billed or offset. These oblxgattons shall be
in addition fo any other remedies available herein, -

11.10. Employee Matters.

(a)  As of the Closing Date, Sellers shalf ferminate all of their respective
employees and Buyets shall offer to hire all active employees of such Seflers who are in good
standing as of the Effective Time (including the management team) (the “tired Employees™) inx
positions and at compensation levels and health and welfare benefif levels substantially similar fo
those being provided by Sellets as of the Closing Date, subject to the standard pre-employment
soreening provess conducted by Buyets and their Affiliates. For purposes of this snbsection,
“sotive™ employees shell mean those individuals on the employment rolfs who ate reporting fo
and attending work on & regular basis and shall also mean: (f) employees who ate on materuity
or paternity feave and are entitled to reemployment rights under applicable law, (ii) employees
who are on leave pursnant fo the Family and Medical Leave Act and are entitled fo
reemployment rights under such law, and (i) employaes who are on leave due fo service in the
uniformed services pursuant fo the Uniform Services Employment and Reemployment Rights
Act of 1994 and are entitled fo reemployment rights under such law. An employee in “good
standing” shall mean an employee who Seller indicates is not suspended according to Sellers’
policies as of the Closing Date. Individuals who are not active employees due to long-term or
shott-torm disability, workers compensation or other leaves of absence not mentioned herein
shall not be an “active” employee until such time when they notify Sellers they are ready and
meet all requirements for reporting to work, at which time Sellers will notify Buyer and Buyer
then will consider them for employment as an active employee of Seller, Notwithstanding the
foregoing, Buyets reserve the right nof to hire or continue the employment of any individual
employee for cause (le., with a legitimale reason with respect to such employee’s job
performance or conduct) or based on staffing considerations, upon reasonable advance notlce to
Sellers (If prior to the Closing) and the employee. Nothing herein shall be deemed to affect or
limit in any way notmal management pterogatives of Buyers with respect to employees or to
create or grant to any such employees third-party beneficlary rights or claims of any kind or
nature, Within the petiod of ninety (90) days before the Closing, Sellers shall not take any action
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that would result in WARN Act liability with respect to employees of the System, With respect
to terminations of employees following the Closing, Buyers shall be responsible for any
notification required undet the WARN Act. In respect of the Hired Employees, Buyers shall
provide such employees with employee benefils as described in Schedule 11.10(2), provided,
however, that for the remainder of the 2016 calendar year following the Closing Date, the health
and welfare benefits levels shall ba substantially similar to those benefits levels provided by
Sellers as of the Closing Dats, Buyers shall recognize the existing senlority and service oredit

with Sellers of all Hired Employees for benefits purposes in Buyers’ retivemont plans and shall
provide credit under such plans for purposes of determining eligibility and vesting and the rate of

benefit acornal (but not actual benefit accrual); provided, however, that no such credit need be
given in respect of any new plan commenced or participated in by Buyers in which no prior
service credit is given or recognized to or for other similarly-situated plan participants, In
providing benefits to Hired Braployees under Buyers’ welfare benefit plans, Buyets welfare
benefit plans shall waive pre-existing conditions lmitations, waiting periods, evidence of
insurability or other exclusions or limitations in Buyers’ welfare benefit plans which might
otherwise apply to such Hired Employees and shall recognize the existing sendority and service
credit with Sellers of all such Hited Employees to provide credit under such plans for the
purpose of determining eligibility, except to the oxtent such Hired Employees have not satisfied
such limitations under the current welfare benefit plans of Sellers or such waiver of pre-existing
conditions is requested of an insurer, but after diligent pursuit is not permitted under one or more
of Buyers® short-ferm or long-term disability plans provided through insutance contracts or
policies, Buyers shall give all Hired BEmployses credit for their years of service with Sellers for
the purpose of defermining benefits under Buyers® vacation, sick pay and other paid-thne-off
programs, .

() Buyers shall give credit to all Hired Bmployees for their actual
aceumulated and unused paid time off hours to the extent included in the caloulation of Net
Working Capital. Buyers shail also give credit to all Hired Employees for their actual and
unused sick time hours for each Hired Bmployee. Such amounts shall not otherwise be subject
to reduction, offset, or any other limitation under Buyers® sick time benofits policies and
procedures, - :

11,11, Tramsition Services. Pursuant to the terms and conditions of the Transition
Services Agreement attached hereto as Exhibit I, following the Closing, the Buyets shall provide
Sellers with certaln specified items and services as reasonably necessary to assist Seffers in
transitioning ownership and operation of the System and Assets and winding down operations,
all upon reasonable and customary terms mutually agreed upon by the Parties,

11,12, Local Advisory Board, Buyers and Sellers shall establish and appoint a local
advisory board (the “Advisory Board”) to ensure ongoing, meaningful input from local
community and physician leaders with respect to the Systetn, The Advisory Board shall be
comprised of nine (9) individuals, including local community and physician leadess, four (4) of
whom shall be appointed by Crozer’s Board of Directors subject to Buyexs’ prior approval,
which approval shall not be unreasonably withheld, and four (4) of whom shall be appointed by
Buyers, with the remaining meniber seleoted by the Foundation from among its Board of
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Directors to serve as a voting ex-officio member, The Advisory Board shall be self-perpetuating
with annual elections conducted by the then cwrrent Advisory Board members on a staggered
basls such that roughly one-thitd (1/3) of the membenrs are subject to election each yea, with the
exception of the slot for the Foundation board member, who shall be selected and appolnted by
the Foundation from time to time, provided that, at all times: (i) at leastfifty percent (50%) of the
menabers shall be physicians on the actlve Medical Staff of one or more of Buyets’ Hospitals;
and (i) the Advisory Boatd metmbers shall reasonably attempt to maintain the same member
composition and representation described above, For as long as Buyers own and operate one or
mote of the Hospitals, the Advisory Board shall meet on a regular basis and have the following
responsibilities, all of which shall be advisory in nature and not binding with respect to Buyers:
{a) make recommendations and suggestions with respect to medical staff credentialing;
(b) provide input on policies and clinical programs; (c) provide input in the development and
review of strategio plans; (d) provide input on operating and capital budgets; (¢) provide input
and support physician recruitment efforts; (f) provide input on succession plans for executive
leadership at the Hospitals; (g) promote community health initiatives; and (h) monitor the
commitment to maintain and improve quality indicators. The initial list of Advisory Board
members {with their initial staggered terms) and the charter for the Advisory Board are attached
as Exhibit | hereto prior to the Closing Date.

11.13. Finaneial Assistance Policies, - For a period of at least five (5) years after the
Effective Time, Buyers shatl: () adopt and malntain Sellers’ charify care polisies for the
treatment and financial assistance of indigent patients of the Hospitals in accordance with
applicable law; (b) cause the Hospitals to treat any patient presented to the emergency room who
has a medical emergency or who, in the judgment of a staff physician, has an immediate
emergency need; (¢) not furn away any such patient on account of age, race, gender ot inability
to pay; and (d) cause the Hospitals to continue fo provide medically necessary services to
patients in the communities served by Sellers, including those unable to pay for emergent and/or
medically necessary care, subject to Sellers’ charity care policles. This covenant shall be subject
in all respects to changes in governmental policy.

11,14, Community Benefit, Education Programs and Affiliations, For as long as
Buyets own and operate one o more of the Hospitals, Buyets shall: (&) support the health and
well-being of residents in the communities served by Sellers through wellness, hedlth education
and other community programs; (b) maintain Sellers’ praduate medical education programs in
existence as of the Closing provided that there are no material changes in the reimbutsement or
clinical requirements for such programs; and (c) maintain a strategic alignment with ChesPenn
Health Services, Inc,, which operates a federally quallfied health center, in order fo continue
providing critical primary care access to underserved and low sociceconomie, at-tisk populations
in the communities served by Sellets, on commercially reasonable terms muinally agreed upon
by the Parties and generally copsistent with the pre-Closing relationship with Sellers.

11.15. Availability of Services. Buyers shall: (2) for as long as Buyers own and operate
one or more of the Hospitals, use commercially reasonable efforts to enswe that residents of
Delaware County, Pennsylvania have access to a full range of healthcare services including
primary, secondary and terflary care, specialty and hospital-based services, and emergency and
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urgent care facilities necessary to support the needs of the community; and (b) for a period of at
least five (5) years after the Bffective Time, Buyers shall preserve koy service lines within the
System, including women’s services (including obstetrics and neonatal intensive care services),
behavioral health, pediatrics, trauma (including burn), and emergency medicine, with a further
commitment to maintain Bmergency Access Points in the communities served as of the Closing
Date, Buyers futther agree fo consult with the Advisory Board in advance of any significant
changes in such setvices listed it subsection (b) above aftor the five (5) year period after the
Effective Titme. .

11.16. Future Sale or Closing, For a period of ten (10) years after thé Effective Time,
Buyers shall not sell or close any of the licensed Hospitals, including any campus of a licensed
Hospital providing inpatient acute care setvices as of the Effective Time, acquired as part of the
transactions contemplated hereby unless consented. to by the Advisory Board and the Foundation
in advance, Notwithstanding anything herein to the contrary, the prohibition of this
Section 11.16 shall niot apply to: (a) any sale or closure requited by a Government Entity;
(b) any merger, sale or other iransaction that does not relate solely or principally to the Assets
purchased pursuant to this Agreement; or (c) any cotporate-level transactions involving Buyer’s
stock or securities, including macro-level mergers, recapitalizations or reorganizations or other
changes of control of PMH ot its parent, Tn the event of any transactions described in
subsections (b) and (¢) above, or any other change in control of Buyers after the Effective Tims,
any successor shall be required to comply with, and shall be bound by, the post-closing
covenants and other obligations of Buyets as set forth in this Agreement,

11.17, Capital Expenditures. During the first five (5) years following the Effective
Time, Buyers shall invest, or enter into binding commitments to invest, at least One Hundred
Miflion Dollars ($100,000,000,00) for routine capital needs of the System and an additional One
Hundred Million Doltars ($100,000,000,00) for strategic capital needs of the System, including
expenditures in connection with Sellers’ current consttuction project involving an ambulatory
care center In Broomall, Pennsylvania, which project is in process as of the Execution Date and
the expenditures associated therewith are currently estimated to be about Twelve Million Dollars
($12,000,000.00). As used in this Section-11.17, “capital needs” shall include new equipment,
equipment replacement, facility renovations, new facilities, medical office space, development of
new services, information systems, physician recruitment, physician practice acquisitions, and
other capital improvements, including commitments incurred pursuant to operating or
cap&tai/ﬁnanomg Ieases, or other off balance sheet financing mechanisms.

11 18, Strategic Planning. Ag soon as possible following the Effective Time, Buyers
shall commence a strategic planning process (the “Strategic Planning Process™), which shall be
led by Buyers’ local management team, The Strategic Planning Process shall provide for the
evaluation of market data and projections, current and proposed regulatory environments,
operational and financial requirements, and capital expenditures models in the markets in which
Sellers operated to best determine the use of the Buyers’ invested capltal pursuant to
Seotion 11.17. Without limiting the generality of the foregoing, within twelve (12) months of the
Effective Time, as part of the Strategic Planning Process, Buyers shall specifically review the
potential expanded strategic development on the Springfield Hospital campus,
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11,19, Branding and Xdentity, For as long as Buyers own-and operate one or tore of
the Hospitals, Hospitals and other provider organizations within the System shall retain their
trade names as utilized immediately prior to the Effective Time, For a period of five (5) years
afier Closing, Buyets, with the approval of the Advisory Board and the Foundation, may c¢hoose
to append to, or include it Hospitals’ or System’s trade name in nse immediately prior to the
Effective Time one or more of Buyers®, or Buyers Affiliates’, existing corporate ot trade names.
For a period of five (5) years after the Effeciive Time, Buyers shall not approve ot adopt any
branding plan, or materially modify any trade name usage, with respect to the Hospitals and
other provider organizations within the System without the prior approval of the Advisory Board,
as well as, in the case of branding plans, the prior approval of the Foundagion,

11,20, Corporate Functions and Services. Promptly after the Effective Time, Buyets
shall provide the acquited System with full and complete cotporate support from PMH and its
Affiliates with respect to the following: (s) comprehensive supportt and back office services, as
mote fully described in Schedule 11.20(a); (b) comprehensive physiclan infrastructure and
atignment services, including the Coordinated Regional Care (“CRC”) model; (c) expertise in
operational efficiencies, (d) inclusion in Prospect’s group purchasing organization (“GPO”)
arrangements; (e) programs, services and infrastruoture that support the transition and
advancement towards value-based care {e.g., ACO’s) and popolation health management; and
() quality and patient safety programs and infrastructure,

11,21, Medical Staff and Physicians. As a result of the acquisition of the Assets by
Buyers, there will be no change or modification fo the current staff privileges for physicians on
the medical staff of the Hospitals who are in good standing. Buyets shall adopt the current
medical staff bylaws of the Hospitals as of the Effective Time. Buyets shall maintain open
medical staffs st the Hospitals, except with respect to existing closed departments thereof listed
on Schedul¢ 1121, and Buyers shall continue to work collaboratively with independent
physicians, All agreements between Sellers and physicians, including employment agreements;,
shall be ecluded in the Contracts to be assigned to and assumed by Buyers to the extent
assignable and assumable by the terms of such contracts and under applicable law; provided
however, that Buyets may elect not to assume any of such agreements on reasonable notice to
Sellers prior to Closing should Buyers reasonably determine, based on Buyers' review of
applicable federal or state laws or regulations, that assumption thereof woyld be in yiolation of
such applicable federal or state laws or regulations. Following the Closing, Buyers shall
generally make available to the employed and medical staff physicians such physician resources,
expettise, inteflectnal capital, entities and associated operational support fonctions as generally
available to Buyers® Affiliates.

11,22. Quality Reporting, Sellers shall submit all quality data requited under the
Quality Programs to CMS or its agents, and all quality data reguired wnder ORYX to The Joint
Commission, for any reporting period with reporting deadlines between the date of this
Agreement and the Effective Time, If 8 reporting period ends prior to the Effective Time, but
the reporting deadline for such reporting petiod ends afier the Effective Time, Sellors shall
prepare and submit the quality data for the System required under the Quality Programs and
ORYX in accordance with applicable filing deadlines and in the form and manret required by
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CMS and The Joint Commission, respectively, or, at the sole option of Buyers, Sellers shall
transmit such quality data to Buyers in a form mutually agresable to Buyers and Sellers or allow
Buyers aceess to such data, to enable Buyers to submit qualify data for the System required
under the Quality Programs and ORYX for such reporting period, If the Effective Time falls
between the first and last day of a repotting period, Seflers shall cooperate with Buyers o enisure
that all quality data required to be submitied for the System under the Quality Programs and
ORYX for the portlon of the repotting period during which Sellers owned the System can be
aggregated with the quality data for the portion of the reporting period during which Buyers
owned the System, to ehable Buyers and/or Sellety to submit the qualify data for the System
required vnder the Quality Programs and ORYX in accordance with applicable filing deadlines
and in the form and manner required by CMS and The Joint Commission, respectively.

11.23, Continuation of Insurance. Except as otheywise provided in this Section 11.23,
from and after the date of this Agreement through: () a date that is at least seven (7) years from
the Effective Time for olaims-made policies, whether through the purchase of an extended
reporting  endorsement/™tall” coverage or otherwise; and (b)the Effective Time for
oceurrence-based policies, Sellers shall, at their sole cost and expense, maintain in effeot withoot
material modification, all existing insurance coverage in effect as of the date hereof other than:
(i) professional liability insurance for each of the Hospitals and Sellers’ other institutional health
care providers in the System, as well as for all employed physicians and other bealth cate
professional employees of Sellers for any olaims related to the period prior to the Bffective Time;
and (i) comprehensive general Hability insurance and cybersecurity insurance with respect to
Sellers’ potential liability for any acts, omdssions, events, claims or ogcurrences arising out of or
otherwise related to the System, the Assets, Sellers’ employees or the Sellers generally prior to
the Effective Time, all to the extent such excepted Habilities remain insured through Cassatt
and/or its Affiliates or otherwise as specified below. The insurance described above shall have
coverage levels equal to the levels maintained by Sellers immediately prior to Closing. Sellers
shall provide Buyers with at least thirty (30) days prior written notice of the cancellation,
reduction or fermination of any such insurance coverage. For a period of at least seven (7) years
from the Bffeciive Time, Buyers, through Cassait and/or its Affiliates or otherwise, shall
maintain claitns-made policies, with coverage for “prior acts,” for professional liability and
comprehensive general lighility insurance and cybersecurity insurance set forth in subsections
(b)() and (b)(ii) above at coverage levels equal fo the {evels malntained by Sellers imnediately
prior to Closing. ' :

11,24, Cooperation on Payor Matters. Following the Closing, the Seflers shall
dooperate with Buyers and afford Buyers the opportunity to reasonably participate in any thitd
party payor settlement and/or audit proceedings involving Sellers andfor pre-closing operation of
the System, including, without limitation, matters and proceedings related to Medicare, Medicald
and CHAMPUS/TRICARE cost reports and CMS Recovery Aundit Contractor appeals or other
billing and/or compliance matters involving other auditreview agoncies and organizations,
Sellers shall not settle any claim, andit, proceeding or investigation concerning billing and/or
compliance matters without the prior written consent of Buyers to the extent the terms of such
setflement impose any obligations or restrictions on Buyers. '
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11.25. Section 4204 Sale of Assets. Buyers and Sellers each desire to have the
withdrawal lability exclusions of Section 4204 of ERISA apply to the sale of assets undet this
Agresment. As a condition of the Agreement and according to the terms. of Section 4204
BRISA, Buyer hag agreed o confribute. to the Pension Fund of Hospital and Healthcare
Employees. of Philadelphia and Vicinity (the “Pension Fund™) for substantially the sare number
of contribution base units for which Sellers were obligated prior to the Closing Date of the -
Agreement, Sellers agree to be secondarily lisble for any unpaid portion of withdrawal liability
to such Pension Fund that Buyer may incur In the five yeat period following the Closing Date.
In the event of Sellers’ distribution of assets or liquidation, then to the extent required in Section
4204(a)(3) of BRISA, Sellers shall provide a bond or an amount in ‘escrow equal to the present
value amount of the potential withdrawal Hability owed to the Pension Fund, determined as of
the Closmg Date of the Agreement, If it should be requited by the Pension Fund or otherwise
ngcessary in order to moet the requirements of Section 4204 of ERISA, Buyers shall post a bond
ot place an atount in escrow equal to the amount determined under Section 4204(a)(1)(B) of
ERISA or request a variance of such amount from the Pension Fund on or before the Closing
Date. Pursuatt to the terms of this Section 11,25 of the Agreement, the parties acknowledge that
the Pension Fund must first approve any vatiance requests, and any bonding or escrow
arrangements entered into by the parties hereto, Buyers and Sellers, through their appropriate
officers and employee representatives, shall take aty and ail actions necessary and appropriate to
fulfill the spirit of this Section 11.25; to ensure that the requirements of ERISA Section 4204 are
met; and to make certain that the sale of assets hersunder does not trigger an assessment of
current withdrawal liability against the Sellets by the Pension Pund. These actions include, but
shall not be limited to, taking any steps necessary and appropriate to timely meet the bonding,
escrow and/or variance requirements vnder ERISA Section 4204 and obtaining any necessary
approvals from the Pension Fund,

11.26. Environmental Matters. Sellers acknowledge that they are responsible for an
ongoing investigation and remediation of an oil discharge at the CCMC -property, which
discharge has also caused and continues to cause an oil discharge to Ship Creek adjacent the
CCMC property. For purposes of this Section 11,256, the presence of petroleum hydrocarbons
in soil and/or groundwater at the CCMC property at such concentrations or undet such
conditions as to requite a respousive action under applicable Environmental Laws is hereinaftor
referred o as the *Ship Creek Discharge.” Sellers are conducting the investigation and
remediation of the Ship Creek Discharge in consultation with the Pennsylvania Department of
Eavirontnental Protection (‘PaDEP”), With respect to the Ship Creek Discharge, Sellers agree:

(@)  Sellers® liability to petform an investigation and/or remediation of the Ship
Créek Discharge is an Excluded Liability pursuant to Section 1.4(x);

(b  From and after the Closing Date, Sellers shall promptly undertake and
diligently pursue, at Seliets’ sole cost and expense, an investigation and remediation of the Ship
Creek Discharge in accordance with all applicable laws, fncluding Environmental Laws, and to
obtain the cleanup Habllity protection afforded under Section 501 of the Land Recycling and
Environmental Remodiation Standards Act (¥Act2”), 35 P.S, § 6026.501, for the Ship Creek
Disclarge in all affected environmental media. In connection with the performance of the
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Sellers’ obligations wnder this Section 11,26; Buyers, Sellers agree that the Sellers may

demonstrate attainmment with a remedlation standard consistent with the use of the CCMC

property for non-residential purposes in gocordance with Act 2. The Selfers shall not rely on any

activity and use limitations to attain or maintain the cleanup standard without the prior written

consent of Buyets, which consent shall be at Buyers” sole discretion, Sellers shall use reasonable

efforts to petform their obligations wnder this Section 1126 in a manner so as to minimize

distuption to Buyers’ business operations at the CCMC property, and (if) coordinate with
Buyers, including, withont Hmitation, providing Buyers with reasonable advance notice of

upcoming remedial activities, so that disruptions to Buyers’ business operatxons st the CCMC

property are minimized.

(¢)  Sellers shall have an ongoing duty to keep Buyers reasonably informed as
{0 the progress of Sellers’ performance of their obligations under this Section 11.26 and Seflers
shalls (i) provide to Buyers a final draft of any envitonmental reports or substantive documents
that refer or relate to the Ship Creek Discharge and provide to Buyers a meaningful opportunity

_ to review and comment on such documents before they ate submitted to the PaDEP; (i) consider

Buyers’ comments in good faith; (i1} provide Buyers with a complete copy of any environmental
reports or substantive docurments submitted to the PaDEP, concurrently with their submittal to
the PaDEP; and (iv) promptly provide Buyers with a complete copy of any comrgspondence
teceived from the PaDEP that refers or relates to the Ship Creck Discharge or Sellers’
performance of their obligations under this Seetion 11.25 ,

(d) Promptly following Sellers’ receipt of PaDEP approval of a Final Report
for the Ship Creek Discharge in accordasice with Act2, Sellers shall, af their sole cost and
expense, promptly decommission, close and/or otherwise remove from the CCMC propetty (as
the case may be) all monitoring wells and remedial equipment (if any) installed as patt of the
investigation and/or remediation of the Ship Creek Discharge in accordance with all applicable
laws and restore the surface of the areas affected by such decommissioning, closure and/or
removal,

(&) The provisions of this Section 11, 25 shall survive the Closing of the

transactions contemplated herein,

12. CONFIDENTIALITY,

12.1. Confidential Iuformation. It is understood by the Parties hereto that the
information, documents, and instraments delivered to Buyers or Sellers and their agents and the
information, documents, and instruments delivered {o Sellers by Buyers and their agents, as well
as the terms and conditions of this Agreement, are of a confidential and propiietary nature (the
“Confidential Information”), Rach of the Patties hereto agrees that both prior and subsequent to
the Closing it will maintaln the strict confidentiality of all such Confidential Information and will
only use such Confidentlal Information in connection with the negotiation of this Agreement or
in compliance with the terms, conditions, and covenants hereof and will only disclose such
Confidential Information 1o its duly authotized officers, membets, directors, representatives, and
agents (including consulfants, attorpeys, and accountants of each Party) and applicable
Government Entities in connection with any required notification ot application for approvai or
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exemption therefrom, Fach of the Patties hercto further agrees that if the transactions
contemplated hereby are not consummated, upon written request, it will returs all such
documents and instruments and all copies thereof in its possession to the other Parties to this
Agreement, Each of the Parties hereto recognizes that any breach of this Section 12.1 would
result in irreparable hatm to the other Parties to this Agreement and their Affillates and that
therefore either Sellers or Buyers shall be enfitled to an injunction to prohibit any such breach or
anticipated breach, without the necessity of posting a bond, cash, or otherwise, in addition fo all
of their other legal and equitable remedies, Nothing in this Section 12.1, however, shall prohibit
the use of such Confidentlal Information for such governmental fillngs as in the opinion of
Sellers’ counsel or Buyers® counssl are yequited by law or governmental regulations or are
otherwise requited to be disclosed pursuant to applicable state law. The Mutual Nondisclosure
and Confidentiality Agreement, dated Noveniber 12, 2014, between the Parnes shaﬂ remain in
full force and effect.

12.2. Public Announcements. No Pany herefo shall prior to Closing release, publish,
or otherwise make avatlable to the public in any manner whatsoever any information or
atmouncement regarding the transactions herein contemplated without the prior written consent
of the signatories to this Agreement, except for information and filings reasonably necessary to
be directed to Government Eatities to fully and lawfully effect the - {ransactions herein
cottemplated or required in connection with securities and other laws.

13. INDEMNII‘ICATION

13.,1. Indemnification by Buyers. Subject to'the limitations set forth in Section 13.3
hereof, Buyers shall jointly and severally defend, indemnify and hold harmless Sellers and their
Affiliates, and their respective officers, directors or employees (collectively, “Seller Indernnified
Parties”), from and against any and sli claims, losses, liabllitics, damages, taxes, unclaimed
property, costs (including coutt costs and costs of appeal) and expenses (including reasohable
attorneys fees and fees of expert consultants and witnesses) that such Seller Indemmf ed Party
incurs as a result of o with respect to:

(1)  any inaccuracy, misrepresentation ot breach of a representation or
wartanty by Buyets under this Agreement;

(i)  any breach by Buyers of, or any failure by Buyers fo perform, any
covenant or agreemeit of, of required to be performed by, Buyers under this Agreement;

(iilany  of the Assumed Liabilities; or

(iv) operation of the Assets or System, as acguired by Buyers
hereyndet, on or following the Bffective Thme.

13.2. Indemnification by Sellexrs. Subject to the limitations set forth in Section 13.3
hereof, Sellers shall jointly and severally defend, indemnify and hold harmless Buyers and their
Affiliates, and thelr respective officers, directors or employees (collectively, “Buyer Indemnified
Parties”), from and against any and all claims, losses, labilities, damages, taxes, unclaimed
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property, costs (including court costs and costs of appeal) and expenses (including reasonable
attorneys’ fees and fees of expert consultants and witnesses) that such Buyer Indernified Party
incurs as a xesult of or with respect to:

$)) any inaceuracy, misrepresentation or breach of a reprcsentatlon o
wananty by Sellers under this Agreement;

(i)  any breach by Sellers of, or any failure by Sellets to perform, any
covenant ot agreement of, or requited to be performed by, Sellers under this Agreement;

(ii)any  of'the Exolﬁded Liabliities or Excluded Assets

(iv) the Ship Creek Discharge or Sellers’ acts or omissions while
performing theit obligations pursuant to Section 11,26; or

(v)  operation of the System, the Assets or Sellers generally prior to the
Effective Time, :

13,3, Limitations. Buyets and Sellers shall be lable under Section £3,1(i
Section 13.2(1) (f.e., for inaccuracies, misrepresentations and breaches of warranties), as
applicable, only when the cumulative total of all indemnification clalms exceeds Five Hundred
Thousand Dollars ($500,000,00) (the “Threshold Amount”), at which point Buyers or Sellers, as
" applicable, shall be liable for the full amount of such claims including the Threshold Amount.
Notwithstanding anything to the contrary herein, the indemnification obligations of Sellers with
respect to claims by Buyers arising under Section 13.2(i) and/or Section 13.2(il), with respect to
any and all claims arising under any or all of Sections 4.11, 4.12 (only as relates fo real property)
and 8.3, shall only apply when the cumulative total of any or all indemnification clalms exceeds
the Threshold Amount, .af which point Sellers shall be liable for the full amount of
indemnification claims including the Threshold Amount provided that the cumulative total of
linbility arising under Section 13.2(1) and/or Section 13.2(i1) with respect to any and all claims
artsing under any or all of Sections 4.11, 4.12 (only as relates fo real property) and 8.3 shall not
exceed, in the aggregate, the amount of Five Million Dollars ($5,000,000.00), less any credit(s)
against the Purchase Price granted to Buyer by Seller for any Cure Estimates (“Indemnification
Cap™). For avoidance of doubt, the Threshold Amonnt shall only be applied once with respect to
any and all indemnification claims of Sellets and once with respect to any and all
indemnification claims of Buyers regardiess of the nature of the underlying indemnification
claims, Notwithstanding anything to the coutrary, none of the limitations contained in this
Section 13.3 shall apply to any indemnification claims arising under Section 13.1(1) -or
Section 13.2(1) as a tesult of the infentional misrepresentation or fraud of Buyers or Sellers,
respectively. Buyers agree that prior to asserting any clait atising under any or alf of
Sections 4.11, 4.12 (only ag relates to real property) and 8.3 which are in the nature of a title
claim, ‘Buyers shall first file a claim and exhaust afl’ r1ghts and remedies against the Title
Company under its Owners Title Policy or its Leasehold Title Policy, as applicable. Buyets
acknowledge and agree that they shall not have a olaim under the warranty of title of the deeds,
which is separate and apart from the provisions and limitations of this Section 13.3.
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For avoidance of doubt, the parties acknowledge and agree that notwithstanding anything to the
contrary, thete is an aggregate single monetary cap of Five Million and no/100 Dollars
(%$5,000,000.00), being the Indemnification Cap dezcribed above, towards which Indemnification
Cap shall be counted: (A) any and all liabilities or obligations of Sellets arising under of pursuant
to Section 13.2(1) and/or Section 13.2(i) with respect to Sections 4.11, 4,12 (only as relates to
real property) and 8.3; and (B) any and all credits provided to Buyers at Closing pursuant to
either or both of Section 8.3(a), and Section 8.3(d), with respect to any Cute Fstimates.
Notwithstanding anything to the contraty, once the Indemnification Cap is reached, whether as
of Closing or afierwards, and whether by payment of indemnification labilities under
- Section 13.2(1) and/or Section 13.2(1i) with tespect to Sections 4,11, 4.12 (only as relates to real
property) and 8.3 or by credit against the. Purchase Price pursuant to Section 8.3(a) and/or

Section 8.3(d), Sellers shali have no furthet ligbility or obligations to Buyers under

Section 13.2(1) and/or Section 13.2(ii) with respect to Sections 4,11, 4.12 (only as relate to teal
property) and 8.3, except for claims arising under Section 13.2(1) as a result of the intentional
misrepresentation or fraud of Sellets.

- 13.4. Indemnification Procedures. All claims for indemnification by a Party entitled
to be indemnified under this Article 13 (an “Indemnified Party”) by Sellers or Buyer, as the case
may be (an “Indemnifying Party™), shall be asserted as follows:

"(a)  Notice of Claim. If an Indemnified Party becomes aware of any breach of
this Agreement by the Indemnifying Party, any claim or liability asseried by a third party against
an Tndemnified Party or any other basls for indemnification under this Article 13, which equals
or exceeds the Threshold Amount, if and as applicable, the Indempified Parly shall notify the
Indemnifying Party in writing of the same within thirty (30} days after becoming aware of such
breach or receipt of such written assertion by a third party of a claim or lability, specifying in
detail the circumstances and facts which give tise to such alleged breach or clait and the amount
or the estimated smoutt thereof to the extent then feasible, which estimate shall not be
conclusive of the final amount of such breach or claitn (“Clatm Notice”); provided however, that
the failure to provide the Claim Notice wili not refieve the Indemnifying Paity of habxhty, unless
and only to the extent that, such failure to provide the Claim Notice results in the loss of
substantive tights or defenses.

/

(b) - Notice Period, Except as otherwise provided in Section 13.4(¢) below,
the Indemnifying Party shall have thirty (30) days from the receipt of the Claim Notice (the
“Notice Period”) to notify in- writing the Indemnifled Party whether or not the Indemmnifying
Party (i) disputes the lability with respect to such claim or demand; (if) acknowledges, assumes,
and satisfies the claim or demand by the Indemmified Party; or (iif) with respect to claims or
obligations asserted by third pertles, desires, at its sole cost and expense, to defend the
Indemnified Party against such claim or demand pursuant to Section 13.4(c) below; provided
however, that Indemnifying Party shall not-be entitled to assume the defense of the Indemnified
Party unless the Indemnifying Party agrees in writing to accept the obligation to indempify the
Indemnified Party, If the Indemnifying Party does not notify the Indemnified Party within the
Notice Perjod that it disputes its Hability to the Indemnified Party, the Indernnified Party shall be
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liable for the amount of any liability desoribed or estimated in the applicable Claim Notice, as
such estimates are finally determined, -

(¢)  Third Party Claims; Control of Litigation. If any olaim or fability is
asserted in writing by a third party against an Indemuified Party which would give rise to 4 claim
under this Article 13, which the Indemnifying Party agrees to indemaify, the Indemnifying Party
shalf have the right to defend such claim and control the defense, settlement, and prosecution of
any litigation. If the Inderanifylng Party, within ten (10) days after notice of such claim, fails to
commence defense of such claim, the Indemnified Party shall (upon farther written notice to the

Indemnifying Party) have the right to undertake the defense, compromise, ot settlement of such -

claim on behalf of and for the account and at the risk of the Indemnifying Party, subject to the
right of the Indemnifying Party to assume the defense of such claim at any time prior to
seftlement, compromise, or final determination thereof Anything in this Section 13 4{c}
notwithstanding, (1) if there is 4 reasonable probability that a claim may materially and adversely
affect the Indemnified Party other then as a result of money damages or other money payments,

the Indemnified Party shall have the right, at fis own cost and expense, to defend, compromise,

and settle such claim, and (ii) the Indemnifying Party shall not, without the written consent of the
Indenmified Party, seitle or compromise any clalm or consent to the entry of any judgment which
daes not include as an unconditional term thereof the giving by the claimant to the Indemnified
Party of a release from all Hability in respect of such claim, The foregoing rights and agreements
shall be limited to the extent of any requirement of any third-party insurer or {ndemmitor, All
Parties agree to cooperate fully as necessary in {he defense of such matters,

N

(@  Mitigation, The Indemnified Patty shall take afl reasonable steps to
mitigate all labilities and claims, including availing itself as reasonably direcied by the
Indemnifying Party of any defenses, limitations, rights of conttibution, claims againgt third
parties and other rights at law, and shall provide such evidence and documentation of the nature
and extent of any liability as may be reasonably requested by the Indemnifying Party. ‘The
amount of any indemnification hereunder shall be reduced of reimbursed, as the case may be, by
any amount received by the Indemnified Party under any insutance coverage or from any other
Party alleged to be responsible therefor, The Indemnified Party shall use reasonable efforts to
collect any amounts available under such insurance coverage and frorn such other Parly alleged
to have responsibility, If the Indemnified Party recetves an amount under any such insurance
coverage or from such other Party subsequent to an indemniflcation provided by the
Tndemnifying Party pursuant to this Aricle 13, the Indemnified Party shall promptly relmburse
the Indemuifying Party for any payment made or expense incurred by the Indemnifying Party in
connection with providing such indemnification up to such amount received by the Indemnified
Party, Bach Party shall act in 4 comuercially reasonable manner in addressing any liabilities that
may provide the basls for au indemnifiable claim (that is, vach Party shall respond 1o such
liability in the same manner that it would respond to sych lisbility in the absence of the
indemnification provided for in this Agreement). Any request for indemnification of specific
costs shall nclude involoes and supporting documents containing reasonably detailed
information ahout the costs or damages for which indemnification is being sought.

67




,ﬂ
4]
oy

13.5. Exclusive Remedy; Set Off, The representations and warranties contained in or
made pursuant to this Agreement shall be terminated and extinguished upon the earlier of the end
of the Survival Perlod (hereinafter defined) or any termination of this Agreement, Thereafier,
none of Sellers, Buyers or any shateholder, partner, officer, divector, principal or Affiliate of any
of the preceding shall be subject to any Hability of any natire whatsoever with tespect to any
such reptesentation or warranty. Moreover, the sole and exclusive remedy for any breach or
inaccuracy, or alleged breach or inacouracy, of any representation and watranty made by Sellers
ot Buyers shall be the remedies provided by this Articls 13, Notwithstanding the foregoing, each
Buyer shall have the right to set off any amounts owed to it by any Seller under this Attiele 13
against any amounts owed by Buyers to. Sellers bereunder or agsist any other financial
obligations, commitments or labilities of Buyers hereunder; provided that Buyets shall first
provide written notice fo Sellers of fheir intention fo set off amounts owed under this Article 13,
Notwithstanding anything to the corfrary herein, Sellers shall first exhaust all remedies against
Buyers (other than PMH) under this Article 13 prior to pursulng any action agsinst PMH under

this Article 13 on account of PMH’s guaranty of Buyers’ obligations pursuant to Section 14,24

or of any joint and several liability of PMH with other Buyers hereunder,

13.6. Survival, All of the representations, warranties, covenants, and agreements made
by the Parties in this Agreement or pursuant hereto in any cettificate, insframent, or document
shall survive the consummation of the trapsactions described herein, and may be fully and
completely relied upon by Sellers and Buyers, as the case may be, potwithstanding any

investigation heretofore or hereafier made by any of them or on behalf of any of them, and shall

not be deemed merged into any instruments ot agreements delivered at the Closing or thereafier.
Notwithstanding anything in this Section 13.6 which may be fo the contrary, any claim, demand,
or cause of action with respect to a breach of any representafion or warranty made in this
Agreement (other than representations or warranties contained in Section4.1, Section 4.2,
Section 4.3, Section 4,12, Section$,1, Section5.2 and Section 5.3, which shall survive
indefinitely, and the representations or warranties contained in Section 4.8, Section 49,
Sectioh 4.13, Section 4,15, Section 4.17 and Section 4,23, which shall survive until four (4) years
. afier the Effective Time), must be made or brought, if at all, within eighteen (18) months after
the Bffective Time, provided, however, that any claim, demand, or cause of action with respect
to a breach of any represenfation or watranty mede in this Agreement involving frand or
intentlonal misrepresentation shall survive indefinitely, Notwithstanding the foregoing, the
representations and warranties relsted to the DB Pension Plan shall survive through the
completion of the plan termination process described in Section 2.4(c) plug thres (3) years. For
the avoidance of doubt, this Section 13.6 shall not affect any rights to bring claims after eighteen
(18) months based op (x) any covenant or agreement of the Partles which contemplates
performance after the Closing, (y) the obligations of Buyers under Section 13.1(if),
Section 13, 1(1i) or Section 13,1(Iv}, or (z) the obligations of Sellers under Section 13.2(i),
Section 13 2(iil), Section 13.2{iv} or Section 13.2(v), 'The period from the date hereof until the
last date on which a representation, warranty, covenant or other obligation survives pursuant to
this Section 13.6 shall be known as the “Survival Period.”
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4. MISCELLANEOUS.

14.1. Schedules and Other Instruments. Each Schedule and Exhibit to this
Agreement shall be vonsidered a part hereof ag if set forth heroln in full,

14.2. Additional Assurances, The provisions of this Agreeroent shall be self-operative
and shall not require further agreement by the Parties except as may be heroin specifically
provided to the contrary; provided, howevet, at the request of a Party, the other Party or Parties
shall execute such additional instruments and take such additional actions as the requesting Patty
may deem. necessary to effectuate this Agresment, In addition and from time to time afer
Closing, Sellers shall execute and deliver such other instruments of conveyance.and trausfer, and
take such ofhes actions as Buyers reasonably may request, mote effectively to convey and
transfer full right, title, and interest to, vest in, and place Buyets In legal and actual possession of]
any and all.of the Assets and the System. Sellets shall also furnish Buyers with such information
and doouments In their possession or under their control, of which Sellers can execute or canse {0
be executed, as will enable Buyess to prosecute any and all petitions, applications, claims, and
demands relating to or constituting a part of the Assets or the System, Additionally, Sellers shall
coopetate and use their best efforts to have their present directors, officers, and employees
cooperate with Buyers on and after Closing in furnishing infotmatlon, evidence, festimony, and
other assistance in connection with any action, proceeding, arrangement, ot dispute of any nature
with respect to matfers pertaining to all perfods prior to Closing in respect of the items subject to
this Agreement.

14,3, Congented Assignment.  Anything oontained herefn fo the contrary
natwithstanding, this Agreement shall not constitute an agreement to assign any claim, right,
contract, license, lease, commitment, sales order, or purchase order if an sitempted assipnment
thereof without the consent of the other Party thereto would constitute a breach thereof or in any
material way affect the rights of any Seller thereunder, unless such consent i§ obtained, Fach
Selter and Buyer shall use reasonable efforfs to obtain any third party consents to the fransactions
contemplated by this Agreement.

14.4, ' Consents, Approvals and Discretion. Except as herein expressly provided to
the contrary, whenever this Agreement requires any consent or approval to be given by a Party,
or whenevet 8 Party most or may exercise discretion, the Partles agree that such consent or
approval shall not be unreasonably withheld or delayed and such discretion shall be reasonably
exercised, _ . '

14.5.  Knowledge.

\

{a)  The phrase “to the knowledge of Sellers” and similar references to Sellers’
knowledge, as used in this Agreement, shall encompass (i) all matters with respect to which any
Seller has received written notice (including by electronie transmission), (ii)the actual
knowledge of each Seller’s officers and senior management, afier due inquiry, and (iii) the actual
knowledge of those persons listed on Schedule 14.5(a) hereto,
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by The phra,se “to the knowledge of Buyers” and similar references to
Buyers’ knowledge, 8s used in this Agreement, shall encorapass (i) all matters with respect to
which any Buyers has received written notice (including by elecironic transmissmn), (i1) the
actual knowledge of each Buyer's officers and senior management, after due inguiry, and (lii) the
actual knowledge of those persons listed on Schedyle 14,5(b) hereto,

14,6, Choice of Law. The Parties aptee that this Agreement shall be goveérned by and
construed in aocordance with the laws of the Commonwealth of Pennsylvania without regard to
. conflict of laws principles. Exclusive venue for any dispute arising out of thls Agreement shall
be the state or federal courts of the Commonwealth of Pennsylvania,

14.7. Benefit/Assignment. Subject to provisions herein to the contrary, this Agreement
shall inute to the bepefit of and be binding upon the Partles hereto and thejr respective legal
topresentatives, successots, and assigns. No Party may transfer or assign (via sale, change of
control of a Party, asset or stock purchase, operatlon of law or other method) this Aptreement
without the prior written consent of the other Parties.

14.8. No Brokerage. BExcept as set forth on Schedule 14.8, Buyers and Sellers each
represent and warrant to the other that such Parties have not engaged a broker in connection with
the transactions described herein, Each Party agrees to be salely liable for and obligated to
satisfy and discharge all foss, cost, damage, or expense arising out of olaims for fees or
commissions of brokers employed or alleged to have been employed by such Party,

. 14.9. Cost of Transaction. Except as otherwise specified hereln, including Section 6.5
and Section 7.2, whether or not the transactions contemnplated hereby shall be consummated, the
Parties agree as follows: (i) Sellers shall pay the fees, expenses, and dishursements of Sellers
and their agents, representatives, accountants, and legal counsel inenrred in connection with the
subject matter hereof and any amendments hereto; (if) Buyers shall pay the fees, expenses, and
disbursements of Buyers aud their agents, representatives, accountants and legal sounsel tncurred
in connection with the subject matter hereof and any amendments hereto; and (i) Sellers and
Buyers shall each pay one-half (1/2) of any applicable real estate transfer taxes, sales taxes and
other state and local taxes Incurred on account of the transfer of Assets hereunder, and Buyets
shall pay state and local recording fees and similar costs with respect to the trapsactions
contemplated by this Agreement. :

14,10, Waiver of Breach, The walyer by any Party of a breach or violation of any

provision of this Agreement shall not operate as, ot be construed to constitute, a waiver of any
subsequent breach of the same or any other provision hereof.
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14,11, Notice, Any notice, demand, or communication required, permitted, or desited to

be given bereunder shall be deemed effectively given when personally deliveted, when received

by receipted overnight delivery, or five (5) days afier being deposited in the Uniteci States mail,
with postage prepaid thereon, cettified or registered mail, return receipt requested, addressed as

follows:
Sellers:
Prior to the Bffective Tlme:

Crozer-Keystone Health System
Healthplex Pavilion II

100 Sproun] Road

Springfield, Pennsylvania 19064
Attention: Joan X, Richards
Presiclent and CEO

‘And

Crozer-Keystone Health System
Healthplox Pavilion 1L

100 Sproul Road

Springfield, Pennsylvania 19064
Attention; Donald Legreid, Esquire
Vice Pregident and General Counsel

With a simultaneous copy to:

Buyers:

Prospect Medical Holdings, Tnc.

10780 Santa Monica Blvd,, Suite 400
- Los Angeles, California 90025

Attention: Ellen J. Shin, Bsquire
General Counsel

With a simultaneous copy to:

After the Bffective Time:

Sellers will provide »prior to Closing |

Buchanan Ingersoll & Rooney, P.C.
Two Liberty Place

50 8. 16th Street, Suite 3200
Philadetphia, Pentisylvania 19102-2555
Attention: John R. Washlick, Bsquire

Stevens & Lee, P.C,

620 Freedom Business Center Drive, Smte 200
King of Prussia, Pennsylvania 19406
Attention: Thomas M. Tammany, Esquire
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or fo such other address, and to the attention of such other person or officer as any Parly may
designate, with coples thereof to the respective counsel thereof as notified by such Party.

14.12. Severabilify, ‘In the event any provision of this Agreement is held to be invalid,
illegal or unenforceable for any reason and in any respect, such invalidity, illegality, or
unenforceability shall in no event affect, prejudice, ot distutb the validity of the remainder of this
Agteement, which shall be and remain in fiyl} force and effect, enforceable in accordance with iis
fesms,

14,13, Intexprefation. As used in this Agreement, and unless the context requires
otherwise:

(a)  Refotences to Articles and Sections are references fo articles and sections
of this Agreement;

‘ (b) The terms “hereto”, “herewith™, “herein”, “hereby”, “hereunder” and
derivative or similar words refer fo this entire Agreenient;

(€  References to “include” or “inciuding” mean including but not limited to
or including without limitation;

(@  Rach Bxhibit and Schedule is incorporated in and made a part of this
Agreement by reference;

()  The gender of all words herein include the masculine, fominine, and
neuter, and the number of all words herein include the singular and phial; and

(®  The terms “will* and “shall” are used interchangeably in this Agreement
and the use of eitber term requires mandatory performance by the respective Party unless the
context clearly states otherwise.

14.14, Divisions and Headings. The divisions of this 'Agreement into sections and
subsections and the use of captions and headings in connection therewith are solely for
convenience and shall have no legal effect in consteying the previsions of this Agreement.

14,15, Risk of Loss. Notwithstanding any other provision hereof to the contrary, the
risk of loss in respect of casualty to the System or any of the Assets shall be borne by Sellers
prior to the Effective Time and by Buyers thercafter.

14,16, Affiliates. As used in this Agreement, the term “Affiliate” means, as to the entity
in question, any entity that direcily or indirectly controls, is controlled by of is under common
control with, the entity in question, As used in this definition, the term “control” mieans
possession, directly or indirectly, of the power to direct or cause the direction of the managetnent
and policies of an entity, whether through ownership of voting seeurities, membership interests,
by contract or otherwise,
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14.17. Material Adverse Effect, . As used in this Agreement, the term “Material
Adverse Effect” means an event, change or citcumstance which, individually or together with
any other event, change or clrcumstance would be -reasonably expected to have a material
adverse effect on the Assets (whether or not covered by insurance) or on the business,
operations, results of operations, prospects, or condition (financial or otherwisej of the Hospitals,
the business of, or the results of opetations of, the System or the Sellers, but excluding any event,
change or citcumstance attributable to: (i) general economic or political conditions; (if) either
Party’s discussions or negotiations regarding any collective bargaining agreement or any demand
or request for recognition of any labor organization; (iif) any action required or permitted by this
Agreement or any action taken (or omiited to be taken) with the weitten consent of ot at the
written request of Buyers; or (iv) the acts or omissions of Buyers,

14,18, Accounting Date, The transactions contemplated hereby shall be effective for
accounting purposes as of 12:00:01 a.m.,, Bastern Time, on the first calendar day of the month
immediately following the Closing Date, unless otherwlise agreed to in writing by Sellers and
Buyers, all in accordance with Section 3.1,

14.19. Ne Inferences, Inasmuch asthis Agreement is the result of negotiations between
sophisticated patties of equal bargaining power represented by counsel, no inference in favor of,
or against, either Party shall be drawn from the fact that any-portion of this Agreement has been
drafied by or on behalf of such Pasty,

14.20. No Third Party Beneficiaries, Bxcopt as otherwise provided in Section 14.21 of
this Agreement, the texms and provisions of this Agteement are infended solely for the benefit of
Buyers, Sellers and thelr respective permitted successors or assigns, and it is not the intention of
the Parties to confor, and this Agreement shall not confer, third-party beneficiary rights upon any
other person or entity,

14.21. Enforcement of Agreement. The Parties hereto agree that irreparable damage
would occur in the event that any provision of this Agreement is not performed in accordance
with its specific terms or is otherwise breached. It is accordingly agreed that the Parties shall be
entitled to an injunction or injunctions (without the need to post bond or other security) to
prevent breaches of this Agreement and to enforce specifically the terms and provisions hereof in
any court of competent jurisdiction, this being in addition to any other remedy to which they are
entitled at law or it equity. Without in any way limiting the remedies prescribed to the Parties
under this Section 14.21, and for purposes of clarification, the Parties agree and acknowledge
that, while not a Party to this Agreement, the Foundation shell be entitled to an injunction or
injunctions and any other such remedies fo which the Parties are entitled at law or in equity, but
only to prevent breaches of this Agreement and to enforce specifically the terms and provisions
hereof, -

14,22, Force Majeure. Whenever a period of fime is prescribed herein for action to be
taken by either Sellers. or Buyers, neither shall be liable or responsible for, and there shall be
excluded from the computation for any period of time, any delays due to strikes, riots, acts of
God, shortages of labor or materials, war, governmental laws, regulations or restrictions, or any
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other cause of any kind whatsoever which is beyond the reasonable control of either Sellers of
Buyers, as the case may be,

14.23, Entire Agreement/Amendment, This Apreement supetsedes all previous
contracts or understandings, including any offers, letters of intent, proposals or letters of
understanding, and constitutes the entire agreement of whatsoever kind or nature existing
between. or among the Partles respecting the within subject matter, except with respect to that
certain side letter (the “Side Letter”) signed by the Parties of even date hetewith permitting the
completion of certain Schedules within a specified time period after the Execution Date and
which shall be considered part of this Agreement. As between or among the Parties, o oral
statements or prior written material not specifically incorporated herein shall be of any force and
effect, The Parties specifically acknowledge that in entering into and executing this Agreement,
the Pasties rely solely upon the representations and agreements contained in this Agreement and
no others and no Pexty shall be entitled to benefits other than those specified herein, All prior
reptesentations or agreements, whether written or verbal, not expressly incorporated herein sre
superseded, and no changes in or additions to thls Agreement shell be recognized unless and
until made in writlng and signed by all Partles hereto. Notwithstanding anything to the contrary
herein, on or ptior to the Closing Date, Buyers shall be permitted to update, supplement, correct
and/or revise Exhibit B from time to time upon notice to Sellers,

14.24, PMH Guaranty, PMH hereby unconditionally and absolutely guarantees the
timely performance and observation of Buyers for each and every obligation, covenant and
agreement of Buyers arising out of], connected with, or related to, this Agreement or any ancillary
documents heteto and any extension, renewal and/otr modification thereof. The obligation of
PMH under this Section 14.24 is a continuing guaranty and shall remain in effect, and the
obligations of PMH shall not be affected, modified or impaired upon the happening from time fo
time of any of the following events, whether or not with notice to or consent of PMH:

(a)  The compromise, settlement, release, change, modification, amendment
(except to the extent of such compromise, sefflement release, change, modification or
amendment) of any or all of the obligations, duties, covenanty, or agreements of any Buyer under
this Agreement or any ancillary documents hereto; or

(b)  The extension of the time for petformance of payment of money pursuant
to this Agreement, or of the time for performance of any other obligations, covenants or
agreements under or arising out of this Agreement or any ancillary documents hereto ot the
extenslon or the renewal thereof,

14.25, Counterparts, This Agreement may be executed in two of tore counterpatts,
. which may be delivered by facsimile or electronic transmission, each and all of which shall be
deemed an original and all of which together shall constitute but one and the same instrument,

'14.26. Municipal Resale Certificates, To the extent required by applcable law, at
Closing, Seflers, at Sellers” expense, shall deliver to Buyers any resale or similar certification
required by any municipality in connection with the sale and transfer of the Owned Real
Property, To the extent required by aJpplicable law and to the extent issued by the municipality
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in which an Owned Real Property is located, at Closing, Sellers, at Sellers® expense, shall deliver
to Buyers, a cettification from the municipality in which the Owned Real Property {s located as
to outstanding notices of violations of any applicable laws, statutes, ordinances, and codes of

such municipality, Sellers shall be solely responsible for cowrecting, prior to Closing, any

violations identified by Buyer on any such certifications. Notwithstanding the foregoing, if
Sellers’ aggregate reasonable expenses assoclated with satisfying the requirements of this
Section 14,26 ate reasonably expected to exceed Five Million Dollars ($5,000,000.00) (the
“Code Violation Cure Amount™), then Sellets shall provide written notice thereof, including a
description of such expenses, fo Buyers and either Sellers or Buyets may terminate this
Agreement upon written notice to the other, which tettnination right must be exercised, if' at all,
within ten (10) business days of Sellers’ expense notice to Buyers, unless priot to the expiration
of such ten (10) business day period, Sellors'agtee, by written notice to Buyers, to assume
responsibility for payment of the Code Violation Cure Amount to satisfy the requirements of this
Section 14.26, at which point Buyers shall no longer have a right to terminate this Agreemeat.

[Signature page follows/
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BN WITNESS WHERIOT, intendiiig to be: lsgally. bound thsiely; he Purticy hatets
‘haveremused tills Agrevmipi o) bis xeotited i rtftipli-otiginalk by thelr authionizad:offioers,.all
45 of fho.dait first sbove wiften, ' -

'CROZER-KEYSTONE, HEATEH: SYSTEM:

By s Lol )
" Names Joan kG, Rickards * ~
Tifler  President and ChisfFrasutive Officer

PROSPEGT CROZER; LLC

By
© Natner -Samugl $ Lee
Titles Chief Bxeoutive Gfficer

PROSPECT MEDICAL HOLDINGS; ING,

By —
Namgy Sapmuel 3 Les
Titley Ehief Bxeoutive Offfcer-
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- IN WITNESS WHEREOR, intending to- be fogally poynd ‘theréby, the Parties hgreto
have- dansed tiis Ageeement to- be-exedutid i multiple: riginuly by. thelr. authotized pificers, ail
a5 of the date:Flkst above writen.

CROZER-KEVSTONE HEALTH SYSTEM

By B
" Name:  JognK,Richards .
Tile:  Predident and Chief Bxesutive Offiest

PROSPECT CROZER

, 7
7 By: £ %‘“’

Naey#ASaimuel 8. Lie
Titler” Chisf Bxpoutive Officer

LC

SROSPECT MEDICAYHOLBINGS, ING,

B}/:ﬁ et s
" Name: Struue! 8, Lee
Title: LhiefExeotrfive Officer

[Signnture Piige to Agset Purchasy Agresnient—Exestition Verston]
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Page 1

IN THE MATTER OF THE ACQUISITION OF
CROZER-KEYSTONE HEALTH SYSTEM
BY

PROSPECT MEDICAL HOLDINGS, INC.

Wednesday, May 4, 2016

Hearing, held pursuant to notice, at the James E,.
Clark Education Center Auditorium, Crozer-Keystone Health

System, One Medical Center Boulevard, Upland, Pennsylvania

19013, at 3:00 p.m. on the above date, before Charlotte F.
Marshall, a Court Reporter and Notary Public, in and for

the Commonwealth of Pennsylvania.

Veritext Legal Solutions
www.veritext.com 888-391-3376
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APPEARANCES:

X R U N

OFFICE OF ATTORNEY GENERAL OF FENNSYLVANIA
BY: PAMELA S, FINGERHUT, DEPUTY ATTORNEY GEMERAL
6  Charitable Trusts & Qrganizations Section
21 South 12th Street, 3cd Floor
T Philadeiphls, PA 19107
215.560.2757
§  pfingerhut@altorneygeneral.gov
Representing the C alth of Pettnsylvania

10
11 BUCBANAN INGERSOLL ROONEY, P.C.
BY: CATHLIN E. SULLIVAN, ESQUIRE
12 Two Liberty Place
50 South 16t Steet, Suite 3200
13 Philadeiphia, PA. 19102 -

215.665.5324
14 cathlinsullivan@bipc.com

Representing Crozer-Keystone Health System
is
18

17 STEVENS & LEE
BY: HARRIET FRANKLIN, ESQUIRE
18 620 Freedom Business Center, Suite 200
King of Prussia, PA 19406
19 610.205.60(4

Page 4
1 MS. FINGERHUT: Good afternoon. Thank
2 you ali for coming today. Thank you for taking the titne
3 to come provide testimony or o listen to the
4 information being provided.
5 The purpose of this hearing is to give
6 the citizens of Delaware County the chanee to bring to
7 oac attention any concetns they may have about the
8 sale of the healthcare assets of Crozer-Keystone
9 Health System to Prospect Healthcate.
10 Your input Js important to us because
11 it helps us represent the public's interests in the
12 charitable assets held and represented by
13 Crozer-Keystone Health System,
14 My name is Pamela Fingerhut. Lam a
15 deputy attorney general in the Charitable Trusts &
16 Organization Section of the Philadelphia Office of
17 Attorney General. T at hete today with Larry Barth,
18 who is a senior deputy attorney general, and senior
19 deputy attoshey general Mary Penny, who is outside
20 with the sign-in sheets,

5 Pamela S. Fingethut, Deputy Attorney General 4, 19,
Charitable Trusts & Organizations Section 50, 55
&
7 Joan Richards, President and CEQ, CKHS 8
8 Thomas Reardon, President of Prospect Bast 12
9 Mitchell Lew, M.D,, Prospect Medical Holdings, Inc. 50
10 “nn

{1 TESTIMONY OF: PAGE
12 Dr. Civistine Donohue-Henry 21
13 Dr. Kevin Caputo 23
14 Dr, Nathan Okechukwu 27
15 Dr. Danie} DuPont 30
16 Leslie Heygood, RN, 33
17 Kim Brounce, R.N. 35
18 Amy Cuffiran, RN, 36
19 Gail M. Whitaker, Esquire 39
20 Mayor Thaddeus Kirkland 42
21 Mayor Michael Ciach 46
22 Ms. Annette Pyati 47
23 Mr., Kenneth Covert 48
24
— )

B B et Medical Holdings, I 21 If anyone would like to make a
21 22 statement who is not signed in yet, I would ask that
i; R 23 you go back -- and we will be bringing, aiso, the
24 24 sign-in sheets in, but if anybody wants to make a
Page 3 " Page5
1 —-- 1 statement, if they go back and sign in. Actually,
2 INDEX 2 there's Mary Penny right there; she has the sign-in
3 A 3 sheets,
4 STATEMENT OF; PAGE

4 The Office of Atiorney General has

5 traditionally been charged with the parens patriae

6 responsibility for public charities in the State of

7 Pennsylvania, That means, the attorney general

8§ represents the public's interests in charitable

9 assets.
10 Specifically, in cases such as this,
11 where Crozer-Keystone Health Systera, a non-profit
12 charitable healtheare corporation, sells its
13 healthcare assets to a for-profit corporation such as
14 Prospect, the Office of Attorney General must review
15 the sale of transactions to determine whether:
16 Full and fair value is being paid by
17 the purchaser for the charitable assets represented by
18 the hospital. :
19 The hospital's records of all their
20 fiduciary responsibilities and exercise due diligence
21 in reaching their decision to approve the sale of the
22 hospital. This includes an assessment of the sale to
23 arm's length and free of self-dealing.

24 The sale is free of private inurement. |

2 (Pages 2-5)
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Page 6
1 In other words, we must review the fransaction and
2 ensure the sale did not involve promises of private
3 benefits to employees or directors in exchange for
4 their approval of the sale.
5 Specifically, our review will focus on
6 special options, perks, bonuses, contracts for work,
7 post-sale emplayment contracts, corporate loans,
& golden parachutes, high salaries or severance
9 packages, and other refated party tratsactions.
i0 Also, we examine whether or not the
11 sale negatively impacts the availability of healthcare

12 ip the Delaware Couaty area and the Philadelphia
13 region.
14 We also review all testricted

15 charitable funds so that they remain segregated and

16 dedicated to the restiicted charitable purposes,

i7 The law also requites that the selling

18 nonprofit organization in this ease, Crozer-Keystone

19 Health System, petition the Orphan's Court Division of
20 the Delaware County Court of Common Pleas and seek.
21 approval of the safe of its assets.

22 In such a proceeding before the

23 Orphan's Court, which will occur in the near futuie,

24 it will be the Couet's duty to make sure that the

Page 8
1 the transaction. Immediately following the overview,
2 we will call our fivst public speaker.
3 If there are no questions, I will eal)
4 ou first speaker, Joan Richards, President and CEO of
5 Crozer-Keystone Health Systent,
6 MS. RICHARDS: Thank you. Good
7 afternoon, everyone, 1'd like to begin by expressing
8 our thanks to the members of the Atlorney Genperal's
9 Office and 1o membezs of the health system commmunity and
10 our community at large, who have shown their interest in
11 the future of Crozer-Keystons Health System by attending
12 today,
3 Crozer-Keystone has been serving the
14 healthcare needs of the people of Delaware County for
15 miore than a hundred yeats. Our roots go back fo
16 Chester Hospital, founded in 1893; Crozer Hospital,
17 founded in 1907; and Delaware County Memorial
18 Hospital, founded in 1927,
19 Today we have grown into a system of
20 four acute-care hospitals, multiple outpatient
21 centers, and a large physician network. Not only are
22 we the Jargest healthcare provider in Delaware County,
23 we are the county's largest employer, providing good
24 jobs for more than 6,000 area residents.

| Page 7

1 charitable assets will be used for healtheare purposes
2 consistent with the purposes for which they were given
3 to the hospifel and are consistent with the prior
4 hospital’s charitable mission,
5 The Office of Attorpey General, having
6 reviewed the transaction, will then advise the Court
7 as to whether ot not they object to the transaction.
8 Does anybody in the audience have any
9 questions with regatd to the role of the Office of
10 Attorney General or the purpose of this hearing prior
11 to the beginning of the testimony?
i2 All rlght. If not, I'd like to
13 introduce some of the parties that are present today.
14 Today we have -- thank you ~ teday we
15 have here from Crozer-Keystone Health System,
16 President and CEQ, Joan Richards; and on behalf of
17 Prospect Healthcare, we have Dr. Mitchell Lew,
18 President of Prospect Medical Holdings, Inc.; Thomas
19 Reaxdon, President of Prospect East; and Jonathon
20 Spees, Senior Vice President for Mergers and
21 Acquisitions. We also have counsel for both parties
22 present here today.
23 We are going to proceed by having the
24 parties provide aut overview of the material ferms of

Page ¢
1 We ate proud of our health system, its
2 rich history, and its tradition of service to the
3 community, But we have also had to come to grips with
4 the statk reality of today's healthcare environment.
5 Healthcare is changing rapidly and
6 radically, The impact on not-for-profit heaith
7 systems like Crozer-Keystone has been protound.
8§ Costs, such as pharmaceuticals, have gone vup; payment
9 for sexrvices by insurance companies and governiment
10 agencies hay gosie down. The use of emergency
11 departments has increased, while inpatient volumes
2 have declined.
13 Crozer-Keystone Health System, like
14 other hospitals and hiealth systems across the United
15 States, have been caught ia a difficult squeeze. We
16 had to ask ourselves, could we continue to go it
17 alone? Could we meet our commutity’s health needs
18 while we struggled nnder severe financial pressure?
19 In 2014, our board decided that it was
20 time to scarch for a partuer that would enpable us fo
21 ilrive in the new health care environment and deliver
22, on our promise to the people of Delaware County, We
23 established firm criteria for such a partmership. We
24 simply would not consider a change unless we could be

—

3 (Pages 6~ 9)

Veritext Legal Solutions -

www.veritext,com

888-391-3376



Page 10
1 sure it woulkd position us fo meet our comnunity's
2 healthcare needs,
3 Our search was exhaustive, 'We looked
4 atmore than four dozen organizations. Out full board
5 met 13 times during this process, and our Board
6 Strategy Committee met 33 tlmes before Crozer-Keystone
7 identified Prospect Medical Holdings as the right
8 partner for us,
9 We are very excited about this
10 trausaction, parly because of the number of things
{1 that will not change as a resuft, None of the
12 hospitals will be closed or sold; the names of our
13 hospitals, outpatient centers, and the physician
14 network will remain, Key service lines with the
15 rules, services, obstetrics, neonatal intensive care
16 services, behavioral health, pediatrics, trauma and
17 burn, and emergency medicine will stay in place.
18 Our employees will keep their jobs at
19 the same salary they earn today, Our charity-care
20 policies, weliness, health education, community, and
21 medical education progtams will continue, We will
22 continue 1o provide key services to vulnerable
23 populations extending community bepeiits and
24 supporting medical education.

Page 11
1 We wil have aocess to a value-based,
2 accountable care infrastructure and capabilities that
3 will help Crozer-Keystone forther develop population
4 health management capabilities.
5 There will be a meaningful role in
& governance for local community repregentatives. At
7 the same time, the transaction with Prospect will
8 bring important new benefits to the community.
9 Prospect will make at least a $200
10 million investment In capital over the next five
11 years, allowing us to make needed facility and
12 equipment improvements. Prospect will assume the
13 liabilities, including ensmring that current and past
14 employees get the full benefit of their pension plan;
15 growth and leadership opportunities for employees will
16 expand; and 2 new foundation, the Crozer-Keystone
17 Community Foundation, will receive the net proceeds of
18 thie sale with the mission to support health, social,
19 and educationa) needs of our community.
20 Crozer-Keystone exists to fulfill its
21 mission to improve the health status of those we
22 serve. This transaction supports continued dedication
23 to that mission. Through our partmership with
24 Prospect Medical Holdings, we will be in # position to

Page 12
1 see that mission through with more resources, more
2 wherewithal, and justice {a our commitment to the
3 health of the people of Delaware County.
4 In short, we believe that this
5 {ransaction is the best thing that could happen for
6 our health system, our employees, our patients, and
7 the Delaware County community. Thank you very much.

8 MS. FINGERHUT: Thank you, Ms, Richards.
9 Qur next speaker is Tom Reardon, who is

10 President of Prospect East.

11 MR. REARDON: Good afternoon, everybody.

12 Again,  am Tom Reardon. I'm the President of Prospect
13 East

14 I'm actually from the Boston area, My

15 colleague fo the right, Mitchell Lew, is frots Los

16 Angeles, as is John Spees.

17 And T want to theank not only the

{8 Attorney General's Office for all of the hard work

19 they've done, byt afl of you for coming hete today,

20 We believe that all healtheare is local. And so as

21 much as we would like to be part of this community,
22 we'll never know the community as well as you do, and
23 so we value your input.

24 1 am going to do something I -- [ don't
M going g

Tage 13
1 normally do, which is I'm going to read a staternent.
2 This has to go on the record, so 1 apologize in
3 advance for that,
4 As you know, or as many of you know,
5 Prospect signed a definitive agreement with

6 Crozer-Keystone Health System on fanuary 8th, 2016,
7 whereby the Crozer-Keystone hospitals, physician
8 network, and other facilities and operations will
9 become part of Prospect’s healtheare network,
10 By way of background, Prospect was
11 established in 1996 and is a growing heaithcare
12 services company offering a unique and innovative
13 healthcare delivery model known as Coordinated
14 Regional Care, or CRC, which focuses on coordination
15 of care and population health management with a
16 specific emphasis on wellness and preventative care.
17 The CRC model helps coordinate quality
{8 personalized cave for patients through integrated
19 networks, primary and specialty physicians in

20 affiliation with hospitals, clinics, other

21 community-based providers, and heslth plans.

22 Above all, we at Prospect ure committed
23 to quality in all aspects of healthcare delivery,

24 including:

[ S s

SR—
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Page 14
1 Striving for the best possible patient
2 outcontes; maintaining the highest standards of patient
3 safoty; acting with integrity af all times; promoting
4 open commaunication; and collaborating to better serve
5 ihe healthcare needs of our communities,
6 Prospect currently owns and operates 14
7 hospitals with roughly 7500 ticensed beds as well as
8 40 clinics and outpatient centers. Prospect also
9 manages a provision of healthcare services for over
10 300,000 members enrofled in its networks of over 8900
11 primaty care and specialty physicians.
12 Our operations are located in diverse,
13 high-density population areas within five matkets in
14 California, Texas, Rhode Istand, and most recently in
13 New lersey. In addition to our Crozer fransaction,
16 Prospect has entered Info agreements with two
17 healtheare systems in Connecticut -« three hospitals
18 ~ with nearly 600 acute~care and over 100
19 subacule-care beds, and « total net revenue of over
20 $600 million.
21 In connection with its acquisitions,
22 Prospect has targeted high-quality hospitals and
23 health systems that can benefit from our capital, our
24 operating expestise, and implementation of our CRC

Page 16
1 management, furthering clinical and economic alignment
2 with physicians, aad improving physician access.

3 6. Growing healtheare service
4 offerings in the community.
5 7. Furthering value-based, accountable

6 care infrastructure and capabilities -~ that's the
7 population management that we do so well.
8 T think this is number eight,
9 8. Recognizing the upion relationships
10 that exist with Crozer. We believe having highly
11 skilled, satisfied, and motivated employees {s a
12 ecrucial factor in the delivery of quality healthcare,
13 'We will ook forward to working together fo achieve
14 mutual goals to that regard.
5 And then, 2 final goal, is ensuring
16 ongoing input from the community -- and we mean that
17 sincerely -- in the strategic direction of delivering
18 henltheare.
19 In pursuit of such goals, Prospeot is
20 committed {o keep Crozer-Keystone's mpatient
21 acute-care liospitals open, make capital investments in
22 the Crozer-Keystone system totaling at least $200
23 million over the next five vears, dramaticalfy
24 increasing the ability of Crozer-Keystone facilities

Page IS
1 mode! with the goal of ensuring that quality and high
2 value coutinues to be provided to the communities in
3 need.
4 Accordingly, with respect to
3 Crozer-Keystone, we will suppost a shared vision to
& deliver patient-centered guality care in an efficient,
7 cost-effective, and caring manner, meeting the health
8 needs of the communiiies historically served by
9 Crozer-Keystone. OQur goals include the following:
10 1. Continuing the mission and
11 commitment of Crozer-Keystone by providing key
12 services to vuliterable populations, extending
3 community benefits, and supporting medical education,
14 2. Defivering high-value care to the
15 community through a commitinent in practicing
6 evidence-based medicine and protocols,
17 3. Providing exceptional growth and
18 leadership opportunities for Crozer-Keystone's
19 employees.
20 4, Supporting strategic needs and
21 initiatives to ensure future growth and
22 sustainability,
23 5. Conlinuing strong medical staff
24 relatiopships, improving physician practice

—

o

Page 17
1 to modernize, attract more patients, and expand
2 services in the community, as well as making a $100
3 million contribution to the assets of Crozer's
4 underfunded defined benefit pension plan.
5 We have also committed to terminate the
6 plan within five years of our acquisition of
7 Crozer-Keystone and fully fund 100 percent of the
8 benefits 1o accordance with applicable laws after the
9 termination -- normally within 12 o 18 months.
10 We've also committed to the eritical
11 service linies, such as emergency department, trauma,
12 behavioral health, maternity, and pediatrics who will
13 remain in place or expand. We are an expansion
14 company, not a contraction company,
15 Moreover, Prospect will adapt
16 Crozer-Keystone's charity policies for at least five
17 years and fund wellness, health education, and other
18 community programs consistent with Crozer-Keystone's
19 past practices. Prospect will also maintain
20 Crozer-Keystone's quality assurance and performance
21 improvement programs, consistent with industry best
22 practices and with local board oversight,
23 Tn addition, Prospect will offer
24 employment for all Crozer-Keystone etnployees and
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What we mean by good standing s, if

6 you're not on the CMS exclusion list - for example,

7 ifyou conumitted fraud or you've stolen drugs or

8 something -~ if yow're not ost that list, yeu're in

9 gaod standing; you will be offered employment, And
10 there will be no changes in current medical staff
11 privileges or clinical appointments as a result of the
{2 trausaction.

‘We have committed to establish a local

We at Prospeet look forward to

22 completing the regulatory approval process and
23 consummating this affiliation with Crozer-Keystone.
24 Prospect seeks to build upon both Crozer-Keystone's

Page (8

1 management {n good standing, And what I mean by good
2 standing, I did come to 20 differept employse forums

3 over two days -~ a two-day peried, including in this
4 auditorium, on several occasions,

14 advisory board ~- and those local advisory boards are
15 usually 50 percent community members and 50 percent
16 physicians -~ to ensure ongoing, meaningful input from
17 local community and physician leaders on matters of
18 importance fo the health system and itg various
19 constituents, including, importantly, its patients,
20 physicians, and employees.

Page 20
} minutes to state his or fier comments or concerns wit
2 vegard to the transaction.

3 Only one person representing an

4 organjzation shall speak, and all speakers should try
5 to avoid repeating what has already been said.

6 However, if you're on the list and you'd Jike to come
7 up and say that you're in agreement or if there's

8 something you would like to add, you can do that, buf
9 would ask that the testimony not be repetitive. But

10 you can just join in somebody's earlier testimony to

11 keep this moving along.

12 My office, also, will accept written

13 testimony or any exhibits that anybody would like to

14 send to us by May 11th. Our addvess -- you can took

15 usup -- first of all, it's the Office of Attorney

16 General -~ Pennsylvania Office of Atforney General if

17 you want to find our address -- but our address is

18 Charitable Trust and Organizations Section, 21 South

19 12th Street, 3rd Floor, and that's in Philadeiphia,

20 And the ZIP is 19107, And, certainly, if you need oug

21 address after the hearing, feel free to come up to me,

22 and [ can give that out.

23 And Fm going to apologize in advance

24 if I skewer any names or can't read them. So l'm

6
7

12

14

20

24
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1 distinguished history of delivering high-quality,
2 compassionate care and the success of our Coordinated
3 Regional Care model, which has ttansformed and
4 improved healthcare delivery in communities across the
5 country. We are thrilled to be here, Thask you.

Page 19

MS, FINGERHUT: Thank you, Mr, Reardon.

We are niow going to heat from members

8§ of the public. Once again, if there's anybody who

9 would like to make a statement who hasn't signed up,
10 Ms. Peany's in the back with anothes ~ with the
11 sign-in sheet.

The ground rules for today's hearing

13 ave as follows:

Speakers will be first called from the

15 sign-up sheet in the order that they signed up, and
16 they should come up to the microphone right here to
17 speak. When they come up, if they could identify bim-
18 or herself and identify any organization they
19 represent or are speaking for,

When the speaker steps up to the

Each speaker will be given vp to five

21 microphone, if you conld please sfate your name and
22 spellit. We have a stenographer here today that is
23 goingto ~- is providing a {ranseript of the hearing,

. Page 21
1 going to call our first speakst. Our first speaker is
2 Dr. Christine Donohue. Thank you.
3 DR, DONOHUE-HENRY: Thank you, My name!
4 is Christine Donohwe-Heary. So that's D-o-n-o-heu-e,
35 hyphen, H-e-n-t-y. So thank you so much for having me
6 here today. 1am cnrrently the physician leader for
77 Primary Care Services fiere at Crozer-Keystone Health
8 System,
9 I'm a family medicine doctor, and 1
19 grew vp in Delaware County. [ came fo Crozer i 2009
11 because [ wanted to care for patients in the community
12 where § grew up and the community where 1 live with my
13 family.
14 So Crozer employs over a hundred
15 primary care physicians and advanced practice
16 clinicians. We also have g strong network of
17 independent primary care physicians that rely on the
18 care that we provide in our neute-care hospitals and
19 outpatient facilities.
20 We teain primary care physicians withia
21 our family medicine, internal medicine, and pediatric -
22 residency programs. And many of our doctors in
23 iraining come and establish their practices within our
24 33 primary care office locations throughout the
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Page 22
1 county.
2 As afamily medicine doctor, 1 strongly
3 believe in the idea of wellness and disease
4 prevention. Our clinicians work hard to try and
5 prevent illness by counseling our patients to stop
6 smoking, to exercise, and to do requived screenings
7 for cancer, and so on,
3 We also believe in the concept of
9 population health, So it's not just important to care
10 for the person in front of you in the office, but to
11 care for the community at large.
12 We believe in setting up proper
13 supports for our most critically ill and chronically
14 il patients that live in our community to have
15 healthier lives and stay out of the hospital.
i6 For all of these reasons, our Primary
17 Care clinicians are excited about the care that can be
18 delivered with Prospect. Prospect’s model of
19 Coordinated Regional Care is a healthcate jnnovation
20 that speaks to us and the values that we hold,
21 Coordinated Regional Care is a support
22 system for patients outside of the hospital sefting
23 that includes practice-based nurse practitfoners,
24 health educators, tocal pharmacists, social workers,

—
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[ the not-acute care fiospital in the health system. Y'm
2 also the director of a specialty network - the
3 Specialty Physician Network -- which includes women's
4 health, surgery, medical subspecialties, and behavioral
5 health.
6 I've been here for 29 -~ almost 30
T years, and I came on that train in Philadelphia
8 because 1 thought that Crozer, in particular, was a
9 place that took care of its community and would allow
10 me to utilize my skills as a psychiatrist to help the
11 corumunity that we live in. And 29 years later, that's
12 been very, vety trae.
13 We've been able to treat a wide array
14 of patients, and we've been able to expand our
15 behavioral health services, So I speak on behalf of
16 the very vulnerabls, fragile population that needs a
17 community steward, and Crozer has been that communiiy
18 steward.
19 The health center that we'te ~- of
20 which we're an anchor providet, has been around for
21 over 50 yeats, and Crozer hias been what's called a
22 base setvice unit, playing a very integral part in
23 treatment of behavioral health patients,
24 We currently have partnerships with the

Page 23
{ and home-based care that give that extra level of
2 support services that can't be accomplished within 3
3 15-minute office visit. We belleve this model has the
4 potential to itnprove the health and welf being of
5 patlents to a greater extent thun {raditional care.
6 This is a pivotal time in healthcare in
7 our country as we work to be more fiscally responsible
8 and give better care to our patients before they're
9 admitted with the heart attack or the stroke, Whife
10 we will always need strong acute-care hospitals for
11 back up, Prospect's model of Coordinated Regional Care
12 will provide more boots on the ground o care for our
13 patients and keep them healthier.
4 As the clinical leader of Primary Care
15 at Crozer, I'm excited to see the even greater fmpact
16 we will have on our communily and the health of those
17 around us. Thank you.

18 MS. FINGERHUT: Thank you. Our next
19 speaker is Dr, Kevin Caputo,
20 DR. CAPUTO: My nasme js Dr. Kevin Caputo,

21 C-a-p-u-t-o, and I have a fong history with
22 Crozet-Keystone Health System. 1 curtently am the
23 chairman and vice president of Psychiatry and Behavioral

24 Health. ] am also the president of Community Hospital,

Page 25
{ Office of Behavioral Health and the connty school
2. systems and other providers in the area {o provide a
3 rich netwotk of behavioral health treatments for this
4 vulnerable population.
5 In mental health, we have 2 variety of
6 different services that we provide in both adule,
7 child and adolescent, getiatric, and psycho-social
8§ rehab, which is the most fragile of our patients,
9 patients that have been institutionalized and come out
10 of the state hospitals,
13 We also do school-based treatment and
12 have partnerships with the Chester-Upland School
13 District and the Delaware County Intermediate Unig,
14 and we see over 57,000 visits a year in the mental
15 health side.
16 . On the substance abuse side, we also
17 have an aceess cenier where we have patients that come
18 infor a fevel of care detertination, and we're able
19 to iriage the patient to the approprinte setting.
20 Sometimes the appropriate setting is one of our
21 acute-care hospitals, and sometimes it's an outpatient
22 setting, We have a methadone program, and we have an
23 intensive outpatient program for our very vulnerable
24 substance abuse patients.
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1 We also have a unique program that is

2 really the heart and soul of the community of

3 behavioral health, in which we have intensive case
4 managers that are out in the sircets faking care of
5 these patients and linking them with medical,

6 psychiatric, and soefaf services. And that is really

8 fragile population,
9 We have inpatient treatment, and we
10 have crisis treatment, which is a psychiattic

13 of a local nursing home. We have the geriatric

16 able to take care of a popuiation thai's underserved,
17 We provide a ot of psychiatric
18 services as well in terms of psychotherapy services

20 our heart and soul {s in the Chestet -- the
21 Crozer-Chester and Crozet-Keystone comnmunity.
22 We're excited about the advent of

Page 26

77 important that we niaintain that level of care for this

11 emergency room, and we recently opened up Fair Acres
12 Rejuvenations Program, which is on the grounds of 3 -~

14 psychiatry unit taking care of that population, That
15 was a partaership with the county, in which we were

in

19 collaborations across the whole Philadelphia area, but

23 working with Prospeot because Prospect is aware that
24 when you treat a patient, you're not just treating the

Page 28
1 goal of providing high-quality care and ensuring
2 pailent safety, engaging in quality and improvement
3 initiatives.
4 Additionally, we, the medical staff,
5 are an integral partnet in the provision of graduate
6 medical education. To accomplish these roles, we have
7 two categories, Thete's two issues that I want to
8 tallc about, which is, providing the high-quality care
9 and providing the graduate medical education.
10 Under our patient safety quality
11 umbrella, we've created a robust eredential and
12 ongoing platform that ensures that physicians that we
13 have admitted into our medical staff family right here
14 are competent, capable, and qualified to provide
15 high-quality care to our patients, and we guard this
16 very jexlously.
i7 Within the first six months of an
18 appointment, every physician is subjected to a Focused
19 Professional Practice Bvaluation that assesses in real
20 time the individual physician's ability to previde the
21 care that he or she was eredentialed to perform.
22 Additionally, after appointment, we
23 have a process called the Ongoing Professional
24 Practice Byaluation -- or the OPPE -- that ensures

1 physical symptoms, you're treating the patient as a
2 whole, and we're eager to collaborate with primary
3 cate colleagues in treating the petient and in the

4 Coordinated Regional Care model,

5 1 want to thank you today for alfowing

6 me to speak on behalf of this vulnerable, fragile

7
8
9

you.

17 and the chair of medicine of the same institutions,
i8 In my position as the president of the

19 medical staff, I chair the Medical Executive Counc
20 which is a primary governance committee for the
21 miedical staff. The MBC -~ Medical Executive

23 key leadership decisions related to medical staff
24 policies, procedures, and rules, with the ultimate

Page 27

patient population and tell you about my excitement in
joining the Prospect Medical Holdings team, Thank

10 MS. FINGERHUT: Thank you, Our next

11 speaker is Dr. Nathan -

12 DR. OKECHURWU: Okechukwu,

13 MS. FINGERHUT: Thank you.

14 DR. OKECHUKWU: Hello. ! am Dr. Nathan
15 Okechukwu, O-k-e-c-h-u-k-w-u, [am the pregident of

16 the medical staff of Crozer, Springfield, and Taylor,

il,

22 Commiftee -- with input from the medical staff, makes

Page 20
1 that we are following pre-identified and
2 specialty-specific quality and practice metrics,
3 Through our rebust practice improvement
4 committees, peer review is also performed. And all
5 the peer review committees report up 10 olr Medical
6 Staff Quality Committee -- a subcommittee of the MEC,
7 which I chair, which reviews afl the peer review cases
8 and ensures that all OPPEs and FPPEs are being
9 perfosmed accordingly.
10 Physicians are also provided ongoing
11 medical opporfumities by our CMEs, whick are funded
12 and supported jointly by the medical staff and the
13 institution at targe. Under the project medicat
14 education umbrella, we have a total of ten superb -
15 residency/fellowship training programs: internal
16 medicine, emergency medicine, pediatcics, family
17 medicine, podiatry, GYN oncelogy - OB/GYN obstetrics,
18 1iransition iaternal medicine, osteopathic program,
19 sports medicine fellowship, and through Temple
20 University, we also provide a geratric fellowship
21 program.
22 These programs are not only vitaf for
23 the Jarger goal of providing training for our nation's
24 physicians of fomorrow, but our inmediate neighborhood
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Page 30
1 of the Greater Philadelphia aren alse benefits
2 immensely when their graduates who are often hired to
3 practice in hospitals and practices around us.
4 For example, a number of our
5 hospitalists from our Internal Residenoy Program come
6 from our Internal Residency Program, and also some
7 physicians that have been admitted o our geriatrios
& practice and Community Primary Care Network,
9 In summary, our expectation in the new
10 venture -- the new wotld that we're transitioning
11 itto -- based on my interactions with representatives
12 from the Prospect compatiy, we've been reassured and
13 believe and expect that all these initiatives and all
14 these mission -- door missions - would continue and
15 be immortalized moving forward. Thank you,

16 MS. FINGERHUT: Thank you. Next we have
17 Dr. Daniel DuPont.
18 DR. DuPONT: Hello. My name is Dan

19 DuPont, D-u-P-o-n-t, I am the associate chair of

20 Clinical Medicine for Taylor and Springfield Hospital

21 and Crozer-Chester Medical Center. Lhelp Dr,

22 Okechukw, I have practiced pulmotiary and critical care
23 medicine at two of the acute-care hospitals, Tayloy

24 Haspital and Springfield Hospital,

Page 32
1 1was an inpatient here seven montlis ago at one of the
2 hospitals. I feet vety comfortable with the kind of
3 care that Crozer-Keystone Health System has provided
4 for not only our community, but for my family.
5 Quality care -- and the word quality
6 has been brought up quite a bit - is paramount. And
7 quality care is something that is being challenged
8 constantly in our country, constantly in our state,
9 and constantly in our community and js being
10 guestioned even within our bealth system as we move
11 forward.
i2 1 feel very comfortable thal the care
13 has been high quality, reliable, and state of the art,
14 to the point where, going forward, I will be very
15 comfortable with turning to the hospital, I hope L
16 don'thave to. I'ny very comfortable having my family
17 treturn to the hospital, and I hope to have some more
{8 grandchildren, and I'd be very happy if they were born
19 here as well.
20 So, with that, [ would just simply
21 continue to endorse what has been a journey that1
22 have taken with My, Reardon, with Dr. Lew, with
23 Ms, Richards, and with the board. They got us where
24 we are today, and I feel very comfortable saying that

Page 31
i The first thing T want to do {s turn
2 and say hi to the audience, because I hate having my
3 back to anyone.
4 [ am also involved in the Caring Board
5 of Keystone Health System, and I am also on the
6 Strategy Conmnittee that met 33 times since 2014 jn an
7 effort to get where we are today. [ also am in the
§ Quality and Patient Safety Depurtment within the
9 health system.
10 So I have been here for 33 years. [
11 came here, like D, Donohue-Henry and Dr. Caputo,
12 fresh out of my training in Philadelphia, and I've
13 been here ever since, And our pracfice is an
14 independent practice. So network physictans are
15 independent physicians; we work together.
16 I'm on the board, 1 represent over 640
17 physicians and their best interests, and I'd like to
18 say that my comments in the next few minutes will be
19 sepresenting those physicians.
20 So { have five children; I have three
21 grandchildren. Every one of my children has had care
22 at Crozer-Keystone Health System Hospital one way or

—

23 another, A few of my grandchildeen were born in the 23 Prospect plans to invest $200 miltion info this
24 acute-care haspitals. I have had personal cate here. 24 healtheare system, how muclh of that will be earmarked

Page 33
1 this will be the best path forward for the health
2 system,
3 i closing, T will be happy to come
4 back te this microphone if anything comes up later in
5 this session that will require some questions to be
6 answered for you. ! thank you for your time.

7 MS. FINGERHUT: Thank you. Qur next
8 speaker is Leslie Heygood.
9 MS. HEYGOOD: Good sfiernoon, everyone,

10 My name is Leslie Heygood, that's H-e-y~g-o-o~d. And
11 I'm a resident of the city of Chestet, and It alsc a

12 27-year emplayee of the Crozer-Keystone Health System.
13 I currently work on the surgical iranma unit here at

14 Crozer. Iam also the president of PASNAP, the local
{5 nurses union here at Crozer,

16 T fully understand that the acquisition

17 of the hospital must take place. Icome 10 you with

1§ many concesns. I would like to know, what is your

19 vision for this health system and the many communities
20 that it serves? We cannot afford to fose any of our

21 serviges that we provide for this community.

22 While it is my understanding that
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1 for bodies more sadly at the bedside?
2 What is your commmitment to safe
3 statfing levels? What is your commitment to providing
4 supplies and safe working commihment for your staff?
5 What is your commitment to keeping all of our
6 hospitals open to serve their comtnunities with all
7 services intact? How do you ~- how will you work with
8 the staff to move this hospital into a new direction
9 where our ideals and opinions are valued?
10 T understand that you are a full-profit
11 organization, but we are here for our patients and
12 their families. They need and deserve to have their
13 hospital to stay intact and improve on the services
14 provided to them at affordable prices, We are not the
15 richest community, but that does not mean that they
16 desetve less when it comes to their heglthcare needs.
17 We are the only trauma hespital in
18 Delaware County. 1 cannot emphasize to you the impact
19 these services have on our community of Chester and
29 beyond our Delaware County border. Their remarkable
21 work speaks for itself.
22 So Yask for you to costte, Dr, Lew and
23 Mr. Reardon, come onto the floors and meet the staff’
24 and meet the soul - the heart and soul -~ of the

Page 34
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1 grateful for it -~ but the question is, how much of
2 that money will came here to Chester and not go ouf to
3 Haverford and all of the places that are being
4 promoted for what Crozer is to be ~ Brinton Lake and
5 those places?
6 We are the biggest hospital, we provide
7 the most speciatized services, and yet it is like
8 working on the battlefield when you go to find
9 equipment; it is not there. We can call down, we can
10 run around the hospital, but we cannot find what we
11 need. _
{2 And s0, for me and my family, we will
13 be at Saint Francis or at Christiana until | feel that
14 it s safer to be a patient here. 1think I would get
15 care because U'm an employee, as De. DuPont wes, but
16 for the average patient, they're not getting the care
17 that could be provided by other hospitals around this
18 locality, Thank you.
19 MS, FINGERBUT: Thank you. Our next
20 speaker is Amy Cuflinan.
21 MS. CULLINAN: Good afterncon, My name's
22 Amy Culiinan., Ceu-l-i-i-n-a-n. 1am a nurse on
23 maternity here at Crozer. I have been here for 30
24 years. Ichese to come fo this hospital because of its

Page 35
1 Crozer community health system, all of the employees
2 that work here, Thank you for your time.
3 MS. FINGERHUT: Thank you.
4 The next speaker is Kim Brown, |
5 apologize, 1 probably --

6 MS. BROUNCE: Close enough.
7 MS. FINGERHUT: Okay.
3 MS. BROUNCE: Hi. My name is Kim

9 Brounce, B-r-o-u-n-c-e, Thave been a nurse here since
10 1979. And while I share a Jot of the same history as
i1 Dr. DuPont, I am seeing it from a different side. 1,
12 too, was born here. I used to bring my family here.
13 But 1 no longer do that,
14 The efforts that go in to be able to
15 provide good quality care at the bedside is killing
16 the nurses that work within the system. We don't get
17 breaks; we don't get neh; we work with substandard
18 equipment. The monitors that J wosk with are the same
19 monitors that were installed in the unit in 1981, You
20 can imagine that n lot has happened technology-wise
21 since those monitors were atfached to the walls of the
22 trauma unit, '
23 So I, too, look at alt of the money
24 that's going 10 be invested -- and we are very

Page 37
1 reputation and how the community sees the hospital. T
2 have remained here, and [ plan fo retire here.
3 There ate some issues, and I know
4 staffing hag come up. T would ke to just discuss
5 that a little bit, and -~ I'mt just going to read,
6 if -~ if you'll excuse me for doing that.
7 Appropriaie nurse staffing is critical
8 for patient safety and weil being. Inadequate
9 staffing is known to influence the outcomes of heart
10 attacks, falls, med errors, as well as overalt
11 imortality. This s a fact and has been documented in
12 many studies for years.
i3 Understanding -~ understaffing also
14 depletes morale leading to higher lovels of
15 absenteeism and staff turnover,
16 Many times on my unit, which is
17 maternity, we ate left with barebones staffing, and
18 ratios of 9 and 10 patients per nurse with no tech and
19 a secretary that we have to share with labot and
20 delivery. This is not only dangerous and unsafe, but
2{ unacceptable. '
22
23 solution to nurse staffing. There are many factors
24 involved that differ from institution to institution.

There is not i one-size-fits-ail
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Page 38
1 Crozer's budget-based staffing model is just not
2 working,
3 You must take into account such
4 vatiables as patient acuity and aacillary suppost,
5 both of which are igtiored ont a.daily basis at Crozer.
6 Itis more than a numbers game. We are continuaily
7 left with skelefon staffing based on our numbers.
8 When advocating for more staff for safe patient care,
9 il falls on deaf ears, We are then left with doing
10 the best we can.
t1 In recent years, we have endured the
12 climination of critical care team members, such ag
13 admission nurses, ID team, phiebotory, EKG
14 technicians, along with a serious decrease in
15 respiratory therapists, patient care techs, and
16 secretaries. This has had a direct impact on nursing
17 and patient care. Nurses are now expected to carry
18 out those duties.
19 Staffing conditions affect the quality
20 of nursing care and patisat outcomes perjod, Working
21 long hours with inadequate staffing affects nurses’
22 health and increases the risk of lnjury. Moteover,
23 for every one additional patient added to a nurse's
24 workload, there is a 7 percent increase in hospftal

Page 40
{ services provided by Crozer Hospilal.
2 Through the years, I have been
3 associated with the system through working with the
4 Delawars County mental health and drug and alcohol
5 programs, through programs for intants and children,
6 community bealth, and education programs, and for the
7 last several years, as a member of the Crozer-Keystone
8 Health System Board of Ditectors and Health Services
9 Board, '
i0 1 have come to learn bow our system £s
i1 designed to operate to the benefit of our communities
12 and how it matiaged to meet the healthcare needs of the
13 communities that we serve.
14 The entire CKHS staff and the Board of
15 Ditectors are committed to the CKHS system., We are
16 aware of the community's needs. The entire system has
17 made ongoing effort, separate and united, for more
18 than a hundred years, and has showed me that nonprofit
19 hospitals with dynamic leadership could provide
20 high-quality medical care, healtheare education, and
21 diverse commuunity services. That is, such a system
22 conld have -- could do those things untif unforeseen
23 changes impact the systems like ours to the point that
24 we were fotced to realize that if our communities were
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1 mortality.

2 The nurses at Crozer are hopeful that

3 Prospect Medivat Holdings will listen to our ples for

4 improved staffing and make a commitment o the

5 patients and nurses for safer staffing. We needa

6 combination of staffing methods tailored to our

7 specific needs and patient base here at Crozet.

8 The budget-based medel we curvently use

9 is not sufficient on its own, With improved siatfing,
10 our patients will be assured that they will receive
11 the best care possible with positive patient outcomes,
12 This will lead to improved patient satisfaction at
13 Crozer and Crozer-Keystone Health System as a whole.
14 Thank you.
i5 MS., FINGERHUT: Thank you. 1 don't know
16 if anybody wonld Jike to address anything? No? Okay;

17 okay.
18 So our next speaker Is Gail Whitaker.
19 MR. WHITAXER: Good afierncon. My name

20 is Gail Whiteker, W-hri-t-a-k-e-t. 1 am currently the
21 chairman of the Health Services Board for

22 Crozer-Keystone Medical Systetit.

23 From that day in 1959 when my appendix
24 was removed, I have appreciated the healtheare
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1 to have ongoing healthcare, it would have to be

2 provided by something that I never thought T would

3 welcome to Delaware County, a private healthcare

4 corporation.

5 T've looked at the agreement reached

6 for Prospect’s purchase of our health system. I see

7 that Prospect has agreed to continue our mission.

8 They have agreed fo take on those obligations that we|

9 have incurred over the years for employes pension,
10 continue the employment of our excellent staff,
11 continue the emphasis on our key service areas,
12 continuance of our medical education programs, and
13 continued use of the historic names of our acute-care
14 hospitals. That Prospect has also agreed to a
15 continued role for jocal community representatives in
16 their system of governance is further assurance that
17 the needs of our communities wilf be met.
18 T believe firmly that healthcare is a
19 right. 1 believe even more firmly, however, that the
20 people of our communities must have excellent
21 healthcare in order to survive. And because of the
22 hole inio which nonprofit providers across the nation
23 bave been driven, if excellent healthcare is to
24 continue o be provided to our communities here in

J
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1 Delaware County, I guess we are fortunate to have

2 found and to have joined with Prospect Medical

3 Holdings. Thank you.

4 MS. FINGERHUT: Thank you. Qur next

5 speaker is Mayor Thaddeus Kirkland.

6 MAYOR KIRKLAND: Good afternoon, I'm

7 Thaddeys, T-h-a-d-d-¢-y-s, Kirkiand, K~j-r-k-l-a-n-d.

8 Good afternoon, and T guess I'm addressing you as mayor

9 and a state representative and also mostly as a pastor
10 as well, because I wanted to talk about whaf the Bible
11 says when it says, “What you do for the least of these,
12 you also do unto me.”
13 And T want to weleome you. Thisisa
14 bittersweet moment here in the cammunity.
15 Bittersweet. Bittet because we will no longer be able
16 1o see the signs of Crozer-Chester Medical Center that
{7 have hung for so -~ so many years and have done 50
18 much within our community. But sweet to understand
19 that there's a new development, a new partnership, a
20 new relationship coming to our community to provide
21 services to all. And 5o, let me just start off by
22 saying - saying, welcome.
23 We -- I'm probably one of the persons
24 - ['ve bad the pleasure of being an employee here af

Page 44
1 that is an elderly community, a community that -~
2 well, there's some -- there's some health issues and
3 serious problems within our communities that whereby
4 we need the service of ambutances.
5 The hope is -~ and I heard the other
6 things that were going to be stifl in place ~ f'm
7 hoping that the ambulance service will still be in
& place; and, if not, you will give us enongh fime so
9 that we might prepare ourselves as a city to provide
10 those setvices for the constituency. They desperately
11 need those services, and there's no way that we can
12 belp them by -- by discoutinuing those services,
13 So if that is something that is not
14 going to be, if we have enough time o know so that we
15 can -- we can prepare as a community, it would be
16 greatly, greatly appreciated.

17 Taxes, Thank you. (Laugher)
18 Hatlelujah, (Laugher)
19 Thank you very much. And locking at

20 this, it says, comnrunity, you have the distinction of
21 being in two communities, And so we -« we applaud
22 you; we appreciate you; and we wait for your first fax
23 payment -- (laughter) -- with bated breath.

24 So we -- we thank you, we thank you in

Page 43
1 Crozer prior to me becoming an elected officiaj, 1
2 worked in what we call the Family Planning Division of
3 Crozer Hospital, And that division dealt wifh young
4 mothers, mothers-to<be, and T was in outreach, working
S with HIV counseling -- HIV and AIDS counseling,
6 And 50 when | looked at the portion
7 that says, “key lines of services including women's
8 services, abstetrics..." and so on and so forth, it
9 said five years -- for at least five years, "What you
10 do for the least of these, you do also unto me." And
11 so I'm hoping this is going to be a continned service
12 for so many needy persons in this - this community
13 and the surrounding area.
14 I'm also hoping -~ because T heard you
15 say that youy wanted input from the community. One of
16 the ways we can give that input is if there is another
17 forum -~ another setting -- where we sit down and heay
18 from those folks that get off work at 5 o'clock. And
19 have an opportunity for them ¢o not only meet you and
20 welcome you, but for you to have an opportunity to
21 explain to them what services and benefits will be
22 coming their way, by way of Prospsct. That would be
23 greatly appreciated.

24 The other thing {s, we have s connnunity

Page 45
1 advance in that area,
2 This s a great community to -~ to be
3 in, no matier what fs said from the outside. They do
4 have hard working people here. You've hieard from the
5 nurses and the doctors. They have dedicated their
6 lives to this conmunity and this hospital. And there
7 is no other place that I'd rather be than in this
8 community and representing this comamunity. And you
9 will find that 3f you open up your hearts and your
10 eyes and your ears to the comments and concerns of
11 each and every one that has come before you that you
12 will find a workforce second to none.
i3 I also want to recognize with me today
14 members of the Chester City Council, Councilwomar
15 Blizabeth Williams and Councilman Nifa Nichols. We
16 want to say welcome, and we look forward to your tax
17 doliars. (Laugiier)

18 MS. FINGERHMUT: Okay. Thank you.

19 That concludes my list. Mary, is

20 there -- do we have uny additional?

21 MS. PENNY: If anybody would like aiso to

22 speak today, just come and see e, aod Pl put your
23 name on the list, :

24 MS. FINGERHUT: T'd like to call up Mayor®
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{ Michael -- is it Ciach?
2 MAYOR CIACH: Thank you. I will keep my
3 comments -- I appreciate ~- I apologize in advance, T
4 had p liitle procedure today. But I just wanted to --

5 UNKNOWN MALE SPEAKER: Here?

6 MS. FINGERHUT: Would you mind ~-

7 MAYOR CIACH: Yes. (Laughter)

8 MS. FINGERHUT: -~ could you spell your
9 last name?

10 MAYOR CIACH: Yes, i's C-i-a-c-h. I'm

11 the mayor of Upland, where Crozer actually does reside.
12 And to my esteemed colleague, not too fast. I didn't

13 serve my final service, (Laughter)

4 While [ wanted to actually convey I'm

15 very anxious o see you, and you cunnot imagine how
16 uch a transaction like this will affect our smalf

17 Borough of Upland, We have 3300 residents, and at any
18 given time, we double or triple that in ~- in the day,

19 depending on what's going on here at Crozer. So ~-

20 and obviously, that adds to our resources in Upland,

21 * So we have been able to - and I - my

22 history with Crozer, at least within the borough

23 goverament, has been for the last 25 years, and we've
24 always been able to maintain a very strong worldng

Page 48 -

1 community partaerships and programs and services?

2 I'm also concerned, being a resident

3 here and having most of my family here, of the quality

4 of care ~- healthoate that will continue to take place

5 here at Crozer. I got my mom stilf [iving, and I want

6 to make sure she stays a long time. (Lavghter)

7 So my main - and also, T just want to

8 make sure, we -- we partner with Crozer for a fot of

9 programs for our young folks, and 1 want to make sure
10 that you guys sit down at some point in time - just
11 like the mayor mentioned - have some type of forum
12 for the community partners - our cutrent community
13 pariners with Crozer -~ o that you can present your
14 plan to the community as to what, your -~ you know,
15 pur involvement will bg in the future.

16 And most of your things on this list

17 have a five-year timefvame, What happens after that?
18 Thank you,

19 MS. FINGERHUT: Thank you.

20 MR, COVERT: My name {s on the list.

21 MS, FINGERHUT: Okay,

22 MR. COVERT: Good afiernoon. My narne is

23 Kenneth Covert. I'm an assoolafe community health
24 navigator for Keystone First,

Page 47
1 refationship with Crozer, and I hope that would
2. continue going forward.
3 So I am anxjous to find out more
4 details about the trangaction and also share the
5 sentiment of my esteemed colleague, the mayor, and I
6 look forward to more economy, Thank you,

7 MS. FINGERMUT: Thank you, Isthere
8§ anyone else?
9 T watt to say, [ really appreciate all

10 the speakers -- oh,

11 MS. PYATT: My name is on the list,

12 MS. FINGERHUT: I apologize if Tmissed
13 iton the list. What is -~

i4 MS, PYATT: Annette Pyatt,

15 MS. FINGERHUT: Yes, I'm sorry.

i6 MS, PYATT: That's okay.

17 Good afiernoon. My same is Aanette

18 Pyatt, spelled P<y-a-t-t. I'm executive director for

19 the Chester Community Improvement Project, which is -~
20 which is a community-based organization here in the

21 ¢ity of Chester, and we have a long history and

22 partnership with Crozer-Keystone,

23 And my main concent or my Guestion to

24 you is, what are your plans to continue with those

Page 49
| And you just got here, but you're going
2 to know that it's a lot of rumors that go around in
3 Chester. One rumor I've been hearing is that of a
4 possible closing of Community Hospital, and that would
5 be very ~- if's -- you really can't do that,
6 This is one of our biggest departments.
7 I cover Delaware County, Chester County, and some of
8 Phitadelphia County. 1 have a thousand memberts in the
9 city of Chester. A lot of them go to Community
10 Hospital. Like if that were to close down, they would
11 be in some - a real wess.
12 ' DR. DuPONT: Excuse me. Could you just
13 identify your organization?
4 MR. COVERT: Keystone First.
15 80 -- so what U'm saying is that I
16 don't know what is going to go on with that, but ft
17 would be crippling fo the -- to the community, And
18 like the Mayor Kirkland said, it would be great (o get
19 us ail together -- all the community people - because
20 alot of people in this city care about this
21 commurnity. And the people, we're going to help you as
22 much as we can, Okay?
23 Sa 1 just wanted fo put that out. God
24 biess and thank you,
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Page 50
1 THE REPORTER: Excuse me, sit. Could you
2 spefl your {ast name?
3 MR. COVERT: C-o~v-e-r-t, Like covert
4 operations. (Laughter)
5 MS, FINGERHUT: Well, I --1believe,
6 uniess there's anyone else that -« that ends the list,
7 And I wanted to thank everyone for

8 coming today, especlally coming up to testify., AndI
9 appreciate both mayors coming; I appreciate the
10 nursing steff, the medical staff.
1t 1know the nursing staff raised some
12 concerns about quality of care, and T'm sure they're
13 aware that the Department of Health will take those
{4 concerns regarding hospitals, and those concerns can
15 be raised with them.

Page 52
1 And through our history, when we learn
2 and we merged with the physician group, that's where
3 we learned how to detiver a different model of care.
4 And sa when you hear this term,
5 "Coordinated Regional Care," that's what we're
6 referring to, If's taking the hospitaf segment of
7 what we know how to do on the hospital side, but also
8 working with physicians to really integrate the care
9 and coordinate care with the goal of getting betier
10 outcomes and high quality, but not spending a lot of
11 money in having to - to have duplication of services,
12 And so we took this mode{ of care to
13 different parts of California, and that's how we've
14 grown as a company, And so we're very excited to be
15 here in Ponnsylvania, here in Delaware Connty, and

2 Medical, thank the Attorney General's Office. But
3 nore importantly, | want to thank the physicians and
4 the employees, and the people of the community, Not
5 only for coming out and -- coming for this hearing,
6 but for your words of support, but also your wotds of
7 concetn.
8 You know, I'm a physician, I've
9 delivered babies for 10 years, and I've worked in
10 hospitals, and I've worked in communities, And 1 want
11 to reassure you that cotumitment to healthoare, the
12 communities, physicians, and employees, that's --
13 that's part of my DNA, and that's part of our
14 hospital's DNA. So that all resonates with me and
15 with our company.
16 What Mr. Reatdon shared about our
17 company and the 14 hospitals in four states, I think
18 that just touches the surface of who we are, Qur
19 roots are in local community hospitals serving
20 underserved populations. Medicaid, primacily
21 govemment aid, in communities in Bast Los Angeles,
22 in - in places where patients come 1o us because nio
23 oue else will take them. So -~ se we ~ that is in

24 our DNA.

16 And at this time, I -- I don't know. 16 certainly with this Crozer-Keystone partnership.

17 Mr, Reatdon, do you still want to make 17 And I must tell you, when we onme to

I8 a wrap-up statement? 18 this part of the conntry and we were first meeting

19 MR.REARDON: Dr. Lew does. 19 with feadership of Crozer-Keystone, it really had afl

20 MS. FINGERHUT: Oh, Dr, Lew. 20 the components in one place of what we really fixed

21 DR.LEW: Yes, thank you. 21 with our ~- our modef. And that is community

22 MS. FINGERHUT: Do you want to go ahead 22 hospitals with physicians and employees that really

23 and make the wrap-up? 23 care about their health system.

24 DR.LEW: Yes. 24 But also you have academics; you have a

Page 51 Page 5?

t T want to, on behalf of Prospect 1 teaching hospital -- ar & teaching program to -- to-

2 ‘teach the next genotation of physicians. But you also
3 provide tertiary care, This is really a full-service
4 health system that we are very excited to bring our
5 model to.
) And just to share a quick story, I was
7 so angious to hopefully be chosen -- and thank you to
8 the board for these 33 meetings that you held and that
9 we were chosen ~- but, you know, T promised Joan that
10 we would bring a championship to the Eagles, the
11 Phillies, the Sixers, ot the Flyers, and I failed this
12 year. But Villanova did win the championship. So I
13 did deliver on that. (Langhter)
i4 But we're very exoited to be here. And
5 1 think for the comumunity, { really would want te
16 reassure you that access and quality is what we are
17 about. We are a growth model, We don't shut things
18 down. We wantto grow. And we are an open sysiem.
19 For the physicians, 'm excited to have
20 the physicians. You've got a 400-physician group
21 ready to plug into our model. How ideal could that
22 be? And - and on the cuiting edge of the behavioral

23 health side with Dr. Caputo.
24 And for the employees, T hope that you J
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1 see that there's stability here. 1 hearing. Thank you all for your altendance, '
2 And, Ms. Heygood, I will come to the 2 R
3 floor, I watt ta sce what you do on the floor, 3 (Hearing concluded at 4:05 p.m.)
4 MS. HEYGOOD: Thank you. 4 .-~
5 DR. LEW: That's -- that's where [ work, 5
6 too, 6
7 So -- and, Mr, Mayor, Mayor Kirldand, 7
8 we welcome dialogue. And we will be acquiring or -~ 8
9 bringing ambulance services into the -~ into the 9
10 transaction. But we look forward to a contining 10
11 dislogue of how we can best meet the needs of the 11
12 community. We welcome that. 12
13 And - and to the hospital, we lool 13
14 forward to the fnvestment in the facilities. And Ms. 14
15 Brounce brought up about the equipment -- jn updating 15
16 the equipment; absolutely, we need to do that, 16
17 So -« and also for the state, what 17
18 we've done in other states, recently Rhode Island, 18
19 we ~- we actually launched a Medicaid pilot progtam to 19
20 jmprove access and improve ouicomes at a cost savings | 20
21 to the state. And what I envision here in Delaware 21
22 County is fo do something simitar where we can be 22
23 leaders in the healtheare defivery moded for Delaware 23
24 County and the State of Pennsylvania. 24
Page 55 Page 57
1 So we're very excited, yon know, 1 i ---
2 svant to thank everybody for theit time and their 2 CERTIFICATE
3 commitment, And I wantyou to know that 1 think that 3 w
4

4 Prospect Medical is the right partner, and this is the
5 right time. So thank you so much.
6 MS. FINGERHUT: Thank yeu very much.
7 At this time, ¥ think that concludes
8 the witnesses and speakers. Again, I want to thank
9 everyone who came hiere today, both those that
10 testified and those who came fo hear the witnesses,
11 We appreciate, on behaif of the Office of Attorney
12 General, overyone taking the time and making the
13 effort on participating today.

5 {dohereby certify that [ am a Notary Public in good

6 standing; that the aforesaid proceeding was taken before

7 me, pursnant 1o notice, at the time and place indicafed,

8 that the proceeding was cotrectly recorded in machine

9 shorthand by me and thereafter transcribed under my
10 supervision with computer-aided franscription; that the
{1 transeript is a true tecord of said proceeding; and that I
12 am neither of counsel nor kin to any party in said action,
13 nor interested in the outconte thereof,

Veritext Legal Sofutions
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N 14 WITNESS my hand and official seal this 15th day of
14 And, a5 1 satd before, if anyone would 15 May, 2016.
15 Jike to submit any written comments or provide %
16 exhibits, our address is 21 South 12th Street, Third 17
17 Floor, Philadelphia, PA {9107, 18
18 And if anyone has aay questions about A/}:rfb 7] 4':, e
19 the hearing today or the Office of Attomey Genetal, 19 Notary Public ¢
20 please feel free to come and speak with myself, 20
21 Mr, Barth, or Ms. Penny at the conclusion of the 21
22 hearing. 22
23 1f there is no one else who would like 23
24 1o testify at this thne, { would like to conclude the 24
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EXHIBIT D



THIRD AMENDMENT TO ASSET PURCHASE AGREEMENT

THIS THIRD AMENDMENT T0O ASSET PURCHASE AGREEMENT (the
“amendment”) is made and entered into as of June 30, 2016, by and among CROZER-
KEYSTONE HEALTH SYSTEM, u Pennsyltvania nonprofit corporation (“Crezer”), on behalf
of itself and its health system members tisted on Fxhibit A of the Purchase Agreement (“Crozer
Members™ with Crozer and the Crozer Members collectively referred (o ug “Sellers” and with
cach Crozer Member and Crozer individually referred o as a “Seler”), PROSPECT
MEDICAL TITOLDINGS, INC,, o Delaware  corporation  (“PMI™). and PROSPECT
CROZER, LLC, « Pennsylvania limited Jiability company (“Prospect™) on bebalfl of itself and
its wholly-owned af{iliates listed on Exhibit B of the Purchase Agreement ("Pyospeet Members™)
{(PMH, Prospeet, and Prospeet Members are collectively referred to as “Buyers” and individually
referred to us & “Buyer™), (Sellers and Buyers shall cach be referied to individually herein as a
“Party™ and, collectively, us the “Parties.”)

RECTTALS:

A The Parties previously entered into and executed the Asset Purchase
Agreement (“Purchase Apreement”) dated January 8, 2016, as amended on April 29, 2016 and
on June 15, 2016, whereby, at Closing, Buyers shall acquive subsinntially al} of the assets of
Scllers, '

B, The Parties recently concfuded that Buyers will not be able to acguire
Sellers' interests in Cassatt (defined befow) and desire to provide fur certain terms and
conditions regarding how Sellers’ interests in Cassatt will be handled post-Closing.

C. The Parties desire 10 include certain dividends to be paid by Cassatt
(detined below) to Crozer as part of the Asseis to be trunsferred to Buyers,

0. The Parties further desire to clanify thay Buyers will nol assame or be
responsible for certain pre~closing contractual Habilities of Schiers notwithsianding any language
1o the contrary in the assighment documents pertaining thercto,

E. ‘The Parties further desire (o update the Transition Services Agreement to
add Crozer as a puarty thereto and 1o vefleet that eenain empfoyees will be temporarity leased to
the Foundation.

F. The Parties further desire to memorialize their understanding regarding
extension of the deadline for Buyers to tferminate the D3 Pension Plan under certain conditions,

G. The Parties desire 1o set forth herein their mutual understanding to amend
and clarify certain tevms and conditions of the Puorchase Agreement upon the tenms and
conditions hereof’



NOW, THEREFORE, in consideration of the premises and the agreements, covenants,
representations, and warranties bheveinafier set forth, und intending to be legally bound hereby,
the Parties apree as foliows:

1, Capitalized Terms. Capitalized terms used in this Amendment but poi

otherwise defined herein shall have the meanings set forth in the Purchase Agreement.

2, Included Asscts.

a. Section 1.1(0) of the Pwrehase Agreement is hereby defeted and replaced
in ity entirety to read as Jollows:

all of the stock, limited liability company ("LLC™) membership, partaership or
other ownership, control or beneficial interests held by ane or more of the Seliers
in certain specified for profit Affiliates of Selers (as defined in Section 14,16
below), certain specificd wholly-owned LLCx, joint ventures with third partics or
other non-wholfy owned affilisted organizations all as specifically listed on
Schedule 1.1(0), which shall not include any stock or other rights or interests in
Cassatt  Inswapce  Company, Lid. und  Cassatt RRG Holding  Company
{collectively “Cassatt™) except as set forth in Section 11.28;

b, The “and” at the end of Scction L) of the Purchuse Agreement is
hereby deleted und current Section 111 of the Purchase Agreement is hereby renumbered as
Section 1.1 of the Purchase Agrecimient,

c. New Seenien 1Y of the Purchase Agreement s hereby added o read as
follows:

funds in the amount of Three Million Five Hundred Thousand Dollars
($3,500,000.00) representing the special dividend o be paid tn full by Cassatt
Insurance Company, Lid, 1o Crozer on or prios to the Closing Date (“Cassatt
Dividend'y; and

3, Crover For-Profit Affiliates. Joint Ventwres and Other Afliliated
Organizations. Schedule 1.1(0) of the Purchase Agreement is hereby deleted inits entivety and
replaced with the form attached hereto as Schedule 1.1¢0).

4. Excluded Asscis. Section 1.2(a) of the Purchase Agreement s hereby
deleted and replaced in its entirety to read as follows:

cash and investment assets, other than the medieal staft fimd balunces referenced
in Section 1.31{d) and the funds sssociated with the Cassatt Dividend referenced in
Section 1.1(0);.

5. Lxcluded Contractual Liabilities.

A, Section 1.3(a) of the Purchuse Agreement is hereby defeted and replaced
in i1 entirety to read as follows:
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(a) al} obligations aceruing, arising or to be performed afier the BEffective
Time with respect to the Contracts assipned to and assumed by Buyers, but only
to the extent such Conwacts are listed on Schedule 1.1¢f), and subject to
Buyers' rights 1o have Scllers reasonably amend. terminate or otherwise not
assign any such Contract prior fo Closing, and notwithstanding anything to (he
contrary in any assignment and assumption agreements or similar instruments
entered into in connection with assipning the Contracts 1o Buyers heseunder,
which instruments might povide that one or more Buyers are partially, jointly
and/or severally table for covtain obligations oy liabilities aceruing, arising or
fo be performed onor prior to the Bffective Time with respuet to such Contracts
(“Pre~-Closing Contractual Liabilities™), which agreements and instruments shalt
not affeet the status of such Pre-Closing Contractual Liabilities as Excluded
Liabilitics {as defined below) for purposes hereof;

b The first paragraph in Seetion 1.4 of the Parchase Agrecraent is hereby
deleted and replaced inits entivety o tead as follows:

Excluded Liabilities. Pxcept for the Assumed Piabilities, Buyers shatl not
assume and under no circumstances shall Buyers be obligated o pay or assume,
and none of the assets of Buyers shall be or become liable for or subject 10 any
Jability, indebredness, commitimient, or obligation of Sellers, whether known or
unknown, fixed or contingent, recorded or unrecorded, currently existing or
herealler arising or otherwise (collectively, the “lixcluded Liabitities”), including
the following Excluded Liabilitics, which shall not. in any case, include any
Habihities that are gubject to the Ner Working Capital adiustiment set Torth in
Section 2.2, and notwithstanding mything to the contrary in any assignment and
asswnption agreements o similay instruments entered into in connection with
assigning the Contracts to Buyers hercunder, which instruments might provide
that one or more Buyers are partially, jointly and/or severally fiable for Pre-
Closing Contractual Liabilitics, which agreements and instruments shall not affect
the status of such Pre-Closing Contractual Liabilities as Hxcluded Liabilities (as
defined below) for purposes hereof:

0. Rollover Contributions.  Scection [.3(g) of the Purchase Agreement s
hereby amended by replacing the phrase “excluding outstanding loans™ with the phrase
“mchuding outstanding foans,”

7. Pension Tenmination. Section 2.4{¢) of the Purchase Agreement is hereby
deleted and replaced in its entirety to read as follows:

(e} Post-Closing Commitment. Within five (§) years after the Effective Fine
and subject to applicable filing and authorization by the applicable Government
Entity, Buyers shall adopt a plan amendment Lo terminate the DB Penston Plan
{the “Plan Termination Amendment”) effective within such five (5) year period
and thereafler, in accordance with applicable law, shall liguidate, fully fund and
satisfy, and pay all benetfits owed to participants and bencticiaries of, the DB
Pension Plan by providing for Jump sum distributions to participants, purchasing
3



annuities for participants wha do not elect u Jump sum distribution or atherwise in
accordinee with the terms, conditions and provisions of the DB Pension Plan (as
i effeet at the Bffective Time) and with applicable law,  Notwithstanding the
foregoing or anything to the contrary herein if. and only if, the monthly reported
Second Scgment {RS Section 417(e)(3)) Minimuny Present Value PPA
Monthly Rates with 100% Phase-in (the “IRS Discount Rate™) for the months of
December 2020 and June 2021 are both Jower than four and twelve hundredths
percent (4.129%) (the “IRS Discount Rate Threshold™), then the Buyers may defey
adoption of the Plan Termination Amendment for & period of one (1) yenr. 1{the
IRS Discount Rate for the months of December 2021 and June 2022 are both
fower than the IRS Discount Rate Threshold, then Buvers may defer aduption of
the Plan Tenmination Amendment for an additional one (1) yeuar periad, but in no
event may the adoption of the Plan Termination Amendment and its effective dale
be deferred longer than the end of the cighty-fourth (4™ ral} monthy that folfows
alher (and counting the month that includes) the Effective Time, and such
adoption and termination shall be approved then no matter what the RS Discount
Rate is at any time prior thereto,

8. Closing Deliverables,

a. The “and” at the end of Section 3.2(q) of the Purchuse Agreement is
hereby deleted and cwrrent Section 3.2(r) of the Purchase Agreetent is hereby renuumbered as
Section 3.2(1) of the Purchase Apreement,

b, New Section 3.2(r) of the Purchase Agreement is hereby added to read as
foHows:

An amoanl equal o Three Milllon Five Mundred  Thousand  Dollars
($3,500,000.007 in immediately available funds representing the Cassatt Dividend
0 an account (or accounts) designated by uyers prior o Closing:

¢ New Scetion 3.2(s) of the Parchase Agreement is hereby added t read as
follows:

A Limited Power of Attorney in substantially the form attached bhereto as

described in Section §1.28 bereot; and

9. Couditions o Close. New Scevion 8,14 of the Purchase Agreement is
hereby added to read as follows:

Payment of Cassutt Prividend, Cassatt Insurance Company, 1id. shall have paid
to Crozer, and Crozer shall have veceived, the full amount of the Cassait
Dividend.



.
A

10, Cassatt 1ra

Agpreement fo read as folfows:

Cassatf ‘Transition.

(1) Following the Effective Time, Crozer shall promptly, but by no
fater than thirty (30) days after the Lffective Time, take my and o)l actions
necessary o sell ity shares in, and withdraw as a sharcholder of. Cassatt Insurance
Company, Ltd. (“CICLY) on accoupt of ceasing participation in the Cassatt
insurance program, which sale and withdrawal shadl be effected by Crozer in striet
compliance with applicable aw and the terms and conditions of the CICT Bye-
faws, dated September 6, 2012, as may be amended {the “CICL Bylaws”), and
the C)CL Consolidated nnd Amended Sharcholders’ Apreement, dated November
16, 2001, as may be smended (the “CICL Sharcholders® Agreement” and,
collectively with the CICL Bylaws, the “CICL. Governing Documents”), aud in o
manner that preserves Crozer’s rights thereunder including, the cight to recetve the
rayment (as defined in Section 1.CA4.1 of the CICE Sharcholders” Agreement 1o
be the Tower of the initinl Sharchiolder Bguity Balanee and the Final Sharcholder
Equity Balance, both terms being defined therein) in accordance with the terms
and conditions of the CICL Governing Documents (*CICL Buyout™).

() Following the Effective Time, Crozer shall promptly, but by no
tater than thirty (30) days after the Ffective Tinie, take any and all actions
neeessary to surrender its shares in, and withdraw as a sharcholder of, Cassatt
KRG tHolding Company (“Cassutt Helding™ on account of ceasing participation
in the Cassatt insprance program, which survender and withdvawal shall be
effecied by Crozer in stricl compliance with applicable faw and the terms and
conditions of Cassati Holding Bylaws, dated September 19, 2012, as may be
amended (the “Cassatt Holding Bylaws™), and the Cassatt Holding Amended and
Restated Sharcholders’ Agreement, dated January 5, 2015, ax may be amended
{the “Cassatt Holding Sharcholders’ Agreement™ and, collectively with the
Cassatt Holding Bylaws, the "“Cassait Holding Goverping Documents™ which,
cotlectively with CICL Governing Documents, shali be referred to as the “Cassatt
Governing Documents™), and in o muanner that preserves Crozer’s rights
thereunder including the right to receive payment of Crozer’s capital and
Dividends (as deseribed and defined in Articie VI of the Cassatt Holding
Sharcholders’ Agreement) in accordance with the terms and conditions of the
Cassalt  Holding Goverming Documents  (“Cassatt Holding  Buyout”™  und,
colfectively with CICL Buyout, the “Cassatt Buyvouwt™),

(¢) Crozer bereby: (1) represents and warrants 10 Prospeet that Crozer
is and was at all times in compliance with its dutics and obligations under the
Cassatt Governing Documents; and (2) covenants to Praspeet that Crozer shall;
{A) continue to be in compliance with the Cassatt Governing Documents until
such time as the Cassatt Buyoot has been completely paid (o Crozer; and (B) take
al) actions and measures necessary or desirable to preserve, or to not prejudice,
Crozer's rights fo and the value of the Cassatt Buyouwt, which actions and

5
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measures shall include, without limitation, submittimg proper and tinsely notices
of termination/withdrawal, obtaining thivd party consents, confirming Cassatt
Buyout amounts and payment/catculation procedures with Cassatt representatives,
providing wiring instructions, maintaining iles and secords and taking any other
actions requested by Prospect.

(@)  Promptly upon receipt of any Cassatt Buyout funds, but by no ater
than two (2) business days afier veceipt thereal, Crozer shall transfer such funds in
full via wire vansfer of immediately available funds to an aecount designated by
Prospect,  Notwithstanding  the foregoing, upon the redsonable request of
Prospect, Crozer shalt cooperate with Prospeet 1o establish an account 10 receive
the Cassatt Buyout funds and to automatically sweep or otheswise transfer such
(unds fo an account designated by Prospect. Upon vequest, Crozer shall provide
Praspect with a full accounting of any Cassalt Buyout funds reccived and
Prospect shall be permitted to repsonably audit any relevant files and records of
Crozer on a pertodic basis in ovder wo confinm proper payment and transfer of such
funds. Crozer shal) promptly notify Prospect of any actual or threatened breach or
default by any pasty in connection with the Cassai Governing Documents,

(e} Cassatt Governing Docoments; Cassatf Buyout,

(i) As of the Bffective Thwe, Crozer shall take any and all actions
andd measwres necessary or desirable or as otherwise requested by Prospect in
order 1o, 10 the maximum extept legally possible: {1) provide Prospect with any
and all rights and benefits under the Cassatt Holding Governing Docuiments or
otherwise in connection with Crazer's interests in Cassatt Holding; (2) couperate
in any reasonable and lawlul weranpement designed o provide sueh rights and
benefits o Prospect; and (3) enforee for the account of Prospect, any rights of
Crozer under the Cassait Holding Governing Documents or otherwise in
connection with Crozer's infurests in Cassatt Holding. As of the Etfective Time,
without limiting the generality of the foregoing, Crozer shall grant Prospect the
exclusive right 1o direct Crozer's actions aud activitics with respeet 10 monitoring,
enforcing and porsuing any and all legal and equitable rights and remedies in
conneetion with the Cassatt Holding Buyout or otherwise in copnection with the
Cassaly Holding Governing Docunents, incleding, without limitation, sending
demand fetiers, investigating potential breaches/monitoring compliance, auditing
Cassott  Holding  Buyout payments, pursaing  arbitration/mediation/dispute
resofution and undertaking litigation, all of which actions and sctivities shall be at
the expense of Prospect,

(i) Ltfeetive, if at all, upon the later of the Effective Time and the
BMA Approval Date (as defined below), Crozer shalf take any and afl actions and
measures necessary of desirable or as otherwise requested by Prospect in order to,
to the maximum extent legally possible: (1) provide Prospect with any and all
rights and benefis under the CICL Governing Docuaments or atherwise in
connection with Crozer's interests in CICLL (2) cooperate in any reasonable and
tawful arrangement designed to provide such rights and benefits to Prospect; and
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(3} enforce for the account of Prospect, any vights of Crozer under the CICT,
Governing Documents or otherwise in conncetion with Crozer’s interests in
CICY. Effective, if at all, upon the Jater of the Effective Time and the BMA
Approval Date, withowt limiting the generality of the foregoing, Crozer shall grant
Praspeet the exclusive right to direet Crozer's uctions and activities with respeet
o monitoring, enforcing and pursuing any and all legal and equitable rights and
remedies in connection with the CICL Buyout or otherwise in connection with the
CICL, Gaverning Documents, including, without limitation, sending demand
letters, investigating potential breaches/ monitoring cormapliance, anditing CICL
Buvout paymoents, pursuing  arbitration/ mediation/  dispute  resolution  und
undertaking Htigation, all of which actions and activities shall be at the expense of
Praspeet.

(i) Without Jimiting the foregoing, Crozer shall also execute and
deliver to Buyers the Limited Power of Attorney in substantially the form
attached hereto as Bxhibit M in connection with enforcement of Crozer’s rights
and remedies with respeet 1o Cassall, which Limited Power of Attorney shall
generally be effective as of the Effective Time, except with respeet 1o the
provisions thercof as relate to enfoccement af Crozer's rights and remedies refaled
fo CICL, the CICI Governing Documents and the CICL Buyout, which
provisions shall only beeome effective, 1f ut all, upon the later of the Effective
Vime and the BMA Approval Date (as detined below).

{H Crozer shall remain in existence as a Pennsyhvania nonprofit
corporation in good standing und as & separate Jepal entity until receipt of all
Cassatt Buyouwt funds (and transfer thereof to Prospeet) and cessution of uny other
riphts, benefits and/or obligations under the Cassatt Governing, Documents, unless
approved by Prospeet in writing as set forth below, and Crozer shall not, withowt
receiving prior written approval from Prospect: (1) undertake any merger,
division, liquidation, dissolution, terminution, consotidation, conversion, member
substitution, sale or other simijar fundamental corporate lansaction; or {2) assign
cither the CICLH Sharcholders’ Agreement or the Cassatt Holding Sharcholders’
Agrecment ar both or any rights, remedices or benefits theveunder to any third
party.

® Notwithstanding the foregoing, the Parties anticipate that Crozer
may, wt some point wfier the ffective Time, merge with and into the Foundation,
with the Foundation being the surviving entity, which merpger tansaction or
similar transaction may be undertaken by Crozey only upon reeciving the prior
written approval of Prospeet and provided that, prior o consummation thereof,
Crozer takes all actions and steps requested by Prospeet 1o preserve all of
Prospect’s and Crozer's rights, benefits, authority and remedies deseribed in this
Section 11.28, which may include, without limitatien, obtaining  writlen
consent/acknowledgement from CICL and/or Cassatt Holding (or sharcholders
thereof) as to the transler of rights to the Cassatt HBuyout, obtaining approval of



the Bermuda Monetary Authority and entering into an apreement whereby the
Foundation assumes Crozer's obligations and Habilities under this Scetion 11,28,

(h)  Notwithstanding anything 10 the contrary herein, the provisions of
Scetion 11.28(¢) above as relate to CICL, the CICL Buyout and/or the CICL
Governing Docunments, including the provisions of the Limited Power of Aftorney
that relate o such matters (the “CICL Provisions™), are svbject 1o, and shall oniy
beconie cffective upon the date on which Prospect (and Crozer, if necessary)
receives any necessary consent, approval or order from the Bermuda Monctary
Authority ("BMA™) approving such CICL Pravisions (the “BMA Approval
Date™), which Prospect (and Crozer, if neeessary) shall seck to obtain using their
reasonable best efforts as prompily ns possible. [ the BMA denies or refuses (o
grani any necessary consents, approvals or orders with respect to the CICL
Provisions, und, upon further appeal, as applicable, such decision becomes final
and non-appeslable or the Parties mutually agree not to pursue further appeal
thereof, the CICL Provisions of Section 11.28(¢) above und the CICL Pravisions
of the Limited Power of Attorey shall not take effect and become mull and void
snd the Parties shall use their reasonable best efforts (o prompily amend or
replace such CICL Provisions, vie amendinent of this Agreement or otherwisc, in
a manner approved by the BMA, 10 the extent such approval is required, which
provisions shall be designed fo protect Prospeet’s interest in and rights with
respeet to CICL, the CICL Buyaut and the CICL Governing Documents as set
forth in the CICL Provisions to the maximum extent permissible under applicable
law, which provisions might, among other things und (o the extent legally
permissible, compel Crozer to promptly and fully pursue any and all reasonable
fepal and/or vquitable claims or other actions against CICL to the extent the CICH,
Buyout that CICL agrees to pay s less thun the lower of the Initial Sharcholder
Fquity Balance and the Final Sharcholder Equity Balance (as such terms are
defined i the CICH Governing Documents).

P Address Chanpe, In Scction 14.11 of the Purchase Agreement, the notice
address of Buyers is hereby deleted and ceplaced in its entirety with the following:

Buyers:

Prospect Medical Holdings, Inc.

3415 South Sepulveda Blvd, 9th Floor
Los Angeles, California 90034
Attention: len 1. Shin, Esquire
Genetal Counsel

With a simultancous copy to:
Stevens & lLee, P.C,
620 Freedom Business Center Drive, Suite 200
King of Prussia, Pennsylvania 19406
Attention: Thomas M, Tammany, Esquire
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i2, Amended  Transition  Scrvices Apeement.  The Traosition  Services

Agreement attached as Exhibit } of the Purchase Agreement is hereby deleted inits entirety and
replaced with the form attached hereto as Exhibig 1.

13, Purchase_Apreement.  This Amendment shall modify the terms of the
Purchase Agreement only 10 the extent expressly set forth herein. All other terms and conditions
set Forth in the Purchase Agreement shall othernwvise remain in full force and effect.

14, Goverping Law. The Parties apree that this Amendment shall be governed
Governing Lay B g

by und construed in vecordance with the laws of the Commonwealth of Permsylvania without
regard to conflict of Jaws principles,

5. Counterparts. This Amendment may be executed in multiple counterparts,
cach ol which shall b an original and all of which togethey shall constitute but one and the same

instrument and a signed copy of this Amendmuent defivered by facsimile, ctiuil or other means of

clecironic transmission shall be deemed 10 have the samu tegal effect as delivery of an origina)
sipned copy.

{Nignature page fillows)



IN WITNESS WHEREQK, intending to be legally boun  d thereby, the Purtics heteta
have cansed this Amendment to be executed by their authorized officars, alt effective ax of the
date first above syritten,

CROZER-KFEYSTONT. HEALTH SYSTEM

’,..--‘
Name:  Joan K. Richards

Fitle: President and Chicef Fxecutive O{Geer

PROSPECT CROZER, LLC

By y
Name: Samnuel S, Lee :
Title:  Chief Executive Offreer

PROSPECT MEDICAL HOLDINGS, INC,

By

et

Name:  Samuel 8. Lee
Titde:  Chief Executive Officer

Qigauture fage o 37 Amendment 16 Asset Darchase Agreement - Lxccution Version
3 2 &
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IN WITNESS WHEREOF. ntending to be Jegally boun o therehy, the Parties hereto
have caused this Amendment to be exceunted by their authorized officers, alf effective as of the
date first above writlen,

CROZER-KEYSTONE HEALTH SYSTEM

By:

Name:  Joan K, Richards
Titfe: President and Chief Fxcentive Officer

(4
PROSPECT CROZER, Ll%i

./ - ‘
"." .
/

B)A: ,/ "l o o o
Name: Samwuet 8. Lee ;
Tithe: ('hief}txccm'wc Olfficer :

/

y
a"J/
PROSPECT MEDICAL HOLDINGS, INC,

Soq

By: L

ot e i e A S

Name: Susmuel 8. Lee
Titfe: (.‘hicf]f;xccutive Miwcer
¢

(Sigpatwre Fage (o0 37 Amendmeatio Asser ischase Agreement - Excention Version|



SCHEDULE t.1(u}

Crozey For-Profit Affiliates, Joind Ventures and Other Affifiated Orpanizations

For-Profit Affiliates/Other Affifiated Orpanizatioss:
1. Prospect Provider Group PA, LLC

doint Yeotues:

b Brinton Lake Management Company, HLC

2, Cyberknife Center of Philadelphin, 1.1,C

3. Delaware Valley Sleep Management Company, LELC

4. Del-Val Equipment feasiag Campany, LLC

5. Dialysis Access Centers, LI

6. Grayhawk Home Care 1, 1L1C

7. Haverford Management Company, LLC

8, Tech Park Properties, fnc,

9. University Technology Park, Inc.

10, DCMITTMOB Associates




See attached.
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EXHIBIY M

LIMITED POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that CROZER KEYSTONE HEALTH
SYSTEM (“Crazer™), a nonprofit corporation duly orpanized wnder the laws of the
Commonwealth of Pennsylvania, cffective as of July 1, 2016, hereby makes, constitmes and
appoints PROSPECT CROZER, LLC (*Prospect”). s Pennsylvania fimited Hability company, as
Crozer's true and Jawlul attorney-in-fact, authorized (bul not required) as its agent to take, from
time 1o thme, and at any and all times, any and all actions which Crozer jtself could take, in
Crozer’s name, place and stead, 10 the maximun extent permitted by faw, as follows:

1. Grant of Power

a, Pffective as of the date first written above, Crozer hereby grants 1o
Prospect, as attorney-in-fact, the power tor (i) take all action, exceute all documents and institate
and prosecute all procecdings which Prospect mny deetii proper i order to monitor, assert,
collect, enforce or pursue any claim, right, title vr interest of any kind, whether at law or in
equity, in conncction with the Cassatt Holding Buyout or the Cussatt Holding Governing
Documents; (1) defend, comproiiise or settle any and all claims, actions. suits or proceedings
with respect to the Cuassatt Holding Boyont or the Cassatt Holding Governing Documents, and to
do all acts and things in relation thereto as Prospeet may deem advisable: and (iii) take all other
actions and pursue afl other remedics which Prospect may reasonably deem proper in order to
oblain (he benefits of the Cassatt Holding Buyout for the account of Prospect, including but nat
limited to endorsing and depositing, into Prospect’s account any and all checks payable to Crozer
in connection with the Cassatt Holding Buyout, all of which actions shalf be undertaken at the
expense of Prospect. Prospect shall be entitled to retain for its own account any amounts
collected pursuant 1o the forepoing powers, including any snceunts payable as inferest in respect
thercof. Crozer heveby ratifics and confirms all that Prospeet shall lawfully do or cause to be
done by virtue of this grant of power. Crozer acknowledpes that the foregoing powers are
coupled with an inlerest and shalf be frrevocable.

b, Effective, i at all, upon the later of the date first written above and the
dite of approval by the Bermuda Monetary Authority, Crozer bereby gramts to Prospeet, as
attorney-in-fact, the power to: (i) tuke all action. excoute all documents and institite and
proseente all proceedings which Frospeet may deem proper in order to monitor, assert, coliect,
enforce or pursue any claim, right, title or interest of any kind, whether a faw o1 in equity, in
cotnection with the CICL Buyout or the CICL Governing Documents; (it) defend, compromise
or settle any and all claims, actions, suits or proceedings with respeet to the C1CL Buyout or the
CICL Governing Docunients, and to do all acts and things in velation thercto as Prospect may
deem advisable; and (i) take alf other actions and pursue all other remedies which Prospeel may
reasonably deem proper in arder to obtain the bepefits of the CICL Buyout for the account of
Prospect, including but not limited to endorsing and depositing into Prospeet’s account any and
all cheeks payable to Crozer in connection with the CICL Buyout, all of which actions shall be
undertaken at the expense of Prospect. Prospect shall be entitled 10 retain for its own aceount
any amounts collected pursvant o the foregoing powers, including any amounts payable as



interest in respect thereot, Crozer hereby ratifies and confinns all that Prospect shall lawfully do
or cause to be dope by virfue of this grant of power. Crozer acknowledges that the foregoing
powers ave coupled with an intevest and shall be irrevocable,

2. Limitations.  Notwithstanding anything 10 the conbrary berein, the aothority
gramted by Crozer in favor of Prospect hereonder shatl in no way be construed 1o give Progpeet
the right o1 authority to:

(i) Amend or atherwise alter the ferms of the Asset Purchase Agrcement, dated
Janvary 8, 2016, us amended, by and among Crozer, s alfiliates, and
Prospect, its affiliates (“Purchase Agreement™ or any of the agreementy
refenred to thereing or

{ii} Provide any eonsents or approvals required or permivted under the Purchase
Agreement or any of the agrecinents referred to therein,

3, POA Statute, ‘To the extent the authority granted by Crozer in favor of Prospect
hereunder is deemed to be subject to Seetion SOUL ¢f seq. of Chapter 56 of Titie 20 of the
Peansylvania Consolidated Statutes, as amended (the “POA_Statute”), then Crozer hereby
irrevocably waives all duties set forth in Seetion 5601.3 of the POA Statute that otherwise apply
to Prospect as apent under such power of attorney to the extent sueh duties are waivable. Crozer
hercby acknowledges and agrees that in view of the commercial natine of the relationship
hetween Crozer and Prospect, there §s no expectation that Prospect shall have a duty hereunder to
acl in the best ideiest of Crozer, and it is agreed that the Prospect shall bave no such duty. T iy
further agreed that the authority granted to Prospect hereunder shall be exercised for the benefit
of Prospect and not for the henelit of Crozer and, in acting hereunder, Prospect shall have no
ftduciary duty to Crozes.

4. Governing faw.  This instrument shall be governed by and constrned in

accordance with the Jaws of the Commonwealth of Pennsylvania without regard to conflicts of

faws prineiples.

5. Amendment. This instrument may not be revoked or chanped orally but may be
amended or revised in writing with prioy writien consent fram Prospect,

6. Suceessors.  This instrument shall inure to the benetit of and be binding upon
Crozer, Prospect and their respective legal representatives, successors and ussigns,

1. Assignmient. Prospeet shall be permitied to assign this Limited Power of Attorney
to any affiliate, successor or aequirer of Prospect without the consent ar approval of Crozer,

8, Capitalized Terms,  Capitalized terms used herein bat not otherwise defined
herein shall have the meanings set forth in the Porchase Agreement.

oN



IN WITNESS WHEREOP, the duly authorized representative of Crozer has signed this
Limited Power of Attomey, intending 1o be Jegally bound hiereby, on this 36" day of lune, 2016,

CROZER-KEYSTONE HEALTH SYSTEM

By

Patrick 1, Gavin
Bxeeutive Viee President & Chief Operating
Olficer

COMMONWEALTH OF PENNSYLVANIA:
(8K,
COUNTY OF DELAWARE

BEIT KNOWN, that on the 30" day of June in the year 2016 before me personally came
Patrick §. Gavin on behalf of Crozer-Keystone Health System ag Bxecutive Viee President &
Chiel Operating Officer, and who executed the foregoing instrument, and he acknowledged to
me that he executed the same.

N(ﬂm’y Public

{Signature Page to Linnied Power of Atorney)
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STATE OF RHODE ISLAND

PROVIDENCE, SC. _ SUPERIOR COUR}_’I:
. oo
[FILED: June 12, 2024] R
(-‘ oy It
PETER F. NERONHA, RHODE : {’ L:; f
ISLAND ATTORNEY GENERAL, : g =2
Petitioner, : lo ?;

12 PH 344

i:

s

. . -
v. : C.A. No. PC-2023-05833
PROSPECT MEDICAL HOLDINGS,

INC,,
Respondent.

DECISION

_STERN, J. Before the Court is Petitioner, Rhode Island Attorney General, Peter F. Neronha’s
(Petitioner or RIAG) Motioﬁ for a Preliminary Injunction to prevent Respondent, Prospect Medical
Holdings, Inc. (Respondent or PMH) from continued violation of Petitioner’s June 1, 2021
Debision regarding the sale of Ivy Holdings, Inc., Respondent’s holding company that owns
Prospect CharterCARE, LL.C, which in turn owns and operates Roger Williams Medical Center
(RWMC) and Our Lady of Fatima Hospital (OLF) (collectively, the Hospitals). Jurisdiction is

pursuant to Super. R. Civ. P, 65(a), and G.L. 1956 §§ 8-2-13 and 23-17.14-28.

1
Facts and Travel

On November 8, 2023, Petitioner filed an action against Respondent that included a request
to enjoin Respondent from failing to pay the Hospitals® supplies vendors, which caused its

accounts payable! days outstanding to exceed ninety days for multiple quarters. See Pet. Petitioner

! According to Black’s Law Dictionary, “accounts payable” means “an account reflecting a
balance owed to a creditor.” Black’s Law Dictionary (11th ed. 2019).

B
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requests that the Court order Respondent to pay accounts payable more than ninety days
outstanding as of December 31, 2023 and continue quarterly compliance with its financial
obligations to keep accounts payable under ninety days. (Pet’r’s Suppl. Mem. in Supp. of his Mot.
for Inj. (Pet’r’s Suppl. Mem.) 10.)

Petitioner is tasked with preserving and protecting public and charitable assets by
reviewing, monitoring, and enforcing hospital conversions pursuant to the Hospital Conversions
Act (HCA). See G.L. 1956 chapter 17.14 of title 23. Petitioner is authorized to séek immediate
relief in the Superior Court to enforce any conditions of approval of a hospital conversion pursuant
to § 23-17.14-28. | |

Respondent is a healthcare services company incorporated in Delaware with its principal

. place of business in Los Angeles, California. (Pet’r’s Ex. A., at 9.) Respondent owns and operates

hospitals and health care entities, along with managing the provision of health care services for
managed care enrollees through a network of specialists and primary care physicians. Id One of
the entities Respondent owns is PCC, a Rhode Island himited liability company that owns and
operates the Hospitals. /d. |
A
History of the Hospitals and Prior Conversions

OLF is a Rhode Island licensed 312-bed acute care hospital located in North Providence,
thde Island thai has served the surrounding community since 1954, (Resp’t’s Ex. 11 (Liebman
Aff) § 4.) RWMC is a Rhode Island licensed 220-bed acute care hospital located in Providence,
Rhode Island that has provided healthcare in Providence since 1922. Id. § 3. The Hospitals treat a
large number of individuals from low-income and underserved communities that rely significantly

on Medicaid and may not have the same options for healthcare as those from more affluent



communities. (Hr’g Tr. 19:14-20; see also Pet’t’s Ex. K, (Harvey Aff)) at Ex. 2.)

Petitioner and the Rhode Island Department of Health (RIDOH) are statutorily obligated
to review every hospital conversion proposal and approve, deny, or approve with conditions each
h.c>spital conversion. Sections 23-17.14-3, 23-17.14-5, 23-17.14—.5, 23-17.14-28(c). Prior to the
Decision at issue in the present case, Petitioner approved two previous hospital conversions of the
Hospitals. (Pet’r’s Ex. A., at 16.) In 2009, Attorney General Patrick Lynch approved a conversion
with conditions where the Hospitals affiliated through CharterCARE Health Partners (CCHP), a
combined system created to stem losses suffered by both RWMC and OLF. Id.

While the first conversion allowed for more efficiency in operating the Hospitals, the
system still struggled with “operating losses, aging plants, and capital needs.” Id. CCHP began
searching for a partner in 2011 and selected Respondent, proposing a joint venture with
Respondent holding 85% ownership and CCHP owning the remaining 15%. Id. The joint venture
also created a new governing structure, PCC, which was divided equally with half of the board
appointed by Respondent’s ownership interest and the other half appointed by CCHP’s ownership
interest. Jd. The agreement required Respondent to directly fund a $50 million long-term capital
commitment and PCC to provide an annual $10 million commitment. Id. at 16-17. Attorney
General Peter F. Kilmartin approved the joint venture with conditions in 2014. Id.

After the 2014 conversion approval, RIAG continued to monitor Petitioner’s activity using
various consultants to ensure Respondent mét its obligations. (Resp’t’s Ex. 1, at 3.) On December
23, 2020, a report by one such consultant, Affiliated Monitors Inc., stated:

“In complying with the terms of the [2014] HCA Decision, as well
as the related Asset Purchase Agreement, [Respondent] met its
commitment to an important heaithcare resource serving the Rhode
Island community. They not only shored up aging buildings, they

helped the hospitals sustain and grow their oufreach services,
attracted new physicians and established a business entity for the



physicians to negotiate with health insurance payors (including

Medicare) thereby making the practices more accessible to local

residents.” (Resp’t’s Ex. 6 at 35.)

B
The 2021 Hospital Conversion
The most recent hospital conversion was initiated on December 13, 2019, when
Respondent, along with Chamber Inc., fvy Holdings Inc., Ivy Intermediate Holding Inc., Prospect
East Holdings, Inc., Prospect East Hospital Advisory Services, LLC, Prospect CharterCARE,
LLC, Prospect CharterCARE SJHSRI, LLC, and Prospect CharterCARE RWMC, LLC
(Transacting Parties) filed an initial application with Petitioner.? (Pet’r’s Ex. A., at 8.) Ivy Holdings
Inc. is the parent company of Respondent, and Respondent owns PCC, the entity that owns and
operates the Hospitals. Jd. at 8-9. The application proposed a buy -out of Ivy Holdings Inc. Id. At
the time the application was filed, Samuel Lee (Lee), Respondent’s Chief Executive Officer
(CEO), and David Topper (Topper), Respondent’s Senior Vice President, collectively owned
approximately 40% of Ivy Holdings, Inc. Jd. Under the proposal, Lee and Topper would purchase
the remaining 60% of shares owned by Leonard Green & Partners (Leonard Green), a private
equity investor, and other minority shareholders. Jd. at 9. As a result, Lee and Topper would
assume complete ownership of Ivy Holdings Inc. through a new entity called Chamber Inc. /d at
8-9.
Over the course of a year and a half, Petitioner conducted a review of the application and

an investigation of Respondent’s owners at the time, including thousands of pages of documents,

% The application was resubmitted on February 4, 2020, and Petitioner informed the Transacting
Parties of deficiencies in the application on March 4, 2020, requesting additional information.
(Pet’r’s Ex. A., at 20.) On March 25, 2020, Petitioner received a letter addressing the deficiencies,
and Petitioner and RIDOH subsequently began the review process. Jd.

4



hundreds of written questions, and multiple witness testimonies. See Pet. 4-5 § 14; see also Pet’r’s
Ex. A. On June 1, 2021, Petitioner released his decision (Decision), approving the héspital
conversion proposal subject to a set of conditions (Conditions).? See Pet’r’s Ex. A. In the Decision,
Petitioner stated that he found it appropriate to impose the Conditions because financial experts

(141

for Petitioner and RIDOH determined that Respondent’s financial status and ““patterns in

13

operational performance and recapitalization’” show its “‘somewhat limited ability, in the form of
current liquidity especially after recoupment of MAAP? funds, té weather additional or continued
financial challenges.”” Id. at 6 (quoting Pet’r’s Ex. A, App. D (PYA Expert Report) 16).
Petitioner also cited the “concerning” decisionsvby relevant boards and directors of the
Transacting Parties, namely Respondent’s boards, as a reason for imposing the Conditions. /d. at
6. Petitioner noted the boards also “employed no objective criteria, no outside or independent
consultants, and no discernible analyses in the process of deciding upon the transaction [Petitioner]
review([s].” /d. In one example, Petitioner averred that Respondent’s Board of Directors assumed
$1.12 billion in debt obligations in the Fiscal Year 2018, and subsequently authorized $457 mitlion
of the borrowed funds to be distributed as dividends. Jd. at 4-5. The primary beneficiaries of the

dividends were Leonard Green, Topper, and Lee. Id. at 5. Petitioner’s expert James P. Carris, CPA,

reported that ““the 2018 [dividend] transaction substantially weakened the balance sheet of

3 On the same day, RIDOH released its own decision approving the application subject to an
additional set of conditions. (Pet. at 5 § 14.)

4 “[Respondent] received approximately $276 million in federal

funds under the CARES Act as advances on Medicare

reimbursement, which will be recouped by the federal government

from Medicare reimbursements due to the hospitals under . .

CMS’s Accelerated and Advance Payment Program or Medicare

Advance Payment Program (the ‘MAAP Program’) . .. $27.5

miltion of these ‘MAAP’ funds are due to be recouped from the

Rhode Island Hospitals.” (Pet’s’s Ex. A., at 5-6.)

5



[Respondent], benefitting the shareholders while providing minimal or no funds to any of the local
operating entities.”” Id. (quoting Pet’r’s Ex. A, App. C (Carris Report) 2-3).
Petitioner stated that, based on his findings from documents, expert analysis, and financial

reports, as well as testimony from “people ‘on the ground” at these hospitals,” the

“Transacting Parties’] financial decisions and choices remain a

decisive factor, revealing as they do a focus on wealth that puts at

risk the well-being of institutions and people who communities in

five states rely upon for care, often (as is the case with healthcare)

at the time of greatest need.” Id. at 7.
Most notably, the Transacting Parties provided Respondent’s audited financial statements from
fiscal years ending September 30, 2015 through fiscal years ending in September 30, 2020, which
revealed a trend of Respondent’s growing liabilities. Id at 4. In 2017, Respondent’s assets
exceeded its liabilities by approximately $67 million. 2] (citing PYA Expert Report at 12),
However, by 2020, Respondent’s liabilities exceeded its assets by over $1 billion, with total assets
of $2,042,389,000 and total liabilities of $3,102,004,000. 14

Ultimately, Petitioner concluded that the Transacting Parties’ application would be

approved subject to “conditions imposed to assure financially secure, continually operating, and
better governed healthcare institutions here in Rhode Island, subject to effective monitoring to the
full extent of the Attorney General’s statutory authority.” /d. at 7. The Conditions included
requirements that Respondent and Leonard Green:

“(1) immediately set aside $80 million in either escrow or letter of

credit for the sole benefit of the Rhode Island Hospitals, payable at

closing, which funds can only be accessed if PMH fails to comply

with Conditions requiring payment of operating losses and capital

expenditures, or in the event of insolvency; (2) pay all operating

losses over the next five (5) years; (3) invest $72 million in capital

expenditures through the end of fiscal year 2026 based on the

schedule set forth in the Conditions below (at a minimum of $10

million each year); (4) forego any management fees; (5) amend the
TRS Note to extend its maturity date and remove the sale/leaseback



option for the Rhode Island Hospitals during such an extension, and

thereafter only with the approval of the Attorney General; (6)

assume payment of the MAAP and PACE liabilities of the Rhode -

Island Hospitals; (7) maintain essential health services throughout

the PCC System; (8) take actions to reform Board practices and

constitute the local Board with community members; and (9)

provide monitoring and reporting to the Attorney General to ensure

oversight and compliance with all Conditions.” Id. at 7-8.
The Conditions include a “Meonitoring Period,” requiring Respondent to act in accordance with the
Conditions through September 30, 2026 and allowing Petitioner to monitor Respondent during
that time period to ensure compliance. Id. at 72.

C
Events Following the 2021 Conversion
Following the Decision, Respondent and Leonard Green complied with certain conditions

in the Decision and received distributions totaling $35,208,887 in escrow funds (including accrued
interest) from Petitioner as a result.’ (Resp’t’s Ex. 1, at 5-6.) However, by the end of 2022,
Respondent’s unpaid bills to vendors began to pile up. According to days payable outstanding
(DPO) calculations, Respondent’s DPO was 99.47 at the end of the quarter on December 30, 2022.6
(Harvey Aff., Ex. 8.) This failure to pay vendors violated Condition 7.2 of the Decision, which

states: “PCC shall ensure its vendors are paid on a timely basis. In the event accounts payable days

outstanding is greater than 90 dayé', PMH shall provide funding to PCC sc that accounts payable

5 Specifically, Petitioner has returned the entirety of the MAAP Escrow, which required
$27,000,000 from Respondent that would be restored upon satisfaction of its MAAP obligations.
(Resp’t’s Ex. 12 (Sabillo Aff)) 19; Pet'r’s Ex. A, at 76.) Petitioner has also returned $8,000,000
from the CAPEX Escrow, which required $14,200,000 from Respondent to be reduced according
to compliance with certain conditions set forth in Section 6.4 of the Decision. (Resp’t’s Ex. 1, at
5; Pet’r’s Ex. A, at 76.)

§ “DPO” is a term used in accounting and finance to represent the average number of days it takes
to pay vendors and suppliers from invoice receipt to payment issued. (Sabillo Aff. § 15.) DPO is
calculated through dividing accounts payable by the cash operating expenses divided by the
number of days in the period. /d. q 16.



are less than 90 days at the next quarterly measurement.”” (Pet’r’s Ex. A, at 79.)

By March 30, 2023, the end of the following quarter, Respondent’s DPO was still in
violation of Condition 7.2 at 102.96. (Harvey Aff. Ex. 9.) Respondent managed to bring the DPO
into compliance at 89.06 on the following quarter, June 29, 2023, Id. at Ex. 10. Supplier Balance
Aging Reports (Supplier Reports) from June 29, 2023 show that RWMC owed vendors
approximately $1,990,773 three months overdue and $2,361,451 more than three months overdue.
(Pet’r’s Ex. B) (emphasis added). On June 29, 2023, OLF owed vendors approximately $1,627,422
three months overdue and $2,786,156 more than three months overdue. (Pet’r’s Ex. C) (emphasis
added).

On August 1, 2023, Respondent’s computer network, along with the networks of its
subsidiaries, suffered a cyber-attack that purportedly rendered it unable to bill payors for eight
weeks during August and September 2023. Sée Resp’t’s Ex. 9 (Kroll Report); see also Resp’t’s
Ex. 13 (Pillari Aff)) § 5. Respondent engaged numerous consultants, including Kroll, to remedy
the attack, but it could not bill for over $450 miilion of its revenues during that period. (Pillari Aff.
99 5-6.) Respondent submitted a business interruption insurance claim for $48,647,630 and states

that it expects its insurer will pay the claim in April or May 2024.% Id. 4§ 7-8; see also Resp’t’s

7 While both parties refer to a violation of Condition 7.2 as two consecutive quarters with accounts
payable exceeding ninety days, the Court notes that the language of Condition 7.2 states “PCC
shall ensure its vendors are paid on a timely basis.” (Pet’r’s Ex. A, at 79) (emphasis added). The
use of “shall” indicates that any failure to pay vendors on a timely basis could be considered a
violation of Condition 7.2, whether it occurs over two consecutive quarters or not. See In re Estate
of Chelo, 209 A.3d 1181, 1184 (R.L. 2019) (quoting Castelli v. Carcieri, 961 A.2d 277, 284 (R.L.
2008)) (“‘[Tlhe use of the word shall contemplates something mandatory or the imposition of a
d\.lty.,”).

¥ During depositions, George Pillari, Respondent’s Senior Vice President, Chief Performance
Officer, clarified that at the time he completed the affidavit, April or May was “the best estimate
[Respondent] had” from its consultants and, as of the deposition on March 19, 2024, the insurer
had not responded other than to acknowledge receipt of the claims. (Pet’r’s Ex. P (Pillari Dep.)



Ex. 10. As of March 19, 2024, Respondent has collected approximately $400 million out of the
estimated $450 million that it could not bill during the cyber-attack. (Pet’r’s Ex. P (Pillari Dep.)
15:11-16.)

Respondent’s debts to vendors continued to grow in 2023. Respondent’s DPO as of
September 30, 2023 was 118.34, placing it back in violation of Condition 7.2. (Harvey Aff. Ex.
11.) Supplier Reports from September 29, 2023 indicate that RWMC owed vendors approximately
$2,378,621 three months overdue and $7,236,583 exceeding three months overdue. (Pet’r’s Ex.
D.) On September 29, 2023, OLF owed vendors $2,361,393 three months overdue and $6,997,877
exceeding three months overdue. (Pet’r’s Ex. E.) |

In October 2023, RIDOH visited the Hospitals as agents of CMS to review the Hospitals’
compliance with the conditio‘ns of participation. (Hr’g Tr. 33:8-14.) Approximately 70% of the
Hospitals’ funding is provided by the Center for Medicare and Medicaid Services (CMS), which
requires each hospital to remain in compliance with CMS’s conditions of participation. /d. at 33:8-
25, 34:1-10. The CMS survey was conducted in response to complaints received regarding
nineteen cancelled elective surgeries. * Id. at 34:11-17, 37:11-18; see also Pet’r’s Ex. U. These
included cancelled surgeries at both hospitals for procedures like spinal, knee and eye surgeries,
as well as endoscopies and ENT (ear, nose, and throat) operations intended to correct sleep apnea.
See Pet’r’s Ex. U.

In its findings, CMS attributed the cancelled surgeries to a lack of supplies caused by credit

holds from vendors. Jd. The survey first reviewed cancelled surgeries at RWMC, stating that the

20:8-11, 16:3-8.) At the hearing, Pillari further testified that he had not read the insurance carrier’s
response to the insurance claim prior to the deposition or the hearing. (Hr’g Tr. 399:5-10.)

® Eighteen of the surgeries have been rescheduled. One surgery was not rescheduled because the
patient did not attend their pre-operative visit. (Resp’t’s Ex. 11 (Liebman Aff.) § 20.)
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Hospitals’ CEQ was unable to manage the hospital finances, “as evidenced by the number of
vendors placed on credit hold due to lack of payment resulting in the failure to obtain necessary
supplies/equipment necessary resulting in 6 surgical procedures being cancelled in October 2023.”
Id. at 12. The survey review of OLF stated that “the hospital’s parent company failed to provided
funding necessary for the Chief Executive Officer{,] who is responsible for managing the hospital,
to make sufficient payments to its vendors resulting in several unpaid vendor accounts. This failure
to pay these vendor accounts resulted in the cancellation of several scheduled surgeries.” Id. at
22-23.

As corrective action, the Hospitals developed the “AP Task Force Group” (“AP Task
Force™), which is charged with the comprehensive review of supplies in relation to payables and
ensuring the “Supplies Status List” is constantly monitored to identify any possible interruption of
services due to lack of supplies or funds, /d. at 3-4, 13-14. The AP Task Force consists of leading
figures at PCC and the Hospitals, including the CEO, Chief Operating Officer (COQO), Chief
Nursing Officer, Chief Financial Officer (CFO), Vice President of Quality, AP Director, Executive
Director of Surgery, Director of Pharmacy, Lab Director, and Director of Supply Chain. Id. at 4,
14. The AP Task Force is required to meet at least three times per week with mandatory attendance,
although meetings are reported to occur daily. /d. at 3, 14; see also Hr'g Tr. 58:13-21; Resp’t’s
Ex. 11 (Liebman Aff)) § 19. |

Still struggling to pay down its accumulating accounts payable outstanding, Respondent
sent a letter to Petitioner through counsel on November 3, 2023 requesting a waiver of Condition
7.2. See Pet’r’s Ex. H. Specifically, Respondent sought an extension and waiver of compliance
with Condition 7.2 up to and including March 31, 2024, Id. Respondent stated that the cyber-attack

affected its ability to pay vendors, but assured Petitioner that it would be able to address accounts

10



payable outstanding in the nc#t three to four months and that its insurance claim regarding lost
revenue during the cyber-attack was “near completion.” /d. Rather than agreeing to Respondent’s
proposal, Petitioner chose to file an action in the Court.
D
Current Litigation and Events

On November 8, 2023, Petitioner filed to enforce the Decision pursuant to the HCA. See
Petition. The Petition alleged that Respondent violated multiple Conditions under the Decision,
namely Conditions 5.2, 7.1, 7.2, 10, 13, 14, 15, 16.2, 21, 23, and 33. (Petition § 55.) Petitioner
requested that the Court enter an injunctive order requiring Respondent to comply with all the
Conditions; order Respondent Ito comply with all operating covenants under the Decision; aﬁd
order Respondent to pay a penalty of up to two million dollars per violation of the HCA pursuant
to §23-17.14.30. Id. at 14-15 § 1-4. Petitioner contemporaneously filed a Motion for a Temporary
Restraining Order (TRO) and Preliminary Injunction. See Pet’r’s Mot. for Temporary Restraining
Order and Preliminary Injunction. On February 2, 2024, Petitioner submitted a supplemental
memorandum withdrawing the request for a TRO and instead focusing the motion on injunctive
relief for Respondent’s alleged violations of Condition 7.2. See Pet’r’s Suppl. Mem.

Since the beginning of the current action, further incidences of noncompliance with both
the Conditions of the Decision and requirements from other agencies have been recorded at the
Hospitals. On November 17, 2023, the Occupational Safety and Health Administration (OSHA)
sent a letter to OLF reporting that it had received notice of alleged hazards at OLF, including mold;
bedbug infestations; cockroaches unaddressed by a pest control service; mice in various areas; a
lack of functioning buttons to monitor radiation exposure; and Jeaking ceilings and pipes causing

slip and fall hazards. (Pet’r’s Ex. U, at 27.) OSHA declined to investigate and instead required

11



OLF to investigate and report their findings before November 27, 2023.'° /4. at 28.

Despite ongoing litigation regarding its failure to comply with Conditions, Respondent still
failed to fund the payment of sums owed to vendors for another consecutive quarter. Respondent’s
DPO was higher than ever on Decembe¥ 30,2023 at 127.51. (Harvey Aff. Ex. 12.) On December
30, 2023, “Supplier Reports” show RWMC owed vendors approximately $2,205,202 threce months
overdue and $8,339,791 more than three months overdue. (Pet’r’s Ex. F.) On December 30, 2023,
OLF owed vendors approximately $2,491,035 three months overdue and $8,439,663 more than
three months overdue. (Pet’r’s Ex. G.)

The Joint Commission {JC) completed accreditation reports for OL¥ on February 8, 2024
and RWMC on March 14, 2024. (Harvey Aff. Ex. K at Exs. 5, 6.) Each hospital received
“Requirements for Improvement” following instances of ' noncompliance recorded at both
facilities. Id. The JC’s reports include rankings for the likelihood of an observed condition causing
harm to a patient, visitor, or staff. /4. The report for RWMC featured two recorded conditions with
a high likelihood to cause harm, while the report on OLF featured ten recorded conditions with a
high likelihood to cause harm. /d.

Examples of incidents recorded by the JC at OLF included employgaes failing to follow
proper risk assessments before and during operations; a lack of documentation of devices and
inventory; expired filters on osmosis devices; water damage on walls and ceilings; a lack of
competency assessments for nurses administering sedation and performing blood-glucose testing;
improper sterilization techniques; unsecured supplies and medications that could be taken by

unauthorized individuals; expired medications; improper sedation of patients; failure to record

10 While these issues have been addressed by OSHA, there is no evidence before the Court that
these alleged hazards have been remedied.
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vital signs during blood transfusions; and a lack of proper inspection for AED devices. Id. at Ex.
5.

Examples of incidents recorded by the JC at RWMC included brown water flowing from
an eye wash device; empty oxygen cylinders mixed in with full oxygen eylinders; failure to inspect
and evaluate devices; black substances observed on walls; improper sterilization; failure to wear
personal protective equipment for hazardous medications like chemotherapy; lack of education or
evaluation regarding procedures for anesthesia staff; failure to record vital signs following blood
transfusions; discharge instructions issued to patients in the wrong language; a lack of process for
ensuring suppliers of implantation tissues are registered with the FDA; and failure to create and
implement infection prevention and control, Jd. at Ex. 6.

Following the JC reports, OLF was required to submit evidence of standards compliance
within sixty calendar days from the final posted report date, and an unannounced Medicare
Deficiency Survey would be conducted within 45 calendar days from the last day of the JC survey.
Id at 278. RWMC .received the same reguirements as a follow-up activity to resolve
noncompliance for its hospital program. Id. at 316. RWMC was also required to submit evidence
of standards compliance for its home care program within sixty calendar days from the final posted
report date. Jd.

On March 29, 2024, as the hearing for this motion was ongoing, RIDOH conducted a
complaint investigation survey of RWMC and determined that the condition of the hospital posed
an “Immaﬁiate Jeopardy” to the health and safety of patients based on the report. (Pet’r’s Ex. CC,
at 1-2,) RIDOH later verified that the condition that created the “Immediate Jeopardy”—water
leaking through the.l ceiling and into a light fixture with live electrical wires—was removed, but

substantial noncompliance with CMS conditions remained. fd. Examples of noncompliance
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included failure to maintain emergency lighting systems; failure to maintain fire suppression
systems in the hospitai’s kitchen; and extensive water leaks in multiple areas of the hospital. Id.
The report stated that “the hospital failed to maintain the condition of the physical [building] and
overall hospital environment in a manner to ensure the safety and well-being of patients.” Id. at
13.

In the instant motion, Petitioner requests a preliminary injunction ordering Respondent to
immediately fund the payment of the 90-day or more accounts payable of the Hospitals amounting
to $21,475,691 as of December 30, 2023 and requiring Respondent’s continuved quarterly
compliance to fund the accounts payable pursuant to Condition 7.2 of the Decision. (Pet’r’s Suppl.
Mem. 9-10.) On March 26 and April 3, 4, and 5, the Court held a hearing where both parties
presented and examined witnesses and evidence. See Hr’g Tr. Closing arguments were heard on
April 30, 2024. See Closing Arg. Hr’g Tr.

II
Standard of Review

“‘[Tihe decision to grant a preliminary injunction rests within the sound discretion of the
hearing justice{.]"” Vasquez v. Sportsman’s Inn, Inc., 57 A.3d 313, 318 (R.1. 2012) (quoting Town
of Coventry v. Baird Properties, LLC, 13 A.3d 614, 620 (R.1. 2011)).

“Before granting a preliminary injunction, a frial justice must
consider whether the party seeking an injunction: (1) has a
reasonable likelihood of success on the underlying merits of its
claim; (2) will suffer irreparable harm if the court refuses to grant
the injunctive relief; (3) has the balance of equities, which includes
an analysis of the possible hardships to each party and the public
interest; and (4) has demonstrated that a preliminary injunction will
preserve the status quo.” Griggs & Browne Pest Control Co., Inc. v.

Walls, 305 A.3d 1256, 1260 (R.1. 2024).

The hearing justice may grant a preliminary injunction if the moving party has “‘established a
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prima facie case warranting preliminary injunctive relief].})*” Finnimore & Fisher Inc. v. Town of
New Shoreham, 291 A.3d 977, 983 (R.1. 2023) (quoting Gianfrancesco v. A.R. Bilodeau, Inc., 112
A.3d 703, 708 (R.I. 2015)). “When a preliminary injunction is mandatory in nature in—that it
commands action from a party rather than preventing action—a stricter rule applies and such
injunctions should be issued only upon a showing of very clear right and great urgency.” King v.
Grand Chapter of Rhode Island Order of Eastern Star, 919 A.2d 991, 995 (R.L. 2007) (citing
Giacomini v. Bevilacqua, 118 R.1. 63, 65,372 A.2d 66, 67 (1977).
11
Analysis
Mandatory Preliminary Injunction
A preliminary injunction is mandatory when “it commands action from a party rather than

preventing action.” King, 919 A.2d at 995. “‘{Wthen an injunction mandatory in its nature is asked
for, a stricter rule obtains. Owing to the extraordinary character of the remedyl[,} it should be
granted on preliminary application only in cases of great urgency and when the right of the
complainant is very clear.”” Giacomini, 118 R.I. at 65, 372 A.2d at 67 (quoting Smart v. Bosion
Wire Stitcher Co., 50 R.1. 409, 415, 148 A. 803, 805 (1930)). The Rhode Island Supreme Court
discussed the standard for mandatory preliminary injunctions in King:

“The trial justice properly articulated the onerous standard for

granting a preliminary injunction that is mandatory in nature:

‘Parties seeking such relief must establish first that there is a

likelihood of success on the merits of the underlying complaint;

second, that irreparable harm will result if injunctive relief is not

granted; third, that the balance of the equities in the public interest

is served by injunctive relief; and, fourth, that the status quo between

the parties will most likely be maintained by the injunctive relief

sought . . . When an injunction mandatory in its nature is asked for,

a stricter rule obtains than when an injunction that preserves the

status quo is sought. Owing to the extraordinary character of the
remedy, it should be granted on preliminary application only in
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cases of great urgency, and when the right of the complainant is very
clear[.]"” King, 919 A.2d at 1000.

The Court finds that Petitioner’s injunctive request is mandatory in nature. While Petitioner
seeks to prevent Respondent from violating Condition 7.2, Respondent would be required to pay
down the outstanding accounts payable through an affirmative act. Because this is a request for a
mandatory preliminary injunction, the Court considers the four elements of a preliminary
injunction—likelihood of success on the merits, irreparable harm, balance .of the equities, and
status quo—and the two additional elements required for mandatory preliminary injunctions, very
clear right and great urgency. See Faraone v. Wood, C.A. No. 84~?;7]6, 1985 WL 663387 (R.L
Super. Feb. 1, 1985) (evaluatir;g a request for a mandatory preliminary injunction using the four
elements of a preliminary injunction first before applying the two elements of a mandatory
injunction).

A
Elements of Preliminary Injunction
1
Reasonable Likelihood

Courts “do not require a certainty of success” to grant a preliminary injunction. Fund for

Community Progress v. United Way of Southeastern New England, 695 A.2d 517, 521 (R.L. 1997).

46

Rather, the movihg party is only required to ““make out a prima facie case.””” DiDonato v. Kennedy,

822 A.2d 179, 181 (R.1. 2003) (quoting Fund for Community Progress, 695 A.2d at 521).
Petitioner argues he has a substantial likelihood of success given his requirement as the

Attorney General to enforce the HCA and the Decision, and Respondent’s repeated violations of

Condition 7.2 of the Decision. (Pet’r’s Suppl. Mem. 2-5.) Petitioner asserts that Respondent

neglected to pay its accounts payable consecutively, with the September 29, 2023 quarter showing
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a failure to pay since June 30, 2023, and the December 30, 2023 quarter showing a failure to pay
since September 29, 2023. Id. at 6. Respondent argues that Petitioner has not demonstrated that he
has a Subst@tial likelihood of success on the merits because Respondent has claimed a defense of
impracticability and Petitioner has not successfully rebutted the claim. (Resp’t’s Post-Hr’g Mem.
15-16.)

Before evaluating the reasonable likelihood of success prong, the Court will address the
parties’ disagreement regarding the method that should be used to determine whether Condition
7.2 was violated, as well as the amount of money required to bring accounts payable outstanding
into compliance. TQ determine whether Condition 7.2 was violated, Petitioner references the
quarterly Supplier Reports, which feature a chart with entries for money owed to vendors with
separate columns for “3 Months Overdue” and “Over 3 Months Overdue.” See Pet’r’s Exs. B-G.
Petitioner asserts that Condition 7.2 does not contain language requiring a DPO calculation, but
rather notes that the Respondent shall provide funding so that accounts payable are less than ninety
days at the next quarterly installment. (Closing Arg. Tr. 10:1-9.) Using Petitioner’s method,
Respondent must pay $21,475,691 in order to render accounts payable less than ninety days as of
December 30, 2023. (Pet’r’s Post-Hr’g Mem. 15.}

Respondent argues that Petitioner’s method of computing accounts payable is incorrect
because the plain language of Condition 7.2, speciﬁcally the term “accounts payable days
outstanding,” indicates that the number of days must be below ninety. (Resp’t’s Mem. 26.)
Respondent asserts that “accounts payable days outstanding” is a recognized accounting ténn
- where the average number of days it takes a business to pay its bills is determined by an accounting
formula. /d. at 25. Respondent avers that Petitioner does not assert that Respondent’s accounts

payable days outstanding exceeded ninety days, but rather alleges that Respondent had certain
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accounts payable that exceeded ninety days outstanding at various quarters. Jd. at 25-26,
Respondent uses DPO calculations instead of the Supplier Reports to assess its compliance under
Condition 7.2. Id at 8 (“[A]t the next quarterly measurement, June 30, 2023, Prospect
CharterCARE’s DPO was 89.06.”). Using Respondent’s DPO calculations, Respondent would
need to pay $17,326,526 in order to render accounts payable less than ninety days as of December
30, 2023. (Harvey Aff. at 5.)

For the purposes of deciding this motion, the Court will apply the DPO calculations as
suggested by Respondent to determine whether Condition 7.2 was violated. The Court will
definitively decide whether DPO calculations or another method should be 'used to calculate
accounts payable days outstanding at the time of the hearing. {f the Court finds that the factors for
a mandatory preliminary injunction are met, Respondent will be required to pay $17,326,526,
which is the amount necessary to bring accounts payable below ninety days as of December 30,
2023. 4.

Considering the evidence presented by Petitioner, there is more thaﬁ a reasonable
likelihood that Petitioner will succeed on the merits. Petitioner produced various documents
showing that Respondent violated Condition 7.2 because its accounts payable exceeded ninety
days multiple times, and, in at least two instances, for consecutive quarters. (Harvey Aff. Exs. 8-
12.) Respondent’s DPO calculations, which were completed for the end of each quarter, show it
was out of compliance with Condition 7.2 on December 30, 2022; March 30, 2023; September 30,
2023; and December 30, 2023. Id. at Exs. 8, 9, 11, 12. Petitioner also produced Respondent’s
- Supplier Reports—Ilikewise issued on a quarterly basis—ifrom June 30, 2023; September 29, 2023;
and December 30, 2023 that document the increasing millions of dollars owed to vendors quarter

after quarter. (Pet’r’s Exs. B-G.)
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Moreover, counsel for Respondent sent a letter to Petitioner on November 3, 2023
admitting that the accounts payable days outstanding exceeded ninety days on Sepiember 30,
2023—purportedly due to the cyber-attack, although the accounts payable. oufstanding already
exceeded ninety days for quarters ending on December 30, 2022 and March 30, 2023. In the letter,
it was noted that accounts payable must be less than ninety days at the next quarterly measurement
on December 31, 2023, but Respondent failed to pay down the accounts payable outstanding by
that date. Id. at Ex. 12. Respondent’s own admissions and DPO calculations show its repeated
violations of Condition 7.2 and confirm Petitioner’s likelihood of success on the merits at trial.

2
Irreparable Harm

“A party seeking injunctive relief must demonstrate that it stands to suffer some
{rreparable harm that is presently threatened or imminent and for which no adequate legal remedy
exists to restore that plaintiff to its rightful position.” Nye v. Brousseau, 992 A.2d 1002, 1010 (R.L
2010) (quoting National Lumber & Building Materials Co. v. Langevin, 798 A.2d 429, 434 (R.I.
2002)). “Such irreparable injury must be either presently threatened or imminent. Injuries which
are prospective in nature, or which might not occur, cannot form the basis for injunctive relief.” In
re State Employees’ Unions, 587 A.2d 919, 925 (R.I. 1991). “The moving party seeking a
preliminary injunction must demonstrate that it stands to suffer some irreparable harm that is
presently threatened or imminent and for which no adequate legal remedy exists to restore that

plaintiff to its rightful position.” Fund for Community Progress, 695 A.2d at 521,
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i
The HCA and the Attorney General
Pursuant to § 23-17.14-3, the HCA’s purpose is, infer alia, to “assure the viability of a safe,
accessible and affordable healthcare system that is available to all of the citizens of the state” and
“to assure that standards for community benefits continue to be met . . . .” Section 23-17.14-3.
Importantly, after the attorney general reviews and approves a conversion, the conversion “shall
remain subject to the authority of the attorney general pursuant to § 23-17.14-21 hereof.” Section
23-17.14-5. Moreover,
“If any person knowingly violates or fails to comply with any
provision of this chapter or willingly or knowingly gives false or
incorrect information:
“(1) The director or attorney general may, after notice and
opportunity for a prompt and fair hearing to one or more transacting
parties, deny, suspend, or revoke a license, or in lieu of suspension
or revocation of the license, may order the license to admit no
additional persons to the facility, to provide health services to no
additional persons through the facility, or fo take any corrective
action necessary fo secure compliance under this chapter, and

impose a final of not more than two million dollars ($2,000,000).”
Section 23-17.14-30 (emphasis added).

In R Turnpike & Bridge Authority v. Cohen, our Supteme Court proffered that “[iJn
limited instances, courts have recognized that, by statute, the Legislature may abrogate the
irreparable-harm requirement.” R. 1. Turnpike & Bridge Authority v. Cohen, 433 A.2d 179, 182 n.
5 (R.I_. 1981) (citing Fleming v. Salem Box Co., 38 F. Supp. 997, 998-99 (D. Or. 1940); Arizona
State Board of Dental Examiners v. Hyder, 562 P.2d 717, 719 (Ariz. 1977)). Here, Petitioner
argues “the General Assembly . . . has effectively abrogated the requirement of irreparable harm
in seeking injunctive relief.” (Pet’r’s Mem. 14 (citing § 23-17.14-28(d)(4)). According to
Petitioner, immediate injunctive relief is the only means to enforce his decision under the HCA.

Id
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The Court finds Petitioner’s argument as to irreparable harm and his citation to R.[
Turnpike & Bridge persuasive. In a recently decided case, the Rhode Island Superior Court
surveyed neighboring states and their disposal of the proof of irreparable harm requirement during
injunctive proceedings. State v. BTTR, LLC, No, PC-2022-04492, 2023 WL 3183738, at *3 (R.].
Super. Apr. 24, 2023) (McHugh, J.) The BTTR, LLC Court—albeit in the context of a different
statute—stated that other courts have held “that their legislatures presumed irreparable harm by
authorizing their attorney(s] general{] to seek injunctions for violations of the statute. Id. (citing
Commonwealth v. Massachusetts CRINC, 466 N.E.2d 792, 798-99 (Mass. 1984) (“The Attorney
General is not required to demonstrate irreparable harm . . . the judge who decides whether an
injunction should issue needs to consider specifically whether there is a likelihood of statutory
violations and how such statutory violations affect the public interest.”); Départment of
Transportation v. Pacitti, 682 A.2d 136, 139 (Conn. App. Ct. 1996) (“Irreparable harm need not
be shown in a statutory interpretation injunction case . . . enactment of the statute by implication
agsures that no adequate alternative remedy exists and that the injury was irreparable[.]”)

Beyond the cases addressed by BTTR, LLC, there is other caselaw in which the irreparable
harm requirement for a preliminary injunction was waived in actions brought under statute by a
state’s attorney general. See e.g., City of New York v. Golden Feather Smoke Shop, Inc., 597 F.3d
115, 120 (2nd Cir, 2010) (“In certain circumstances, generally when the party seeks a statutory
injunction, [the Second Circuit has] dispensed with the requirement of showing irreparable harm,
and instead employ(s] a presumption of irreparable harm based on a statutory violation™);
Department of Financial Institutions v. Mega Net Services, 833 N.E.2d 477, 485-86 (Ind. Ct. App.
2005) (“When the per se rule is invoked, the trial court has determined that the defendant’s actions

have violated a statute, and, thus, that the public interest is so great that the injunction should issue
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regardless of whether the plaintiff has actually incurred irreparable harm . . . .”)

While the HCA does not expressly allow for the issuance of injunctive relief for violation
of the statute, it provides that Petitioner is authorized “to take any corrective action necessary to
secure compliance under this chapter{,]” and “the attorney general may seek immediate relief in
the superior court to enforce any conditions of approval of a conversion|.}” Section 23-17.14-
28(d)(4) (emphasis added). The Court finds that the language of the statute is sufficiently broad to
encompass injunctive relief as one of the remedies available to Petitioner to ensure compliance
with the HCA. See id. Accordingly, Petitioner need not prove that irreparable harm was caused by
Respondent. Notwithstanding this, Petitioner has made a sufﬁciént irreparable harm showing.

i
Evidence of Irreparable Harm
a.
Petitioner’s Statutory Authority

Petitioner asserts that the high amount of outstanding accourits payable has not
meaningfully improved since the Hospitals incurred the supply shortages and that vendors faced
with unpaid bills cannot be expected to indefinitely supply the Hospitals while they are in arrears.
(Pet’r’s Suppl. Mem. 8.) Petitioner argues that irreparable harm is shown by the nineteen cancelled
surgeries thét occurred in October 2023 and the reported deficiencies discovered by the
Department of Health and Human Services Centers for Medicare and Medicaid in November 2023.
Id. at 7. Respondent argues that there is no risk of irreparable harm because Respondent and the
lHospitals are constantly managing the supplies to ensure continued safe clinical care. (Resp’t’s
Mem. in Supp. of its Obj. to Pet’r’s Mot. for Inj. (Resp’t’s Mem.) 17.) Respondent also asserts that

Petitioner can access the escrows and use the funds to pay down the accounts payable outstanding
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if Respondent violates certain conditions. /d. at 19.

“In Rhode Island, the attorney general is vested with all the powers that that office
possessed at common law. State v. Lead Industries Association, Inc.,951 A.2d 428,471 (R.1. 2008)
(citing Suitor v. Nugent, 98 R.1. 56, 58, 199 A.2d 722, 723 (1964)). “Indeed, the Rhode Island
constitution recognizes the Office of the Attorney General and provides for its continued existence
with all the powers inherent at common law; it also provides that the General Assembly may imbue
the Attorney General with powers in addition to those common law powers.” Lead Industries
Association, Inc., 951 A.2d at 471 (citing Suitor, 98 R.I. at 58, 199 A.2d at 723)).

“Unlike other attorneys who are engaged in the practice of law, the Attorney General ‘has
a common la\y duty to represent the public interest.”” Id. (quoting Newport Realty, Inc. v. Lynch,
878 A.2d 1021, 1032 (R.1. 2005)). “The Attorney General of the State of Rhode [sland holds a
constitutional office with specific and significant responsibilities to the people of Rhode Island.”
Mottola v. Cirello, 789 A.2d 421, 424 (R.1. 2002) (citing State v. Peters, 82 R.1. 292, 297, 107
A.2d 428, 431 (1954) (“[The Attorney General] is in effect the representative of the people and
not an advocate in the ordinary meaning of that term . . . . He represents all the people of the [state]
Y}

“It is the duty of the Attorney General to see to it ‘that justice shall be done’ . . . while he
or she carries out all the functions of that high office-including engagement in litigation in the civil
arena,” Lead indusn'ies Association, Inc., 951 A.2d at 473 (citing Berger v. United States, 295
U.S. 78, 88 (1935)). “Accordingly, the Attomeyv General in Rhode Island has broad powers and
respohsibilities pursuant to the Rhode Island Constitution, several Rhode Island statutes, and the
common law. Id. “In view of the Attorney General’s position as a constitutional officer and in

view of his or her considerable discretionary powers, [our Supreme Court] has historically tended,
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whenever appropriate, to give deference to the strategic and tactical decisions made by those who
hold that high office.” Id. at 474 (citing Mottola, 789 A.2d at 425).

An examination of the Decision supports the Court’s conclusion that Respondent is not in
compliance with Condition 7.2, hindering Petitioner’s statutory enforcement power. Specifically,
Petitioner emphasized the necessity of the financial conditions in the Decision, stating “[w]hether
PMH will continue to subsidize PCC and its Rhode Island Hospitals is a major concern.” (Pet’r’s
Ex. A, at 28.) The Decision also provided that Petitioner was apprehensive about the difference in
the Hospitals’ revenue and expenses in 2021, given that RWMC and OLF experienced $16.6
million and $8.7 million in losses, respectiveiy. Id. at 27. Auditors for the Hospitals, and PCC
categorized the entities as ‘““financially dependent on [their] parent company.” Id. Petitioner’s
grim prediction that Respondent may be without a long-term strategy when “the light starts (or
continues) flickering in Rhode Island[}” seems to have come to fruition. Id. at 29.

The Court finds that Petitioner’s regulatory enforcement power as a government agent has
been irreparably harmed by Respondent’s repeated failure to adhere to Condition 7.2 in the
Decision. See generally Pet’r’s Ex. A. In accordance with § 23-17.14-28(d), the acquiror under the
HCA must comply with the conditions set by the Attorney General for five ycars following the
conversion. Petitioner carefully crafted various conditions to protect the Hospitals as invaluable
sources of healthcare for Rhode Island’s vuinerable populations. Petitioner credibly established
that Respondent failed to uphold Condition 7.2 of the Decision on multiple instances, undermining

Petitioner’s regulatory authority and causing Petitioner harm.!!

" The Court’s finding of irreparable harm based on hindrance of the Attorney General’s statutory
enforcement power finds support in other jurisdictions. The Court believes this conclusion is akin
to an attorney general not needing to prove irreparable harm because the harm is presumed. See
Commonwealth, 466 N.E.2d at 799, State ex rel. Office of Attorney General, Bureau of Consumer
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b.
Respondent’s Use of Accounts Payable

Beyond its defiance of the Petitioner’s regulatory regime pursuant to the HCA, Respondent
is effectively using the Hospitals’ accounts payable as a line of credit to pay the bills for its other
hospitals around the country. In the Decision, Petitioner warned that “Rhode Islanders can ill
afford their healthcare infrastructure serving as a private bank for private investors.” (Pet’r’s Ex.
A, at 50.) Petitioner’s trepidation in approving Respondent’s purchase of the Hospitals has proven
to be well-placed as Respondent benefits from the Hospitals’” government assistance while refusing
to pay the Hospitals’ expenses.*

The Hospitals® AP Director, Steve Salisbury, requests funding weekly from Respondent,
but the amount received in return is constantly lower than the amount necessary to keep the
Hospitals well-stocked and in good standing with suppliers. (Pet’r’s Ex. S, at 6 (“Steve Salisbury
discussed uncertainty of the amount of money he will receive for this week. Last week $730,000
was released[,] but some payment agreement plans were not paid.”); 7 (“There have only been
[two] payment plans paid both last week and noné were the large surgical vendors. [Salisbury]

continued to be concerned with the uncertainty of the amount of money he will receive for this

Protection v. NOS Communications, Inc., 84 P.3d 1052, 1054 (Nev. 2004); United Stales v.
Barnes, 912 F. Supp. 1187, 1195-96 (N.D. Iowa).

12 Petitioner noted in the Decision that Respondent benefitted from federal and state aid provided
to the Hospitals, especially during the COVID-19 pandemic. (Pet’t’s Ex. A, at 33, 38.) Petitioner
quoted Leonard Green Partner John Baumer’s own description of Respondent’s pattern of
acquiring hospitals that are “‘often losing money and going out of business’” and “load{ing] {them]
up with debt.” Jd. at 38 (“PMH and its subsidiaries received hundreds of millions of dollars in
financial aid from federal and state governments in 2020, and are hoping for more.”)
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week, Last week . . . he asked how the hospital can get more money.”); 10 (“We currently owe
[$]42 million, of that, [$]22 million are over 90 days and [$]8 million is over 120 days. [Two]
weeks agof,] we only received $730,000 and last week $990,000 for bills.”); 23 (“There was no
money received yesterday. Today’s ask was $1.6 million, and Steve does not think it will be
received. Many non-surgical vendors as well as physicians are in need of payment.”); 25 (“The
hospital owes $43 million to 726 vendors. $1.2 million is over 365 days, $9.4 million is over 210
days. $24.4 million is over 90 days.”).)

While its Rhode Island ventures struggle, Respondent prioritizes its California investments.
Respondent states that, in order to meet regulatory requirements for licensing by the California
Department of Managed Healthcare, it must have over $130 million in cash or cash equivalents
available. (Hr’g. Tr. 364:11-14.) Specifically, Alfredo Sabillo (Sabillo), CFO of PMH, testified
that “in the last year our regulator, the California regulators and the Department of Managed
Healthcare and our lenders have required us to replace our collateral into cash for what is being
needed to meet [California Department of Managed Healthcare] requirements.” /d. at 364:22-25.
- When asked whether Respondent could use any of the $138 million in cash to pay the accounts
payable, Sabillo responded “{ulnfortunately, no. We cannot.” Jd. at 364:7-9.

Although the Court understands Respondent’s position that it must stay in compliance with
California’s regulations to keep its operations in Rhode Island ongoing, the Court is troubled at
Respondent’s prioritization of its entities in one state over anather, particularly to Rhode Islanders’
detriment. Respondent agreed to certain financial conditions to take ownership of the Hospitals in
2021. Respondent’s obligation to comply with regulatory requirements imposed upon it by Rhode
Island is no less important or stringent than its obligation to comply with California requirements.

The Hospitals are not the only medical facilities that have been neglected under
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Respondent’s ownership. On March 12, 2024, the Delaware County Court of Common Pleas
ordered Respondent to provide adequate security—$20 million in escrow—for the rent, taxes, and
other costs associated with hospitals Respondent owns in Springfield, Pennsylvania through its
subsidiary, Crozer Health. (Pet’r’s Ex. BB, at 3.) The Foundation for Delaware County brought a
motion requesting the order because Respondent owed $490,000' in back rent and fees as well as
$1.6 million in ta'\xes for its Springfield campus properties as of November 2023. Id.

Respondent’s actions in Pennsylvania match its pattern of noncompliance and financial
maneuverihg in Rhode Island. In 2022, Respondent attempted to close Delaware County Memorial
Hospital to convert it to a behavioral health ho'spital in violation of the conditions of its purchase
agreement of Crozer Health, which required that Crozer hospitals be kept open as acute care
hospitals until 2026. Id. In another parallel between ifs Pennsylvania and Rhode Island entities,
Respondent is both seeking a buyer for Crozer Health in Pennsylvania and waiting on a pending
HCA application to sell PCC and the Hospitals to the Centurion Foundation, Inc. in Rhode Island.
See id.; Harvey Aff. at Ex. 7.

Respondent’s ﬁse of the Hospitals as a private bank and treatment of accounts payable as
a credit facility loan in violation of the Conditions and the HCA C(;nstitutes irreparable harm.
Petitioner imposed financial conditions on Respondent because he noted Respondent’s history of
using safety-net hospitals to avoid taxes, benefit from government subsidiaries, ‘and provide debt-
financed dividends to private investors. (Pet’r’s Ex. A, at 38, 49.) Petitioner decided financial
conditions were “necessary to protect the State and its citizens from the fallout of such previous
practices and from the practices themselves going forward.” /4 at 50. Respondent cannot be
permitted to dig the Hospitals into deeper debt and pocket profits created through operating crucial

healthcare facilities with bare minimum funding.
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Moreover, Respondent claims that funding the Hospitals’ debts would induce its
banokruptey, despite the fact that its 2023 liability figures indicate that it is already operating with
a $2 billion deficit. See Hr'g Tr. 376:15-19, 377:1-17 (Sabillo discussing Respondent’s total assets
of $2 billion and total liabilities of $4 billion). Requiring Respondent to fulfill financial conditions
by paying the Hospitals® debts to vendors in the amount of $17 million would be pegligible in
comparison. It is difficult to categorize compliance with Condition 7.2 as the proverbial straw
breaking the camel’s back when Respondent is already operating in debt and recently received a
court order for payment of a similar amount to its Pennsylvania entities. See Ex. CC.

c.
The Hospitals’ Supply Issues

Finally, the lack of reliable supplies at the Hospitals is causing irreparable harm through
interrupting important services; threatening the Hospitals’ licensing and accreditation; diverting
resources to manage supplies and payments to vendors; and ruining the Hospitals’ reputation with
suppliers. The consequences of Respondent’s debts to vendors manifested in October 2023 when
nineteen surgeries were cancelled due to lack of supplies. (Pet’r’s Ex. U (Spooner Aff)) 6-19.)
During an investigation by CMS, the Director of Supply Chain was interviewed:

“[TThe last 4-6 weeks they have had an increase in the number of
vendors on credit holds. He stated that there were currently 251
vendors who had placed the hospital on credit holds due to unpaid
accounts. He stated that there have been credit holds on accounts for
approximately the past 13-14 months. He stated that some of the
vendors will release some supplies, some will send a portion of the
requested orders, and some will not send any more until the past due
accounts are paid. He stated that it changes weekly depending on
what companies are paid.” Jd. at 8-9.

On October 30, 2023, CMS investigators interviewed the CEO of the Hospitals, Dr.

Liebman:
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“[Hle revealed that he was unaware that surgical cases were
cancelled due to credit holds. He further revealed that the hospital
receives an ‘allowance’ every week and he doesn’t know how much
money that will be from week to week, and that he can request a
certain amount of money but may only receive half of that amount.
He indicated that he does not have enough money in the ‘allowance’
to pay all the vendors that are owed money.” Id. at 25.

On November 1, 2023, Dr. Liebman was interviewed a second time:

“[H]e stated that he was unaware of the endoscopy cases cancelled.
He was also unaware that the cases were cancelled due to a credit
hold on the company Boston Scientific which provides the supplies
necessary to complete the procedures. Additionally, he reports he
has daily meetings relative to the finances and that the hospital is on
credit holds with some vendors as the hospital does not receive
enough money from ‘California® to cover all the expenses.” /d. at 9.

At the hearings, Dr. Liebman was asked if the surgeries were cancelled because the
Hospitals did not pay vendors to release the supplies. (Hr’g Tr. at 43:6-10.) Dr. Liebman was
reluctant to admit that the lack of supplies was caused by unpaid vendors withholding service: “I
don’t know that for a fact. So[,] there are times we have delays in supply delivery, for example.
All T know is that the supplies weren’t there.” Id. at 43:11-13. Regardless of Dr. Liebman’s
hesitancy to discuss the credit holds during his testimony, it appears the statements he made to
CMS in 2023 that “California” (Respondent) does not send enough money to cover the Hospitals®
expenses are still pertinent, as evidenced by Steve Salisbury’s repeated reports in AP Task Force
meeting minutes through 2024 that Respondent does not provide requested funding. See Pet’r’s
Ex. S.

The AP Task Force was formed to address supply shortages that caused surgery
cancellations in October 2023. However, rather than creating a reliable stock of supplies at the

Hospitals, the AP Task Force seems to divert resources away from patient care or staffing

management and towards balancing the ever-growing list of accounts on hold due to outstanding
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debt, mitigating supply shortages by chasing down supplies from other hospitals, and pleading for
funding from Respondent, who rarely provides the money requested. See Pet’r’s Ex. S, at 27
(“There is constant balancing to try to pay surgical needs as well as keeping other disciplines up
and running smoot}.lly.”), The AP Task Force requires significant time and energy from some of
the Hospitals’ most important figures: the Hospitals” CEO, CFO, COO, Chief Nursing Officer,
Vice President of Quality, AP Director, Executive Director of Surgery, Director of Pharmacy, Lab
Director, and Director of Supply Chain. See Pet’r’s Ex. O.

- AP Task Force meeting minutes repeatedly show that there are critically low supplies or
no supplies at all at both Hospitals. (Pet’r’s Ex. S, at 5 (“Critical: Arthrex continues on credit hold,
risk of inability to book ACL.”); 6 (“Critical: Arthrex continues on credit hold at both sites. They
are on list for payment this week;” “MTF — Order not released and currently on credit hold.”); 7
(“Lynn Leahey shared with the group that if Arthrex is not paid by next Monday, 2 cases of Dr.
Mirrer’s, both shoulder, may need to be cancelled.”); 23 (“Sfryker and Globus are major concerns.
Both are continuing to support cases but are requesting large payments per payment plan. There is
no supply on shelves as these supplies are ordered as cases are booked.”); 28 (“Implant vendors {]
are a major concern requiring large bayment because these are not stocked items and the hospital
will have no advance notice if on credit hold until the companies do not deliver.”)).

Each week, the AP Task Force reviews spreadsheets compiled by hospital employees, like
the Suﬁply Chain Manager or Surgical Service Director, documenting the status of surgical, lab,

and medsurge!? supplies at the Hospitals. See Pet’r’s Ex T; Hr’g Tr. 63:6-11. Spreadsheets from

13 “Medsurge supplies” refers to medical surgical supplies used to support patients before and after
surgery. See Hr'g Tr. 16:23-24 (“[The supplies) support a number of different departments in the
hospital, and that’s the same for MedSurge, what happens after you get out of surgery[.]); id. at
87:18-20 (“{Medsurge] means that anywhere that we might have a medical surgical type of patient
in the entire breadth of service.”).
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November 2023 through February 2024 show multiple instances of “red” urgent matters claiming
supplies have ran critically low or are completely out of stock at the Hospitals.! See Pet’r’s Ex. T.

2% Gt

The spreadsheets are rife with phrases like “none on hand,” “cannot outsource,” “cannot pull
records till paid,” “orders on hold,” and “need payment to release orders.” Id. at 8, 9, 15, 20, 104,
120. In every spreadsheet, the column for the total amount owed to vendors ranges from $5,000 or
less to over $350,000, with “$0” appearing as a rarity. See Pet’r’s Ex. T.

Some spreadsheet entries are particularly disturbing, like the red cefls documenting the
status of vendor BioCare on the Lab Supply Review spreadsheet for December 12, 2023: “stains
and antibody tests for patient diagnosis . . . will turn away cancer patients 12/15/2023 . . . Orders
are not being released; the entire balance needs to be paid to release orders.” J/d. at 96. Another
alarming entry from a February 28, 2024 spreadsheet shows a “Run Out Date” of supplies from
vendor Immucor on “1/19/2024,” stating “{clan’t give out blood or perform surgeries without this
vendor . . . NEED TO RECEIVE CHECK BEFORE ORDERS ARE RELEASED.” Id. at 182.

As Petitioner stated during the hearing, these supply spreadsheets show that “[the AP Task
Force] hafs] rung the urgency bell more than 300 times in three months[.}” (Closing Arg. Tr. 18:23-
25.) Respondent argued that the spreadsheets “aren’t accurate,” were created by “someone in
accounts payable” who was “overzealous maybe in some of their entries,” and included “repeaf[s]
of the same entry.” (Closing Arg. Tr. 45:6-8, 45:22-25, 46:7-13.) Assuming Respondent’s
assertions are true, the Court finds it troubling that a task force created to address deficiencies

discovered by CMS and meet conditions of participation for Medicare and Medicaid services is

4 The spreadsheets are color-coded: entries in red cells indicate the need for supplies to ensure
procedures are completed as scheduled is “urgent,” yellow cells convey a “warning” that the
demand for supplies on schedule may be greater than what the Hospitals have in stock; and green
cells mean there are no issues looking forward. (Hr’g Tr. 64:10-14, 64:23-25, 65:1-7.)
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frequently meeting to review inaccurate épreadsheets and produce meeting minutes reporting the
same inaccurate information contained in the spreadsheets.

Respondent claims that there is no threat of irreparable harm because the escrow funds
“would cover the alleged accounts payable” and promotes the use of the escrow as a solution to
‘pay down its debts to vendors. (Resp’t’s Mem. 19.) Section 6.4(b) of the Decision provides:

“The funds in the Escrows shall, at the written direction of the

Attorney General, be distributed to the Agent/Trustee, if, as

determined by the Attorney General (1) Prospect fails to comply

with its obligations under 1. Financial Conditions (Conditions 5-11)

or Condition 22 (Continuity of Services), and/or (ii) an Insolvency

Event occurs.” (Pet’r’s Bx. A, at 77.) (emphasis added).
The language of Section 6.5(a) places the discretion in Petitioner’s hands regarding disbursal of
the escrow funds in the event of noncompliance or insolvency. /d. ln this case, Petitioner has
determined that “[t]his $45 million {in escrow funds] is to keep these hospitals afloat.” (Hr’g Tr.
36:8-9.)

Furthermore, Petitioner stated in the Decision that the escrow funds served a two-fold
purpose: (1) to protect hospital operations in the case of an insolvency event and (2) to prevent
Respondent from using the Hospitals “like it has those in other states: as assets available for
encumbrance by [Respondent] in order to forestall a liquidity crunch or insolvency crisis brought
on by a business model that has prioritized returns on investment over the needs of safety-net
hospitals.” Jd. at 50. If escrow funds were used to pay debts Respondent accrued in violation of

Condition 7.2, it would reward Respondent for the very conduct that the escrow was designed to

prevent,
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3
Balance of the Equities

In balancing the equities, “the relief which.is sought must be weighed against the harm
which would be visited upon the other party if an injunction were to be granted . . . In connection
with any such balancing equation, the court is obliged to consider, as an integral factor, the public
interest.” In re State Employees’ Unions, 587 A.2d at 925, The Rhode Island Supreme Court has
stated that:

““in considering the equities, the hearing justice should bear in mind
that ‘the office of a preliminary injunction is not ordinarily to
achieve a final and formal determination of the rights of the parties
or of the merits of the controversy, but is merely to hold matters
approximately in status quo, and in the meantime to prevent the
doing of any acts whereby the rights in question may be irreparably
injured or endangered.”” Fund for Community Progress, 695 A.2d
at 521 (quoting Coolbeth v. Berberian, 112 R.1. 558, 564,313 A.2d
656, 659 (1974)).

Petitioner argues an injunction will advance the public interest of Rhode Islanders and
safeguard the quality of medical care provided by the hospitals to the public and patients. (Pet’r’s
Suppl, Mem. 8.) Petitioner asserts that Respondent would suffer no meaningful harm if it were
compelled to maintain compliance with its obligations under Condition 7.2. Jd. Respondent asserts
that the balance of equities tips in its favor because a preliminary injunction requiring Respondent
to pay outstanding accounts payable could result in Respondent’s bankruptcy and the subsequent
closure of the Hospitals. (Resp’t’s Mem. 26.) Respondent argues that granting the injunction would
result in a loss of faith in Respondent and the Hospitals, meaning medical staff would leave,
academic affiliations would end, patients would choose not to visit, and vendors would no longer

provide supplies. /d. at 27,

In 2021, Respondent assumed full ownership of the Hospitals with the understanding that
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the transaction was subject to the Conditions established by Petitioner under the HCA. The Rhode
Island legislature promulgated the HCA “because hospitals in Rhode Island that have provided
and continue to provide important services to communities [ submit{ted] that their survival may
depend on the ability to enter into agreements that result in the investment of private capital and
their conversion to for-profit status” and the Rhode Island General Assembly had “concerns that
hospital networks may engage in practices that affect the quality medical services in the
community as a whole and for more vulnerable members of society in particular.” Section 23-
17.14-2(6)-(8). The purpose of the HCA is “to protect public health and welfare and public and
charitable assets” through establishing the necessary “standards and procedures for hospital
conversions.” Section 23-17.14-2(9).
Petitioner is positioned to enact and enforce conditions to protect the public interest:

“[alny approval of a conversion involving a for-profit corporation

as an acquiror shall be subject to any conditions as determined by

the attorney general, provided those conditions relate to the purpose

of this chapter. The condijtions may include, but not be limited to,

the acquiror’s adherence to a minimum investment to protect the

assets, financial health, and well-being of the new hospital and for

community benefit.” Section 23-17.14-28(c).
Petitioner is also charged with protecting the public interest under the HCA and brought the current
action against Respondent to enforce the Conditions he established to maintain accessible and
quality care for the communities that benefit from the Hospitals. Jd. It is clear to the Court that
Petitioner has proved that Respondent failed to adhere to its obligations as set forth in the
Conditions multiple times. See Harvey Aff. Exs. 8-12. Respondent’s multitude of explanations
purportedly justifying these failures are unavailing.

To this point, Respondent’s insistence that paying down its debts would result in a loss of

faith in the Hospitals is difficult to believe. Evidence provided, including Respondent’s own
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records, shows that vendors are refusing to provide supplies until Respondent funds the Hospitals’
unpaid bills. See Pet’r’s Exs. S, T. In one example, AP Task Force supply sheets from the week of
November 27,2023 reported that Respondent owed $272,000 to Access RN, a vendor that provides
nurse staffing, and that Access RN would stop services on the same day due to Respondent’s debt.
(Pet’r’s Ex. T, at 39; Hr'g Tr. 192:4-25; 193:1.) The most recent supply sheet available to the
Court, dated February 29, 2024, shows that Respondent finally paid $53,700 to Access RN on
January 15, 2024, but still owed $214,250 to Access RN as of February 29, 2024, $102,925 of
which was owed past sixty days. (Pet’r’s Ex. T, at 244.) Moreover, at several AP Task Force
meetings the minutes relay that “physicians are in need of payment” and “[pJayments are being
made to physicians who complain along with payment plan which are overpromising some
physicians but not others.” (Pet’r’s Ex. S, at 23, 32.)

It does not logically follow that paying vendors for outstanding debts would result in the
same vendors refusing to provide supplies, or that employees would abandon the Hospitals if
payments were issued resulting in access to supplies and staffing. To the contrary, it seems nore
likely that medical staff; patients, and vendors would recover confidence lost in the Hospitals if
Respondent paid its debts. Dulring the CMS investigation in October 2023, a surgeon was
interviewed about the cancellation of two surgeries for his patients and stated, “it is embarrassing
to tell patients that their surgery is being cancelled because the hospital is not paying the
supplier.”’ (Spooner Aff. Ex. 1, at 19.) He also said that “one of the [cancelled] cases has multiple
health issues and that the patient’s Primary Care Physician, Cardiologist, and family are anxious‘

for the patient to have the procedure.” Id. Respondent’s inability to timely pay its debts appears to

13 The surgeon also reported that he had spoken with other surgeons that were impacted by vendors
placing the hospital on credit holds. (Spooner Aff. 20.) '
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negatively affect both medical staff and patients.

The Court does not consider requiring Respondent’s compliance with Conditions that it is
atready obliged to follow as a significant hardship on Respondent. In comparison, if Respondent
does not pay its debts and an insolvency event or an unforeseen circumstance occurs, Petitioner
would likely suffer hardship in finding the funds to settle Respondent’s debts while keeping the
Hospitals open and functioning. With Respondent’s accounts payable outstanding alone
amounting to approximately half of the rémaining escrow funds, such an event, compounded by
additional debt, would leave the Hospitals in jeopardy. Finally, the “integral factor” of public
interest weighs in favor of the Petitioner by nature of the HCA and its compelling mission to
protect Rhode Island communities that rely on the Hospitals,

4
Status quo

In a preliminary injunction, courts determine the status quo and subsequently weigh
‘whether granting the requested relief will preServe that status quo. See Fund for Community
Progress, 695 A.2d at 521 (quoting Coolbeth, 112 R.1. at 564, 313 A.2d at 659) (“‘the office of a
preliminary injunction is not ordinarily to achieve a final and formal determination of the rights of
the parties or of the merits of the controversy, but is merely to hold matters approximately in statos
quof.]"). However, in this case, where the Court finds that Petitioner is entitled to 2 mandatory
preliminary injunction, the status quo is the least important factor to be weighed. See King, 919
A.24 at 995 (explaining that a preliminary injunction becomes mandatory when it “commands
action from a party rather than preventing action[.}”). Accordingly, this Court moves forward to

assess the elements of a mandatory preliminary injunction.
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B
Elements of Mandatory Preliminary Injunction
1
Very Clear Right

Petitioner argues his right is very clear in this case because he is required to enforce the
Conditions set forth in the Decision that Respondent has subsequently violated. (Pet’r’s Suppl.
Mem. 7.) Petitioner asserts that it is undisputed Respdndent failed to fuiﬁli its obligations under
the Decision. Id. at 5. Respondent argues Petition;:r does not ‘have a right to relief because the
doctrine of impracticability excuses Respondent’s alleged inability to perform under the
conditions; Petitioner failed to follow the enforcement provision set forth in the Conditions that it
seeks to enforce; Petitioner failed to accurately allege damages; and there is 'no irreparable harm.
(Resp’t’s Mem. 12.) Respondent asserts that the Hospitals are successfuily monitoring and‘
securing necessary supplies and have not canceled any surgeries for a lack of supplies or inability
to perform such procedures since the referenced procedures in October 2023. /d. Respondent also
notes that the Petitioner holds escrow funds that exceed the amount at issue. /d

The HCA was intended to address concerns about the exact situation before the Court
today: a hospital network “engage in practices that affect the qualify medical services in the
community as a whole and for more vulnerable members of society in particular.” Section >23-
17.14-2(8).

The Petitioner is expected to use the HCA to protect communities during a hospital
- conversion from non-profit to for-profit, and enforce the HCA when noncompliance occurs in
order to promote the public interest. Id, These Hospitals serve socioeconomically disadvantaged,

vulnerable, and underserved communities, with 70-75% of the patients at both hospitals relying
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on Medicare and Medicaid. (Hr’g Tr. 52:3-14; see also Harvey Aff. at Ex. 2.) CMS, which
approves and accredits hospitals for Medicare and Medicaid, found significant noncompliance
with its conditions for participation in Medicare and Medicaid programs during both the October
2023 and April 2024 surveys at the Hospitals. See Pet’r’s Ex. CC; Spooner Aff. 6-19.

It is undisputed that Respondent violated Condition 7.2 tln'ough its failure to pay vendors
resulting in accounts payable outstanding exceeding ninety days for consecutive quarters in
September and December 2023. See Harvey Aff. Exs. 11-12. Condition 7.2 of the Decision
unambiguously states Respondent: “shall ensure its vendors are paid on a timely basis. In the event
accounts payable days outstanding is greater than 90 days, PMH shall provide funding fto
[Respondent] so that accounts payable are less than 90 days at the next quarterty measurement.”
(Pet’r’s Ex. A, at 79.) Given Respondent’s concession that it allowed its accounts payable to
exceed ninety days outstanding in violation of Condition 7.2, it follows that Petitioner has satisfied
the “very clear right” element required to issue a mandatory injunction. See King, 919 A.2d at
1001.

2
Great urgency

Petitioner argues that great urgency exists because the patients of the hospitals suffer
irreparable harm due to Respondent’s continued noncompliance with Condition 7.2. (Pet’r’s
Suppl. Mem. 8.) Petitioner asserts that the unpaid vendors cannot be expected to indefinitely
supply hospitals that continue to be in arrears. Jd. Petitioner notes that the General Assembly has
conferred upon him statutory authorization to seek immediate relief from the Court to maintain
compliance with hospital conversion conditions. /d. at 7. Respondent contends there is no great

urgency because the hospitals have continued to successfully operate and provide quality care and
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have performed 5,624 inpatient and outpatient surgeries and procedures since November 1, 2023
through February 29, 2024 without a single cancellation for lack of supplies or equipment.
(Resp’t’s Mem. 12.) Respondent asserts that Petitioner can access escrow funds in excess of the
amount at issue, indicating there is no great urgency. Jd.

One indicator of the great urgency in this case is the continuous claims that the Hospitals
are relying on borrowing supplies from other hospitals. See Hr’g Tr. 73:22-25, 74:1 (“We trade
supplies in between hospitals especially in the city, the greater city of Providence all the time. We
trade lab supplies. We trade surgical supplies with other institutions.”). In the November 2023
CMS Report, the Operating Difector and the Administrator of Surgical Services discussed

‘borrowing supplies: “[She] indicated that the hospital can obtain some supplies and equipment
from other’ facilities and from other hospitais that they have working relationships with.
Additionally, she indicated that the hospital is also trying to obtain the necessary equipment from
other vendors who have similar products.” (Pet’r’s Ex. U, at 21.)

The November 2023 CMS Report also emphasized that the Hospitals’ Governing Body
meeting minutes failed to include information relative to the hospital[s] borrowing supplies and
equipment from other facilities to perform certain procedures and surgeries. /d. at 4. Despite the
adoption of the AP Task Force to address supply shortages, it appears there are no methods in
place to track whether the Hospitals have borrowed supplies from other facilities. See Hr’g Tr.
212:7-8 (“It says that we didn’t have any invéntory on hand, but it doesn’t say whether or not we

were borrowing from others.”) (referring to the supply spreadsheets).!® Moreover, some supply

16 1t should be noted that many of the supplies that are purportedly “borrowed” are single-use
products, like COVID-19 tests. See Hr’g Tr. 117:24-25; 118:1-4 (Q: “Is this line telling us that
[RWMC] and [OLF] had no COVID tests as of January 5, 20247 A: “No, I think what it's telling
you that we may not have our own, but we could have borrowed it and continued testing that
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spreadsheets reviewed by the AP Task Force mention an inability to outsource or borrow certain
supplies: “they will not ship the part until past due balances are paid and we cannot outsoutce this
testing, out of stock.” (Pet’t’s Ex. T, at 9.)

Dr. Liebman testified during the hearing that he was unaware of cancelled surgeries and
critical failures in the supply chain in October 2023, (He’g Tr. 35:8-11, 59:22-25, 60:1-2.) The
corrective plan mandated by the November 2023 CMS Report does not seem to have increased
Dr. Liebman’s awareness of the supply chain, despite his mandated attendance of AP Task Force
meetings and review of supply spreadsheets. Dr. Liebman repeatedly stated that he “didn’t recall”
particular solutions for urgent supply issues where spreadsheets reported that the items would run
out in a few days or had already run out, and resorted to assuming “{wle probably borrowed[.]”
(Hr’g Tr. 74:14-19, 161:2-10; 79:7-11.) Dr. Liebman admitted that no documents actually indicate
supplies were on hand and being used at times where the supply spreadsheets reported they had
run out, but stated that he “know(s] services continued” and the Hospitals must have obtained the
supplies, because the labs, services, and Hospitals did not “shut down.” Id. at 141:17-25, 142:1-
13, 215:6-10; see also id. at 79:16-19 (“It means the hospital borrowed supplies because we’re
continuing to do the testing, Obviously, they didn’t have supplies on hand so they went and they
found supplies from some place else.”).)

While Dr. Liebman claimed that no interruptions have occurred because any supply or

services issue “should have been reported” and if a critical item was not supplicd he “would have

~ way.”) By the nature of these supplies, they cannot be borrowed because they are not returned after
use. The Court finds this “borrowing” concerning, as Respondent is taking single-use supplies
from other Rhode Island hospitals, like Miriam Hospital in Providence. Jd. at 118:23-25. (*I could
have borrowed supplies from Miriam Hospital, for example, who is given the same [COVID]
tests[.}”) Such frequent “borrowing” places the burden on other hospitals in Rhode Island to fill
the gaps created by Respondent’s debis and threatens to deplete the supplies of facilities that
actually pay their vendors in a timely manner. ‘
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known because that would have impacted the whole hospital,” there appeats to be no confirmation
available to prove that numerous documented urgent supply matters were resolved. Id. at 79:7-9,
84:1-4.) With many vendors on credit hold due to outstanding accounts payable and services
relying on an untraceable system of borrowing to fill widening gaps in supplies, it appears that the
- Hospitals ére operating under a state of “great urgency” around the clock.

Beyond supply issues, the conditions in the Hospitals themselves have been labeled as
urgent by government agencies and reflect a lack of funding from Respondent. On April 2, 2024,
while hearings were ongoing for this action, CMS inspected the Hospitals and determined that the
conditions at RWMC posed an “Immediate Jeopardy™ to the health and safety of patients. (Pet’r’s
Ex. CC, at 1.) The condition identified as causing “Immediate Jeopardy” was a recessed light
fixture which was surrounded by wet ceiling titles and accumulating leaking water. Id, at 13. The
condition was fixed after the survey was conducted, but CMS stated that “substantial
noncompliance” remained, which could result in the termination of the facility from the Medicare
Program if not addressed through a plan of correction and subsequent remedial actions. See Pet’r’s
Ex. CC, at 1-3,

Aside from the light fixture, CMS observed that the RWMC generators were not properly
maintained for emergency power; emergency lighting was not in compliance; fire suppression
systems in the kitchens were non-compliance; electrical wiring was not up to code; and there were
multiple areas of leaking water, often accompanied by a waste basket collecting water, blankets
sopping with water, or covered barrels collecting water through hoses. Id. at 4-21. According to
ohe Operating Room (“OR”) Nurse Manager, barrels collecting water that were found in operating
room suites had been there since Jul; 2023—prior to the August cyber-attack. See id. at 19

(“During surveyor interview with the OR Nurse Manager, at the time of the observation, she
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informed the surveyor that the barrels have been in the OR since she started to work at the hospital
in July of 2023, She states that the maintenance department takes care of emptying the barrels
when needed.”) (emphasis added).

Combined with the defiance of Petitioner’s financial conditions and its use of accounts
payable as a bank mentioned as part of irreparable harm, Respondent has created a situation of
great urgency at the Hospitals by refusing to provide proper funding quarter after quarter. Not only
are the Hospitals scrambling to obtain supplies day to day, but other areas of the Hospitals are
falling into disrepair. Both employeés of the Hospitals themselves and outside agencies
investigating the Hospitals have attested to the nrgent situation caused by Respondent. This Court
finds that great urgency exists that requires Respondent to fund outstanding accounts payable to
mitigate the risk of losing the Hospitals as reliable healthcare facilities for Rhode Islanders.

C
Impracticability

“A party’s performance under a contract is rendered impracticable upon the occurrence of
an event or a manifestation of a circumstance the nonoccurrence of which was a basic assumption
on which the contract was made.” lannuccillo v. Material Sand & Stone Corporation, 713 A.2d
1234, 1238 (R.1. 1998) (citing to 2 Restatement (Second) Contracts § 261 (1981)) (emphasis
added). “A valid contract requires competent parties, subject matter, a legal consideration,
mutuality of agreement, and mutuality of obligation.” Dedngelis v. DeAngelis, 923 A.2d 1274,
1279 (R.L. 2007). “When evaluating the sufficiency of contractual consideration, [the Rhode Island
Supreme Court] employfs] the bargained-for exchange test.” dndoscia v. Town of North
Smithfield, 159 A.3d 79, 82 (R.L 2017) (quoting DeLuca v. City of Cranston, 22 A.3d 382, 384

4

(R.I. 2011)).
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Respondent argues that the doctrine of impracticability excuses it from any alleged
inability to perform under Condition 7.2 of the Decision. (Resp’t’s Post-Hr'g Mem. 16.)
Respondent asserts that it was the subject of a massive and unexpected cyber-attack in August
2023 that prevented Respondent from accessing electronic medical records and billing systems for
forty-five days. /d. at 17, Respondent states that more than $450 million of its revenues could not
be billed over an eight-week period in August and September due to the cyber-attack. /d
Respondent contends that it was temporarily impragtical to perform under Condition 7.2. Id. at 18.

Petitioner did not address the cyber-attack in his Post-Hearing Memorandum, but did state
in closing arguments that impracticability is a contract-based defense and this case involves
compliance with an enforcement order of an agency of a court. (Closing Arg. Hr’g Tr. 10:16-25,
11:1-3.) Petitioner argues that Respondent aftempts to invoke a temporary impracticability
defense, which has never been adopted as a defense in Rhode Island. Jd. at 11:4-23, Petitioner
asserts that this cyber-attack is foreseeable and requires a system in place for prevention, meaning
that Respondent must show the standard practice for safeguarding a hospital system against a
cyber-attack in 2023 and must show they acted pursuant to the standard practice to display they
were without fault for the cyber-attack. /d. at 12:5-20. Petitioner also states that Respondent does
have the funding to pay the outstanding accounts payable, but chooses not fo as a priority
preference rather than an impracticability. Id. at 16:9-17.

Respondent provides no legal support for its conclusion that the contractual defense of
impracticability applies when no contract exists. (Resp’t’s Mem. 16-18.) In fact, Respondent’s
plethora of case citations discuss impracticability in the context of a breach of cbntract action. Id.
(citing United States v. Winstar Corporation, 518 U.S. 839, 904 (1996) (analyzing impracticability

on contractual grounds); lannuccillo, 713 A.2d at 1238 (discussing impracticability in a breach of
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contract action); Opera Co. of Boston, Inc. v. Wolf Trap Foundation for Performing Arts, 817 F.2d
1094, 1100 (4™ Cir. 1987) (addressing impracticability in contractual dispute); Infernational
Minerals and Chemical Corp. v. Llano, Inc., 770 F.2d 879, 886 (10® Cir. 1985) (examining
impracticability in a breach action)).

The elements of a contract cannot be met by the Decision. The HCA provides for review
and approval of hospital conversions by Petitioner and RIDOH, and allows Petitioner to impose
conditions where he deems them necessary. Sections 23-17.14-5, 23-17.14-7. There is no
mutuality of obligation or bargained-for exchange between Respondent and Petitioner.
Respondent was an applicant in a hospital conversion and Petitioner reviewed and approved the
application with conditions as directed by statute. Based on the HCA and the law of contracts, the
Decision does not function as a contract between Petitioner and Respondent, but rather an
application approval and enforcement order from a state legal agency.

Assuming arguendo that the impracticability defense is available to Respondent and the
cyber-attack excused Respondent’s DPO of 118.34 on September 30, 2023, Respondent was
already out of compliénce months before the incident occurred. Id. at Exs. 8, 9 (showing DPO of
99.47 on December 30, 2022 and 102.96 on March 30, 2023). Moreover, the cyber-attack against
Respondent occurred on August 1, 2023, rendering Respondent unable to bill $450 million in
revenue for an eight-week period. (Resp’t’s Ex. 12 (Sabillo Aff) 9 19.) As of March 19, 2024,
Respondent recovered $400 million of the $450 million through delayed billing. (Hx’g Tr. 18:1-5;
Pet’r’s Ex. P (Pillari Dep.) 14:8-21.)

Despite recovering from the cyber-attack, Respondent was still in violation of Condition
7.2 on December 30, 2023, with a DPO of 127.51. (Harvey Aff. Ex. 12.) Minutes from an AP Task

Force meeting on December 4, 2023 reveal the Hospitals’ worsening arrears and Respondent’s

44



reluctance to provide necessary funds: “[w]e currently owe 42 million, of that, 22 million are over
90 days and 8 million is over 120 days. 2 weeks ago we only received 730,000 and last week
990,000 for bills. We are currently spending 1.6-1.7 million per week which is adding to the
deficit.” (Pet’r’s Ex. S, at 10.) Accordingly, the Court rejects Respondent’s argument that the
cyber-attack made performance of the accounts payable condition in the chcision impracticable
because there is no contract between the parties, Respondent was in violation of Condition 7.2
prior to the cyber-attack, and Respondent has almost fully recovered from the cyber-attack.
) Y
Conclusion

For the reasons outlined herein, Petitioner’s Motion for a Preliminary Injunction is
GRANTED. Respondent is ordered to pay the accounts payable equal to or exceeding ninety (90)
days for the Hospitals as of December 30, 2023, amounting to $17,326,526, within ten (10) days
of this Decision. In addition, the Respondent shall comply with Section 7.2 through trial. Counsel

shall prepare the appropriate order.
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Related Pages Address

Outpatient Physical Therapy & 190 W. Sproul Road

Rehabilitation Springfield, PA 19064
Main Line:

610-328-8700

@ Physician Practices Find a Practice at this Location
C% Providers at this Location Find a Provider

About the Hospital

Springfield Hospital is centrally located in Delaware County between the Springfield Mall

and Springfield Country Club, attracting patients from across the county and the Main
Line.

Please note that, as of January 14, 2022, Crozer Health has temporarily suspended all
hospital-based services at the Springfield Hospital.



Outpatient services located in the Healthplex Pavilion office building adjacent to
Springfield Hospital — including Physical Medicine & Rehabilitation, wound care, cardiac
rehab services, and physician offices — will remain open and operational.

Featured Services

Physical Therapy and Rehabilitation

Speech Therapy

Nutrition ‘
Obstetrics and Gynecology (OBGYN)

Primary Care

Endocrinology

Urogynecology

Ophthalmology

Contact Us

Hospital Billing:
1-877-884-1564

CHMG or HAN Physician Billing:
610-490-7900

Physician Referral:
800-254-3258

News & Reviews

'a {https:/wvww.facebook.com/Springfield-Hospital-103410959719480/)

¢ (https:/www.google.comimaps/place/Springfield+Hospital/@39.922215,-75.3494163,152)

3‘ (https:vww.yelp.com/biz/springfield-hospital-springfield-2?o0sq=springfield+Hospital)
4% ’

Contact Us
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Septomber 23, 2022
Re:  Disconthation of sevvices

D, Monlon Tayloxy Chaly
Delawave Covnty Cottugll
401 Wast ¥ront Streot
Mo, PA 19063

TayloM@eo.delmvaro ngous

Dear Dz, Taylor

Ag you have beon nolifted proviously, you aranow reoelying this lefter ag past of the
Worker Adjustment and Reteatning Notifigaton Act, Delaware County Momotint Hospital
lntends to pormanontly disconttnye Aoute Cove Servioo Lines and Anofllay Suppoct Sevvloss af
Detnware Covnty Memarlal Hosplial; looauted ot 501 N, Lansdowns Ave. Dregel, A, 19026,

The effeotive datoe of the dlscontinuation 18 Novenber 26, 2022, There ave 334 tatal
etmployess inpacted at Delawars County Memorlal Hospital consfsting of 258 unton roprosonted
and 76 non-teprosented, Thove sgo ho bumping vights thet oxist, however, Crozer Health bas
positions ayatlable within the system for all improted staff,

Plensa contact n1e diveolly at 610-447-6332 for finther information,

Hwoexely;

‘{aw (l Muﬁ{

Thomas R Siwill
Vioe Prosident of Human Regouvcss
Crozot Hoalth

Be Weil Do Good,
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Burning Platform

CROZER™H

.Io.n._o;m_m are mxvm_,_mzn_zm ﬁ:m anﬁ qum_sm odn ﬁrm vmaamg_o

» Qver half of all hospitals are operating in the red in 2022

Labor Expense — aggressive hiring; however high demand has resulted in record
costs

Behavior Health Crisis — not enough resources to meet the need; exacerbated by
the Covid-19 Pandemic

Record Inflation for Supplies and Pharmaceuticals

>nnmrm«m8o_ Paradigm shift of care from Hospital Based to Outpatient/Ambulatory
Base

No Payer recognition of above pressures in the way of increased reimbursements
Public Health Emergency Timeline — October 31, 20227

Strategic Planning cannot _om lost or curtailed despite the urgency of day-to-day
operations

S FAITHNY
ke e &
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HAP: Addressing Behavioral Health Crisis

B ol e s w4 5
S e U S A 3

* Pennsylvania hospitals know

that access to behavioral
health services is at a
, exacerbated by

Eoﬂx_"o_‘nm shortages and the
pandemic.

Andy Carter
HAP President and CEO
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Crozer Health — Pre-Pandemic

* p>n%ﬁMnmﬁM x_o%;m_m . _/\_mn__nm_ mqoc_u mB_u_o<ma 3:5,
* Tertiary Facility
+ Crozer Chester Medical Center (CCMC) specialty physicians |
¢ Community Hospitals e : _ .
* Delaware County Memorial Hospital (DCMH) GME Wm.mam:ﬁm .ﬂ.mm.n_‘:zm the next
- Taylor Hospital generation of physicians

» Springfield Hospital

* 4 Hospital Outpatient Centers

* Brinton Lake — Surgery Center, Outpatient _u_mm:oﬁ_n
Testing, Physician Offices

* Haverford Surgery Center, Physician Offices

» Broomall Qutpatient Diagnostic Testing/Physician
Offices

* Media Medical Plaza ~Outpatient Diagnostic
Testing/Physician Offices/ _u:m_ém., PT/Urgent Care

OwONmMW.r v(h}..l\» le%
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Next Steps......Partnership

. _/\_m«mm _un_<_I m:a nnZ_n _..nm:mmm
* DOH Notification completed
* CHOWY/855 Notification 9/21

e DCMH Reconfiguration
County Notification 9/20; DOH 9/21.
Employee Notification 9/21
Requesting County Support for capital fit-out and annual support for Acute Detox and
Crisis.
Requesting waiver of 180-day notification due to staffing, patient safety, and start of
construction.
* Springfield
« County Notification 9/20; DOH 9/21
* Township Notification TBD :
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Medicare Open Enroliment

Click Here

Crozer-Chester Medical Center Named Among
Top in Pennsylvania for Serving the
Community

Hospital among best in nation for community investment, according to
healthcare think tank

Crozer-Chester Medical Center has been recognized by the Lown
Institute for its generaus contributions to community heaith and well-
being, receiving an “A" grade in community benefit on the 2024-25
Lown Institute Hospitals index for Social Responsibility. The hospital
achieved this honor due to strong performance on financlal assistance
spending, service of Medicaid patients, and investing in community
health needs, out of more than 3,500 hospitals nationwide.

Letter of Intent Between Prospect Medical and
CHA Partners, LLC

Prospect Medical Holdings, Inc. and CHA Partners, LLC {CHA) have
signed a letter of intent for CHA to acquire Crozer Hedlth. This
acquisition will involve transitioning Crozer Health's hospitals back to
not-for-profit status. This action formally begins the pracess necessary
to complete a definitive agreement for the acquisition of Crozer Health,
In this endeavor, CHA will be working closely with Healthcare Preferred
Partners {HCP®}, a firm with which it has a long-standing relationship.

Crozer Health Requests Community ,
Legislative Support ‘

Crozer Health placed a full page ad - a letter to the community —in the

September 8% issue of the Delaware County Dally Times, requesting
that residents ask their local legislators to support the vital services the

* heaith system provides every day. Read the fetter here:

CROZERHEALTH N

2024550
GET.WITH THE
| GUIDELINES

Crozer-Chester Medical Center is nationally
recognized for its commitment to providing
high-quality stroke care

Crozer-Chester Medical Center has received the American Heart

Association's Get With The Guidelines® - Stroke GoldPlus quality
achievement award for its commitment te ensuring stroke patients
receive the most appropriate treatment according to natienally
recognized, research-based quidelines, ultimately teading ta mare lives
saved and reduced disability.

Read more Crozer Hedlth news and updates.




CROZERHEAITH

Please Encourage Your Legislators to Support
Vital Healthcare Services in Your Community

Dear community members,

Crozer Health plays a critical role In meeting the healthcare needs of our community, and we need your help to encourage your local legisiators
to support the vital bealthcare services we provide every day.

Crozer Health operates two Inpatient acute care hospitals, Crozer-Chester Medicat Center in Upland and Taylor Hospital in Ridley Park, both
with 24-hour Emergency Department services. We also have outpatient/surgery centers In Glen Mills (Brinton Lake), Haverford, Broomall,
Springfield, and Media, as well as 37 primary and specialty care locatlons throughout Delaware County.

In addition, we have the only Level Il Trauma Center, Regional Burn Center, and mentaf health Crisis Center in the county; and our EMSteam
provides lifesaving services daily for nearly all of Detaware County. Our facilities provide essential medical care that can mean the difference
between fife and death.

Crozer Health employs thousands of dedicated healthcare professionals and support service staff who depend on us for their livelihood, We are
a medicat training site for locat universities, providing education.and traning for the next generation of medical students, residents, and fellows.

It Is imperative that we protect access to quality healthcare for all residents of Delaware County and the surrounding communities, but we
can't do it alone, We need you fo contact your focal elected officials to encourage them to preserve these critical healthcare services
In your commiunity. Find your local legislator here: hitps;//www.iegls.state.pa.us/cfdocs/legls/home/findyourfegislator/

We thank you in advance for your support and look forward to caring for our community members well into the future.

Cordially,

Crozer Health Leadership
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