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and Debtor in Possesgsion

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

RIVERSIDE DIVISION

In re Cage No. RS 04-11158-MJ
CHAPTER 11

VERITAS HEALTH SERVICES, MOTION BY DEBTOR AND DEBTOR IN

INC. dba CHINO VALLEY POSSESSION TO APPROVE THE SALE

MEDICAL CENTER, a OF SUBSTANTIALLY 'ALL OF THE

California corporation, dba

CHINO VALLEY
CENTER,

Debtor and Debtor in

Possession.

DEBTOR’E ASSETS FREE AND CLEAR
OF LIENS AND INTERESTS;
MEMORANDUM OF POINTS AND
AUTHORITIES IN SUPPORT
THEREOF; DECLARATION OF MAKOTO
NAKAYAMA IN SUPPORT THEREOF

MEDICAL

Date: September 27, 2004
Time: 10:00 a.w,
Place: Courtroom *“302”
3420 Twelfth Street
- Riverside, CA
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Veritas Health Services, Inc. dba Chino Valley Medical
Center, the debtor and debtor in possession in the above-
captioned chapter 11 bankruptcy case (the “Debtor”), hereby moves
the above-ehtitled Bankruptcy Court (the “Motion”) for an order
authorizing the Debtor to enter into an Asset Purchase Agreement
with Prime Healthcare Systems, LLC (“Buyer”) in substantially the
form attached as Exhibit ®2” to the_.Declaration of Makoto
Nakayama annexed hereto (the “Agreement”)}®, and authorizing the
Debtor to sell substantially all of its assefs at the price and
in accordance with substantially those terms contained in the
Agreement, free and clear of liens and interests pursuant to 11
U.S.C. Sec. 363(f). |

'Tﬁe principal terms of the Agreement are-as follows}

1. Buyer will purchase certaip tangible and iﬁtangible
assets owned by the Debtor as defined in the Agreement (the
“Assets”), which Assets constitute subsgtantially all of the
assets of the Debtor;

2. The purchase price is approximatély $8,900,000 (the
“Purchase Price”). The Purchase Price consiste of:

a. A cash payment of $5,050,000 upon cloging;

b. Assumption‘of Medicare cost reporting liébilities_
of up to.$1,200,000;
c. Assumption of postepeqition vendor payables up to

$1,400,000;

! The Debtor shall file with this Court a definitive and final form of the
Agreement as soon as practicable, and in no event later than the day prior to
the hearing on this Motion.

2




L 00 =1 & O ke W N e

O O 0 =1 Dy Y e N e

23
24

26
27
28

o/ \/

d. 'An additional cash payment of $50,000 iﬁ
connection with the assumption of degignated éxecutory physician
employment contracts; | |

e. A $1.2 million letter of credit in connection with
the assumption of the Debtor’s real property lease with Kasirer
Family Holdings #4 LLC (the “KFH Lease”); plus

£. Remittal to the Debtor of any Disproportionate
Share Hospital payments received relating to the fiscal year 2005
report for the Debtor for calendar year 2002 costs.

3. The closing date on the Sale shall be no later than
September 30, 2004.

4. The Sale of the Assets shall be free and clear of liens
pursuant to 11 U.S.C. § 363 (f). ‘

5. Buyer shall assume the KFH Lease and a parking lot
lease with Immanuel Lutheran Church, and assign such leases to
Buyer pursuant to 11 U.S.C. § 365. Buyer shall also designate
such other unexpired leases and executory contracts to be assumed
by the Debtor and assigned to Buyer pursuanﬁ to 11 U.S.C. § 365.

6; The Purchase shall be subject to qualified overbids at
the Sale Hearing.

7. Sun Capital Healthcare, Inc. shall be paid $2.5 million
on account of its undisputéd first priority 1lien claim upon
¢losing of the Sale.

As more fully discussed in the attached Memorandum of Points
and Authorities, the Debtor is unable to generate gufficient
positive cash flow to fund. a plan of recrganization, The
Debtor’s current negative cash flow demonstrates that a sale of

the Debtor’s assets is in the best interest of the egtate and its
3
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creditors, and preserves the remaining valﬁe of the Debtor’s
assets. As further demonstrated, multiple parties have engaged
in due diligence and/or negotiations with the Debtor relating to
a purchase of its assets, and the Debtor has advertised the sale
in “Modern Healthcére," a weekly publication which is one‘of the
mqstr widely-read periodicals in the healthcare industry.
Consequently, the Debtor believes that the proposed sale will
vyield the maximum value for the benefit of its creditors.

| The Motion is baséd upon § 363 of the Bankruptcy Code,
Federal Rule of Bankruptcy Procedure 6004; this Motion, the
Memorandum of Points and Authorities and Declarations of Makoto
Nakayama and Dr. Prem Reddy in support hereof, the entire record
of this case, the statements, arguments and representations of
counsel to be made at the hearing on the Motion, and any other
evidence properly presented to the Court at, or prior to, the
hearing on the Motion.

WHEREFORE, based upon the foregoing, the Debtor respectfully
réquests that the Court enter an order: |

(1) approving the proposed Asset Purchase Agreement:;

(2) authorizing the Debtor to sell substantially all of its
assets.free and clear of liens, and that the sale not be stayed
under Federal ﬁankruptcy Rule 6004 {(g);

(3} . £finding ~Buyer to be a good faith purchaser under
Section 363 (m) of the Bankruptcy Code;'and
/17 |
7/
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granting such other and further relief as the Court

deems just and proper.

Dated:

September 3, 2004

LEVENE, NEALE, BENDER, RANKIN &
BRILL L.L.P.

MERTIN J. BRILL

DANIEL H. REISS

-JULIET Y. NOH

Attorneys for Chapter 11
Debtor and Debtor
Possesgion

in
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MEMORANDUM OF POINTS AND AUTHORITIES

I. STATEMENT OF FACTS

A Background.

1. Veritas'Health Services, Inc. dba Chino Valley Medical
Center, the debtor and debt’or in possession in the above-
captioned chapter 11 bankruptcy case (the “Debtor”),‘commenced
its bankruptcy case by filing a voluntary petition under chapter
11 of 11 U.S.C. § 101 et seg..(the “"Bankruptcy Code”) on January
30, 2004 (the “Petition Date”). The Debtor is operating its
business and managing its financial affairs as a debtor in
possession pursuant ;o sections 1107 and 1108 of the Bankruptcy
Code, ]

2. The Debtor operates a private acute care medical
surgical hospital (the “Hospital”) in Chino, California. The
Debtor offers critical medical and surgical care to the local
communities. Patients are individuals who seek medical attention
for acute or chronic clinical conditions, and are referred by
their-personal physicians or access care thfough the emergency
department. A | |

3. The Debtor's hospital facility and principal place of
business is located at 5451 Walnut Avenue, Chino, California. .
The Debtor employs approximately 525 employees to carry on the

Debtor’s business operations.

/17
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B. Events Leading to the Debtor’s Bankruptcy Filing.

4. Prior to the commencement of the bebtor’s bankruptcy
case, the Debtor had year-end net revenue of approximately $51
million, income from operations (before interest, taxes,
depreciation and amortization - EBITDA) of approximately $4
million, and a net loss of approximately $2 million.

5. The Debtor’s bankruptcy filing was precipitated
primarily by cash flow problems brought on by low patient census

and high expenses,
c. The Debtor’s Post-Petition 0peratioﬁs.

6. Since the Petition Date, the Debtdr has commenced the
implementation of measures to increase operating efficiencies,
cut costs, and increase the profitability 6f its operations. 1In
particular, the Debtor has made an effor£ to .increase its
inpatient and outpatient service volume through new physician and
health plan relgtiogships, renegotiate certain provider
agreements, and conduct an analysis of its contracts with medical
staff, medical suppliers and other service providers in order to
determine whether any modifications of such contracts are
necessary.

7. Despite these efforts, the Debtor has had negative cash
flows for each of the last four calendar months beginning in
April 2004. As of July 30, 2004, the Debtor’s bank accounts

reflected a negative cash balance of $627,223.00. A true and

correct copy of the Debtor’s July 2004 Interim Statement is
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attached as Exhibit "1 to the Declaration of Makoto Nakayama
annexed hereto (the “Nakayama Declaration”).

8. Due to the Debtor’'s present inability to generate
sufficient positive cash flow to fund a plan of reorganization,
the amount of secured debt encumbefing the Debtor’s assets, and
the lack of equity in the assets of the eﬁtates due to such
securéd debt, the Debtor has determined that a sale of its
business as a going céncern will realize the greatest value for

the estate and its creditors.
D. Principal Sale Terms..

9, The Debtor and Prime Healthcare Systems, LLC (“Buyer”)
havé entered into an Asset Pérchase Agreement in substantially
the form attached as Exhibit “2” to the Nakayama Declaration
annexed hereto (the “Agreement”)?, to sell sﬁbstantially all of
the Debtor’s assets at the price and in accordance with
substantially those terms contained in the Agreement, free and
clear of liens and interesfs pﬁrsuaﬁt to 11 U.S8.C. Sec. 363(f)."

10. The principal terms 6f the Agreemenﬁ are as follows:

a. Buyer will purchase certain tangible and
intangible assets owned by the Debtor as defined in the Purchase
Agreement (the “Assets”), which Assets constitute substantially

all of the Assets of the Debtor;

 The Debtor shall file with this Court a definitive and final form of the
Agreement as soon as practicable, and in no event later than the day prior to
the hearing on this Motion. '

8
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b. The purchase price is approximately $8,900,000
(the “Purchase Price”). The Purchase Price consists of:
(1) A cash payment of $5,050,000 ﬁpon closing;
{2) Assumption of Medicare cost reporting
liabilities of up to $1,200,000;

(3) Assumption of post-petition vendor payables

up to‘$1,400,000;

(4) An additional cash payment of $50,000 in
connection with the aseumptioﬁ of designated executdry physician
employment contracts;

(s} A $1.2 million leteer of credit in connecﬁion
with the assumption of the Debtor’s. real property lease with
Kasirer ?amily Holdings #4 LLC (the “K¥H Lease”); plus

(6) Remittal to the Debtor of any
Dispropoftionate Share Hospital Payments received relating to the
fiscal year 2005 report for the Debtor for calendar year 2002
costs. )
c. The closing date on the Sale shall be no later
than September 30, 2004.

d} The Sale of the AseeteAehall be free and clear of
liens pursuant to 11 U.S5.C. § 363 (f).

e. Buyer shall aesume.the KFH Lease and a parking lot
lease wiﬁh Immanuel Lutheran Church, and assign such leases to
Buyer pursuant to 11 U.S8.C. § 365. Buyer shail also designate

such other unexpired leases and executory contracts to be assumed

by the Debtor and assigned to Buyer pursuant to 11 U.S.C. § 365.

9
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£. The Pﬁrchase Price shall be subject to qualified
overbids at the Sale Hearing. |

g. Sun Capital Healthcare, Inc. (“Sun Capital”) shall
be paid $2.5 million on account of its undisputed first priority

lien claim upon cleosing of the Sale.

E. The Benefitsg of the Sale Are Substantial.

11. There are several substantial benefits to the Debtor’s
estate resulting from the Sale. First, the Agreement provides
the Debtor’s estate with a ce:tain, locked—in buyer with a
purchase pfice Qf approximately $8,900,000 ernsuring the Debtor’s
ability to consummate a sale of the Assets at a favorable price.

12. At the commencement of the Debtor‘s chapter 11 case,
the Debtor believed that there was a substantial pessibility that
the Debtor would be able to increase revenues, reduce expenses;
and take other steps to improve operations so that it could exit
this case through an operating chapter 11 plan. Consequently,
the Debtor did not expend éfforts to soliciﬁ offers to purchase
its assets. However, as explained above, a sale of the Debtor’s
assets became imminent due to continued operaﬁing losses.

13. Several potential buyers have been in constant contact
with the Debtor and its counsel, and multiple parties have
entered into nondisclosure agreements witﬁ the Debtor to conduct
due diligence. Most, 4if .not all, of the parties expressing
interest in purchasing the Assets were unsolicited by the Debtor.
Further, the Debtor .pléced a wéekly advertisement in “Modern
Healthcare,” a widely .éirculated. periodicél in the healthcare‘

industry, to advertise the sale as of August 30, 2004. Due to

10
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these marketing efforts énd the unsolicited interest of wvarious
parties in conducting due diligence in connection with a-possible
sale, the Debtor is confident that the proposed purchase price is
the maximum obtainable, or it will be overbid by other interested
parties pursuant to the sale procedures which are now pending
consideration before the Court. | '

14, A fufther benéfit of the proposed Sale is the agreement

by Buyer to assume respongibility for post-petition vendor claims

of up to $1.4 million for items sﬁch as utilities, trade credit,

|and other unpaid operating expenses, thereby_providing a direct

benefit to the Debtor’s trade veﬁdors.

15. Moreover, because Buyer will continue to operate the

Hospital, the Debtor’s employees stand to benefit 'greatly.

Approximately 500 full and part-time emplo?ees depend on the

|Pebtor’s operations for their livelihood. Buyer has agreed to

offer employment to at least 80% of the Debtor’s employees.
16. In addition, continued opefation of the Hospital by

Buyer, albeit under different ownership, will continue to provide

|healtheare to the current community it serves, and will afford

many creditors the opportunity to conduct future business with

[the successor entities. Therefore, great value is created for

the estate over and above the proposed purchase price.

/17

1771

/17
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P. Profile of the Buyer.

lf. The Buyer, Prime Healthcare Systems, LLC, is a
California limited liability company that has been newly formed
for the purpose of acquiring a hospital. Buyer’s sole member is
Desert Valléy Health System, Inc. (“DVHS”), which owns Desert
Vélley Hospital, Inc.’(“DVHI”) and Apple Valley Surgery Center
Corporation (“AVSC”), two wholly owned sﬁbsidiaries. ~ DVHI
opefates'Desert Valley Hospital in Victorville, California and
AVSC operates Apple Valley Surgery Center _iﬁ Apple Valley;
California. DVHS "is owned by Prime A Investments, LLC, a
Delawaré limited liability company that holds'interests in health
care entities, real estate and securities with an estimated value
in excess of $100 million.

II THE COURT SHOULD APPROVE THE SALE OF THE ASSETS TO THE BUYER
FREE AND CLEAR QOF LIENS

A The Court Should Approve the Debtor’s Proposed Sale to
the Buyer Pursuant to Section 363 (b) of the Bankruptcy
Code,

Section 363(b) (1) of the Bankruptcy Code provides:
“The trustee, after notice and a heériné, may use, sell, or -
lease, other than in the ordinary course of business, property of
the estate.”

11 U.8.C. § 363(b) (1).

As a general matter, “a judge dgterminihg a Section 363 (b}
application [should] find from the evidence presentéd before him

at the hearing a good business reason to grant such an-

12
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application.” In re Lionel Corp., 722 F.2d 1063, 1071 (2d Cir.

1583). The party moving under Section 363 (b) carries the burden

of demonstrating that a use, sale or lease out of the ordinary

|eourse of business will aid the Debtors’ reorganization. Id.

Certain factors Vpertinent to this analysis have been
articulated in case law. Specificaily, the Court should consider
whether;:

(1) a sound business purpose justifies the

sale;

(25 accurate and reasonable notice of the
‘sale was provided; |

(3),;the price to be paid is adequate, i.e.,
~fair and regsonable; and

(4) the sale is in good faith, i.e., there
ig an absence of any lucrative deals

with insiders.

'In re Industrial Valley Refrig. and Air Cond. Supplies,

inc., 77 B.R. 15, 21 (Bankr. E.D. Pa. 1987); In re Wilde Horse

Enterprises, Inc., 136 B.R. 830, 841-2 (Bankr. C.D. Cal. 1991) ;

In re The Landing, 156 B.R. 246, 249 (Bankr. E.D. Mo. 1893); In

re George Walsh Chevrolet, Inc., 118 B.R. 99, 102 (Bankr. E.D.

Mo. 1990); In re WBQ Partnership, 189 B.R. 97, 102 (Bankr.

E.D.Va. 1995); In re Lady H. Coal Co., Inc., 193 B.R. 233 (Bankr.

S.D.W.Va. 1596).

13
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As described below, the proposed Sale to Buyer satisfies the

requirements of 11 U.S8.C. § 363(b) and should be approved by the

Court.

1. Sound Business Purpoce.

There must be some articulated business ijustification for
using, selling or leasing property out of the ordinary course of

business before the bank:uptcy judge may order such disposition

under Section 363 (b). In re Lionel Corp., supra, 722 F.2d at
1070. The Ninth Circuit Bankruptcy Appellate Panel in Walter v.

Sunwest Bank (In re Walter), 83 B.R. 14, 19 (s*® Cir. B.A.P.

1988) adopted a flexible case-by-case test to determine whether
the business purpose for a proposed sale justifies disposition of
property of the estate under Section 363(b). In Walter, the

Bankruptcy Appellate Panel, adopting the'reasoning of the Fifth

Circuit in In re Continental Airlines, Inc., 780 F.2d 1223 (5P

Cir. 1986) and the Second Circuit in In re Lionel Corp., supra,

articulated thé standard to be applied under Section 363 (b) as
follows: —
“Whether the proffered business justification is
sufficient depends on the case. As the Second Circuit
held in Lionel, the bankfuptcy judge should consider
all salient factors bertaining to the proceeding. and,
accordingly, act to further the diverse interests of
the Debtors, creditors and equity holders, alike. He
might, for.example, look to such relevant facts as the

proportionate value of the asset to the estate as a

whole, the amount of elapsed time since the filing, the

14
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likelihood that a plan of reorganization will be
proposed %nd confirmed in the near future, the effect
of the proposed disposition on future plang of
reorganization, the proceeds to be obtained from the
digposition vis-a-vis any appraisals of the property,
which of the alternatives of use, sale or lgase the
proposal envisions and, most imporéantly perhaps,
whether the assget is increasing or dedreasing in value.
This list is not intended to be exclusive, but merely

. to provide guidance to the bankruptcy judge.”

In Re Walter, supra, 83 B.R. at 19-20, citing In re Continental,
780 F.2d at 1226. |

The facts pertaining to;the proposed Sale strongly support
the Debtor’s business decision that the Sale is in the best
interests of the Debtor’s estate and its creditors énd merits the
approval of this Court.

There are several substantial benefits to the proposed Sale,
which are set forth above. - The only alternatives to the Sale
would be either (1) a plan of reorganization providing for
payments to creditors from continued operations or (2) a
cegsation of business operations and liquidation of the assets.
However, as .demonstrated abové, the Debtor cannot propose an
operatingnchapter 11 plan of reorganization due to ongoing and
substantial operating losses. On the. other hand, a liguidation
of the Debtor’s assets would bring substantially less proceeds
than that of the orderly sale for'which the Debtor seeks approval
herein. The primary wvalue of the Hospital derives from its

ongoing operations and the assumption of the obligations under
15
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the - KFH Lease; both of which would not exist in a liguidation
scenario. In the Debtor’'s view, the only assets that could be
disposed of in a liquidation are the Debtor’s fixed assets (i.e.,
inventory and equipment) and accounts receivable, which would
likely be fully encumbered due to their drop in value in a
liguidation. In the event of a liguidation, the Debtor is not
likely to reélize any valﬁe for certain of its aséets, such as
goodwill. Moreover, the ligquidation value of the Debtor’s fixed
assets, such as inventory and egquipment, is 1likely to be
significantly less than the value the Debtor could receive for
such assets puréuant to a sale of -the Debtor’s business as a
going concern, which‘the Debtor geeks to accomplish through the
‘proposéd Sale. Finally, a liquidatibn'would eliminate the above-
described benefits associated with tﬂe continued operation of the
Hospital.

The foregoing demonstrates that the_'proposed Sale in
accordance with the terms of the Agreement is justified by sound
business purposés, satisfying the £first requirement for a sale

under Section 363 (b) of the Bankruptcy Code.

2. Accurate and Reasonable Notice.

In connection with a proposed sale under Section 363 of the
Bankruptey Code, “"four pieces of information must be presented to
the creditors. The notice should: place all parties on notice
that the debtor is liguidating its business; disclose accurately
the full terms of the sale; explain the effect of the sale as
terminating the Debtors’ ability to continue in business; and

explain why the proposed price is reasonable and why the sale is

16
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in the best interest of the estate.” In re Delaware & Hudson

Railway Co., 124 B.R. 169, 180 (D. Del. 1991). A notice 1is

gufficient if it includes the terms and conditiong of the sale

and if it states the time for filing objections. In re Karpe, 84

B.R. 926, 930 (Bankr. M.D.Pa. 1988). The purpose of the notice
is to provide an opportunity for objections and hearing before
the court if there are objections. 1Id. —

The Debtor has provided a notice of its proposed asset sale,
the date, time and place of the hearing on the Sale, and when
objections are due (the “Notice”) to all creditors, the proposed
Buyer, the Office of the United States Trustee, and all parties
who served the Debtor with a request for special notice;

The Debtor has served notice of this M@;ion to all creditors
and parties in interest..‘In addition, the Débtor has served this
Motion upon the proposed Buyer, all secured creditors, the
Debtor’s twenty largest unsecured creditors, all landlords of the
Debtor, all parties who have expressed an interest in acquiring
the Debtor’'s assets, thé.Office of the United States Trustee and
all parties who served the Debtor With-a_IEQUESt for special
notice.

The Debtor submits that this notice procedure coﬁplies with
Federal Bankruptcy Rule 6004 (a) and (c) and Local Bankruptcy Rule
9013-1(f), dis the magimum notice that is necessary and’
appropriate unaer the circumstances, and is the notice which is
intended to generate the highest sale price for the Debtor's

assete.

/77

17
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3. Fair and Reasonable Price.

In order ‘to be approved under Section 363(b) of the
Bankruptcy Code, the purchase price must be fair and reasonable.

Coastal Indus., Inc. wv. U.8. Internal Revenue Service (In re

Coastal Indus., Inc.), 63 B.R. 361, 368 (Bankr. N.D. Ohio 1986).

Several courts have held that “fair wvalue” is given for property
in a bankruptcy sale when at least 75% of the appraised value of

such property is paid. See In re Karpe, supra, 84 B.R. at 933;

In re Abbotts Dairies of Pennsasylvania, Inc., 788 F.2d 143, 149

(3@ Cir. 1986); Willemain wv. Kivitz, 764 F.2d 1019 (4*® Cir.

1985); In re Snyder, 74 B.R. 872, 878 (Bankr. E.D. ‘Pa. 1887); In

re The Seychelles, Partnership and Genius Corp. v. Banyan .Corp.,
32 B.R., 708 (N.D. Tex. 1983). |

Several potential buyers have been in constant contact with
the Debtor and its counsel, and multiple parties have entered
into nondisclosure agreements with the Debtor to conduct due
diligence. Most, if not all, pf'the parties expressing interest
in purchasiﬁg the Assets were unsolicited by. the Debtor.
Further, the Debtor has now placed a weekly advertisement in
"Modern Healthcare,” a widely circulated periodical in the
healthcare industry, to advertise the Sale. Due to these
marketing efforts and the unsolicited interest of various parties
in conducting due diligence in connection with a possibie sale,
the Debtor is confident that the proposed Purchase Price is the
maximum obtainable, or it will be overbid by other interested
parties pursuant to the sales procedures which are now pending

conglideration before the Court.

18
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The Debtor believes that the Purchase Price constiﬁutes a
fair and reasonable purchase price for the Assets and reflects
the fair wmarket value of the Assets. The Purchase Price was
arrived at following weeks of extensive armg-length negotiations

between the parties, and represents the best offer received by

the_Debtor for the Assets.

4, Good Faith.

When a bankruptcy court authorizes a sale of assets pursuant
te Section 363(b) (1), it is reqﬁired to make a finding with

respect -to the “good faith” of the purchaser. In re Abbotts

Dairies, supra, 788 F.2d at 149, Such a prdcedure ensures that

Section 363 (b) (1) will not be employed to circumvent the creditor
protect;ons of chapter 11, and as such, it mirrecrs the
fequirement' of Section 1129, | that the bankruptcy court
independently scrutinizes the debtor’s reorganization plan and
make a finding that it has been proposed in good faith. Id. at
150.

“Good faith” encompasses fair value, and further spééks to

the integrity of the transaction. In re Wilde Horse Enterprises,

supra, 136 B.R. at 842. With respect to the Debtor’'s conduct in
conjunction with the Sale, the good faith requirement “focuses
principally on the element of.special treatment of the debtor’'s

ingiders in the sale transaction.” See In re Industrial Valley

Refrig. and Air Cond. Supplies, Inc., supra, 77 B.R. 15, 17.

With respect to the Buyer's conduct, this Court should congider
whether there is any evidence of “fraud, collusion between the

purchaser and other bidders or the [debtor], or an attempt to

18
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take grossly unfair advantage of other bidders.” In re Abbotts

Dairies, supra, 788 F.2d at 147, In re Rock Indus. Mach. Corp.,

572 F.2d 1195, 1198 (7*® Cir. 1978); In re Wilde Horse

Enterprises, Inc., supra, 136 B.R. at 842; In re Alpha
Industries, Inc., 84 B.R. 703, 706 (Bankr. D. Mont. 1988). In
short, “[ljack of good faith ' is generally determined by

fraudulent conduct during the sale préceedings.” In re Apex 0il

Co., 92 B.R. 847, 869 (Bankr. E.D. Mo. 1988), citing In re

Exennium, Inc., 715 F;zd 1401, 1404-05 (9*® cir. 1983).

The terms of the proposed Sale of the Assets were negotiated
in good faith in an extensive arms-length process. The proposed
Sale confers no special or undiscloséd benefit upon any insider
of the Debtor. Theére is no distribution of any kind whatsoevert
to any equity holder, officer or director of the Debtor that is |
made part of the proposed Sale, other than physician contractsl

which are being assumed and assigned to Buyer:. Finally, there is

|no fraud involving the Debtor or Buyer and no collusion between.

Buyer and any other potential buyers or the Debtor.

Based on these facts, the Debtor submits that the Court
should find that Buyer is a good faith purchaser entitled to the
protections afforded by Section 363(m) of the Bankruptcy Code.
For all of the reasons described above, in anélyzing the
options that are realisticaliy available to ﬁhe Debtor,
consummating the proposed Sale in accordance with the terms of

the Agreement is in the best interests of the Debtor’s estate.

/77
/17
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B. Section 363(ff of the Bankruptcy Code Permits the
Debtor’s Sale of its Assete Free and Clear of All Liens
and Interests.

Section 363(f) of the Bankruptcy Code provides, in relevant

part, as follows:

“The trustee may sell property-under subsection (b)

of this section free and clear of any interest 1in
-such property-of an entity other than the estate, only

(1) applicable non-bankruptcy law permits the sale of
such propefty free and clear of such interest;

{(2) such entity consents;

(3) such interest is a lien and the price at which

) such prbperty is to be sold is greater than the
_aggregate value of all liens on such property;

(4) Such interest is in bona fide dispute; or

(5) such entity could be compelled, in a legal or
equitable proceeding, to accépt Coa money

- satigfaction of such interest.” ‘
11 U.8.C. §363(f). Section 363(f) of the Bankruptcy Code
was drafted in the disjunctive. fherefore, a debtor need
oni? meet the provisions of one of the five -subsections of
Section 363(f) in order for a sale of property free and
clear of interests to be pérmissible..

cC. The Proposed Sale Satisfies Sections 363(£)(2), (3) and
(4} of the Bankruptcy Code.

Attached to the NakaYama'Déclaratibn as Exhibit *3” is a

schedule of alleged secured creditors (the “Secured Debt
21
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Schedule”) whom the Debtor believes claim a security interest in
the Assets (the “Secured Claims”). The Secured Debt Schedule is
in order of priority.

1. . Sectiom 363(£f)(2).

The Debtor is informed that all holders of‘Secured Claims
consent to the Sale. In addition, to the extent that holders of
Secured Claimg do not object to the Motion,'the Debtor regquests
that the Court deem that such faiiure to oppose the Motion

constitutes consent to the relief requested herein.

-2, Section 363 (f) (3).

The Purchase Price shall be sufficient to pay therholders of
Secured Claims in- full. The Secured Debt Schedule demongtrates
that the Purchase Price is sufficient to pay the Secured Claims,
except the claim of Sun Capital. Sun Capital, however, has

consented to the terms of the Agreement, and will be paid $2.5

[million upon the clese of the Sale, which will reduce the amount

of Sun.Capifal’s undisputed secured claim against the estate. As
liens shall attach to proceeds of the Sale, the Sale should be
approved over any non-consenting creditor.

Méreover, a secured creditor who disagreés with the proposed

sale has recourse to Section 363(k), which permits such creditor

to bid in its lien to block a sale. In re Terrace Gardens Park

Partnership, 96 B.R. 707, 713 (Bankr. W.D. Tex. 1989).°

3 Permitting a sale where the secured creditors are adequately protected

avoids the unfair situation where a creditor refuses to consent to a eale
which is otherwise beneficial to the estate, As stated by one bankruptcy
court: :
“[I1f a smecured creditor does not desire - to take the
property for itself and yet refuses to consent teo a sale at
less than the amount of its lien, it is effectively insisting

22
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3. Section 363(f) (4).

Several of the alleged Secured Claims listed in the Secured
Debt Schedule are in bona fide dispute for the reasons set forth
therein. Accordingly, the Debtor may‘sell the Asgets free and

c¢lear of such claimg pursuant to Section 363 (f) (4).

III. CONCLUSION

Based upon the foregoing, the Debtor respectfully requests
that the Court enter an order:

(1) approving the proposed Asset Purchase Agreement;

{2) authorizingAthe Debtor to sell subgtantially all of its
asgets free and clear of liens, aﬁd that the sale not be stayed
under Federal Bankruptcy Rule 6004 (g);

(3) £finding _Buyer‘ to be a good faith purchaser under
Section 363 (m) of the Bankruptcy Code; and

(4) granting such other and further relief as the Court

deems just and proper.

Dated: September 3, 2004 LEVENE, NEALE, BENDER, RANKIN &
BRILL L.L.P.
. WJL
MARTIN J. BRILL
DANIEL H. REISS
JULIET Y. NOH
Attorneys for Chapter 11
Debtor and Debtor in
‘ Possession
that others, including the debtor at the expense of its own
cash flow and of ite general creditors, continue to fund the
Property without a firm prospect for return.”

In re Beker Industries Coxp., 63 B.R. 474, 478 (Bankr. S.D.N.Y. 1986).
23




W G0 ~I. O G e S0 N

- - T R R T e T o S S S i o
gggﬁ—cwmumm»mmmc

26
27
28

DECLARATION OF MAKOTO NAKAYAMA

I, Makoto Nakayama, hereby declare as follows:

1. I am the chief of hospital administration of Veritas
Health Services, Inc. dba Chino valley Medical Center, thé debtor
and debtor in possession in the above-captioned chapter 11
bankruptcy case (the "Debtor”). I have personal knowledge of the
facts set forth below and, if called to testify, I would and
could competently testify thereto.

2. The Debtor operates a' private acute care medical
surgical hospital (the “Eospital”) in Chino, California. The
Debtor offers critical medical and surgical care to the local
communities. Patients are individuals who seék medical attention
for acute or chronic clihical conditions, and are referred by
their personal physicians or access care through the emergency
departﬁent.

3. The Debtor’s hospital facility and'principal place of
business is located at 5451 Walnut Avenue, Chino, California.
The Debtor employs approximately 525 employees to car?y on the
Debtor’s business operations.

A. Events Leading éo the Debtox’s Bankruptcy Filing.

4. Priof to the commencemént of the Debtor's bankruptcy
case, the Debtor had year-end net revenue of approximately §51
million, income from operations (beforé interest, taxes,
depreciation and amortization - EBITDA) of approximately $4

million, and a net loss of approximately $2 millidn.
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5. The Debtor’s bankruptcy filing 'was precipitated
primarily by cash flow problems brought on by low patient census
andrhigh expensee.

B. The Debtor’s Post-Petition Operatione.

6. Since the Petition Date, the Debtor-has commenced the .
implementation of measures to increase operating efficiencies,
cut costs, and increase the profitability of its operations. 1In
particular, the Debtor has made an effort 'to increase its
inpatient and outpatient service volume threugh new physician and
health plan relationships, renegotiate certain provider
agreements, and conduct an analysis of its contracts with medieal
staff, medical suppliers and other service providers in order to
determine whether any modificetions Aof such contracts are
necessary.

7. Despite these efforts, the Debtor has had negative cash
flows for each of the last feur calendar ﬁonths beginning in
April 2004. As of July 30, 2004, the Debter’s bank accounts
reflected a negative cash balance of $627,223.00._ A-true and
correct copy of the Debtor’s Jﬁly 2004 Interim Statement is
attached as Exhibit “1” hereto. | '

8.‘ Due‘ to the Debtor’s present inability to generate
sufficient positive cash flow to.fund a plan of reorganization,
the amount of secured debt encumbering the Debtor’s asgets, and
the lack of equity in the essets of the estates due to such

secured debt, the Debtor has determined that a sale of its
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business as a going concern will realize the greatest value for
the estate and its creditors.
C. Principal Sale Terms.

-9, The Debtor and Prime Healthcare Systems, LLC (“Buyer”)
have entered into an Asset Purchase Agreement (the “Agreement")4
in substantially the form attached as Exhibit “27 heretp, to sell
suﬁstantially all of the Debtor’s assets at the.price and in
accordance with substantially those terms contained in the
Agreement, free and clear of liens and interests pursuant to 11
U.8.C. Sec, 363(f).

10. The principal terms of the Agreement are as follows:

a. Buyer will purchasge . certain tangible and
intangible assets owned by the Debtor aé defined in the Purchage
Agreemént (the “Assets”}, which Assets constitute substanﬁially
all of the Assets of the Debtor;

b. The purchase price is 'appro#imately $8,900,000
(the “Purchase Price”}. The Purchase Price consists of:

(1) A cash payment of $5,050,000 upon closing;

(2) Assumption | of Medicare cost reporting
liabilities of up to $1,200,000;

(3} Assumpfion of post-petition vendor payables

up to $1,400,000;

* The Deébtor shall file with this Court a definitive and final form of the

Agreement as soon as practicable, and in no event later than the day prior to

the hearing on this Motion.
: 26
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(4) An additional cash payment of .$5b,000 in
connection with the éssumption of designated executory physician
employment contracts;

(8} A $1.2 million letter of credit in connection
with the assumption of the Debtor’s real property lease with
Kagirer Family Holdings #4 LLC (the “KFH Lease”f; plus

— (6) Remittal to the Deﬁtor - of any
Digproportionate Share Hospital Payments received relating to the
figcal year 2005 reporﬁ for the Debtor for calendar‘yeaf 2002
costs.

c. The closing date on the BSale sﬁall be no latér
than September 30, 2004.

d. The Sale of the Assets shall be free and clear of
liens pursuant to 11 U.S8.C. § 363 (£).

e, Buyer shall assume the KFH Leage and a parking lot
lease with Immanuel Lutheran Church, and asSign guch leases to
Buyer pursuant to 11 U.8.C. § 365. Buyer shall also designate‘
such other unexpired leases and executory contracts to be assumed
by the Debtor and assigned to Buyer pursuant to 11 u.s.c. § 365,

£. The Purchase Price shall be subﬁect to qualified
overbids at the Sale Hearing..

g. Sun Capital Healthcare, Inc. (“Sun Capital”) shall
be baid $2.5 million on account of its undisputed first priority

lien claim upon closing of the Sale.

27
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D. The Benefite of the Saie Are Substantial.

11. There are several substantial benefits to the Debtor's
estate resulting from the Sale,. First, the Agreement provides
the Debtor's estate with a certain, locked-in buyer with a
purchase price of approximately $8,900,060 ensuring the Debtor’s
ability to consummate a sale of the Assets at a favorable price.

12. At the‘commencement of the Debtor’s chapter 11 cése,
the Debtor believed that there was a substantial possibility that
the Debtorlwould be able to increase revenues,lreduce‘expenses,
and take other steps to imptove operations so that it gould exit

this case through an operating chapter 11 plan. Consequently,

the Debtor did not expend efforts to solicit offers to purchase

its assets. However, as explained above, a sale of the Debtor’s

assets became imminenf due to continued operating losses.

13. Several potential buyers have been in constant contact
with the Debtor and its counsel, and multiple parties have
entered into nondisclosure agreements with the Debtor to conduct
due diligence. Most, if not all, of the parties ,expressing
interest in purchasing the Assets were unsolicited by the Debtor.
Fﬁrther, the Debtor placed a weekly advertisement in “Modern
Healthcare,” a widely circulated periodical in the healthcare
industry, to advertise the sale as of August 30, 2004. Due to
these marketing efforts and the unsolicited interest of various
parties.in conducting due diligence in connec;ion with a posgsible
sale, the Debtor is confident that the proposed purchase price is

the maximum obtainable, or it will be overbid by other interested

28
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parties pursuant to the sale procedures which are now pending
consideration before the Court.

14. A further benefit of the proposed Sale is the agreement

by Buyer to assume responsibility for post-petition vendor claims

jof up to $1.4 million for items such as utilities, trade credit,

and other unpaid operating expenses, thereby providing a direct
benefit to the Debtor’s Erade vendors. |

15. Moreover, because Buyer will continue to operate the
Hospital, the .Debtor's employees stand to benefgt greatly.
Approximately 500 full and part-time employees depend on the
Debtor's 6perations for their 1livelihocd. Buyer has agreed £o
offer employment to at least 80% of the Debtor’s employees.

16. ~In addition, continued operation §f the Hospital :by
Buyer, albeit under different ownershi@j will continue to provide
healthcare to the current community it serves, and will afford
many creditors the opportunity to conduct future business with
the succéssor entities,. Therefore, great value is created for
the estatg over and above the proposed purchase price.

17. Attached as Exhibit “3” hereto is a schedule of allegéd‘
secured dredito;s (the “Secured Debt Schedule”) whom the Debtor
believes claim a sgecurity interest in the Assets (the “Secured
Claims”}. The Secured Debt Schedule is in order of priority.

Baséd upon the forégoing, the'Debtors believe that the Sale
igs in the best interests of their estates and creditors and,
thus, requests that the Court approve the Agreement and grant

other relief requested in the Motion.

29
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I declare 1iunder penalty of perjury that the foregoing is

true and correct to the best of my knowledge.

Executed on this fBQi day of September, 2004 at cChino,

MAKOTO NAKAYAMA

California.

30
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OFFICE OF THE UNITED STATES TRUSTEE
[Tnre: VERITAS HEALTH ASSOCIATES, INC, dba CHING | | DEBTOR IN POSSESSION INTERIM
VALLEY MEDICAL CENTER STATEMENT
Debtor. Statement Number: 6
For the Period From: 7/01/04
- . To: 7/31/04
Chapter 11 Case No.: RS 04-11158 MJ |
SASH ACTIVITY ANALYSIS (Cask Basis Only) General (DIP) Payroll Account Tax Account
e e £ et e o Account '
- Total Receipts per all Prior Interim Statsments $12,012,700 $5,654,100 -0-
3, Less: Total Disbursements per all Prior Statomenm $12,222 095 $5,726,004 -0-
>~ Beginning Balance (A less B) - ' (8209,295) ($71,904) -0-
). Receipts during Current Pcmd 92,554,430 £1,107,700 -0-
Description: .
Deposits - - $198,979
Sun Capital Advances $3,463,152
Transfer from General to Payroll ($1,107,700)
TOTAL RECEIPTS THIS PERIOD: '
Balance Available (C plus D) $2,345,035 31,035,796
Less: Disbursements during Current Period $2,914,442 $1,093,612 -0-
See Attached Schedules.
TOTAL DISBURSEMENTS THIS PERIbD:
Ending Balance (E Jess F) . ($569,407) ($57,816) Q-
(1) General Accomt: -~ .
(a) Depository Name and Location: Foothill Independcnt Bank, 4012 Grand Awve, Chino, CA 91710
by Account Number; 452110377 :
{2) Payroll Account;
. (a) Depository Name and Location: Foothﬂl Independent Bank, 4012 Grand Ave, Chino, CA 91710
(b} Account Number; 51521 10385
3) Tax Account: ,
: (a) . Depository Name and Location: Foothill Independent Bank, 4012 Grand Ave, Chino, CA 91710
)] , Account Nurmber: 452110393
Ofther monies on kand (Specify tipe and location) (ie. Cm‘ﬁﬁcﬁtcs of Deposit, Petty Cash):  $540 petty cash

!&gko_tuﬁk_ngﬂ declare under penalty of pequry that the mfonnatlon contained in ﬁxe gbove chtor in Possession Interim Statcment is

® and complete to the best of our k:nowled
teed: g ~{l- (-0

t

i

rised February 2002

DEBTOR IN POSSESSION INTERIM STATEMENT

USTLA-3

\

31
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VERITAS HEALTH SERVICES DBA CHINQ-V ALLEY MEDICAL CENTER

ACCOUNTS PAYABLE CASH DI EMENTS
07/01/04 TO 07/31/04 U V
. . DATE :
CHECK # AMOUNT  WRITTEN Purpose PAYEE
31151 6,877.08 7/1/2004 Medical Supplies BAXTER HEALTHCARE CORP,
31152 225.00 7/1/2004 X-Ray Repairs - MEDICAL RESQURCE IMAGING
31153 7/1/2004 Void ARCH WIRELESS-Void
31154 5,482.37 7/1/2004 Document Storage Fees DOCUMENT STORAGE
31155 - 7,098.94 7/1/2004 Laundry/Linen - ANGELICA TEXTILE SERVICES
31156 7/1/2004 2nd Page ANGELICA TEXTILE SERVICES
31157 19,781.41 7/M1/2004 Dietary Contract Service 1SSI
31158 8,000.00 7/1/2004 X-Ray Repairs MEDICAL RESOURCE IMAGING
EFT. 95.00 7/1/2004 Bank Charges Foothill Bank
WIRE 25,301.49 7/1/2004 MEDICAL SUPPLIES MCKESSON
WIRE . 8,995.04 7/1/2004 MEDICAL SUPPLIES ‘ MCKESSON .
31159 1,086.77 7/2/2004 Respiratory Therapy Supplies BAYER HEALTHCARE LLC
31160 825.80 7/2/2004 Respiratory Therapy Supplies BAYER HEALTHCARE LLC
31161 201.19 7/2/2004 Laboratory Supplies BIO-RAD LABORATORIES, INC.
31162 11,109.08  7/2/2004 Dental Insurance GUARDIAN -
31163 6,893.82 7/2/2004 MEDICAL SUPPLIES MEDLINE INDUSTRIES INC.
31164 227.83 7/2/2004 Office Supplies TIME MED LABELING SYSTEMS, INC.
31165 941.89 7/2/2004 Medica! Supplies TYCO HEALTHCARE GROUP LP
311686 982.68 7/2/2004 Pharmmaceuticals CARDINAL HEALTH 200, INC
31167 647.00 7/8/2004 Employée Benefits AFLAC '
31168 100.00 7/6/2004 Reimburse Auxillary CHINO VALLEY MEDICAL CENTER
31188 22,6566.25 7/6/2004 Nurse Registry EPIC PHS
31170 300.00 7/6/2004 RepalrslMamtenance - JERRY MOORE
31171 7/6/2004 Void CARDINAL HEALTH-Void
31172 14,057.59  7/6/2004 Nurse Registry HRN SERVICES, INC,
31173 523.73 7/6/2004 Medical Supplies HOSPERIA WORLDWIDE CORP.
31174 2,335.50 7/6/2004 X-Ray Supplies ALLIED HEALTH PRCDUCTS
31175 48.50 7/6/2004 X-Ray Supplies ALLIED HEALTH PRODUCTS
31176 988.44  7/6/2004 Office Supplies AMES SAFETY ENVELOPE CO.
31177 . 26450 7/8/2004 Medical Supplies ARROW INTERNATIONAL, iNC.
31178 1,549.50 .7/6/2004 Pharmaceuticais AVENTIS PASTEUR, INC.
31179 688.88  7/6/2004 Medical Supplies BAXTER HEALTHCARE CORP.
31180 2,423.42 7/6/2004 Pharmaceuticals CARDINAL HEALTH 200, INC
31181 768.34 7/6/2004 Supplies MILLIPORE CORPORATION
31182 3240 7/6/2004 Supplies R & D BATTERIES
31183 807.73 7/6/2004 Forms STANDARD REGISTER
31184 4,090.18 7/8/2004 Office Supplies - STAPLES
31185 4,455.48 7/6/2004 Lease Payment MCKESSON CAPITAL CORP
31186 B8,135.00 7/6/2004 Rents/Leases MEDICAL INFORMATION TECHNOLOGY,INC.
31187 _ ~ 7/6/2004 Void XEROX CORPORATION-Void
231188 3,421.03  7/7/2004 MEDICAL SUPPLIES . ALCON LABORATORIES INC.
31189 33.07 7/7/2004 MEDICAL SUPPLIES . ALCON LABORATORIES INC.
31180 3,594.86 7/7/2004 MEDICAL SUPPLIES ALCON LABORATORIES INC.
31191 41,847.57 7/7/2004 Lease Payment GE HEALTHCARE FINANCIAL
31192 7/7/2004 2nd Page GE HEALTHCARE FINANCIAL
31193 2,384.40 7/7/2004 Medical Supplies BOSTON SCIENTIFIC CORP
31194 40.80 7/7/2004 Lease Payment MCKESSON CAPITAL CORP
311856 7/7/2004 Process wire into A/P System MCKESSON CORPORATION
31188 7/7/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31197 77712004 Process wire into A/P System MCKESSON CORPORATION
31198 77712004 Process wirs into A/P Systam MCKESSON MEDICAL - SURGICAL, INC
31199 7/7/2004 Process wire info A/P System MCKESSON CORPORATICON
31200 71112004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31201 7/712004 Process wire into A/P System MCKESSON CORPORATION
31202 7/7/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31203 7/7/2004 Process wire into A/P System MCKESSON CORPORATION
31204 7/7/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
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" CHECK #
WIRE

31205
31208
31207
31208
31209
31210
31211
31212
31213
31214
31215
31218
31217
31218
31219
31220
31221

31222
31223
31224
31225
31226
31227
31228
31229
31230
31231

31232
31233
31234
31235
31238
31237
31238

EFT

Wi

RE
31239
31240
31241
31242
31243
31244
31245
31246
31247
31248
31249
31250
31251
31252
31253
31254

31255
31256
31257
31258
31259
31260
31261

AMOUNT __ WRITTE?

24,937.73
2,040.00

39.00 .

4,088.31
3,139.67
271.10
59.41
3,024,00
40,000.00
87.08
473.70
8,817.88
126.93
2,463.17
2,237.97
- 61118

30.00
25,151.87
8,370.58
823.83
6,809,73

5,131.20
275.24
19,129.42
8,070.00
8,050.00
20,378,889
§,727.14
3,535.84
280.00
758.50
1,012.05
2.450.64

DATE -
0se

71712004 |ICAL SUPPLIES

7/8/2004 Gi Medical Supplies

7/8/2004 Medical Supplies

7/8/2004 Medical Supplies

7/8/2004 Phamaceuticals

7/812004 Pharmacsuticais

7/8/2004 Supplies '

7/8/2004 Medical Supplies

7/8/2004 Physical Therapy Contract Service
71812004 Supplies

7/8/2004 Gi Medical Supplies

7/8/2004 Forms

7/8/2004 Surgery Supplies

7/8/2004 Surgery Supplies

7/8/2004 Suppiies

7/8/2004 Forms

7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
71872004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/FP System -
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
71812004 Process wire into A/P System
7/8/2004 Process wire into A/P System
71872004 Process wire into A/P System
718/2004 Process wire into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Process wire into A/P Systam
7/8/2004 Process wirg into A/P System
7/8/2004 Process wire into A/P System
7/8/2004 Bank Charges

7/8/2004 MEDICAL SUPPLIES
7/8/2004 Oxygen/Gases

7/8/2004 Laundry/Linen

7/8/2004 Laundry/Linen

71912004 2nd Page

7/8/2004 3rd Page

7/6/2004 Medical Supplies

7/3/2004 Petty Cash

7/9/2004 Laboratory Supplies

7/8/2004 implants

7/8/2004 Medical Supplies

7/8/2004 Dietary Contract Service
7/9/2004 MEDICAL SUPPLIES
7/9/2004 Surgery Supplies

7/9/2004 Storage Unit Rental

7/9/2004 Qvernight Dallvery

7/9/2004 Pharmaceuticals

7/9/2004 MEDICAL SUPPLIES
7/8/2004 Process wire into A/P System
7/9/2004 Process wire into A/P System
7/9/2004 Process wire into A/P System
7/9/2004 Process wire into A/P System
7/9/2004 Process wire into A/P System
7/9/2004 Process wire into A/P System
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J PAYEE

MCKES
BARD ACCESS SYSTEMS
BIOMEDTRONICS
BOSTON SCIENTIFIC CORP
CARDINAL HEALTH 200, INC
CARDINAL HEALTH 200, INC

‘DATA DISTRIBUTING, LLC

DAVOL, INC., A DIV OF C.R. BARD
INTERSTATE REHAB, LLC

PHYSICIANS RECORD CO

SERIM RESEARCH

STANDARD REGISTER

SYNTHES USA

WILSON-COOK MEDICAL, INC.

RF TECHNOLOGIES, INC.

STANDARD REGISTER

MCKESSON CORPORATION
MCKESSON CORPORATION
MCKESSON MEDICAL ~ SURGICAL, INC
MCKESSON CORPORATION
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION

- MCKESSON MEDICAL - SURGICAL, INC

MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION )
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON MEDICAL - SURGICAL, INC
Foothill Bank

MCKESSON
AIR LIQUIDE AMERICA LLP
ANGELICA TEXTILE SERVICES
ANGELICA TEXTILE SERVICES
ANGELICA TEXTILE SERVICES
ANGELICA TEXTILE SERVICES

- BAXTER HEALTHCARE CORP.

CASH/CHINO VALLEY MEDICAL CENTER
DADE BEHRING, [NC '
DEPUY INC.

GUIDANT SALES CORPORATION

tSsl

MEDLINE INDUSTRIES INC..

SYNTHES USA

WALL PROPERTIES

UNITED PARCEL SERVICES

ASD SPECIALTY HEALTHCARE, INC
ALCON LABORATORIES INC.
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC
MCKESSON CORPORATION
MCKESSON CORPORATION
MCKESSON MEDICAL - SURGICAL, INC

- MCKESSON MEDICAL - SURGICAL, INC




DATE

34

"CHECK# __ AMOUNT _ WRITTE} J Purpose [ PAYEE

BFT 1,077.70  7/9/2004 Charges Foothill B’

EFT 204,786.69 7/9/2004 Federal/FICA Taxes RS

EFT 1,526.66  7/0/2004 FUI Quarterly Taxes IRS

EFT - 38,270.16  7/9/2004 State/SDI Taxes State of Caiifornia

EFT §55.16 7/9/2004 SUVETT Taxes State of California

WIRE 10,889.31  7/9/2004 FACILITY RENT Kaisier Family Trust Holdings

WIRE 271,100.68 7/8/2004 FACILITY RENT KASRIER FAMILY TRUST

WIRE 22,000.00 7/9/2004 TRANSCRIPTION FOCUS
31262 10,000.00 7/12/2004 Blood Products BLOOD BANK OF SAN BERNARDINO
31263 1,532.71 7/12/2004 Lease Payment CAPTECH FUNDING CORPORATION
31264 146.17 7/12/2004 Petty Cash CASH/CHINO VALLEY MEDICAL CENTER
31265 8,180.59 7/12/2004 Utilities-Water/Sewer CITY OF CHINO
31286 §37.75 7/12/2004 Laboratory Supplies IMMUCOR, INC. v

-31267 470.04 7/12/2004 Laboratory Supplies IMMUCOR, INC. ‘
31268 48,300.42 7/12/2004 Electricity SOUTHERN CALIFORNIA EDISON COMPANY
312689 48.20 7/12/2004 Repairs/Maintenance ADVANCED AUTO
- 31270 2,289.72 7122004 X-Ray Supplies ALLIED HEALTH PRODUCTS

31271 3,662.00 7/12/2004 Medical Supplies DAVOL, INC., A DIV OF C.R. BARD
31272 580.80 - 7/12/2004 Medical Supplies . HOSPERIA WORLDWIDE CORP.
31273 289.46 7/12/2004 Laboratory Supplies iMMUCOR, INC,
31274 12,237.50- 7/12/2004 Repairs/Maintenance SUPERIOR SCIENTIFIC, INC
31275 280,15 7/12/2004 Medical Supplies TYCO HEALTHCARE GROUP LP

WIRE 16,819.48 7/12/2004 MEDICAL SUPPLIES MCKESSON
31276 84.54 7113/2004 MEDICAL SUPPLIES ABBOTT LABORATQORIES DIAG
31277 5,023.81 7/13/2004 Laboratory Supplies BECKMAN COULTER
31278 256.79 7/13/2004 Employee Benefits-Garnishment  COURT TRUSTEE
31279 136.26 7/13/2004 Employee Benefits-Garnishment  FRANCHISE TAX BOARD
31280 28.00 7/13/2004 Empioyee Deductions MT. BALDY UNITED WAY
31281, 3,071.81 7M3/2004 Confract Services MUTUAL OF OMAHA-MEDICARE
31282 7/13/2004 2nd Pags ' MUTUAL OF OMAHA-MEDICARE
31283 352.00 7/13/2004 Employee Benefits-Garnishment  SAN BERNARDINO COUINTY
31284 - 25.00 7/13/2004 Emploves Benefits-Garnishment  SHERIFF'S COURT SERVICES
31285 176.14 7/13/2004 Employee Benefits-Garnishment  UNITED STATES TREASURY
312886 175.00 7/13/2004 Employee Benefits-Garnishmant  UNITED STATES TREASURY

EFT 23.75 7/13/2004 Bank Charges Foothill Bank
31287 847.00 7/14/2004 Employee Benefits. AFLAC
31288 3,770.50 7/14/2004 Implants HOWMEDICA
31289 140.41 7/14/2004 Petty Cash CASH/CHINO VALLEY MEDICAL CENTER
31290 200.81 7/14/2004 Repairs/Maintenance NASH ENTERPRISES, INC
31291 . 5,035.50 7/14/2004 Supplies OMNI TRACT ’
3202 ' 7/14/2004 Void STATE FUND COMPENSATION INSURANCE
31283  283,870.00 7/14/2004 Workers Compensation STATE FUND COMPENSATION INSURANCE
31284 = 35466.79 7/14/2004 Workers Compensation STATE FUND COMPENSATION INSURANCE
31285 882,85 7/14/2004 MEDICAL SUPPLIES ABBOTT LABORATORIES DIAG
31208 507.23 7/14/2004 Office Supplies AMES SAFETY ENVELOPE CO.
31287 739.84 7/14/2004 Medical Supplies ARROW INTERNATIONAL, INC.
31208 738.66 7/14/2004 Medical Supplies BAXTER HEALTHCARE CORP.
312989 787.86 7/14/2004 Petty Cash CASH/CHINO VALLEY MEDICAL CENTER
31300 1,316.89 7/14/2004 Implants - DEPUY INC.
31301 7/14/2004 Void IMMUCOR, INC.
31302 160.45 '7/14/2004 Surgery Supplies LINVATEC
31303 59.88 7/14/2004 implants MEDTRONIC NEURO
31304 757.80 7/14/2004 Medical Suppiies STERIS CORPORATION
31308 182.11 7/14/2004 Repairs/Maintenance VALLEYLAB/RADIONICS,A DIVISION OF
31306 89,882.15 T7/14/2004 Employee Medical Benefits CALIFORNIA PHYSICIANS SERVICE

WIRE 33,874.38 7/14/2004 MEDICAL SUPPLIES MCKESSON
31307 3,770.50 7/15/2004 implants HOWMEDICA
31308 232.580 7/15/2004 Licenses/Permits DEPARTMENT OF TOXIC SUBSTANCE
31309 225.00 7/15/2004 Licenses/Permits DEPARTMENT OF TOXIC SUBSTANCE
31310 " 6,723.30 7/15/2004 implants DEPUY INC.




DATE -

35

CHECK # AMOUNT WRITTE! Purpose M PAYEE
o 31311 143.00 7/15/2004 Licenses/Permits DMV RE AL ,
31312 3,662.76 7/16/2004 X-Ray Supplies ALLIED HEALTH PRODUCTS
31313 10,680.81 7/16/2004 Laundry/Linen " ANGELICA TEXTILE SERVICES
31314 7/16/2004 2nd Page . ANGELICA TEXTILE SERVICES
31315 7/16/2004 3rd Page ANGELICA TEXTILE SERVICES
31318 21,728.04 7/16/2004 Dletary Contract Service IS8
31317 741.88 7/16/2004 Laboratory Supplies BIO-RAD LABORATORIES INC,
31318 7,271.63  7/16/2004 Medical Supplies BOSTON SCIENTIFIC CORP
31318 2,948.00 7/18/2004 Implants HOWMEDICA
31320 420.756 7/16/2004 Laboratory Supplies DIAGNOSTICA STAGO INC. -
31321 3,456.35 7/16/2004 Supplies MIRANDA, RAPHAEL .
31322 140.39 7/16/2004 Medical Supplies STERIS CORPORATION
31323 1,800.00 7/16/2004 Medical Supplies BAXTER HEALTHCARE CORP.
31324 " 4,287.40 7/16/2004 MEDICAL SUPPLIES MEDLINE INDUSTRIES INC.
. 31325 207.64 7/16/2004 Forms STANDARD REGISTER
WIRE 42,184.73 7/16/2004 MEDICAL SUPPLIES MCKESSON
31328 5,712.50 7/19/2004 Implants BICTRONIK, INC
31327 10,000.00 7/19/2004 Blood Products BLOOD BANK OF SAN BERNARDINO
31328 7/19/2004 Void KINETIKOS MEDICAL-Void
31329 1,405.00 7/19/2004 Medical Supplies WRIGHT MEDICAL TECHNOLOGY INC.
- WIRE 22,531.54 7/19/2004 401K GUARDIAN
WIRE 19,207,668 7/19/2004 402K GUARDIAN
WIRE 17,464.75 7/18/2004 MEDICAL SUPPLIES MCKESSON
WIRE 1,854.23 7/19/2004 PAGERS ARCH WIRELESS
31330 110,763.10 7/20/2004 Workers Compensation STATE FUND COMPENSATION INSURANCE
31331 110,753.10  7/20/2004 Workers Compensation STATE FUND COMPENSATION INSURANCE
31332 6,537.72 7/20/2004 Document Storage Fees DOCUMENT STORAGE
31333 3,355.00 7/20/2004 Contract Services LINDSEY, VILLA
31334 200.00 7/20/2004 Licenses/Permits INLAND COUNTIES EMERGENCY MEDICAL
31335 64.65 7/20/2004 Employee Reimbursement JERRY SERVICE
31338 300.00 7/20/2004 Employee Reimbursement MITCH FORTIER
31337 260.00 7/20/2004 Delivery Service ORANGE COURIER INC,
31338 286.01 7/20/2004 Employee Reimbursement SUE BACHLE
313389 3,200.00 7/21/2004 Repairs/Maintenance ATLAS MEDICAL TECHNOLOGIES
31340 7,800.85 7/21/2004 Implants ‘HOWMEDICA
31341 13,446.60 7/21/2004 Implants DEPUY INC.
31342 3,210.00 7/21/2004 Implants KINETIKOS MEDICAL, INC.
31343 5,000.00 7/21/2004 Lease Payment IMMANUAL LUTHERAN CHURCH
WIRE 28,105.34 7/21/2004 MEDICAL SUPPLIES MCKESSON
31344 133,447.25 7/22/2004 Liability insurance AFCO
31345 14,851.59 7/22/2004 Lease Payment MCKESSON CAPITAL CORP
31346 102.94 7/22/2004 Surgery Supplies PETER BRASSELER HOLDINGS, LP
31347 46.36 7/22/2004 Surgery Supplies PETER BRASSELER HOLDINGS, LP
31348 : 7/22/2004 Process wire into A/P System MCKESSON CORPORATION
31349 7/22/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31350 7/22/2004 Process wire into A/P System - MCKESSON CORPORATION
31351 7/22/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31352 7/22/2004 Process wire into A/P System "MCKESSON MEDICAL - SURGICAL, INC
31353 20,536.24 7/23/2004 Dialysis Contract Service - . GAMBRO HEALTHCARE
31354  20,000.00 7/23/2004 Physical Therapy Contract Service INTERSTATE REHAB LLC
31355 20,471.25 7/23/2004 Dietary Contract Service 1SSI ‘
31356 B32.00 7/23/2004 Medica! Staff Legal Sarvices LAHANA, JAMES R,
31357 18,861.18 7/23/2004 Laboratory Contract Service QUEST DIAGNOSTICS INCORPORATED (NV)
31358 12,497.00 7/23/2004 Mri Contract Service . SOCAL MR SITE MANAGEMENT, INC.
31359 7/23/2004 Void wrong check paper ALLIED HEALTH PRODUCTS
31360 7/123/2004 Void wrong check paper BAXTER HEALTHCARE CORP.
31361 7/23/2004 Void wrang check paper BAXTER HEALTHCARE CORP.
31382 - 712312004 Void wrong check paper BIOTRONIK, INC
31363 . 7/23/2004 Void wrong chack paper BLOOD BANK OF SAN BERNARDINO
31364 7/23/2004 Void wrong check paper INLAND PHYSICIANS SVCS




DATE .

7/28/2004 Process wire into A/P System
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w. PAYEE
LALLY, MS. D.O.

CHECK # AMOUNT  WRITTEN Purpose
31365 7/23/2004 void wrong check paper
31386 7/23/2004 Void wrong check paper MCKESSON CORPORATION
31367 7/23/2004 Void wrong check paper MEDISCAN STAFFING
31368 7/23/2004 Void wreng check paper SUZETTE LEHRMANN
31369 7/23/2004 Void wrong check paper SYNTHES USA
31370 7/23/2004 Void wrong check paper WESCOR, INC.
31371 113.14 7/23/2004 X-Ray Supplies ALLIED HEALTH PRODUCTS
31372 4,404.47 7/23/2004 Medical Supplies BAXTER HEALTHCARE CORP.
31373 1,703.10 7/23/2004 Medical Supplies BAXTER HEALTHCARE CORP.
31374 5,527.00 7/23/2004 impiants BIOTRONIK, INC
31375 10,000.00 7/23/2004 Blood Products BLOOD BANK OF SAN BERNARDINO
31378 8,050.00 7/23/2004 Director Fees/Intemns/Residents  INLAND PHYSICIANS SVCS
31377 10,500.00 7/23/2004 Director Fees/interns/Residents  LALLY, JAMES D.O.
31378 2,945.40 "7/23/2004 RT/X-Ray registry MEDISCAN STAFFING
31379 1,510.45 7/23/2004 MEDICAL SUPPLIES MEDLINE INDUSTRIES INC.
31380 778.84 7/23/2004 Patient Refund SUZETTE LEHRMANN
31381 3,422.53 7/23/2004 Surgery Suppfies SYNTHES USA
31382 376.50 7/23/2004 Laboratory Supplies WESCOR, INC,
31383 - 7/23/2004 Process wire into A/P System MCKESSON CORPORATION
31384 7/23/2004 Process wire into A/P System MCKESSON CORPORATION
31385 7/23/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31388 7/23/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31387 120.00 7/23/2004 Repairs/Maintenance _ ADVANCED AUTO
31388 7/23/2004 Process wire into A/P System MCKESSON CORPORATION
31388 7/23/2004 Process wire Into A/P System MCKESSON CORPORATION
".31380 7123/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
. 31391 7/23/2004 Process wire into A/P Systemn MCKESSON MEDICAL - SURGICAL, INC -
31362 7/23/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC -
31383 7/23/2004 Process wire into A/P System . . MCKESSON MEDICAL - SURGICAL, INC
EFT 201,540.09 7/23/2004 Federal/FICA Taxes IRS
EFT 1,528.52 7£23/2004 FUI Quarterly Taxes IRS
EFT 35,778.28 7/23/2004 State/SDI Taxes State of California
EFT 556,19 7/23/2004 SUI/ETT Taxes State of California
WIRE 12,238.44 7/23/2004 MEDICAL SUPPLIES - MCKESSON
- 31394 11,600.00 7/26/2004 Contract Services HEALTHCARE CONCEPTS
31385 256.78 7/26/2004 Employee Benefits-Gamishment  COURT TRUSTEE
-31396 144.98 7/26/2004 Employee Benefits-Garnishment  FRANCHISE TAX BOARD
31397 352.00 7/26/2004 Employee Benefits-Garnishment  SAN BERNARDINO COUNTY }
. 31398 25.00 7/26/2004 Employee Benefits-Garnishment  SHERIFF'S COURT SERVICES
313988 176.14 7/26/2004 Employee Benefits-Garnishment  UNITED STATES TREASURY
31400 175.00 7/268/2004 Employee Benefits-Garmnishment  UNITED STATES TREASURY
. 31401 280.00 7/26/2004 EKG Professional Fees ABEA NEURADIAGNOSTICS, INC.
WIRE 17,628.90 7/26/2004 TRANSCRIPTION FOCUS
31402 445.00 7/27/2004 EKG Professional Fees - ABEA NEURADIAGNOSTICS, INC.
31403 . 3,519.20 7/27/2004 RT/X-Ray registry MEDISCAN STAFFING
31404 300.00 7/27/2004 Savings Bond-Employee - FEDERAL RESERVE BANK
31405 1,275.00 7/27/2004 lLicenses/Permits INFRARED TECHNICS INC.
31408 4,177.60 7/27/2004 MEDICAL SUPPLIES MEDLINE INDUSTRIES INC.
31407 28.00 7/27/2004 Employee Deductions MT. BALDY UNITED WAY
31408 80.00 7/27/2004 Patient Lost items MYRON FEIL
WIRE 12,813.21 - 7/27/2004 MEDICAL SUPPLIES MCKESSON
31409 92,069,84 7/28/2004 Employee Medical Benefits CALIFORNIA PHYSICIANS SERVICE
31410 500.00 7/28/2004 Repairs/Maintenance COMMERCIAL DOOR METAL SYSTEMS, INC
31411 21,325.85 7/28/2004 Laboratory Suppiies DADE BEHRING, INC
31412 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31413 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31414 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31415 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31418 7/28/2004 Process wire into A/P.System -MCKESSON CORPORATION
31417 MCKESSON CORPORATION




DATE

37

CHECK# AMOUNT  WRITTE! Purpose PAYEE
31418 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31419 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
31420 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
EFT 23.75 7/28/2004 Bank Charges Foothill Bank
WIRE 49,469.78 7/28/2004 MEDICAL SUPPLIES MCKESSON
31421 303.23 7/29/2004 Implants Stryker Corporation
31422 500.00 7/28/2004 Repairs/Mzaintsnance TR L SYSTEMS, INC.
31423 7/28/2004 Process wire into A/P System MCKESSON CORPORATION .
31424 3,550.82 7/29/2004 O/R supplies MEGADYNE MEDICAL PRODUCTS
31425 7/28/2004 Process wire into A/P System MCKESSON CORPORATION
- 31426 7/29/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31427 '7/28/2004 Procsss wire info A/P Systern MCKESSON MEDICAL - SURGICAL, INC
31428 3,000.00 7/29/2004 Contract Services FLEX ED
31429 ©2,500.00 7/29/2004 Lease Payment IMMANUAL LUTHERAN CHURCH
31430 7/28/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31431 7/28/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31432 7/28/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31433 7/29/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31434 7/28/2004 Process wire into A/P System MCKESSCON MEDICAL - SURGICAL, INC
EFT 47.50 7/28/2004 Bank Charges Foothill Bank
31435 2.946.00 7/30/2004 Implants . Stryker Corporation
31438 . 8,483.45 7/30/2004 Implants . Stryker Corporation
31437 5,841.60 7/30/2004 implants _ DEPUY INC.
31438 410.53 7/30/2004 Laboratory Supphes EDWARDS LIFESCIENCES
31439 110.00 7/30/2004 Delivery Service ORANGE COURIER INC.
31440 310.50 7/30/2004 Contract Services SILVER BULLET CORP, THE
31441 - 949.00 7/30/2004 Sales Tax Quarterly STATE BOARD OF EQUALIZATION
31442 3,048.45 7/30/2004 Surgery Supplies SYNTHES USA :
31443 1,000.00 7/30/2004 Postage for Meter UNITED STATES POSTAL SERVICE
31444 EBO.70 7/30/2004 Phone Service VERIZON -
31445 28,176.27 7/30/2004 Phone Service VERIZON CALIFORNIA
31448 5,627.00 7/30/2004 Implants BIOTRONIK
31447 823.08 7/30/2004 MEDICAL SUPPLIES ABBOTT LABORATORIES DIAG
31448 7/30/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31449 7/30/2004 Process wire into A/P System MCKESSCN MEDICAL - SURGICAL, INC
31480 7/30/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31451 ' 7/30/2004 Process wire into A/P System MCKESSON MEDICAL - SURGICAL, INC
31452 7/30/2004 Process wire Into A/P System MCKESSON CORPORATION
31453 7/30/2004 Process wire into A/P System MCKESSON CORPORATION
31454 7/30/2004 Process wire into A/P System MCKESSON CORPORATION
31455 7/30/2004 Process wire into A/P System MCKESSON CORPORATION
31456 - 1,364.10 7/30/2004 MEDICAL SUPPLIES 3M COMPANY )
31457 6,335.36 7/30/2004 Medical Supplies BAXTER HEALTHCARE CORP.
31458 1,946.29 7/30/2004 Pharmaceuticals CARDINAL HEALTH 200, INC
31459 1,848.50 7/30/2004 Pharmaceuticals CARDINAL HEALTH 200, INC
- 31460 1,131.70 7/30/2004 Repairs/Maintenance MEDICAL EQUIP. SERVICES, INC.
31461 5,5689.53 7/30/2004 MEDICAL SUPPLIES MEDLINE INDUSTRIES INC.
31462 647.58 7/30/2004 X-Ray Supplies MEDRAD, INC.
31463 101.84 7/30/2004 Repairs/Maintenance PHYSIO-CONTROL
31484 1,094.12 - 7/30/2004 Forms - STANDARD REGISTER
31465 102.2%1 7/30/2004 Medical Supplies STERIS CORPORATION
EFT 5,258 7/30/2004 Bank Charges Foothilt Bank
WIRE 32,770.61  7/30/2004 MEDICAL SUPPLIES MCKESSON
2,914,442.55
{2,914 ,442.55)




VERITAS HEALTH SERVICES DBA CHINO VALLEY MEDICAL CENTER

PAYROLL (DIP} ACCOUNT

CASH DISBURSEMENTS

07/01/04 TO 07/30/04

From To DATE

CHECK# CHECK# AMOUNT WRITTEN Purpose PAYEE
15451 - 7/1/2004 VOID
15452 - 7/2/2004 vOID
15453 - 7/1/2004 vOID
154354 : 2931.65  7/2/2004 Termination RAY HARLAN
15455 702.57  7/2/2004 Termination ESCOBEDO,LOURDES .
15456 15966 541,957.69  7/9/2004 Regular P/R All Employees
15535 (2,139.69)  7/9/2004 Voided Jover, Monna

.15482 o (715.18)  7/9/2004 Voided Bachar, Imelda
15967 2,061.13  7/8/2004 Adjustment " Jover, Monna
15968 1,419.27  7/9/2004 Adjustinent Bachar, Imelda
15969 490.92  7/9/2004 Adjustment Dabu, Grace
15970 289.54  7/9/2004 Adjustment Lowther, Laura
15971 ’ 90.15  7/9/2004 Adjustment Gonzales, Hope
15972 33538  7/9/2004 Adjustment Verkier, Michael
15973 363.45 7/9/2004 Adjustment Ruggio, Linda
15974 B 403.73  7/9/2004 Adjustment Traina, Sandra
15975 - 15944  7/9/2004 Adjustment Zubia, Micheile
15976 365.24 7/12/2004 Termination Mortan, Christine
15977 75521 7/15/2004 Termination Mitchell, Rod
15978 16440 540,487.92 7/23/2004 Regular P/R All Employees
16328 (788.47) 7/23/2004 Voided Bradley, Leon
15989 (565.20) 7/24/2004 Voided Garcia, Shirley
15990 ' (565.20) 7/25/2004 Voided Garcia, Shirley
159591 (1,026.85) 7/26/2004 Voided Garcia, Shirley
16441 : 2,990.31 7/23/2004 Termination Ochoa, Cruz
16442 . 186.44  7/23/2004 Adjustment Verkler, Michael
16443 i 420.41 7/23/2004 Adjustment Jackson, Mishaun

16444 990.45 7/23/2004 Adjustment Eily, Lucia
16445 i 818.03  7/23/2004 Adjustment Bradley, Leon
16446 84.78 7/23/2004 Adjustment Jerez, Jessica
16447 197.68  7/23/2004 Adjustment Zaretki, Debra
16448 T 153.72  7/23/2004 Adjustment Smith, Laure[
16449 . 110.81  7/23/2004 Adjustment Thomas, Maritza
16450 306.35  7/26/2004 Adjustment Zafra, Majorie

EFT (285.00)  7/1/2004 Bank Charges Foothill Bank

EFT . 76.50  7/6/2004 Bank Charges - Foothill Bank

EFT . 147.75  7/7/2004 Bank Charges  Foothill Bank

EFT 23447  7/9/2004 Bank Charges Foothill Bank

EFT 23,75 7/21/2004 Bank Charges Foothill Bank

EFT 118,75 7/29/2004 Bank Charges Foothill Bank

EFT 23.75  7/30/2004 Bank Charges Foothill Bank

1,003,611.78

(1,093,611.78)
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PROOF OF SERVICE
STATE OF CALIFORNIA, COUNTY OF LOS ANGELES

ITaman eniployee in the County of Los Angeles, State of California. I am over the age of 18
and am not a party to the within action; my business address is: 1801 Avenue of the Stars, Suite

1120, Los Angeles, California 90067.
On August 31, 2004, I served the foregoing document(s) described as:

INTERIM STATEMENT NO. 6

dn the interested parties in this action by placing a true copy thereof enclosed in a sealed
envelope with postage thereon fully prepald in the Umted States mail at Los Angcles California,
addressed as follows:

or ital care unse] i ittee

Meary H. Rose, Esq. . " | Howard Levine, Esq.
Proskauer, Rose 1801 Century Park East
2049 Century Park East, # 3200 Suite 2400

Los Angelss, CA 80067 Los Angeles, CA 50067

(By Mail) I caused such envelope with postage thereon, fully prepaid to be placed in the
United States mail. Executed on August 31, 2004 at Los Angeles, California. o

__ X _ (PFederal) I declare under penalty of perjury under the the laws of the Umted States of

America that the foregoing is true and correct.

Marguerite Hardin
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ASSET PURCHASE AGREEMENT

This ASSET PURCHASE AGREEMENT (this “Agreement”), dated as of ,
2004, is made and entered into by and between Prime Healthcare Systems, LLC (“Buyer™), and
Veritas Health Services, Inc. (“Seller”).

WHEREAS, Seller is engaged in the business, among others, of operating the Chino
Valley Medical Center located at 5451 Walnut Avenue, Chino, CA 917 10, together with the
Emanuel Lutheran Church parking lot. Both leases are further identified on Exhibit A (the
business and properties are collectively the “Chino Valley Medical Center”); and

WHEREAS, Seller desires to sell and assign to Buyer, and Buyer desires to purchase and
assume from Seller, on the terms and subject to the conditions set forth in this Agreement, all of
the assets of Seller that are currently being used by Seller in the conduct of the Chino Valley
Medical Center, all upon the terms and conditions hereinafter set forth, in each case, in

~accordance with Sections 363 and 365 of Title 11, United States Code, as amended (the
“Bankruptcy Code™); and

WHEREAS, pursuant to the Bankruptcy Code, Seller is currently in possession of its
assets as a Chapter 11 Debtor-in-Possession in Case No. RS 04-11158 MJ (hereinafter referred to
as the “Bankruptcy Case”), presently pending in the United States Bankruptcy Court for the
Central District of California (3420 Twelfth Street Riverside, California 92501) (hereinafter

-referred to as the “Bankruptey Court™), and Seller, upon proper approval and authorization from
the Bankruptcy Court, may sell and assign assets outside of the ordinary course of business.

NOW, THEREFORE, in consideration of the n'xutual covenants, representations,
warranties and agreements and the conditions set forth in this Agreement, Buyer and Seller

‘hereby agree as follows:

I. Transfer of Chino Valley Medical Center Assets; Assumption of Liabilities

1.1 Transfer of Chino Valley Medical Center Assets. On the terms and subject to the

conditions set forth in this Agreement, Seller shall, at the Closing (as defined in Section 3.1
hereof), sell, transfer and assign to Buyer, and Buyer shall purchase and acquire from Seller, all
of Seller’s right, title and interest, as of the Closing Date (as defined in Section 3.1 hereof), in
and to all of the tangible and intangible assets, including but not limited to real property leases
and equipment leases of Seller related to, or used in conjunction with, the Chino Valley Medical
Center (collectively, except for the excluded assets set forth in Section 1.2 hereof, the “Chino
Valley Medical Center Assets”). Said Chino Valley Medical Center Assets to be free and clear
of any morigage, lien, security interest, charge, hypothecation, pledge, adverse claim,
encumbrance or restriction of any kind or nature whatsoever (each a “Lien™), other than those
related solely to the Assumed Liabilities which Liens are disclosed on Schedule 1.1 (the
“Permitted Liens™), including, but not limited to:

(a)  All of the equipment and machjnery; owned by Seller and used by Seller
in the operation of the Chine Valley Medical Center, including the equipment and
machinery listed on Schedule 1,1(a) attached hereto;

EXHIBIT 2.
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(b)  Seller’s interest in those Real Property Leases (hereinafter defined),
equipment leases, other leases, licenses, contracts or agreements with respect to the
Chino Valley Medical Center and to which Seller is a party, and that are listed on
Schedule 1.1(b) attached hereto; ' :

(c) The software used in connection with Chino Valley Medical Center (all
such software and code described in this subsection is collectively referred to herein as
the “Transferred Software™), ‘ :

(d)  All rights to the Disproportionate Share Hospital funding except as
specifically set forth in section 2.1 (f) hereof.

(¢)  All rights in any trademarks, service marks, trade names, domain names,
associated applications and registrations, and any good will associated with the
foregoing, including but not limited to the trademark and the name “Chino Valley
Medical Center” or any combination of words in which the name “Chino Valley Medical
Center” appears, or any rights associated with such name, or any right to use such name
in all jurisdictions in which Seller either currently uses any such name or has any right to
use any such name (collectively, the “Transferred Trademarks”) owned by Seller and
used in connection with the Chino Valley Medical Center, and including the rights to
institute or maintain any action or investigation, and to recover damages, for any past
infringement thereof or any actions of unfair competition relating thereto.

(f)  Goodwill associated with the Chino Valley Medical Center (including all
goodwill associated with and symbolized by the name or names identified in
subsection (f) above as used as a trademark or service mark, and all goodwill associated
with and symbolized by any other trademark or service mark, trade name or corporate
name used in the conduct of the Chino Valley Medical Center (including, without
limitation, the Transferred Trademarks) as now conducted, all related tangibles and
intangibles which Seller uses in the conduct of the Chino Valley Medical Center and all
rights to continue to use the Chino Valley Medical Center Assets in the conduct of a
going business. :

The parties hereto expressly agree that Buyer is not assuming any of the liabilities, obligations or
undertakings relating to the foregoing Chino Valley Medical Center Assets, except for those
liabilities and obligations specifically assumed by Buyer in Section 1.3 hereof.

1.2 - -Excluded Assets and Agreements. Notwithstanding the foregoiﬁg, the assets and

agreements set forth in Schedule 1.2 (the “Excluded Assets™) are expressly excluded from the
purchase and sale contemplated hereby and are not included in the Chino Valley Medical Center

13 Assumption of Liabilities. Buyer shall assume, pay, perform in accordance with

their terms or otherwise satisfy, as of the Closing Date, the following:

(a) Trade vendor claims arising on or after the Petition Date in an amount not to
exceed $1.4 million (the “Assumed Trade Vendor Claims®™). The list of Assumed Trade
Vendor Claims shall be agreed to at or prior closing.
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(b) Seller’s obligations under the real property leases, equipment leases, other
leases, licenses, contracts and agreements listed on Schedule 1.1(b) (the “Purchased
Contracts”™) provided, however, Buyer shall not assume any obligations under Purchased
Contracts that are not assighed or transferred to Buyer; provided, further, however, that
Buyer shall not assume any obligation arising as a result of Seller’s breach of, or failure
to pay in the ordinary course in accordance with, the terms of any Purchased Contract
prior to the Closing Date; and further provided that the monthly réntal payments assumed
for the Chino Valley Medical Center located at 5451 Walnut Avenue, Chino, CA 91710
shall be equal to [amount and terms to be determined] and that the Security Deposit
will be-paid as provided in Section 2.1 (c) hereof. Seller shall be solely and exclusively
responsible for (i) the payment of any Cure Amounts due with respect to any Purchased
Contracts (except for the payment of the Security Deposit being paid by Buyer to Seller’s
Landlord as part of the Purchase Price in accordance with Section 2.1 (b) hereof), and
shall (A) pay all undisputed Cure Amounts with respect to such Purchased Contracts
from the proceeds of the sale, (B) contest by appropriate proceedings (as determined by
Seller) all disputed Cure Amounts with respect to such Purchased Contracts, and (C) after
resolution of any related dispute, pay the disputed Cure Amounts in accordance with the
Bankruptcy Court’s order with respect thereto, and (ii) the payment of all costs and
penalties attributable or associated with rejection of any agreements to which Seller is a
party. In the event that Buyer is required to pay any cure amounts, Buyer may deduct
said cure amounts from the Purchase Price. Seller shall pay the transfer fees, if any.

1.4  Excluded Liabilities. Other than as set forth above in Section 1.3, Seller shall
retain, and Buyer shall not assume, and nothing contained in this Agreement shall be construed
as an assumption by Buyer of, any liabilities, obligations or undertakings of Seller of any nature
whatsoever, whether accrued, absolute, fixed or contingent, known or unknown, due or to
become due, unliquidated or otherwise. Seller shall be responsible for all of the liabilities,
- obligations and undertakings of Seller not assumed by Buyer pursuant to Section 1.3 hereof.

1.5  Meditech Equipment Lease. Notwithstanding anything elsewhere provided,
Seller shall obtain an extension of the period to assume or reject the Meditech Equipment Lease
until the earlier of end of the first quarter of 2005 or confirmation of Buyer’s plan, but in no
event before January 31, 2005. Buyer shall have until ten (10) business days prior to the end of
said extension to elect to acquire and assume the Meditech Equipment Lease. Buyer shall make
all payments on the Meditech Equipment Lease from and after the Closing until the lease is
- assumed or rejected. | .

1.6  Executory Contracts and Unexpired Leases. The Seller may elect, in its sole
discretion, to take such action it deems necessary to cause all executory contracts and unexpired

leases not expressly assumed in this Agreement to be rejected pursuant to 11 U.S.C, § 365.

1.7 Definitions. Certain capitélized terms used herein have the meanings set forth
below, ‘

. “Alternative Trapsaction” means any direct or indirect sale, transfer or other
disposition of all or any portion of the Chino Valley Medical Center Assets, in either case
in one or more transactions with one or more Persons other than Buyer; provided,
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however, that for any transaction or series of transactions to constitute an Alternative
Transaction, it must comply with the Auction and Bid Procedures and the Bid Procedures

Order.

“Auction” means an auction for the sale of the Assets conducted by Seller
pursuant to the Bid Procedures Order and the Bankruptey Code.

“Auction and Bid Procedures” means the Auction and Bid Procedures attached as
Exhibit AA to this Agreement.

“Bid Procedures Motion” means the motion to be filed by Seller with the
Bankruptcy Court seeking, among other things, the entry of the Bid P;ocedures Order.

“Bid Procedures Order” means a Final Order or Orders of the Bankruptcy Court
that is reasonably satisfactory to Buyer and, among other things: (a) establishes the
bidding procedures for the purchase of the Assets in substantial conformity with the
Auction and Bid Procedures, including, without limitation, (i) a deadline by which bids
for Alternative Transactions to this Agreement must be submitted by bidders, and (ii) the
Break-up Fee and Expense Reimbursement payable to Buyer (or Buyer’s Affiliate) in the
event Buyer (or such Affiliate) is not the successful bidder for the Assets; (b) provides
that the Break-Up Fee and Expense Reimbursement shall constitute priority
administrative expenses of Seller’s bankruptcy estate; (c) establishes procedures for the
auction process upon submission to Seller of qualified competing bids; and (d) contains
such other provisions as are consistent with the Auction and Bid Procedures, are
reasonably satisfactory to Buyer and are usual and customary for orders governing
bankruptey auctions.

“Break-up Fee and Expense Reimbursement” shall mean an amount equal to
$400,000. - _

“Cure Amounts” means all payments required to be made in order to effectuate,
pursuant to the Bankruptcy Code, the assumption by Seller and assignment to Buyer of
the Purchased Contracts under Section 365 of the Bankruptcy Code and 1.2 of this
Agreement.

“Encumbrance” shall mean any charge, claim, community or other marital
property interest, condition, equitable interest, lien (including, without limitation, any lien
. held or asserted by any Governmental Authority, including the Pension Benefit Guaranty
Corporation and the Environmental Protection Agency), option, pledge, security interest,
mortgage, right of way, easement, encroachment, servitudes, right of first option, right of
first refusal, or similar restriction, including restrictions of use, voting (in the case of any
security or equity interest), transfer, receipt of income or exercise of any attribute of
ownership, or other encumbrance, option or defect in title of every type and description,
whether imposed by law, agreement, understanding or otherwise, including, without
limitation, all liens, encumbrances, and interests in property as set forth in Section 363 of
the Bankruptcy Code. ‘
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“Equipment Leases;"shall mean those leases for equipment set forth on Schedule
1.1 (b) hereof. '

“Final Order” shall mean an order as to which there is no appeal, motion for
reconsideration, stay or similar request for relief pending, and as to which the time period
to seek or file any such appeal, motion for reconsideration, stay or similar request for
relief has expired. '

“Governmental Authority” shall mean the government of the United States, or any
other foreign country or any state, provincial or political subdivision thereof, and any
entity, body or- authority exercising executive, legislative, judicial, regulatory or
administrative functions of or pertaining to government.

“Material Adverse Effect” shall mean any event, circumstance, change or effect
that has a material and adverse effect on the Chino Valley Medical Center Assets or the
business, operation or financial condition of the Chino Valley Medical Center, taken as a
whole, including, without limitation, a prospective effect that would likely result from a
current event or circumstance.

“Petition Date” shall mean January 30, 2004, the date that Seller filed in voiunta.ry
petition under chapter 11 of title 11 of the United States Code. o

““Person” shall mean any individual, corporation, business trust, proprietorship,
firm, partnership, limited partnership, limited Hability partnership, limited liability
company, trust, association, joint ventures, Governmental Authority or other entity.

“Real Property Leases” the leases for the real property commonly krown as
Chino Valley Medical Center located at 5451 Walnut Avenue, Chino, CA 91710, and the
lease for the real property commonly known as the Emanuel Lutheran Church parking
lot. Such leases further identified on Exhibit A hereof a.nd each as listed on Schedule 1.1
(b) hereof. -

. “Sale Approval Order” means a Final Order or Orders of the Bankruptcy Court
that, among other things: (a) approves, pursuant to Sections 363 and 365 of the
Bankruptey Code, (i) the execution, delivery and performance by Seller of this
Agreement, and the other instruments and agreements contemplated hereby; (ii) the sale
of the Chino Valley Medical Center Assets to Buyer (or one of its Affiliates) on the terms
set forth herein; and (iii) the performance by Seller of its obligations under this
Agreement, including, without limitation, the assumption and assignment of the
Purchased Contracts; (b) finds and concludes that (i) due and proper notice has been
afforded in accordance with the Bankruptcy Code, the Bankruptcy Rules, the Local Rules
of the Bankruptcy Court and the orders of the Bankruptcy Court; (i) the Purchase Price
(as defined in Section 2.1) under the Agreement constitutes reasonably equivalent value
and fair consideration under the Bankruptcy Code for the Chino Valley Medical Center
Assets; (iii) Buyer (or Buyer’s Affiliate, as appropriate) is a good faith purchaser as that
term is used in Section 365(m) of the Bankruptcy Code; (iv) Buyer (or Buyer’s- Affiliate,
as appropriate) has not engaged in collusive bidding or otherwise violated the provisions
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of Section 365(n) of the Bankruptcy Code; (v) title to the Chino Valley Medical Center .

Assets shall vest in Buyer (or Buyer’s Affiliate, as applicable) free and clear of all liens,
‘mortgages, security interests and other Encumbrances of any type or nature under the
-Bankruptcy Code except for only those Permitted Encumbrances set forth on Schedule .
1.6; and (vi) Buyer shall not be liable for any claims or debts of Seller, except those
liabilities expressly assurmed pursuant to this Agreement; and (c) is in all other respects
reasonably satisfactory to Buyer.

“Sale Motion” means the motion to be filed with the Bankruptcy Court by Seller
seeking entry of the Sale Approval Order, which Sale Motion shall include a copy of the
proposed form of a Sale Approval Order.

II. Purchase Price

2.1 Total Consideration. The total consideration to be received by Seller from Buyer
(the “Purchase Price”) for the Chino Valley Medical Center Assets shall be the sum of (a), (b),
(c), (d), (e) and (f) below, which totals approximately $8,900,000:

- (@) a depoéit of Two Hundred and Fifty Thousand Dollars ($250,000) to be wired
to the client trust account of Seller’s general bankruptey counsel, Levene, Neale, Bender,
Rankin & Brill LLP, upon the execution by Buyer of this Agreement (the “Deposit™);

(b)  Four Million Eight Hundred Thousand Dollars ($4,800,000) shall be paid
in cash at the Closing by wire transfer to Seller’s account at Bank,
{account # ).

(c)  Posting a Letter of Credit in the sum of One Million Two Hundred
Thousand Dollars (81,200,000) with the landlord for the Chino Valley Medical Center
real property as the security deposit required by the lease;

(d)  Assumption of Medicare Cost Reporting expenses of up to One Million -
Two Hundred Thousand Dolla.rs ($1,200,000);

(e) Assumpt:on of pre-petmon arrearages in physician executory contracts in
the sum of Fifty Thousand Dollars ($50,000);

()  Assumption of Post Petition Vendor claims in the amount of One Million
Four Hundred Thousand Dollars ($1,400,000) (as referenced in Section 1.3(a)) and

(g)  Payment of the Disproportionate Share Hospital funding, if any, and net of
consultant’s fee, received relating to the fiscal year 2005 report for Chino Valley Medical
Center for calendar year 2002 costs.

2.2 Allocation of Purchase Price. ‘The Buyer has allocated the Purchase Price among
the Chino Valley Medical Center Assets as set forth on Exhibit B, which exhibit shall be updated
as of the Closing Date in such a manner as determined by Buyer subject to Seller”s consent
(which shall not be unreasonably withheld), after taking into account the applicable Treasury
Regulations and the fair market value of such items. Buyer shall prepare for filing all tax returns

6
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that may be required with respect to the transaction prowded for herein pursuant to Section 1060
of the Internal Revenue Code of 1986, as amended (the “Code”), any Treasury Regulations
~ promulgated thereunder, any other similar provision of the Code and any other similar,
applicable foreign, state or local tax law or regulation. Seller shall provide information that may
be required by Buyer for the purpose of preparing such returns, execute and file such retums as
requested by Buyer and file all other returns and tax information on 2 basis that is consistent with
such returns prepared by Buyer.

III. Closing

3.1  Closing. The closing (the “Closing™) of the purchase and sale of the Purchased
Assets shall take place on a date no later than September 30, 2004, or such later date as to which
the parties may mutually agree (the “Closing Date”), with hard copy originals of executed
closing documents to be exchanged via overnight mail or other method as agreed to by the
parties. The Closing shall be effective as of 12:01 a.m. Pacific Time on the Closing Date. All
matters at the Closing shall be considered to take place simultaneously, and no delivery of any
document or instrument shall be deemed complete until all transactions and deliveries of
. documents and instruments and payments contemplated by this Agreement are completed or
have been waived by the party to whom delivery or payment was due hereunder.

3.2 General Procedure.

Deliveries by Seller. At the Closing on the Closing Date, Seller shall deliver to
Buyer:

(a)  Such certificates, assignments, instruments, bills of sale, deeds, and other
documents necessary to transfer title to all the Purchased Assets free of
Liens (except for Permitted Liens) (the “Transfer Documents™) to Buyer;

| (&)  Assignment of Real Property Leases
(¢)  Assignment of Equipment Leases
(d)  The documents listed on Schedule 3.2; and
.(e) A cerﬁ'ﬁed copy of the Salé Approval Order.

Deliveries by Buver. At the Closing on the Closing Date, Buyer shall deliver, or
cause to be delivered

(a) An amount in cash equal to the Cash Consideration by wire transfer of
xmmcchately available funds.

(b)  Assumption of Real Property Lease Agreements

(¢)  Assumption of Equipment Leases
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IV. Representations and Warranties of Seller

Seller hereby represents and warrants to Buyer that, except as set forth in the Disclosure
Schedule delivered by Seller to Buyer on the date hereof (the “Disclosure Schedule™) (which
Disclosure Schedule sets forth the exceptions to the representations and warranties contained in
this Article IV under captions referencing the Sections to which such exceptions apply):

4.1  Incorporation and Corporate Power. Seller is a corporation duly incorporated,
validly existing' and in good standing under the laws of the State of California and has all

requisite corporate power and authority and all authorizations, licenses, permits and certifications
necessary to carry on the Chino Valley Medical Center as now being conducted and to own,
lease and operate the Chino Valley Medical Center Assets. :

4.2 Execution, Delivery; Valid and Binding Agreement. The execution, delivery and
performance of this Agreement by Seller, and the consummation of the transections
contemplated hereby, have been duly and validly authorized by the Board of Directors and
Shareholders of Seller, and no other proceedings on its part are necessary to authorize the
execution, delivery and performance of this Agreement. This Agreement has been duly executed
and delivered by Seller and, assuming that this Agreement is the valid and binding agreement of
Buyer, constitutes the valid and binding obligation of Seller, enforceable in accordance with its
terms, except for approval by the Bankruptcy Court having jurisdiction over Seller.

4.3  Authority; No Breach. Seller has the requisite corporate power and authority to
execute and deliver this Agreement and to perform its obligations hereunder. The execution, -
delivery and performance of this Agreement by Seller, and the consummation of the transactions
contemplated hereby, do not conflict with or result in any breach of any of the provisions of, or
constitute a default under, result in a violation of, result in the creation of a right of termination
or acceleration or any lien, security interest, charge or encumbrance upon any assets of Seller, or
require any authorization, consent, approval, exemption or othér action by or notice to any court
or other governmental body, under the provisions of the Articles of Incorporation or Bylaws of
Seller or any indenture, mortgage, lease, loan ‘agreement or other agreement or instrument by
which Seller or the Chino Valley Medical Center Assets are bound or affected, or any law,
‘statute, rule or regulation or order, judgment or decree to which Seller or the Chino Valley -
Medical Center Assets are subject, except for approval by the Bankruptey Court having
jurisdiction over Seller. S

44  Governmental Authorities; Consents; Notices. The Seller is not required to
submit any notice, report or other filing with any governmental authority in connection with the
execution or delivery by it of this Agreement or the consummation of the transactions
contemplated hereby. Except as set forth in the Disclosure Schedule, no consent, approval or
authorization of any governmental or regulatory authority is required to be obtained by Seller in
connection with its execution, delivery and performance of this Agreement. Seller represents
and warrants that it shall provide notice to all Persons who are entitled to receive notice of the
Sale Motion by virtue of the Bankruptcy Code or the Bankruptcy Rules or the local rules of the
Bankruptcy Court or any order of the Bankruptey Court or other applicable law, or which Seller
reasonably believes have or may assert a “claim” (as defined in the Bankruptcy Code) against or
related to the Chino Valley Medical Center Assets (provided that, if the Bid Procedures Order

8
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requires other Persons to receive notice of the Sale Motion, Seller represents and warrants that
those Persons have received notice. After the Sale Hearing, all of the parties (if any) who filed a
response or an objection to the Sale Motion or who appeared at the Sale Hearing will have been
sent notice of the proposed entry of the Sale Approval Order within the time periods required by,
and otherwise in accordance with the provisions of, applicable law. :

4.5 ChinoValley Medical Center Assets.

(@)  Seller has good and marketable title to all of the Chino Valley Medical
Center Assets, and shall convey same free and clear of all Liens (except for Permitted
Liens). To the knowledge of Seller, there are no condemnation, zoning or other land use
regulation proceedings, either instituted or planned to be instituted, that would
detrimentally affect the use, occupancy and operation of the real property for hospital
use. There are no parties in possession of the premises demised under the Real Property
Leases other than Seller.

(b) ~ There are no claims pending or threatened against Seller relating to or
arising out of an environmentally hazardous substance, nor to the knowledge of Seller has
any Seller received any notice alleging or warning that any real property operated by
Seller is in violation of or in noncompliance in any material respect with any applicable
environmental laws. There are no hazardous substance is now present in amounts,
concentrations or conditions requiring removal, remediation or any other response, action
or corrective action under, or forming the basis of a claim pursuant to, any applicable
environmental law. The Chino Valley Medical Center is not being and has not been
during the period of time it has been operated by Seller used in connection with the
business of manufacturing, storing or transporting hazardous substances. There neither
are now nor have there been during the period of time they have been operated by Seller
any underground storage tanks, lagoons or other containment facilities of any kind which
contain or contained any hazardous substances on the Chino Valley Medical Center.

4.6 Contracts and Commitments. No contracts and commitment, other than the Real
Property Leases and the Meditech Equipment Lease (which is subject to Section 1.5 hereof) are
being assigned to or assumed by Buyer. '

47  Litigation. Except as set forth in the Disclosure Schedule under the caption

~ referencing this Section 4.7 and for law suits seeking to collect on past due financial obligations,
there are no actions, suits, proceedings, orders or investigations pending or, to the best
knowledge of Seller,. threatened against Seller, at law or in equity, or before or by any federal,
state, municipal or other governmental department, commission, board, bureau, agency or
instrumentality, domestic or foreign, and there is no reasonabie basis known to Seller for any of
the foregoing. Seller shall provide Buyer a “loss run” report in form reasonably acceptable to

Buyer.

. 4.8  Employees. To the best knowledge of Seller: (a) no employee of Seller and no
group of Seller’s employees has any plans to terminate his or her employment, other than Seller
is generally aware that employees may elect to terminate their employment to preserve their
claims to accrued and unused PTO and MTO; (b) Seller has complied with all laws relating to
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the employment of labor, including provisions thereof relating to wages, hours, equal
opportunity, collective bargaining and the payment of social security and other taxes; (c) Seiler
has no material labor relations problem pending and its labor relations are satisfactory; (d) no
employee of Seller is subject to any secrecy or noncompetition agreement or any other
agreement or restriction of any kind that would impede in any way the ability of such employee
to carry out fully all activities of such employee in furtherance of the Chino Valley Medical
Center; and (¢} no employee or former employee of Seller has any claim with respect to any of
the Chino Valley Medical Center Assets.

, 4,9  Affiliate Transactions. No officer or director of Seller or any member of the
immediate family of any such officer or director or any entity in which any of such persons owns
any beneficial interest (collectively “Insiders™), has any agreement with Seller (other than normal
employment arrangements) or any interest in any property, real, personal or mixed, tangible or
intangible, used in or pertaining to the Chino Valley Medical Center of Seller (other than
ownership of capital stock of Seller). None of the Insiders has any direct or indirect interest in
any competitor, supplier or customer of Seller or in any person, firm or entity from whom or to
- whom Seller leases any property, or in any other person, firm or entity with whom Seller
transacts business of any nature. For purposes of this Section 4.9, the-members of the immediate
family of an officer or director shall consist of the spouse, parents, children, siblings, mothers-
and fathers-in-law, sons- and daughters-in-law, and brothers- and sisters-in-law of such officer or
director. : '

4.10 Compliance with Laws: Permits

(a) Seller and its officers and directors have complied in all material respects
with all applicable laws, regulations and other requirements, including, but not limited to,
federal, state, local and foreign laws, ordinances, rules, regulations and other
requirements pertaining to product labeling, consumer products safety, equal employment
opportunity, employee retirement, affirmative action and other hiring practices,
occupational safety and health, workers’ compensation, unemployment and building and
zoning codes, which materially affect the Chino Valley Medical Center, the Chino Valley
Medical Center Assets and to which Seller may be subject, and no claims have been filed
against Seller alleging a violation of any such laws, regulations or other requirements.
Seller has no knowledge of any action, pending or threatened, to change the zoning or
building ordinances or any other laws, rules, regulations or ordinances affecting the
Chino Valley Medical Center Assets. Seller is not relying on any exemption from or
deferral of any such applicable law, regulation or other requirement that would not be
available to Buyer after it acquires the Chino Valley Medical Center Assets.

: (b) Seller has, in full force and effect, all licenses, permits and certificates,
from federal, state, local and foreign authorities (including, without limitation, federal
and state agencies regulating occupational health and safety) necessary to conduct its
Chino Valley Medical Center and own and operate Chino Valley Medical Center Assets
(collectively, the “Permits™), A true, correct and complete list of all the Permits is set
forth under the caption referencing this Section 4.9 in the Disclosure Schedule. To the
best of its knowledge, Seller has conducted its business in compliance with all material
terms and conditions of the Permits.
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(¢)  In connection with the Chino Valley Medical Center, Seller has not made
or agreed to make gifts of money, other property or similar benefits (other than incidental
gifts of articles of nominal value) to any actual or potential customer, supplier,
governmental employee or any other person in a position to assist or hinder Seller in
connection with any actual or proposed transaction.

(d)  In particular, but without limiting the generality of the foregoing, Seller
has not violated and has no liability, and has not received a notice or charge asserting any
violation of or Hability under, the federal Occupational Safety and Health Act of 1970 or
any other federal or state acts (including rules and regulations thereunder) regulating or
otherwise affecting employee health and safety in connection with the Chino Valley
Medical Center.

4,10 Disclosure, Neither this Agreement nor any of the Exhibits hereto nor any of the
documents delivered by or on behalf of Seller pursuant to Article VI hereof nor the Disclosure
Schedule, taken as a whole, contain any untrue statement of a material fact regarding Seller or
the Chino Valley Medical Center or any of the other matters dealt with in this Article I'V relating
to Seller or the transactions contemplated by this Agreement. This Agreement and the
Disclosure Schedule do not omit any material fact necessary to make the statements contained
herein or therein, in light of the circumstances in which they were made, not misleading.

4.11  Further Condition. A condition precedent to the effectiveness of this Agreement
shall be that Seller seeks Bankruptcy Court approval of this Agreement within five (5) business
days after execution of this Agreement, and Seller represents it shall use its best efforts to seek
such approval,

V. Representations and Warranties of Buyer
Buyer hereby represents and warrants to Seller that:

5.1  Formation and Power. Buyer is a limited Hability company duly incorporated,
validly existing and in'good standing under the laws of the State of California, with the requisite
power and authority to enter into this Agreement and perform its obligations hereunder.

52  Execution, Delivery: Valid and Binding Agreement. The execution, delivery and

performance of this Agreement by Buyer and the consummation of the transactions contemplated
hereby have been duly and validly authorized by all requisite company action, and no other
corporate proceedings on its part are necessary to authorize the execution, delivery or
performance of this Agreement. This Agreement has been duly executed and delivered by Buyer
and constitutes the valid and binding obligation of Buyer, enforceable in accordance with its
ferms. : :

5.3  No Breach. The execution, delivery and performance of this Agreement by Buyer
and the consummation by Buyer of the transactions contemplated hereby do not conflict with or
result in any breach of any of the provisions of, constitute a default under, resultin a violation of,
result in the creation of a right of termination or acceleration or any lien, security interest, charge
or encumbrance upon any assets of Buyer, or require any authorization, consent, approval,
exemption or other action by or notice to any court or other governmental body, under the
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provisions of the Articles of Organization or Operating Agreement of Buyer or any indenture,
mortgage, lease, loan agreement or other agreement or instrument by which Buyer is bound or
affected, or any law, statute, rule or regulation or order, judgment or decree to which Buyer is
subject. :

5.4 - No Financing Contingency. Buyer has cash reserves or availability under existing
credit facilities to pay the purchase price in cash to Seller on Closing Date without new debt or
equity financing, Buyer’s obligations hereunder are not contingent upon procuring financing for
the transaction contemplated hereunder.

V(A). Covenants.

5A.1 Employees. Seller shall terminate all of its employees located at Chino Valley
Medical Center effective as of the Closing Date. Seller shall be responsible for any severance
pay or other severance-related benefits, and any accrued vacation, owing to any such employee
in connection with such termination, all of which are Excluded Liabilities. Seller shall be
responsible for providing termination notices to such terminated employees and for otherwise
effecting such termination in compliance with applicable laws. Buyer shall offer employment to
at least eighty percent (80%) of the full time employees so terminated by Seller who meet
Buyer’s requirements of licensing, certification, experience, skills, and background check, and
whom Buyer determines are needed to meet Buyer’s anticipated service mix and volume. as of
the Closing Date, upon terms and conditions to be determined by Buyer. ;

5A.2 Emplovee Benefit Plans. Seller shall be responsible for providing notices
required by the Consolidated Omnibus Budget Reconciliation Act of 1985 (“*COBRA™) to all
employees of any Seller and their dependents and qualified beneficiaries. Seller shall provide
Buyer, at its request, with copies of each such required notice sent. Seller shall bear any and all
costs and Liabilities arising from such terminations (including, without limitation, any benefit
* under any Plan which becomes payable as a result of the transactions contemplated by this
- Agreement). After the Closing, Seller will comply with all of the requirements of COBRA.
Buyer will not assume any of the assets or liabilities of any of the Plans, all of which are
- Excluded Assets and Excluded Liabilities, Buyer will neither assume sponsorship of, nor take
over any assets directly from, any 401(k) plan applicable to employees of Seller, and Seller shall
continue to be responsible for any such 401(k) plan.

5A.3 Interim Operations. Following the Closing, Buyer shall make prompt and diligent
application for the transfer of all necessary licenses and permits or if such permits or licenses
cannot be transferred for new permits and or licenses to be issued to the Buyer. Until such time
as said licenses and permits are transferred to or otherwise acquired by the Buyer, Buyer shall
operate the Chino Valley Medical Center under Seller’s existing licenses and permits as Seller’s
attorney in fact (which power of attorney Seller acknowledges is coupled with an interest and
may not be canceled by Seller) and all income, costs, benefits and liabilities arising after the
Closing will belong to and be the responsibility of Buyer and Buyer hereby agrees to indemnify
and protect Seller for all claims related to Buyer’s use of Seller’s licenses and permits after the
Closing. '

V1. Covenants and Conditions to Closing
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6.1  Conduct of the Chino Valley Medical Center. In connection with the Chino
Valley Medical Center Assets or the Chino Valley Medical Center, Seller agrees to observe each

term set forth in this Section 6.1 and agrees that, from the date hereof until the Closing Date,
unless otherwise consented to by Buyer in writing:

(@)  The Chino Valley Medical Center shall be conducted only in, and Seller
shall not take any action except in, the ordinary course of Seller’s business, on an arm’s-
length basis and in accordance in all material respects with all applicable laws, rules and
regulations and Seller’s past custom and practice;

(b) Seller shall not, directly or indirectly, do or permit to occur any of the
following insofar as they relate to the Chino Valley Medical Center or the Chino Valley
Medical Center Assets: (i) sell, pledge, dispose of or encumber any of the Chino Valley
Medical Center Assets, except in the ordinary course of business; (ii) acquire (by merger,
exchange, consolidation, acquisition of stock or assets or otherwise) any corporation,
partnership, joint venture or other business organization or division or material assets
thereof; (iif) incur any indebtedness for borrowed money or issue any debt securities
except the borrowing of working capital in the ordinary course of business and consistent
with past practice;; or (iv) enter into or propose to enter into, or modify or propose to
modify, any agreement, arrangement or understanding with respect to any of the matters
set forth in this Section 6.1(b);

(¢)  Selier shall not cancel or terminate its current insurance policies covering
the Chino Valley Medical Center Assets and the Chino Valley Medical Center, or lower
the insurance on Buyer’s inventory below $1 million, or cause any of the coverage
thereunder to lapse, unless simultaneously with such termination, cancellation or lapse,
replacement policies providing coverage equal to or greater than the coverage under the
canceled, terminated or lapsed policies for substantially similar premiums are in full force
and effect;

(d)  Seller shall (i) use its best efforts to preserve intact the organization and -
goodwill of the Chino Valley Medical Center, keep available the services of Seller’s
officers and employees as a group and maintain satisfactory relationships with suppliers,
customers and others having business relationships with Seller in connection with the
Chino Valley Medical Center; (ii) confer on a regular and frequent basis with
representatives of Buyer to report operational matters and the general status of ongoing
operations with respect to the Chino Valley Medical Center; (iii) not intentionally take
any action which would render, or which reasonably may be expected to render, any
representation or warranty made by it in this Agreement untrue at the Closing; (iv) notify
Buyer of any emergency or other change in the normal course of the Chino Valley
Medical Center or in the operation of the properties of the Chino Valley Medical Center
and of any governmental or third party complaints, investigations or hearings (or
communications indicating that the same may be contemplated) if such emergency,
_change, complaint, investigation or hearing would be material, individually or in the
aggregate, to the business, operations or financial condition of Seller or to Seller’s or
Buyer’s ability to consummate the transactions contemplated by this Agreement; and (v)
promptly notify Buyer in writing if Seller shall discover that any representation or
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warranty made by it in this Agreement was when made, or has subsequently become,
untrue in any respect;

6.2 Seller’s Chapter 11 Bankruptcy Case

‘(a)  This Agreement and the transactions contemplated thereby are contingent
upon the approval and authorization of the Bankruptcy Court and subject to Seller’s right
to obtain a higher bid for the Chino Valley Medical Center Assets through the Auction
and Bid Procedures and subject to the entry of the Bid Procedures Order, Seller agrees to
cooperate with Buyer in accordance with the terms of this Agreement, follow the Auction
and Bid Procedures and support the entry of an order (and not withdraw any motion)
seeking the Bankruptcy Court’s approval of the sale of the Chino Valley Medical Center
Assets to the successful bidder under the Auction and Bid Procedures. Seller shall
promptly advise Buyer of any written objections filed with the Bankruptcy Court to this
Agreement. Seller shall have no liability under this Agreement unless and until such
approval and authorization shall be given by the Bankruptey Court. Seller agrees that it
will promptly take such actions as reasonably requested by Buyer to assist in obtaining
the Sale Approval Order, including furnishing affidavits or other documents or -
information for filing with the Bankruptcy Court for the purposes, among others, of
demonstrating that Buyer is a “good faith” purchaser under Section 363(m) of the
Bankruptcy Code. In the event the Sale Approval Order is appealed, Seller shall use its
commercially reasonable efforts to defend such appeal, provided that Buyer and Seller
shall proceed with the Closing despite the pendency of an appeal if no stay of the Sale
Approval Order is in effect,

(b)  Neither Seller nor any of its Affiliates or Representatives shall have any
liability to Buyer, either under or relating to this Agreement or any applicable law, by
virtue of entering into or seeking Bankruptcy Court approval of an Alternative
Transaction, provided, that no such Alternative Transaction may be accepted or
consummated by Seller except in accordance with the Bid Procedures Order. Seller shall
not object to Buyer’s standing to be heard in any proceeding before the Bankruptcy Court
to determine (A) whether the consideration to be received in a transaction or series of
transactions is sufficient to make such transaction(s) an Alternative Transaction or is
otherwise in the best interests of the estate or (B) whether such Alternative Transaction
complies with the Bid Procedures Order.

(c)  Seller shall send notices, in form and substance reasonably satisfactory to
Buyer, regarding the sale of the Chino Valley Medical Center to such parties as Buyer
may designate, in addition to all parties as may be required by the Bankruptey Court or
the Bankruptcy Code. Seller shall take such further action in its Bankruptcy Case, as
Buyer may reasonably request; in order to (i) reduce the risk of any successor liability to
Buyer relating to Seller’s or its subsidiaries’ conduct or action or inaction (including
providing notice of the sale of Seller’s assets to potential claimants) and (ii) otherwise
effect the sale of the Chino Valley Medical Center Assets. Seller shall comply with all of
its obligations set forth in Section 1.2(b) hereof. :
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(d)  Seller shall provide notice of (i) the Sale Motion (including the form of the
proposed Sale Approval Order to be included therein) to all of the Notice Parties in the
manner set forth in the Bid Procedures Order and (ii) entry of the Sale Approval Order to
those parties who file a response or objection to the Sale Motion and to those partzes who
appear at the hearing at which the Sale Approval Order is entered.

© Seller shall use its best efforts to obtain the consent of any and all parties
to Purchased Contracts to the assignment of such contracts to Buyer, to the extent such
consent is required under the Bankruptcy Code (including Section 365(c) thereof),
including without limitation, any required consent from any entities which have licensed
any intellectual property to Seller.

§3) Seller shall not include in any plan of reorganization (or in any order
conﬁrming any such plan) which it seeks to confirm in the Bankruptcy Case any
provision or term which would limit, prejudice or modify any rights of Buyer hcreunder
or any obligations of Seller hereunder.

6.3  Taxes. Notwithstand.ing any other provision hereof to ﬂie-conu'ary; Seller shall be
solely responsible for all taxes arising by virtue of this transaction or due and payable as a result
of operations of the Chino Valley Medical Center Assets prior to Closing.

6.4 Conditions to Buyer’s Obhgatlons The obligation of Buyer to consummate the
transactions contemplated by this Agreement is subject to the satisfaction of the following

conditions on or before the Closing Date:

(a) On the Closing Date, Seller shall have delivered to Buyer all of the
following:

(1)  the Bill of Sale and such other instruments of conveyance, transfer,
‘asmgnment and delivery as Buyer shal] have reasonably requested pursuant to
Section 3.2 hereof;

(2)  the Assignment and Assumption of Real Property Lease
Agreements in the form set forth on Schedule 6.3 (2) hereof properly executed;

€

(3)  a copy of the text of the resolutions adopted by the board of
directors and shareholders of Seller authorizing the execution, delivery and
performance of this Agreement and the consummation of all of the transactions
contemplated by this Agreement; along with a certificate executed on behalf of
Seller, by its corporate secretary certifying to Buyer that such copy is 2 true,
correct and complete copy of such resolutions, and that such resolutions were
duly adopted and have not been amended or rescinded;

(4) such other certlﬁcates documents and instruments as Buyer
reasonably requests related to the transactions contemplated hereby.
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(b)  The Bankruptcy Court shall have entered in Seller’s Bankruptcy Case the
Sale Approval Order with respect to the transactions contemplated by this Agreement; the
Sale Approval Order shall provide (i) that the Chino Valley Medical Center Assets shall
be conveyed to Buyer free and clear of all Encumbrances, including any and all liens
which may arise from the failure to comply with any applicable statute relating to bulk
transfers or bulk sales and (ii) that any and all such liens shall attach to the proceeds of
the sale.

(c) Buyer shall have entered into a “Wholesale Lockbox Deposit and Blocked
Account Service Agreement with Provider” (“Buyer Lockbox Agreement™) with Sun
Capital Healthcare, Inc. (“Sun Capital”), and SunTrust Bank (“Bank™), in form and
substance reasonably acceptable to Buyer. The Buyer Lockbox Agreement and any
related agreements, each of which shall also be in form and substance reasonably
acceptable to Buyer, shall provide, among other things, that:

(1)  Buyer shall send, or cause to be sent, all collections on accounts receivable

of Buyer arising out of the delivery after the Closing of medical, surgical, diagnostic, ot
other healthcare related goods or services (“Buyer Accounts”), together with all related
Explanations of Benefits (EOB’s), to the lockboxes and lockbox bank accounts
established by Sun Capital with the Bank (collectively, “Buyer Lockboxes™);

(2) Buyer shall send, or cause to be sent, all collections received by Buyer on
accounts receivable of Seller arising out of the delivery prior to the Closing of medical,
surgical, diagnostic, or other healthcare related goods or services (“Seller Accounts™),
together with all related Explanations of Benefits (EOB’s), to the lockboxes and lockbox
bank accounts previously established by Sun Capital for the receipt of collections on
Seller Accounts (collectively, “Seller Lockboxcs”)

(3)  Sun Capital shall remit to Buyer, within three (3) business days after
receipt in cleared funds, all collections that it receives on Buyer Accounts, whether
received in the Buyer Lockboxes, the Seller Lockboxes, or otherwise;

“4) the Buyer Lockbox Agreement, the Buyer Lockboxes, and the foregoing
procedures regarding collections on Buyer Accounts shall be at no cost to Buyer and shall
continue for a period of one (1) year after the Closing Date; and

(5)  Buyer and Sun Capital shall each have reasonable rights to audit the
foregoing collections and payments by the other.

6.5  Conditions to Seller’s Obligations. The obligations of Seller to consummate the
transactions contemplated by this Agreement are subject to the satisfaction of the following
conditions on or before the Closing Date:

(a)  Onthe Closing Date, Buyer will have delivered to Seller:

(1) = wire transfer in immediately available funds in the amount of
$4,800,000; ‘ |

16

56




R, U

(2)  the Assignment and Assumption of Lease Agreements in the form
set forth on Schedule 6.3 (2) hereof properly executed;

VII. TERMINATION

7.1 Termination. This Agreement may be terminated at any time on or prior to the
Closing:

(a) By the mutual written agreement of Seller and Buyer;

(b By Buyer at its option if the Closing shall not have taken place on or
before September 30, 2004; provided, however, that the terminating party shall not have
failed to fulfill any obligation under this Agreement or be in breach of any representation
or warranty under this Agreement, which failure or breach was the cause of or resulted in
the failure of the Closing to occur on or before such date;

_ (¢} By Seller or Buyer, if any court of competent jurisdiction or other
Governmental Authority shall have issued a final and non-appealable order, decree or
ruling or taken any other action permanently restraining, enjoining or otherwise
prohibiting the consummation of the transactions contemplated hereby; :

(d) By Seller or Buyer, if prior to the Closing Date, the other party is in
default or breach in any material respect of any representation, warranty, covenant, or
agreement contained herein, and such default or breach shail not be cured within ten (10)
business days after the date written notice of such breach is delivered by the party
claiming such default or breach to the party in default or breach;

, (e) By Buyer if an event or circumstance shall have occurred since the date of
this Agreement that, independently or together with any other event or circumstance that
has occurred or is reasonably likely to occur, has or is reasonably likely to have a
Material Adverse Effect; -

@ By Buyer upon conversion or dismissal of Seller’s Bankruptey Case; and

() By Buyer upon Seller’s acceptance of an Alternative Transaction and
approval of such Alternative Transaction by the Bankruptey Court,

In the event of any termination pursuanf to this Section 7.1 (other than pursuant to
clause (a)), written notice setting forth the reasons therefore shall forthwith be given promptly by
the terminating party to the other party.

7'.2 Break-Up Fees and Expense Reimbursement. “In the event the Seller closes an

Alternative Transaction approved by the Bankruptcy Court, Seller shall pay to Buyer the Break-
up Fee and Expense Reimbursement no later than three Business Days thereafter.

7.3 Effect of Termination. If this Agreement is terminated pursuant to Section 7.1, all
obligations of the parties hereunder shall terminate, except for the obligations set forth in 9, 1
(Expenses), 9.10 {(Governing Law) and 9.11 (Jurisdiction), which shall survive the termination of
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this Agreement, and except that no such termination shall relieve any party from liability for any
prior breach of this Agreement; and, provided, however, that if this Agreement is terminated by a

party as a result of the other party’s willful failure to comply with its agreements and covenants
hereunder, then the party that terminated this Agreement shall have the right to pursue all legal
and equitable remedies available to it.

VIII. Survival

8.1 Survival of Representations and Warranties. Notwithstanding any investigation
made by or on behalf of any of the parties hereto or the results of any such investigation and
notwithstanding the participation of such party in the Closing, the representations and warranties
contained in Article IV and Article V hereof shall survive the Closing for a period ending on the
earlier of (1) confirmation by the Seller of a chapter 11 plan of reorganization; (2) conversion of
the Seller’s chapter 11 bankruptcy proceeding to a case under chapter 7 of the Bankruptcy Code;
or (3) dismissal of the Seller’s bankruptcy case..

IX. Miscellaneous

9.1  Expenses. Except as otherwise expressly provided for herein, Seller and Buyer
will pay all of their own expenses (including attorneys’ and accountants’ fees, in connection with
the negotiation of this Agreement, the performance of their respective obligations hereunder and
the consummation of the transactions contemplated by this Agreement (whether consummated or
not)

0.2  Further Assurances. Seller agrees that, on and after the Closing Date, it shall take
all appropriate action and execute any documents, instruments or conveyances of any kind which
may be reasonably necessary or advisable to carry out any of the provisions hereof, including,
without limitation, putting Buyer in possession and operating control of the Chino Valley
Medical Center Assets and transferring all Permits and Environmental Permits to Buyer that are
transferable.

9.3  Cooperation and Exchange of Information. Buyer and Seller shall provide each
other with such cooperation and information as either of them reasonably may request of the
‘other in filing any tax return, amended return or claim for refund, determining a liability for taxes
or a right to a refund of taxes or in conducting any audit 6r proceeding in respect of taxes. Such
cooperation and information shall include providing copies of relevant tax returns or portions
thereof, together with accompanying schedules and related work papers and documents relating
to rulings or other determinations by taxing authorities. Each party shall make its employees
available on a mutually convenient basis to provide explanation of any documents or information
provided hereunder. The Seller upon written request by Buyer, will provide to Buyer such
factual information reasonably necessary for filing tax returns, tax planning and contesting any
tax audit that Seller possesses as Buyer may reasonably request with respect to the Chino Valley
- Medical Center Assets (which information Sefler agrees to maintain and preserve for so long as
it may be needed by Buyer). .

_ 94  Amendment and Waiver. This Agreement may not be amended or waived except
in a writing executed by the party against which such amendment or waiver is sought to be
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enforced. No course of dealing between or ainong any persons having any interest in this
Agreement will be deemed effective to modify or amend any part of this Agreement or any rights
or obligations of any person under or by reason of this Agreement.

9.5  Notices. All notices, demands and other communications to be given or delivered
under or by reason of the provisions of this Agreement will be in writing and will be deemed to
have been given when personally delivered or three business days after being mailed by first
class U.S. mail, return receipt requested, or when receipt is acknowledged, if sent by facsimile,
. telecopy or other electronic transmission device. Notices, demands and communications to

Buyer and Seller will, unless another address is specified in writing, be sent to the address
indicated below:

Notices to Buyer: With a copy to:

Prime Healthcare Systems, LLC Marshack Shuiman Hodges & Bastian LLP
16850 Bear Valley Road Attn: Michael] J. Petersen

Victorville CA 92392 26632 Towne Centre Drive, Suite 300
Attention: Roger Krissman .. Foothill Ranch, CA 92610

Fax 760-242-8220 Fax: (949) 340-3000

NoticesA to Seller: With a copy to:

Veritas Health Services, Inc. Daniel H. Reiss, Esq.

Chino Valley Medical Center Partner ‘ _

5451 Walnut Avenue _ Levene, Neale, Bender, Rankin & Brill LLP
Chino, CA 91710 1801 Avenue of the Stars, Suite 112

Los Angeles, CA 90067

Fax;
Fax: (310) 229-1244

9.6  Assignment. This Agreement and all of the provisions hereof will be binding
upon and inure to the benefit of the parties hereto and their respective successors and permitted
assigns, except that neither this Agreement nor any of the rights, interests or obligations
hereunder may be assigned by either party hereto without the prior written consent of the other
party hereto. In the event that a chapter 11 trustee or post-confirmation liquidating trustee should
be appointed for Seller, or in the event that Seller’s chapter 11 case should be converted to a case
under chapter 7 of the Bankruptcy Code, the obligations of Seller hereunder shall be binding
upon such trustee or liquidating trustee or other post-confirmation entity or successor chapter 7
€state,

9.7  Severability. Whenever possible, each provision of this Agreement will be
interpreted in such manner as to be effective and valid under applicable law, but if any provision
of this Agreement is held to be prohibited by or invalid under applicable law, such provision will
be ineffective only to the extent of such prohibition or invalidity, without invalidating the
remainder of such provision or the remaining provisions of this Agreement,
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9.8  Complete Agreement. This Agreement and the Exhibits, Schedules including the
Disclosure Schedule hereto and the other documents referred to herein contain the complete
agreement between the parties and supersede any prior understandings, agreements or
representations by or between the parties, written or oral, which may have related to the subject

matter hereof in any way.

9.9  Counterparts. This Agreement may be executed in one or more counterparts, any
one of which need not contain the signatures of more than one party, but all such counterparts
taken together will constitute one and the same instrument.

9.10 Governing Law, The internal law, without regard to conflicts of laws principles,

of the State of California will govern all questions concerning the construction, validity and.
interpretation of this Agreement and the performance of the obligations imposed by this
Agreement, except for those issues which are governed by titie 11 of the United States Code,
which law shall govern. ,

9.11 Jurisdiction. Any suit, action or proceeding between the parties hereto relating to
this Agreement or to any agreement, document or instrument delivered pursuant hereto or in
connection with the transactions contemplated hereby, or in any other manner arising out of or
relating to the transactions contemplated by or referenced in this Agreement shall be commenced
and maintained exclusively in the Bankruptcy Court. The parties hereto submit themselves
unconditionally and irrevocably to the personal jurisdiction of such court, whether or not Seller’s
bankruptey case remains open. )

SIGNATURES ON FOLLOWING PAGE
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the
day and year first above written. .

Prime Healthcare Systems, LLC.

By: :
Name:
Title:

Veritas Health Services, Inc.

By:
Name:
Title:
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APA Schedules and Exhibits

-Exhibit A — Further description of Emanue] Lutheran Church parking lot

Exhibit AA ~ Bid Procedures Schedule 1.1 Permitted Liens

Schedule 1.1(a) — Equipment and Machinery (Owned and Leased)

Schedule 1.1(b) — Leases, Equipment Leases, Other Leases, Contracts and Agreements
Schedule 1.2 ~ Excluded Assets and Agreements

Exhibit B — Purchase Price Allocation

S_chedule 3.2 — Closing Documents

Disclosure Schedule

Schedule 6.3(2) - Assigﬁinent and Assumption of Real Property Leases

Schedule é_.B(B) — Assignment and Assumption of Eciuipment Leaées
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Exhibit A |
Lease dated April 7, 2001 by Kasirer Family Holdings #4 LLC (Lessor) and Veritas Health

Services Inc. (Lessee) for the property located at 5451 Walnut Avenue, Chino CA, as amended
by Amendment #1 dated August 29,2002 and as modified by the Side Letters dated August 15,

2001 and September 20, 2001 (which clarifies the early Side Letter)

Restated and Amended Lease Agreement (Parking Lot) dated March __, 2001 by Immanuel
Lutheran Church (“Lessor”) and Chino Community Hospital Corporation, Inc.
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Bid Procedures

1. Competing offers to acquire the Chino Valley Medical Center Assets shall (i)
be submitted in writing to Seller and Buyer and their respective counsel on or before 4:00
pm. P.S.T. three (3) Court days prior to the sale hearing, (i) provide’a purchase price to be
paid to Debtor that exceeds the Purchase Price herein by at least the sum of the Break-up
Fee and a $50,000 overbid; (ii) remain open until the conclusion of the Sale Hearing (as
defined below); (iii) contain terms and conditions no less favorable to Seller than the terms
and conditions of the Purchase Agreement; (iv) be accompanied by admissible evidence
establishing the bidder’s good faith, within the meaning of Section 363(m) of the
Bankruptey Code, and financial ability to complete the transaction, or be prepared to present
such evidence through documents or live testimony at the Sale Hearing; (v) be accompanied
by a cashier’s check made payable to the order of Seller in an amount equal to the Break Up
Fee approved by prior order of the Bankruptcy Court, or the sum of $250,000, whichever is
greater (the “Overbidder’s Deposit”), and further provide that (A) if the Bankruptey Court
approves a sale of the Chino Valley Medical Center Assets to that bidder, Seller may retain
the Overbidder’s Deposit as a non-refundable deposit for application against the actual
purchase price at the closing of the transaction, and (B) if the Bankruptcy Court does not
approve a sale of the Chino Valley Medical Center Assets to that bidder, Seller will
promptly return the Overbidder’s Deposit to Overbidder; and (vi) contain a proposed closing
date that is not later than the Closing Date hereunder, unless agreed otherwise by Seller.

2. If any bidders have submitted a qualifying competing bid in accordance with
(a) (above) hereof (each such bid, a “Qualified Bid”), then a public auction of the Chino
Valley Medical Center Assets (the “Auction™) shall be at the United States Bankruptcy
" Court, Central District of California, located at 3420 Twelfth Street Riverside, California

92501, The Auction shall be governed by the following procedures:

i oal bidders shall be deemed to have consented to the core jurisdiction
of the Bankruptcy Court and to have waived any right to jury trial in connection with
any disputes relating to the Auction or the sale of the Chino Valley Medical Center
Assets ;

i, bidding will commence at the amount of the highest Qualified Bid;

iii. each subsequent bid shall be in increments of no less than $50,000;

iv.  For Buyer, the'Brea.k—up Fee shall be taken into account as a credit in
the bidding process;

v. the Debtor may, with Bankruptcy Court approval, elect to deem any

final bid to be the highest bid, notwithstanding the receipt of an apparently higher bid
from another bidder.
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3. The Breakup Fee is appfoved and shall be paid to Buyer upon three (3) business

days after Closing of the sale of the Chino Valley Medical Center Assets to a party other than
Bugyer, and; : '

- 4, Payment of the Breakup Fee shall have a Super-prion'ty status over any and

all administrative expenses, including, without limitation, the kind specified in sections

S03(b) and 507(b) of the Bankruptcy Code; provided, however, the Breakup Fee shall be
junior in priority to any fees due and payable to the Office of the United States Trustee;

5. "No other bidder for Debtor's assets shall be entitled fo payment of any
breakup fee;

6. Any entity that fails to submit a timely, conforming Qualified Bid, as set
forth above, shall be disqualified from bidding for the Chino Valley Medical Center Assets
at the Sale Hearing; and if no timely, conforming Qualified Bid is submitted, Debtor shall

request at the Sale Hearing that the Court approve the proposed sale of the Chino Valley
Medical Center Assets to Buyer under the Purchase Agreement. :

65

25




Schedule 1.1
~ Permitted Liens

None
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Schedule 1.1(a)
Equipment and Machinery
OWNED
None

LEASED

None (except for the Meditech Equipment Lease which shall be governed by 1.5 of the
Agreement)
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Schedule 1.1(b)

Leases, Equipment Leases, Other Leases, Liceﬁses, Contracts and Agreements

Real Property Leases
“Real Property Leases” as defined in the Agreement and identified i in Exhibit A hereof

Equipment Leases
- None

Other Leases
None
Licenses
None other than governmenta! licenses
Contracts
None
Agreements

None
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Schedule 1.2

Excluded Assets and Agreements

CASH, CASH EQUIVALENTS, RECEIVABLES, AVOIDANCE ACTIONS

. The so-called “Co-generationn Agreement” with Western Energy Marketers, LLC. Dated
September ___ 2002
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~ Exhibit B

Purchase Price Allocation
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Schedule 3.2
Closing Documents
Bill of Sale |
Assignment of Real Property Leases
Assignment of Equipment Leases

Assignment of Contracts, Agreements and Licenses
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Disclosure Schedule
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Schedule 6.3 (2)

Assignment and Assumption of
Real Property Leases
(“Assignment”)
THIS ASSIGNMENT is made and entered into on this | day of , 2004, by
and between ‘ y &
("Assignorf"), and ,a ("Assignee").
WITNESSETH

WHERBAS Assxgnor as seller, and Assignee, as buyer entered into that certain Asset Purchase
Agreement dated September ___, 2004 (the “APA™);

WHEREAS, the APA provides, in part, that Assignor shall assign all of its right, title and interest
in and to the leases (including without limitation all security deposits) set forth on Exhibit A to

Assignment attached hereto;

: NOW, THEREFORE, for good and valuable conmderatmn, the receipt and sufficiency of
which are hereby acknowledged, it’is hereby agreed as follows:

1. - Assignor hereby assigns to Assignee all of its rlght title and interest in and to the
leases (including, without limitation the nght to receive the return of any and all security

deposits).

2. Assignee hereby assumes the obligations under the assigned leases as of the
Closing Date as defined in the APA.
3 This Agreement shall be binding on and inure to the benefit of the Parties hereto,

their heirs, executors, administrators, successors in interest and assigns.

4, This document may be executed in two or mote counterparts, each of which shall
be deemed an original but all of which taken together shall constitute one and the same

instrument.

Signatures on Following Page
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IN WITNESS WHEREOF, the Parties have caused these presents to be executed on the
day and year first above written.

"ASSIGNOR":

, 8
By:
Its:
"ASSIGNEE":
, 8
. By:
Its:

34

74




In re Veritas IU-: Services, Inc. d/b/a Chino Valley,

U.S8.B.C. Case No. 04- 11158-M.J

SCHEDULE OF ALLEGED SECURED CREDITORS

ical Center

Name of Creditor-

Amount of
Alleged Claim

Disputed?

Basis for Dispute

Undisputed
Amount of
Secured Claim

Suﬁ Capltal Healthcare,
Inc.

$12,441,455.51

NO

$ 12,441,455.51

McKesson Caphital
Corporation

$ 58,157.85

YES

Flled UCC-1 Statement based
onh an equipment lease,
McKesson's security interest Is
limited only to the leased
equipment. The Debtor
disputes that McKesson has
any security interest in the
assetfs to he sold,

N/A

Allegiance Healthcare
Corporation

$  93,531.81

YES

Filed UCC-1 Statement based
on an equipment lease, AHC's
security interest is limited only
to the leased equipment. The
Debtor disputes that AHC has
any security interest in the
assets to be sold.

N/A

Kasirer Family Holdings
#4, LLC

Unknown

YES

The Debtor has no record of
any security agreement or
other document that would
evidence a secured claim.
This claim will be paid, or
otherwise released, in
connection with the
assumption of the Debtor's
real property lease.

N/A

GE Healthcare Financial
Services

$  536,984.00

YES

Filed UCC-1 Statement based
on various equipment leases.
GE's securlty interest Is limited
only to the leased equipment.
The Debtor disputes that GE
has any security Interest in the
assets to be sold.

N/A
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In re Veritas K_sh Services, Inc. d/b/a Chino Valie

U.S.B.C. Case No. 04-11158-MJ

SCHEDULE OF ALLEGED SECURED CREDITORS

Udica! Center

Name of Creditor

Amount of
Alleged Claim

Disputed?

Basls for Dispute

Undisputed
Amount of
Secured Claim

Fleet Capital Leasing
Healthcare Finance (a
division of Fleet Business
Credit, LLC) -

$

962,102.25

YES

Fited UCC-1 Statement based
on an equipment lease.
Fleet's security interest is
limited only to the leased
equipment. The Debtor
disputes that Fleet has any
securtty interest in the assets
to be sold.

N/A

Dade Behring Financial
Services

$

70,183.36

YES

Flled UCC-1 Statement based
on an equipment lease. Dade
Behring's security Interest Is
limited only to the leased
equipment. The Debtor
disputes that Dade Behring
has any security interest in the
assets to be sold.

N/A

Captech Funding
Corporation

Unknown

YES

Filed UCC-1 Statement based
on an equipment lease.
Captech's security interest s
limited only to the leased
equipment. The Debtor
disputes that Captech has any
security Interest in the assets
to be sold.

N/A

County of San
Bernardino Tax Collector

$

145,105.31

This claim has been paid in
full,

N/A

Allied Masonry &
Construction, Inc.

$

74,067.34

YES

Alleged secured claim Is based
on a mechanics' lien against
the Debtor’s leased property.
This claim s part of the clalm
|of All Temperatures Controlled,
Inc. listed above, and will be
paid, or otherwise released, in
connection with the
assumption of the Debtor's
real property lease,

N/A
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In re Veritas Uh Services, Inc. dfbfa Chino Valle

U.8.B.C. Case No. 04-11158-MJ

SCHEDULE OF ALLEGED SECURED CREDITORS

Udical Center

Name of Creditor

Amount of
Alleged Claim

Disputed?

Basis for Dispute

Undisputed
Amount of
Secured Claim

U.S. Power Corporation

Unknown

YES

Alleged secured claim is based
oh a UCC-1 Statement filed on
March 15, 2004, after the
commencement of the
Debtor's bankruptcy case and
in violation of the automatic
stay. Accordingly, the UCC
Financing Statement is void.
Moreover, the Debtor has no
record of any security

that would evidence a secured
claim. .

agreement or other document |-

N/A

Controffed, Inc.

All Temperatures

$157,319.43

YES

on a mechanics' lien against
the Debtor's leased property.
This claim will be paid, or
otherwise reieased, in
connection with the
assumption of the Debtor's
real property lease.

Alleged secured claim is based |

N/A

GKK Corporation

$ 79,218.75

YES

Alleged secured claim Is based
on a mechanics' lien against
the Debtor's leased property.
This claim will be paid, or
otherwise released, in
connection with the
assumption of the Debtor's
real property lease.

L}

N/A

Pepartment of the
Treasury - Internal
Revenue Service

$ 7,417.49

YES

No tax lien has been filed by
the IRS. Alleged secured claim
Is based on the IRS's right to
setoff. Although the Debtor
does not dispute that the IRS
may have a right of setoff
against pre-petition tax
refund(s) owed to the Debtor,

Jthe Debtor disputes that the

IRS has any security Interest in
the assets to be sold.

N/A
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In re Veritas

h Services, Inc. d/b/a Chino Valley;

U.S.B.C. Case No. 04-11158-MJ

SCHEDULE OF ALLEGED SECURED CREDITORS

dical Center

Name of Creditor

Amount of
Alleged Claim

Disputed?

Basls for Dispute

Undisputed
Amount of
Secured Claim

Department of the
Treasury - Internal
Revenue Service

$ 16,140.30

- YES

No tax lien has been filed by
the IRS. Alieged secured claim
is based on the IRS's right to
setoff. Although the Debtor
does not dispute that the IRS
may have a right of setoff
against pre-petition tax
refund(s) owed to the Debtor,
the Debtor disputes that the
IRS has any security interest in
the assets to be sold.

N/A

Chino Community
Hospital Corp.

$ B13,954.41

YES

The Debtor has no record of
any security agreement, UCC
filing statement or other
document that would evidence
a secured claim. The Debtor
disputes the bases for and
amount of CCHC's alleged
claim. Moreover, the Debtor
believes it has claims against
CCHC which would offset any
claim by CCHC,

N/A
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PROOF OF SERVICE
STATE OF CALIFORNIA, COUNTY OF LOS ANGELES

I'am an employee in the Cotinty of Los Angeles, State of California. I am over the age of 18
and am not a party to the within action; my business address is: 1801 Avenue of the Stars, Suite
1120, Los Angeles, California 90067. :

On September 3, 2004, I served the foregoing document(s) described as: _

MOTION BY DEBTOR AND DEBTOR IN POSSESSION TO APPROVE THE SALE OF
SUBSTANTIALLY ALL OF THE DEBTOR’S ASSETS FREE AND CLEAR OF LIENS
AND INTERESTS; MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT
THEREOF; DECLARATIONS OF MAKOTO NAKAYAMA AND DR. PREM REDDY

on the interested parties in this action by placing a true copy thereof enclosed in a sealed

envelope with postage thereon fully prepaid in the United States mail at Los Angeles, California,
addressed as follows: .

SEE ATTACHED SERVICE LIST

X (By:Mail) I caused such envelope with postage thereon, fully prepaid to be placed m the
United States mail. Executed on September 3, 2004 at Los Angeles, California,

i (By Federal Express/Overnight Mail) I caused such envelope to be delivered by Federal

Express (or Express Mail), next business day delivery to the offices of the addressees.
Executed on September __, 2004, at Los Angeles, California.

(By Facsimile) T caused said document to be sent via facsimile to the offices of the
addressee so designated on the attached list. Executed on September __, 2004, at Los
Angeles, California.

By Personal service) I caused such envelope to be delivered by hand to the offices of the
addressee. Executed on September __» 2004 at Los Angeles, California.

(State) I declare under penalty of perjury under the laws of the State of California that the
above is true.and correct.

X (Federal) I declare under penalty of perjury pursuant to the laws of the United States of
America that the foregoing is true and correct. -

Q\%AM

John Berwick




Chino Valley

RSN '
Secured Creditors
Limited Notice List)

Attys for Sun Capital Healthcare (3505-39)
Mary H. Rose, Esq.

Proskauer, Rose

2049 Century Park East, #3200

Los Angeles, CA 90067

counsel for TMGI-Chino, Inc. (3505-42)
iteven S. Karic, Esq./]. Bennett Friedman, Esq

{amburg, Keric, Edwards & Martin LLP
900 Avenue of the Stars, Suite 1800
.05 Angeles, CA 90067-4409

SN - Victor A. Sahn, Esq. (3505-45)
julmeyer Kupetz

i33 S, Hope St., 35th Floor

05 Angeles, CA 90071

“ounsel for Paclficare (3505-48)
varl Block / Jeff Krieger
reenberg, Glusker et al

900 Avenue of the Stars, Ste 2100
.05 Angeles, CA 90067-4590

{asirer Family Holdings #4, LLC (3505-12)
\tt. Robert A. Kasirer

11 North Canon Drive, Suite A

ieverly Hills, CA 90210

ISN-FLEET CAPITAL LEASING (3505-53)
[EALTHCARE FINANCE ‘
ndrew K, Alper, Esq.

randzel, Robins Bloom & Csato

500 Wilshire Blvd., 17th Floor

05 Angeles, CA 90048

.ounsel for Creditors Committee (3505-56)
loward Levine, Esq.

801 Century Park East

uite 2400

os Angeles, CA 90067

.reditors Committee Member (3505-

ames C., Pietsch, President
sterstate Rehab

33 East Glenoaks Boulevard # 204
ilendale, CA 91207

Office of the United States Trusiee (3505-3Q)
3685 Main Street, Suite 300

Riverside, CA 92501

RSN- ATTYS FOR KFH (3505-40)
Joseph A. Eisenberg / David Poitras
Jeffer, Mangels, Butler Marmaro
1500 Ave of the Stars, 7th Floor
Los Angeles, CA 90067

Counsel for ReadyLink (3505-43)
Henry Welles, Esq, ’
Best, Best & Krieger

74760 Highway 111, Ste 200

Indian Wells, CA 92210

Attys for Sun Capital (3505-46)
William M. Vazquez

Ullman Ullman & Vazquez

150 E Palmetto Park Rd., Ste 650
Boca Raton, FL 33432

RSN - Medtronic USA Inc (3505-49)
Bob Zbylicki

3850 Victoria St. North

MS V215

Shoreview, MN 55126

Counsel for Blue Shield of California (3505-51)
Nanette D. Sanders Esq

Snell & Wilmer

1920 Main St., 12th Floor

Irvine, CA 92614

Stryker Orthopaedics {Stryker) (3505-54)
C/o Lori L. Purkey ‘

Miller, Canfield, et al

444 West Michigan Ave

Kalamazoo, MI 49007

Counsel for ReadyLink Healthcare (3505-57)
Todd C Ringstad Esq

2030 Main Street, #1200

Irvine, CA 92614

Creditors Commitice Member
Walter Tang, Vice President
Superior Scientific Inc.

201 South Raymond Avenue
Alhambra, CA 91801-3129

Debtor (3505-1)

Chino Vailey Medical Center
Attn: Gregory Brentano
5353 G Street

Chino, CA 91710

Counsel for GE Healthcare Financial Servs.
Jeffrey Clark, Esq. {3505-41)

Clark & Associates, P.C.
2999 Overland Avenue, Suite 204
Los Angeles, CA 90064-4243

Counsel for ReadyLink (3505-44)
David Newman Esq

Best, Best & Krieger

3750 University Ave

Riverside, CA 92502

Howard B. Koslow (3505-47)
Sun Capital Healthcare

929 Clint Moore Rd

Boca Raton, FL 33487

Counse! for Integrated Support Sves

Simon Aron (3505-50)

Wolf, Rifkin et al

11400 W Olympic Blvd., 9th Floor i
Los Angeles, CA 90064

Afeo Acceptance Corp. (3505-52)
Steven G. Legum, Esq.

Carlucci & Legum, LLP

170 Old Countryt Road

Mineola, NY 11501-4307

Counsel for HCA Info Tech & Svs &
Chino Community Hospital (3505-55)
John Peterson

Bate, Peterson et al

B88 S Figueroa St., 15th Flr

Los Angeles, CA 90017

Bio-Medical Equipment Sve Co
8505 Nash Road -
Louisville, KY 40214

Creditors Committee Member
Bob Zbylicki, Credit Supervisor
Medronics Inc. .

3850 Victoria Street N.

MS V215

Shoreview, MN 55126




L d »

Creditors Committee Member
Rick Merk, CFO

204 11 S.W. Birch Street
Suite 300
Newwport Beach, CA 92660

Counsel for Stryker Medical (3505-54)

Lori L. Purkey, Esq,

Milier, Canfield, Paddock & Stone
444 West Michigan Ave
Kalamazoo, MI 49007

Bayer Health Care

Attry: Shirley Beach, F11,110.2
1884 Miles Avenue

Elkchart, IN 46514

Counsel for McKesson HBOC et al,

Michael B. Reynolds, Esq. (3505-72)
Snell & Wilmer LLP

1920 Main Street, Suits 1200
RVINE, CA 92614-7060

Counsel for County of San Bernardine

viartha E. Romero
Romero Law Fim

7743 So. Painter Ave,, #E
Whittier, CA 90602

-ounsel for Gambro Hezltheare
ichael 8, Winsten Esq

18202 Cebot Rd., Ste 630
aguna Niguel, CA 92677
'hone: 949-429-3400
wx: 5949-429-3500

ficKesson HBOC Capita] Corp, (3505-34)
Post Street

te 2900

an Francisco, CA 94104-5296

leet Capital Leasing Healthcare (3505-3 2)
ealthcare Finance

39 Cherry Hill Rd

arsippany, NI 07054

aptech Funding Corp (3505-33)
Manor Avenue
urlington, MA 01803

Ureditors Committee Member

John Fusco, President
Registry Network, Inc,
1821 South Coast Highway
Oceanside, CA 92054

Counsel for Inmanuel Lutheran Church

Jean Cihigoyenetche, Esq.
Cihigoyenetche, Grossberg Clouse
Virginia Dare Center

8038 Haven Avenue, Suite B

‘Ranche Cucamonga, CA 91730

Mark Schnitzer

Reid & Hellyer

PO Box 1300

3880 Lemon St., 5th Floor
Riverside, CA 92502-1300

Agent for AT&T

AT&T Corp , Judith Archer Esq
1 AT&T Way

3A220

Bedminster, NJ 07921

Counsel for Business Ppties Prinrship
Thornas J Polis, Esq

19900 MacArthur Blvd., #960

Irvine, CA 926 12-8420

CHINO VALLEY MEDICAL CENTER .
SECURED CREDITORS

GE Capital Corp. (3505-58)
Attn: Marty Golden

100 California Street, 10™ Floar
San Francisco, CA 94111

Sun Capital Healthcare Inc (3505-47)
929 Clint Moore Rd
Boca Raton, FL 33487

Counse] for AETNA

J. Susan Greham, Esq.

Epstein Becker & Green

1875 Century Park East, Suite 500
Los Angeles, CA 90067

L-ffE' Creditors Committee Member

Ken E. Levinson, CFO
14558 Sylvan Street
Van Nuys, CA 91411

Arizant Healthcare Inc
10393 W, 70th Street
Eden Prairie, MN 55344

Counsel for Focus Infomatics
Thomas T Truax, Esq.
Kalikow, Kalikow & Truax
330 Loring Ave., Ste 101
SALEM, MA 01970

Neil Herskowitz

Riverside Contracting LLC

PO Box 626, Planetarium Station
New York, NY 10024-0540

Litigation Counse] for Debtor (3505-60)

Thomas A. Pistone/Eric J. Medel, Esq.

Pistone & Wolder, LLP
2020 Main Street, Suite 900
IRVINE, CA 92614-8203

General Electric Company
PO Box 414 W-490
Milwaukee, WT 53201

Dade Behring Financial Svcs (3505-38)

10 Riverview Dr
Danbury, CT 06810

Allegiance Healthcare Corp (3505-37)

1450 Waukegan Rd
McGaw Park, IL 60085
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Counse] for Sunrider orati U u Henry David, Esq,
Andrew K Mauthe Esq Allan H Ickowitz Esq " Alschuler et al
18500 Von Karman Ave., Ste 400 Nossaman Guthner et al 1620 26th St,,
Irvine, CA 92612 445 S. Figueroa St., 31st Floor 4FL N Tower
Los Angeles, CA 90071-1602 - - Santa Monica, CA 90404-4060

Leonard Shulman, Bsq
Marshack Shulman et a]
26632 Towne Centre Dr,, #300
Foothill Ranch, CA 92610
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CHINO VALLEY MEDICAL
CENTER - SECURED
CREDITORS

Kasirer Family Holdings #4 LLC
5i1 N CanonDr., Ste A
Beveriy Hills, CA 90210

Fleet Capital Leasing Healthcare (3505-32)
Healthcare Finance

299 Cherry HillRd

Parsippany, NJ 07054

Captech Funding Corp. ((3505-33)
5 Manor Avenue
3urlington, MA 01803

\'!!{clcesson HBOC Capital Corp. (3505-34)

1 Post Street
Ste 2900
San Francisco, CA 94104-5296

GE Capital Corp. (3505-35)
Attn: Marty Golden

100 California Street, 10® Floor
San Francisco, CA 94111

Sun Capital Healthcare Inc. (3505 36)
929 Clint Moote Rd
Boca Raton, FL 33487

UAllegiancc Healthcare Corp. (3505-37)
1450 Waukegan Rd
McGaw Park, IL 80035

General Electric Company
PO Box 414 W-490
Milwaukee, WI 53201

Dade Behring Financial Sves. (3505-38)
10 Riverview Dr -
Danbury, CT 06810
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Veritas Health Services, Inc. (3505-29)
545 @ Jefferson Avenue

Suite 3
Chino, CA 91710

Attomey Healthcare
10002 Battleview Parkway
Manassas, VA 20109

Emergent Medical Associates
111 N Sepuiveda Blvd

Ste 210

Manhattan Beach, CA 90266

GKX Corporation

400 1 Westerly

Ste 106 )

Newport Beach, CA 92660

fust in Time Staffing
/SO0 E Arapahoe Rd
ite 101

inglewood, CO 80112

Aedtronic Inc

'owered Surgical Solutions
620 N Beach St

‘ort Worth, TX 76137

leadylink

4-489 Town Center Way
419

'alm Desert, CA 92260

uperior Scientific Inc
01 South Raymond Ave
Jhambra, CA 91801-3129

\/HINO VALLEY

20 LARGEST

Baxter Healthcare Corp
1425 Lake Cook Rd
Location Code LC1-2
Deerfield, IL 60015

GE Healthcare Financial
2 Bethesda Metro Center
Ste 600

Bethesda, MD 20814

HCA Information Technélogy
MSC 30225 HCA-1 T&S Inc
2555 Park Plaza

Nashville, TN 37202-0270

Interstate Rehab LLC
333 B Glenoaks Blvd
Ste 204

Glendale, CA 91207

Kasirer Family Holding #4 LLC

611 North Canon Drive
Beverly Hills, CA 90210

Pulverman, Steven MD
5475 Walnut Ave
Chino, CA 91710

Regi-stry Network Inc
1821 South Coast Highway
Oceanside, CA 92054

TMGI Chino Inc
3B01 University Ave
Ste 740

Riverside, CA 92501

u.s. Trustee — Riverside (3505-30)
3685 Main Street
Suite 300
Riverside, CA 92501

EDIX
25 Green Mountain Drive
South Burlington, VT 05403-7824

Genetic Disease Branch

Dept Health Svcs - Acetg Unit NBS
Box 186, 2163 Mecker Ave
Richmond, CA 94804-6410

HRN Services Inc. (3505-31)
8383 Wilshire Blvd

Ste 258

Beverly Hills, CA 9021!

Medical Help Inc

Inland Empire Branch
11681 Sterling Ave, Ste ]
Riverside, CA

Quest Diagnostics Inc
Billing Dept

4230 Burnham Ave
Las Vegas, NV 89119

Social MR Site Management Inc
Chino Valley MRI
1037 N Grand Ave
Covina, CA 91724
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Veritas Health Services, Inc.
dba Chino Valley Medical Center
Landlords

Kesirer Family Holdings #4, LLC
Attra: Robert A, Kasirer

611 North Cenon Drive, Suite A
Beverly Hills, CA 90210

Lawr Offices of Thomas P. Aplin
Attry: Thomas P. Aphin, Esq.
535 Anton Blvd., Suite 1150
Costa Mesa, CA 92626

Counsel for Immanuel Lutheran Church

Jean Cihigoyenetche
Cihigoyenetche, Grossberg & Clouse
8038 Haven Avenue, Suite B
Ranche Cucamonga, CA 91730

Jeffer, Mangels, Butler & Marmaro LLP
Attn: Joseph A. Eisenberg, Bsq.

David M. Poitras, Esq,

1900 Avenue of the Stars, 7% Floor

Los Angeles, CA 90067-4308

Irnmanuel Lutheran Church
Aftn: Rev. Robert P. Den Quden
5648 Jefferson Avenue

Chino, CA 91710

Mark Schnitzer

Reid & Hellyer

PO Box 1300

3880 Lemon St., 5th Floor
Riverside, CA 92502-1300

Business Properties Partnership No. 27
Attn: Lester C. Smull, Trustes

17631 Fitch

Irvine, CA 92614

J.G.J. Joint Venture #1
c/o George Borba -
7955 Eucalyptus Avenue
Chino, CA 91710




