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HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, September 27, 2000
HEVH Board Room - 7:15 a.m.

AGENDA

l. CALL TO ORDER Robert Gordon

. APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
July 19, 2000 Board of Directors Meeting

Il. PRESIDENT’S REPORT Jim Maki
A, HEVH Transition

B. 2000/2001 DSH Preliminary Qualification
C. Seismic Study

IV. MEDICAL STAFF REPORT ** ACTION ITEM Marc Domaguing, M.D.
V. FINANCE REPORT ** ACTION ITEM Cindy Trousdale
A. Finance/Corporate Compliance Committee Meetings

Of August 22, 2000 and September 26,2000
** B. Financial Statement — Eight Months Ended August 31, 2000

VI. PERFORMANCE IMPROVEMENT REPORT ** ACTION ITEM
** A. Quality Council Report
** B. Patient Satisfaction Survey Summary Report
** C. Environment of Care Report — 2™ Quarter 2000
**D. Risk Management Report
Vil. OTHER BUSINESS

Vill. ADJOURNMENT

NEXT SCHEDULED MEETING:

WEDNESDAY, NOVEMBER 15, 2000 - 7:15 A.M. - HEVH BOARD ROOM

C/AGENDABOARD 092700 DRAFT
/NVK, 090600



Excerpts from July 19, 2000 Board of Directors meeting minutes

B. HEVH Transition

Mr. Maki reported that 20 companies have approached Shattuck Hammond
regarding an interest in purchasing HEVH, seven of which have requested
Confidentiality Agreements; 6 of which were returned to Shattuck Hammond.
Medical Pathways has expressed a strong interest. Citrus Valley Healthcare
Partners have had a site visit of HEVH, but are not interested in proceeding with
a purchase. The goal is that by July 20, 2000, any interested party would
present an offer to Shattuck Hammond. If Medical Pathways purchases HEVH,
they intend to run all capitation through the hospital, and the IPA takes the risk.
There are 23,000 lives in Medical Pathways' IPA, East Valley Select.

SCHS will consider all options including total shut-down costs, maintaining
ownership and creating a deal with Medical Pathways. It was noted that while
closure of the hospital is an option, it would be very expensive to do so.

Mr. Carmack stated that all parties that have shown an interest in possible
purchase of HEVH have been diligently pursued via personal phone
conversations by Shattuck Hammond. It will be difficult for SCHS to fund HEVH

beyond this year.



HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, November 15, 2000
HEVH Board Room - 7:156 a.m.

AGENDA
I CALL TO ORDER Robert Gordon
i APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
September 27, 2000 Board of Directors Meeting
(. CHAIRMAN'S REPORT Robert Gordon
A Appointment of Nominating Committee
B. Review of Bylaws
V. PRESIDENT'S REPORT Jim Maki
A HEVH Transition
B. Governing Board Self Evaluations
C. Mission/Vision/Values Statements — Annual Review
V. MEDICAL STAFF REPORT ** ACTION ITEM Marc Domaguing, M.D.
VI FINANCE REPORT ** ACTION ITEM Jim Maki
**A Finance/Corporate Compliance Committee Meetings

Minutes of September 26, 2000

“*B. Financial Statement — Ten months Ended October 31. 2000
VI PERFORMANCE IMPROVEMENT REPORT ** ACTION ITEM John Zimmerman
A Patient Satisfaction Survey Report
B Risk Management Report
= C. Environment of Care Report, 3 Quarter 2000
D. Evaluation of Services provided by Horizon
E. Report on Heart Attacks Outcomes, 1994-1996
F. Hospital Plan for Provision of Care — Annual Review
G. Hospital Performance Improvement Plan — Annual Review
VI EDUCATION/ORIENTATION Jim Maki

IX OTHER BUSINESS
A Schedule of meetings 2001

X. ADJOURNMENT

NEXT SCHEDULED MEETING
WEDNESDAY, JANUARY 24, 2001 — 7:15 A.M. - HEVH BOARD ROOM




Excerpts from September 27, 2000 Board of Directors meeting minutes
lil. PRESIDENT'S REPORT
A. HEVH Transition

Mr. Maki reported a very positive meeting with the SCHS Board of Directors
yesterday. At the present time SCHS is not considering closing the hospital as
an option. Negotiations continue with approximately six prospective buyers, but
we are still waiting for a reasonable offer. The SCHS Board would like to sell to
someone who will be community focused and continue to operate as an acute
care hospital. In the meantime, efforts continue to find ways to make the
hospital more profitable.

Mr. Caswell mentioned that we should consider the long-term commitment of
the medical staff.

Dr. Sahhar also agrees and feels that a meeting needs to take place with the
medical staff to reassure them that everything is being done in the best interest
of the hospital, the medical staff and the community.



HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, January 24, 2001
HEVH Board Room - 7:15 a.m.

AGENDA
I CALL TO ORDER Robert Gordon
IL. APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
November 15, 2000 Board of Directors Meeting
IH. CHAIRMAN'S REPORT Robert Gordon
A Election of Board Members by the Nominating Committee
Iv. PRESIDENT'S REPORT Jim Maki
A HEVH Transition
V. MEDICAL STAFF REPORT ** ACTION ITEM Marc Domaguing, M.D.
V1. FINANCE REPORT ** ACTION ITEM Jim Maki
**A. Finance/Corporate Compliance Committee Meetings
Minutes of October 24, 2000 and November 14, 2000
** B. Financial Statements — Twelve months Ended December 31, 2000
(Not available until the day of the meeting)
VII. PERFORMANCE IMPROVEMENT REPORT ** ACTION ITEM John Zimmerman
A Quality Council Report
** B. Patient Satisfaction Survey Report
**C. Risk Management Report
**D. Environment of Care Report, 4th Quarter 2000
™ E. Annual Employee Health Report
F. Conflict of Interest
G. Critical Incident Review
VIll. EDUCATION/ORIENTATION Jim Maki

IX. OTHER BUSINESS

X. ADJOURNMENT

NEXT SCHEDULED MEETING
WEDNESDAY, MARCH 28, 2001 — 7:15 A.M. - HEVH BOARD ROOM




Iv.

Excerpts from November 15, 2000 Board of Directors meeting minutes

A.

PRESIDENT'S REPORT

HEVH Transition

Mr. Maki thanked everyone who participated in the interviews conducted by the
Camden Group. The sales agreement has not been signed yet. The appraisal
took longer than anticipated. The Mardel Group is working on getting their
financing in order and the sales agreement should be signed within the next
couple of weeks. They are also looking to sign an interim management
agreement with SCHS while the sale is going through. The census has held at
an average of 46-47 this month.



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
April 28, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, April 28, 2000 in the Board Room of Methodist Hospital, 300 West
Huntington Drive, Arcadia, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Leonard M. Marangi
Arme Kalm Lois S. Matthews
John F. Kooken Francis X. McCormack

Craig D. Lucas
EXCUSED:

Gleeson “Tige” Payne
Robert S. Rollo

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack Dennis M. Lee
William Caswell James Maki
Robert Gordon, Sr. Cindy Trousdale

Chairman McCormack called the meeting to order at 7:35 a.m.
MINUTES

The minutes of the Board of Directors meeting of March 31, 2000 were reviewed. Mr. Carmack
recommended a change to the summary under “SCHS Audit” on page four. His suggested
change was to clarify that Kathy Schneider was not actually performing the audit but will be
leading and organizing the effort.

There was also a question raised about the amount of the HEV Capital Budget that would need to
be approved by the SCHS Finance Committee. Discussion of this was deferred to later in the
meeting.
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It was moved, seconded and carried to approve the minutes of the March 31, 2000 meeting
with the above modification.

CHAIRMAN’S REPORT

Ratify Actions Taken by Board at March 31, 2000 meeting

Mr. McCormack requested that the Board ratify the actions taken by the Board at the March 31,
2000 meeting since there was not a quorum.

It was moved, seconded and carried to ratify the actions taken by the SCHS Board at its
March 31, 2000 meeting.

SCHS Strategic Planning Ad Hoc Committee

Mr. McCormack gave a brief summary of the most recent meeting of the SCHS Strategic
Planning Ad Hoc Committee. At that meeting the committee heard a presentation from Mr.
Michael Madden, CEO, Providence St. Joseph’s Hospital in Burbank. There may be another
meeting of this committee in May to continue their discussions.

PRESIDENT’S REPORT

SCHS Activities Update/Status

Mr. Ralph indicated that both Methodist Hospital and Huntington Memorial Hospital are
performing better than their budgets through the first quarter of this fiscal year. Operations
redesign efforts continue at both facilities. The Joint Commission on Accreditation of
Healthcare Organizations will be surveying both Huntington and Methodist in August and
September of this year.

Huntington East Valley Proposals

Mr. Ralph summarized the proposals that had been received from three consultants that would
assist us in developing a strategic direction for Huntington East Valley Hospital. The companies
were Shattuck Hammond Partners, Cain Brothers and Deloitte & Touche. These companies
were interviewed by Mr. Ralph, Mr. Carmack, Mr. Caswell and Mr. Maki. It is the
recommendation that we retain Shattuck Hammond Partners. They are the most qualified
company to help us in this very important project.

In response to a question, it was indicated that the direction that Huntington East Valley Hospital
would take would likely involve a name change. It was mentioned that the transaction time
frame would be from three to six months. There was also discussion about the cost of a fairness
opinion. Mr. Ralph will clarify this with Shattuck Hammond. Mr. Gordon expressed a concern
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with respect to Citrus Valley Health Partners as a potential partner. Mr. McCormack mentioned
that he has looked at the contract and has several suggestions to make and would do so at a
subsequent time with Mr. Ralph.

It was moved, seconded and carried to approve retaining Shattuck Hammond Partners in
concept, subject to Mr. McCormack’s review of the contract.

FINANCE COMMITTEE

HEVH Cash Flow

Mr. Maki gave a summary of Huntington East Valley’s cash position after the first quarter of this
year. They are faced with the likelihood of needing approximately $1.4 million dollars in cash to
pay claims from 1999 under their capitated agreements. There was also approximately $540,000
in cash that is needed to pay down obligations in their accounts payable. The request is for a
cash call of $1,940,000 of which 2/3 would be provided by Huntington Memorial Hospital and
1/3 by Methodist Hospital of Southern California. Mr. Maki pointed out that the estimated
IBNR obligation for the full year is $2.1 million dollars of which approximately $700,000 would
be paid to Huntington Memorial and Methodist Hospital. Mr. Maki indicated that they are
continuing to look at ways of reducing their operating expenses. The total cash needs for the
entire year are anticipated to be approximately $3.7 million dollars. The balance of these cash
needs would be reviewed at a future date.

There were questions raised about the “due to affiliates” line items in the balance sheet.
Information was given and the amounts that appear in these categories were clarified. In
response to a question as to how this cash call will be implemented, it was agreed that this should
be an inter-company advance and/or equity transfer from the hospitals to SCHS.

It was moved, seconded and carried to approve a capital call to Huntington Memorial and
Methodist Hospital in the amount of $1,940,000.

SoCal Clini Lab Update

Mr. Carmack gave a brief update on Southern California Clini Lab dissolution. We are
finalizing the remaining transactions. A request has been made to Community Bank to extend
the term of their loan for one to two years under current terms. It is anticipated that there will
not be any difficulty with this request. The other main issue relates to the costs associated with
moving the core lab back to Huntington Memorial Hospital. The total cost of this move is
estimated at approximately $2.25 million. We are analyzing which portion of this cost should be
allocated to SCCL as a function of the dissolution.
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Managed Care Update

Mr. Caswell gave an update on various subjects under managed care. Medical Pathways is still
processing claims for APPA. We are still conducting a 100% audit on all approved claims. We
are also working with the hospitals to get all of their claims processed so that we can have a final
reconciliation of the APPA dissolution. Mr. Caswell also informed the Board that the capitated
contracts under the old HPG physician organization have been terminated. To date there have
been no noticeable movement of patients as a result. We are also moving forward on terminating
the capitated agreements through Medical Pathways. Most of these capitated contracts should
terminate by July 2000 with the exception of PacifiCare, AEtna and Blue Cross. Mr. Caswell is
meeting with these organizations to negotiate termination of those capitated agreements.

SCHS Corporate Financials

Mr. Caswell briefly reviewed the performance of the SCHS actual to budget financials. There
are no significant variances from the budget. Cash balances are appropriate to handle monthly
expenses. He mentioned that the resolution to the master lease on the Berger building appears to
be approximately $14,000 over what was budgeted. Mr. Marangi recommended that we obtain a
release from Pacific Clinics in the event that they were to default on their lease payments in the
future.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:05 a.m. The next meeting of the
Board will be held on May 26, 2000 at 7:30 a.m. at Huntington Memorial Hospital.

Respe.{;tfully submitted}

v /l
", -/“'7—-\
S~

Craig D. Lucaz
Secretary



Southern California & Healthcare Systems

MEMORANDUM

TO: SCHS Finance Committee
John F. Kooken, Chairman
Arne Kalm
Leonard Marangi

FROM: Stemh/

DATE: April 18, 2000

As was decided at the January SCHS Board meeting, we have been pursuing the overall
strategy around Huntington East Valley Hospital. To that end I wanted to update you on
where we are, as well as have you review the attached proposals we received from three
appropriate firms to assist us in this transaction.

First, as I believe we concluded in January, our strategic direction is to continue to look
for ways of divesting ourselves of Huntington East Valley as soon as possible. On the
short term, we are continuing to look at how we can effectively manage East Valley
while minimizing the amount of cash necessary from the other two hospitals to support it.
However, given the operating losses that we anticipate for 2000, as well as Huntington
East Valley’s IBNR of approximately $2 million that is on their books, it is clear that an
infusion of cash will be necessary for the hospital.

[ have met with representatives of Citrus Valley Health Partners, Tenet Healthcare and
the County of Los Angeles as it relates to their interests in Huntington East Valley. This
was obviously exploratory only and no details and/or aspects of any transaction were
discussed. In my meetings with Pete Makowski of Citrus Valley Health Partners, he
indicated a strong interest in Huntington East Valley, particularly from a market share
perspective as it relates to Foothill Presbyterian. In conversations with Tenet, they, too,
express some interest in East Valley, also from a market perspective as it relates to San
Dimas Community Hospital, which is a facility that they own.

Finally, we have had a couple sessions with the County, but this may go nowhere, mostly
because the County is still unsure as to what they are going to do with respect to
replacement of the downtown County facility, whether or not they are going to move
forward with the Baldwin Park facility and, to be quite honest, the political climate would
make this a long shot. Nevertheless, we will keep all of our options open.
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To that end, myself, along with Tim Carmack, Bill Caswell and Jim Maki, have
interviewed three consultants/advisors who we could retain to assist us in this overall
transaction. Two of them tend to be more of the investment banker/merger and
acquisition type in the healthcare business while the third, Deloitte, is more ofa
consultant. I believe it is critical that we retain one of these groups to help us with this
transaction. This will be a critical and time-consuming effort and we need the talent not
only to make it happen, but to generate as much value for us as soon as possible.

Following our review of their proposals as well as the interviews, our recommendation is
to retain Shattuck Hammond Partners. Michael Hammond, who is well known to many
of us, as well as to Citrus Valley and Tenet, has considerable experience in this particular
market and is certainly familiar with the San Gabriel Valley, having put together the
Foothill/Citrus Valley deal, as well as other Tenet activities in the Greater Los Angeles
area. While I recognize the overall fee for his firm may be a little more expensive, I think
what we wind up with is a much better outcome. Our second choice would be Cain
Brothers and Steve Hollis, with whom some of your are familiar. I think Steve, too,
knows this market and is certainly familiar with Huntington East Valley, having done the
original Glencomm/SCHS transaction. I do believe, however, that he 1s not as
sophisticated in terms of knowing Tenet and some of the other players.

Finally, we did not feel that Deloitte brought the kind of knowledge or approach that we
are looking for. They were looking for more of a consulting engagement and do not
bring the experience of what we are looking for in terms of a divestiture of the
organization.

I would like to make a decision as soon as possible in terms of who to retain and get on
with this process. The market for acute hospitals is not very good, so the sooner we can

get on with it, the better off we will be.

Please review these proposals and let me know your thoughts.

Encls.
cc: Francis X. McCormack
Tim Carmack
Dennis Lee
James Maki
Bill Caswell

saf\du\h:admin_snowwhite\schs\board\finance.cmte



MINUTES

BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS

June 30, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, June 30, 2000 in the Board Room of Huntington Memorial Hospital, 100
West California Boulevard, Pasadena, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble
Ame Kalm
John F. Kooken

EXCUSED:

Lois S. Matthews
Gleeson “Tige” Payne

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:

Tim Carmack
William Caswell
Dennis M. Lee

Craig D. Lucas
Leonard M. Marangi
Francis X. McCormack

James Maki
Cecilia Montalvo
Dodie Ulrich

Chairman McCormack called the meeting to order at 7:40 a.m.

MINUTES

The minutes of the Board of Directors meeting of April 28, 2000 were approved.

Mr. Ralph welcomed and introduced Cecilia Montalvo from Shattuck Hammond Partners and
Kathy Schneider, Director of Finance at Huntington Memorial Hospital.

CHAIRMAN’S REPORT

Methodist Leadership Retreat

The Chairman requested Mr. Kalm to report on the recent Methodist Hospital Board retreat held

in Newport Beach.
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Mr. Kalm noted that this was an annual event for the Methodist Board, executive management
and certain members of the Medical Staff. The two speakers this year were Don Wegmiller, a
consultant, and Tom Priselac, CEO of Cedars-Sinat Medical Center. The presentations focused
on the pros and cons of hospital systems. Sunday moming the discussions were around the
importance of culture and focused on some of differences between Huntington and Methodist,
the importance of involving physicians in any changes being made, and the need to articulate the
added value of any proposed changes. One of the things emphasized at the session was that
“execution” was more important than strategy. Mr. Kalm also reported that there were positive
comments from medical staff and indications were that there may be some form of action taken
to explore new ways of cooperation between Huntington and Methodist and other things the
System could do together, e.g., joint planning, marketing, etc.

PRESIDENT’S REPORT

Strategic Planning/ Business Development

Mr. Ralph indicated that the way the System had functioned would not be the approach going
forward, and that we would focus on the hospitals and hospital-related services, meeting the
needs of our local communities, etc. Although both Huntington and Methodist are heavily
engaged in redesign efforts/cost cutting, it was agreed that it is time to look toward the future and
to explore opportunities for how the two hospitals can work closer together and add value. This
may be through market share growth, better collaboration in areas like human resources, finance,
materials management, and certainly around clinical programs. He indicated we have been
reviewing our strategic plans and opportunities for business development and marketing. He has
asked Dennis Lee to head up a task force that will be exploring ways Huntington and Methodist
can collaborate in the planning and business development areas. Initially, William Caswell and
Kelly Linden will serve on this committee with Mr. Lee, with the group being expanded to
include others as appropriate. Mr. Ralph emphasized the need to look at ways of jointly pursuing
business development and marketing, which hopefully may lead to the alignment of some of our
clinical programs and institutions.

M. Lee reiterated the matter of “execution” and the need to set up a process which will better
execute our strategies to obtain the maximum benefit. Discussion followed regarding affiliation/
merger options.

Huntington East Valley Hospital (HEVH) Update

Mr. Maki advised that the HEVH transition team had been meeting and an impact study is being
prepared and a time frame being set. He added that they will continue to work with the Attorney
General’s office during the entire process.
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Ms. Montalvo reviewed the Shattuck Hammond management presentation packet, copies of
which previously had been sent to the Board members. She indicated that this material had been
sent to seven different organizations that were possibly interested in purchasing the hospital and
that her company had spoken with twenty different companies. She pointed out that some of
potential buyers were not interested in smaller urban hospitals. She commented briefly on the
organizations that had indicated an interest, and added that the final date for receiving proposals
had been extended until July 20. Once the proposals have been reviewed, they will be weighed
against the cost of maintaining the operation versus closing down the hospital. Discussion
followed regarding the various potential buyer, the hospital’s cash flow, present liabilities and
the comparison between selling the hospital or closing it.

It was pointed out that since the System has advanced between $4-5 million to HEVH, which is
not collectible, both Methodist and Huntington will have to write down this amount sometime in
the near future. Mr. Ralph suggested waiting to do any accounting adjustments since more
complete financial information will be available by the end of July. Mr. Maki reminded the
group that the $1.7 million loss in 1999 was due to the excessive claims paid on the hospital’s
capitated business. Since the hospital is withdrawing from all capitation and moving back to per
diem rates, he felt 2001 would be considerably better financially for the hospital. Discussion
followed regarding the ability to tum HEVH into profitable entity. Mr. Marangi noted that in
2001 a positive cash flow of $1 million was projected and this should be a consideration in the
final decision regarding the hospital’s future.

FINANCE COMMITTEE

SoCal Clini Lab

Mr. Carmack reviewed the financial analysis and final accounting for the laboratory, copies of
which had been sent to the Directors. He commented on the intercompany payables and
receivables, the effect of the outreach sale on the balance sheet, the Huntington, Methodist and
Huntington East Valley equity balances as of May 31, 2000 and the pro forma equity balances
with the effect of forgiving the SCHS and HEVH intercompany debt. He then discussed the
possibility of selling the laboratory building and indicated he had received an “over-the-phone”
informal appraisal of approximately $6.5 million, which included the land and building. The
matter of the write-offs was raised and, following a brief discussion, it was determined it would
be best to postpone the write-offs until after the final report had been prepared, which would
probably be the latter part of July.

Managed Care Update

Mr. Caswell stated that the legal documents have been drafted regarding the dissolution of APPA
and the legal process was proceeding towards resolution by year end. He added that the
$500,000 from the recently approved capital call for the payment of APPA claims was being
held in abeyance subject to claims processing.
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Mr. Caswell then reviewed a handout of three graphs. The first illustrated the SCHS cap
“disenrollment timeline” for APPA, HPG and AHC with the various health plans. He then
reviewed “pie charts” on the managed care service mix and payor mix for both Huntington and
Methodist. Also, he informed the Board that the capitated contract with PacifiCare had
terminated as of June 1, although there are still several unresolved issues. He pointed out that
PacifiCare is the current health carrier for all SCHS/hospital employees and that William Murin
and Kevin Simes are in the process of reviewing other options. Discussion followed.

Finance Committee Meeting

Mr. Kalm requested that the July 25 meeting of the SCHS Finance Committee be moved to
Monday, July 24 at noon. It was agreed and a notice will be sent confirming the change in date.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:15 a.m. The next meeting of the
Board will be held on July 28, 2000 at 7:30 a.m. at Methodist Hospital.

Re

tfully submitted),

Craig D. Luc
Secretary



MINUTES

BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS

July 28, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, July 28, 2000 in the Board Room of Methodist Hospital, 300 West
Huntington Drive, Arcadia, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble
John F. Kooken
Craig D. Lucas

EXCUSED:

Arne Kalm
Gleeson “Tige” Payne

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:

William Caswell
Steve James
Dennis Lee

Leonard M. Marangi
Lois S. Matthews
Francis X. McCormack

James Maki
Kathy Schneider
Dodie Ulrich

Chairman McCormack called the meeting to order at 7:40 a.m.

MINUTES

The minutes of the Board of Directors meeting of June 30, 2000 were approved.

CHAIRMAN’S REPORT

Methodist Hospital — Revised Bylaws

Mr. Lee distributed and commented briefly on a memorandum summarizing some minor changes
in the hospital’s Bylaws, which had been approved by the Methodist Board at its June 29, 2000
meeting. He then requested approval by the SCHS Board of these revised Bylaws.
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promising buyer appears to be Medical Pathways. All options are being explored, including
keeping the hospital open as part of SCHS versus closing it down. Discussion followed.

Business Development/Marketing — Update

Mr. Lee reported on the meetings of the Business Development Committee with Bill Caswell,
Kelly Linden and himself, and pointed out that there are some opportunities available for
Huntington and Methodist to create a better working affiliation relationship. The committee’s
feeling was that the next step would be for the hospitals to share the development of each
hospital’s strategic plan and then to create a joint strategic business plan. He added that the
committee would be looking at service lines and evaluating how critical they are in terms of
respective and combined operations, along with ways to increase market share. More detailed
work needs to be accomplished in terms of joint marketing and advertising, and it was the
consensus of the committee that joint advertising may not be feasible at this time. Mr. Lee
pointed out that as Huntington and Methodist develop individual marketing materials, it is
important not to advertise in such a way as to make it appear to the public that we are competing
against each other.

Mr. Lee stated that there is strong commitment among the executives at both Methodist and
Huntington to continue the affiliation. Mr. Ralph cited, as an example, the consolidation of
psychiatric patients at Huntington’s Della Martin Center, with the planned closing down of the
psychiatric service at Methodist Hospital. He emphasized that what SCHS does should be
effective and add value. He added that this consolidation was one of the System’s true successes
in the way it was addressed and the way it was communicated to the Medical Staff, as a number
of the physicians involved expressed their appreciation at being included in the process. He
complimented Catherine McLoughlin, the Director of Psychiatric Services, for handling this
transition. He then requested the Board’s approval of the closing down of the psychiatric
program at Methodist Hospital.

Upon motion made, seconded and unanimously carried, the Board approved the closure of
the psychiatric services at Methodist Hospital and the consolidation of these services with
the psychiatric program at Huntington Memorial Hospital.

FINANCE COMMITTEE

SoCal Clini L.ab

Ms. Schneider reviewed the financial statements for the lab. The SCHS and HEVH
intercompany receivables have been written off and there may be a write-down of the laboratory
building on Raymond Avenue once the appraisal is completed. It was noted that SoCal Clini
Lab (SCCL) owes Huntington Memorial Hospital (HMH) close to $1.8 million and, as the semi-
annual payments are received by SCCL from Unilab, these funds would be used to pay off the
debt to HMH and also to be applied against the debt owed by Methodist Hospital.
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Upon motion made, seconded and unanimously carried the Board authorized the payoff
from the SoCal Clini Lab funds of outside liabilities and the debt owed to Huntington
Memorial Hospital, with the monitoring of payouts as the semi-annual payments are

received from Unilab.

Huntington East Valley Hospital — Capital Call

Mr. Maki reported on the current cash flow and cash needs for the hospital. He stated that the
hospital would need approximately $1.8 million to cover the projected loss for the year 2000.
Discussion followed.

Upon motion made, seconded and unanimously carried, the Board approved a capital call
in the sum of $1.8 million to cover the projected loss for the year 2000 for Huntington East

Valley Hospital.

Earthquake Insurance

Mr. Kooken reported that management had recommended SCHS not renew the earthquake
insurance on Huntington East Valley Hospital. The premium would be $165,000 with a
$3 million deductible and a policy limit of $20 million. The Finance Committee agreed with
management’s recommendation.

The Board was in agreement that the earthquake insurance for HEVH not be renewed this
year.

SCHS YTD Financial Statements

Mr. Caswell shared that the SCHS financials were “in transition,” and that a full consolidated
report would be available at the September meeting. A detailed Berger Building schedule
(budget vs. actual) would be available at that time.

Managed Care Update

Dissolution of APPA: Mr. Caswell reported that the legal work is in process for the dissolution
of APPA. The APPA capital call of $500,000 (previously approved by the SCHS Board) has not
yet been called, but may be needed by mid to late August. He added that it might be necessary to
request additional funds prior to October 1 once the APPA claims backlog is brought up to date.

Significant efforts are being made by Medical Pathways on the backlog of APPA and hospital
claims.
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Health Plans: Mr. Caswell advised that as of August 1, the only capitation contract remaining is
with Blue Cross, and that contract will terminate as of December 31, 2001. He added that we
have set SCHS-wide “rates and terms” in our contracts and have been aggressive in our position
with the health plans. Although the contract with Aetna has been terminated, an acceptable
agreement may still be reached as negotiations are continuing. Mr. Caswell indicated that
positive discussions have taken place with the IPAs, particularly Medical Pathways and
Physician Associates in support of the hospitals’ contracting strategy. He advised that a similar
meeting had taken place with HealthCare Partners regarding a relationship/ partnership. Mr.
Ralph added that SCHS is making efforts to get the physician groups to align with the hospitals
and reiterated that SCHS needs to take a firm position with the health plans. Discussion
followed.

Wells Fargo Bank Resolution

Mr. Caswell advised that a new account needed to be established as part of the transition of
Huntington East Valley Hospital out of the capitated business. This account will be used to pay
claims processed by Medical Pathways for claims with year 2000 dates of services. The bank
has requested a Board resolution authorizing it to accept facsimile signatures. Ms. Schneider
reiterated that no claims would be funded until reviewed by her and her staff and that the bank
prepares a daily report, which is sent to her for review and approval. She added that these claims
have a time limit or we are charged interest on these claims. Mr. Caswell then presented the
bank resolution to the Board for approval (a copy of which previously had been sent to the Board
members).

Upon motion made, seconded and unanimously carried, the Board approved the Wells
Fargo Bank Resolution authorizing the bank to accept facsimile signatures. A copy of that
Resolution is attached to the original minutes.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:00 a.m. The next meeting of the
Board will be held on September 29, 2000 at 7:30 a.m. at Huntington Memorial Hospital.

> L — .
Craig D. Lucas

Secretary



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
September 26, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Tuesday, September 26, 2000 in the Board Room of Huntington Memorial
Hospital, 100 West California Boulevard, Pasadena, with Chairman Francis X. McCormack
presiding.

VOTING DIRECTORS PRESENT:

Ame Kalm Francis X. McCormack
John F. Kooken Gleeson “Tige” Payne
Craig D. Lucas

EXCUSED:

James N. Gamble
Leonard M. Marangi
Lois S. Matthews

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack James Maki
Robert Gordon Cecilia Montalvo
Michael Hammond Cindy Trousdale
Dennis Lee Dodie Ulrich

Chairman McCormack called the meeting to order at 12:15 p.m.
MINUTES
The minutes of the Board of Directors meeting of July 28, 2000 were approved.

CHAIRMAN’S REPORT

Resolution — SCHS Deferred Compensation

The Chairman advised that the trustee for the SCHS Deferred Compensation Plan was being
changed to MetLife Trust Company, N.A., and presented a Resolution for the Board’s approval
authorizing same.
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Upon motion made, seconded and unanimously carried, the Board approved the Resolution
authorizing the change in trustee for the SCHS Deferred Compensation Plan to MetLife
Trust company, N.A. A copy of that resolution is attached to the original minutes.

PRESIDENT’S REPORT

Huntington East Valley Hospital — Update

Mr. Ralph welcomed Michael Hammond and Cecilia Montalvo from Shattuck Hammond
Partners, the firm handling the Huntington East Valley Hospital (HEVH) transaction. Mr.
Hammond then distributed copies of and commented on the status report of the HEVH
transaction, which outlined the three options, the Shattuck Hammond recommendation, the status
of sale, profiles of interested buyers, etc.

Mr. Hammond reviewed the three options for the future of Huntington East Valley Hospital: (1)
closure of the hospital and liquidation of assets; (2) sale of the hospital; or (3) continue to operate
the hospital as an affiliate of SCHS. He presented an estimated cost comparison between the
three options:

Net Cash
Estimated Cost of Hospital Closure $13,554,000
Estimated Cost of Sale of Hospital $ 4,875,000

Estimated Cost of Continued Operation $ 7,423,000

Mr. Hammond then commented on some of the risk factors and net cash calculations involved
for each of the three options. He added that Shattuck Hammond would be keeping the Attorney
General’s office informed as the transaction progresses. The Board was in general agreement
that the closure of the hospital was not a viable option at this time.

Ms. Montalvo commented on the various individuals who had indicated an interest in the
hospital, the degree of interest and the probability of consummation of a sale. Discussion
followed.

Mr. Hammond then presented Shattuck Hammond’s recommendation, which was to aggressively
and quickly move forward to identify a qualified buyer and consummate a sale of the hospital.

The Board was in agreement with Shattuck Hammond’s recommendation to quickly move
forward to identify a qualified buyer to acquire the Huntington East Valley Hospital (as
indicated on page 10 of the Shattuck Hammond report). Paralleling the sale effort, it was
agreed that everything feasible should be explored immediately to stabilize the financial
picture at HEVH.
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JCAHO Survey
Mr. Ralph reported that Huntington and Methodist had completed their respective Joint
Commission surveys and both had excellent scores: Huntington 92% and Methodist 91%.

Business Development/Marketing -~ Update

Due to time constraints, the business development/marketing update was deferred to next
month’s meeting of the Board.

Huntington Memorial Hospital — Bylaws

Mr. Ralph commented on his September 19, 2000 memorandum regarding the changes in the
HMH Bylaws. He then asked for approval of the revised Bylaws.

Upon motion made, seconded and unanimously carried, the Board approved the
Huntington Memorial Hospital revised Bylaws (effective June 2000), as outlined in Mr.
Ralph’s memorandum dated September 19, 2000, a copy of which is attached to the
original minutes.

Sale of Huntington Transitional Care Center

Mr. Ralph advised the Board that the Huntington Transitional Care Center (HTCC) was in the
process of being sold. The land and building are owned by the Huntington Trust. He added that
the HTCC had been operating at a loss of approximately $140,000 per month and was being sold
as an ongoing, long-term care facility.

FINANCE COMMITTEE

HEVH Capital Equipment Purchase

Mr. Ralph advised that Huntington East Valley Hospital had experienced an equipment crisis
situation during the first part of August and had to replace its sterilizer at a cost of approximately
$18,000. Since neither the Board nor the Finance Committee was meeting until September,
management authorized the purchase of the new sterilizer.

Managed Care Update

Health Plans: Mr. Caswell advised that the first round of “Project Indispensable” had been
completed and the results were very successful on the contract rates and terms with four of the
health plans. He added that the recent negotiations with Blue Shield had also gone very well.
He emphasized the need to be sensitive to the physician groups, as the more favorable hospital
rates raise the potential of negatively impacting the IPAs and their risk pools. The contracts with



Minutes - Board of Directors

Southern California Healthcare Systems
September 26, 2000

Page 4

PacifiCare and HealthNet will be up for renewal on December 31, 2000, and a “notice of
termination” has been sent to both health plans, along with our proposed rates and terms.

Dissolution of APPA: Legal documents have been filed for the dissolution of APPA. Claims
continue to be received at the rate of approximately 150 per week, the majornty of which are
duplicates. It still has not been determined how much of the $500,000 capital call previously
approved by the Board will be needed to cover the balance of the unpaid claims.

SCHS Claims: A handout was reviewed showing the status of the current backlog of SCHS
claims and a timeline for resolution. Mr. Caswell indicated that he and the contracting staff are
meeting weekly with Medical Pathways and all possible efforts are being made to bring the
claims processing to a current basis.

SCHS Financial Statements

Mr. Ralph commented briefly on the financials, copies of which had been sent to the Directors.
He pointed out that the greatest variance was in the “outside services” category, which
represented legal fees regarding the dissolution of APPA, consulting fees for the Huntington East
Valley Hospital transaction, and Emst & Young accounting fees.

OTHER

Wage Order — Non-exempt employees

Mr. Carmack raised the issue of the new wage order, which will take effect October 1, 2000.
This requires that all non-exempt employees who miss taking a scheduled break, must be paid
one full hour’s pay. He pointed out that this could have a substantial financial impact on the
hospitals. Discussion followed.

ADJOURNMENT

There being no further business, the meeting was adjourned at 1:50 p-m.

Respectfully submitted,

Craig D. Lucas
Secretary



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
December 14, 2000

The regular meeting of the Board of Directors of Southem California Healthcare Systems was
convened on Thursday, December 14, 2000 in the Board Room of Huntington Memenal
Hospital, 100 West California Boulevard, Pasadena, with Chairman Francis X. McC ormack

presiding.

VOTING DIRECTORS PRESENT:

B AR TRA AR ]

James N. Gamble Lois S. Matthews
Ame Kalm Leonard M. Marangi
John F. Kooken Francis X. McCormack

Craig D. Lucas
EXCUSED:

Gleeson “Tige” Payne
James Rothenberg

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack James Maki
Robert Gordon Cecilia Montalvo
Michael Hammond Cindy Trousdale
Dennis Lee Dodie Ulnch

Chairman McCormack called the meeting to order at 12:20 p.m.

MINUTES

The minutes of the Board of Directors meeting of September 26, 2000 were approved.
CHAIRMAN'’S REPORT

Ratification of Actions - September 26, 2000 Board Meeting

Due to the lack of a quorum at the September 26, 2000 meeting of the Board, the Chairman
requested approval of the actions taken at that meeting.
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Upon motion made, seconded and unanimously carried, the Board ratified the actions
approved at the September 26, 2000 meeting of the SCHS Board.

Election of Directors and Officers

The Chairman presented the proposed slate of Directors for election for the January 2001-
December 2002 term:

Representing Huntington Memorial Hospital

James N. Gamble
John F. Kooken
Leonard M. Marangi
Lois S. Matthews
Gleeson “Tige” Payne
James Rothenberg

Representing Methodist Hospital

Arme Kalm
Craig D. Lucas
Francis X. McCormack

Upon motion made, seconded and unanimously carried, the above-named Directors were
elected for a two-year term, commencing January 2001.

The Chairman then presented the proposed slate of Officers for the January 2001 — December
2001 term:

John F. Kooken Chairman
Leonard Marangi Vice Chairman
Craig D. Lucas Secretary

Stephen A Ralph President
Assistant Treasurer Timothy Carmack
Assistant Secretary Dodie Ulrich

It was noted that the office of Treasurer was yet to be determined, pending some anticipated
Board member changes from Methodist Hospital.

Upon motion made, seconded and unanimously carried, the above-named officers were
elected for a term of one-year, commencing January 2001.
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PRESIDENT’S REPORT

Huntington East Valley Hospital

Mr. Ralph welcomed Michael Hammond and Cecilia Montalvo from Shattuck Hammond
Partners, the firm handling the Huntington East Valley Hospital (HEVH) transaction. Mr.
Hammond reviewed briefly the three options for HEVH and the costs involved for each option,
which were (i) to sell; (ii) to continue to operate; or (iii) to close it down. Shattuck Hammond’s
prior recommendation to the Board had been to secure a qualified buyer as soon as possible.

Mr. Hammond then distributed copies of and commented on a summary of a proposed
Memorandum of Intent to Purchase HEVH, which had been submitted by PanPacific Health
Enterprises, along with a deposit of $195,000 in the form of a cashier’s check. The principal of
PanPacific Health Enterprises is C. Joseph Chang. Mr. Ralph thanked Ms. Matthews, who had
referred Mr. Chang to us. Mr. Hammond gave a brief background on Mr. Chang and his
company and pointed out that Mr. Chang’s offer was contingent upon his being able to secure
the necessary financing. He added that he felt confident that this could be accomplished. Mr.
Hammond then reviewed the terms of the offer:

Purchase price to be $6.5 million; $5 million payable upon close of escrow (financed in part by
California Bank and Trust in the amount of $3,250,000 and the Small Business Administration in
the amount of $970,000); $1.5 million payable not later than 12 months following the closing
date, with interest payable to SCHS at the prime lending rate. Discussion followed. Mr.
Hammond reiterated that the exposure for continued operation of HEVH could be substantial, the
cost of closure of the hospital would be estimated at $13 million, and therefore the PanPacific
offer was the best option.

He then presented Shattuck Hammond’s recommendation, which was that the SCHS Board
authorize management to sell Huntington East Valley Hospital, based on the terms described in
Shattuck Hammond’s summary dated December 14, 2000, including negotiations regarding
security for the $1.5 million note. Discussion followed regarding the hospital’s indebtedness and
1t was pointed out that there is a possibility that another capital call to HMH and MHSC might be
required to cover ongoing expenses for the first quarter of 2001.

Upon motion made, seconded and unanimously carried, the Board authorized continued
negotiations toward the sale of Huntington East Valley Hospital to PanPacific Ilealth
Enterprises, as outlined in the Shattuck Hammond December 14, 2000 summary (a copy of
which is attached to the original minutes), with efforts being made to eliminate or reduce
the $1.5 million note. The Board further authorized Mr. Ralph to execute the purchase
agreement in connection with this sale, subject to Mr. Ralph making reasonable efforts to
contact the members of the Finance Committee to secure their prior approval of the final
sales agreement.
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FINANCE COMMITTEE

Annual Audit

Mr. Carmack reported that he had reviewed the matter of whether or not a formal audit was
needed for SCHS. Kathy Schneider performed much of the audit work for 1999 and Emst &
Young reviewed the final product. This resulted in substantial savings, as the cost of the 1999
audit was approximately $20,000. The cost of the 1998 formal audit was approximately
$45,000. Emnst & Young has advised that there will be approximately $10,000 in audit costs for
this year to be paid by the System because of inter-company transfers, etc. The individual
hospitals will each have formal audits done by Emst & Young. The Finance Committee
discussed this matter and its last meeting and felt this audit was not needed and recommended a

formal audit be waived for 2000.

After a brief discussion, the Board was in agreement that a formal audit would not be
needed for the year 2000.

September and October Financials

Mr. Caswell noted that the financials had been prepared in a new format and that a new column
would be added which would compare figures with the prior year. He extended his appreciation
to Mr. Carmack and Ms. Schneider for their efforts in preparing these statements.

2001 Operating and Capital Budgets

Mr. Caswell commented on the System and three hospital budgets for 2001, which previously
had been approved by the SCHS Finance Committee.

Upon motion made, seconded and unanimously carried, the Board approved the 2001
operating and capital budgets for Southern California Healthcare Systems, Huntington
Memorial Hospital, Methodist Hospital and Huntington East Valley Hospital.

Discussion followed regarding cost-savings measures being implemented. Mr. Ralph reported
that Huntington is on target as far as budgeted savings of $11-12 million through Operation
MOVE. Mr. Lee stated that Methodist had targeted $13 million in savings, of which 85-30% has
been identified. Mr. Maki pointed out that the financial status of Huntington East Valley is
improving and should get better in 2001.

Managed Care Update

Mr. Caswell reported that the contract negotiations with Health Net are progressing well and it is
anticipated they will be consummated in January. He noted the Medi-Cal is the largest contract
to be negotiated.
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He rcported that APPA would be dissolved as of December 22, 2000, and that three additional
SCHS entities (Medical Value Plan, Foothills Physician Services and Arcadia Health Services,
dba Southem California Medical Management) also will be dissolved as of year-end.

EXECUTIVE SESSION

The Board then met in executive session to review and approve the deferred compensation
program for funding in 2000.

ADJOURNMENT

There being no further business, the meeting was adjourned at 1:50 p.m.

Respectfully submitted,

(o

Craig D. Lucas
Secretary
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HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, September 27, 2000
HEVH Board Room - 7:15 a.m.

AGENDA

I CALL TO ORDER Robert Gordon

. APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
July 19, 2000 Board of Directors Meeting

il. PRESIDENT’S REPORT Jim Maki
A. HEVH Transition

B. 2000/2001 DSH Preliminary Qualification
C. Seismic Study

IV. MEDICAL STAFF REPORT ** ACTION ITEM Marc Domaguing, M.D.
V. FINANCE REPORT ** ACTION ITEM Cindy Trousdale
A. Finance/Corporate Compliance Committee Meetings

Of August 22, 2000 and September 26,2000
* B. Financial Statement — Eight Months Ended August 31, 2000

VI. PERFORMANCE IMPROVEMENT REPORT ** ACTION ITEM
*A. Quality Council Report
* B. Patient Satisfaction Survey Summary Report
**C.  Environment of Care Report — 2" Quarter 2000
**D. Risk Management Report
Vil. OTHER BUSINESS

Vill. ADJOURNMENT

NEXT SCHEDULED MEETING:

WEDNESDAY, NOVEMBER 15, 2000 - 7:15 A.M. - HEVH BOARD ROOM

C/AGENDABOARD (92700 DRAFT
/NVK, 090600



Excerpts from July 19, 2000 Board of Directors meeting minutes

B. HEVH Transition

Mr. Maki reported that 20 companies have approached Shattuck Hammond
regarding an interest in purchasing HEVH, seven of which have requested
Confidentiality Agreements; 6 of which were returned to Shattuck Hammond.
Medical Pathways has expressed a strong interest. Citrus Valley Healthcare
Partners have had a site visit of HEVH, but are not interested in proceeding with
a purchase. The goal is that by July 20, 2000, any interested party would
present an offer to Shattuck Hammond. If Medical Pathways purchases HEVH,
they intend to run all capitation through the hospital, and the IPA takes the risk.
There are 23,000 lives in Medical Pathways' IPA, East Valley Select.

SCHS will consider all options including total shut-down costs, maintaining
ownership and creating a deal with Medical Pathways. It was noted that while
closure of the hospital is an option, it would be very expensive to do so.

Mr. Carmack stated that all parties that have shown an interest in possible

purchase of HEVH have been diligently pursued via personal phone
conversations by Shattuck Hammond. It will be difficult for SCHS to fund HEVH

beyond this year.



HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, November 15, 2000
HEVH Board Room - 7:15 a.m.

AGENDA
| CALL TO ORDER Robert Gordon
il APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
September 27, 2000 Board of Directors Meeting
il CHAIRMAN'S REPORT Robert Gordon
A Appointment of Nominating Committee
B. Review of Bylaws
V. PRESIDENT'S REPORT Jim Maki
A HEVH Transition
B Governing Board Self Evaluations
C Mission/Vision/Values Statements — Annual Review
\ MEDICAL STAFF REPORT * ACTION ITEM Marc Domaguing, M.D
VI FINANCE REPORT ** ACTION ITEM Jim Maki
A Finance/Corporate Compliance Committee Meetings

Minutes of September 26, 2000

B Financia! Statement — Ten months Ended October 31. 2000
Vi PERFORMANCE IMPROVEMENT REPORT “* ACTION ITEM John Zimmerman
A Patient Satisfaction Survey Report
B Risk Management Report
*C. Environment of Care Report, 3 Quarter 2000
D. Evaluation of Services provided by Horizon
E. Report on Heart Attacks Outcomes, 1994-1996
F. Hospital Plan for Provision of Care — Annual Review
G Hospital Performance improvement Plan — Annual Review

VIH EDUCATION/ORIENTATION Jim Maki
IX OTHER BUSINESS
A Schedule of meetings 2001

X. ADJOURNMENT

NEXT SCHEDULED MEETING
WEDNESDAY, JANUARY 24, 2001 - 7:15 A.M. - HEVH BOARD ROOM




Excerpts from September 27, 2000 Board of Directors meeting minutes

Hl. PRESIDENT'S REPORT
A. HEVH Transition

Mr. Maki reported a very positive meeting with the SCHS Board of Directors
yesterday. At the present time SCHS is not considering closing the hospital as
an option. Negotiations continue with approximately six prospective buyers, but
we are still waiting for a reasonable offer. The SCHS Board would like to sell to
someone who will be community focused and continue to operate as an acute
care hospital. In the meantime, efforts continue to find ways to make the
hospital more profitable.

Mr. Caswell mentioned that we should consider the long-term commitment of
the medical staff.

Dr. Sahhar also agrees and feels that a meeting needs to take place with the
medical staff to reassure them that everything is being done in the best interest
of the hospital, the medical staff and the community.



V.

VII.

VIil.

HUNTINGTON EAST VALLEY HOSPITAL
BOARD OF DIRECTORS MEETING

Wednesday, January 24, 2001
HEVH Board Room - 7:15 a.m.

AGENDA
CALL TO ORDER Robert Gordon
APPROVAL OF MINUTES ** ACTION ITEM Robert Gordon
November 15, 2000 Board of Directors Meeting
CHAIRMAN'S REPORT Robert Gordon
A Election of Board Members by the Nominating Committee
PRESIDENT'S REPORT Jim Maki
A HEVH Transition
MEDICAL STAFF REPORT ** ACTION ITEM Marc Domaguing, M.D.
FINANCE REPORT ** ACTION ITEM Jim Maki
A Finance/Corporate Compliance Committee Meetings

Minutes of October 24, 2000 and November 14, 2000

**B. Financial Statements — Twelve months Ended December 31, 2000
(Not available until the day of the meeting)

PERFORMANCE IMPROVEMENT REPORT ** ACTION ITEM John Zimmerman
A Quality Council Report
= B. Patient Satisfaction Survey Report
**C. Risk Management Report
**D. Environment of Care Report, 4th Quarter 2000
*E. Annual Employee Health Report
F. Conflict of Interest
G. Critical Incident Review
EDUCATION/ORIENTATION Jim Maki

OTHER BUSINESS

ADJOURNMENT

NEXT SCHEDULED MEETING
WEDNESDAY, MARCH 28, 2001 — 7:15 A.M. - HEVH BOARD ROOM




V.

Excerpts from November 15, 2000 Board of Directors meeting minutes

A.

PRESIDENT'S REPORT

HEVH Transition

Mr. Maki thanked everyone who participated in the interviews conducted by the
Camden Group. The sales agreement has not been signed yet. The appraisal
took longer than anticipated. The Mardel Group is working on getting their
financing in order and the sales agreement should be signed within the next
couple of weeks. They are also looking to sign an interim management
agreement with SCHS while the sale is going through. The census has held at
an average of 46-47 this month.



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
April 28, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, April 28, 2000 in the Board Room of Methodist Hospital, 300 West
Huntington Drive, Arcadia, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Leonard M. Marangi
Armne Kalm Lois S. Matthews
John F. Kooken Francis X. McCormack

Craig D. Lucas
EXCUSED:

Gleeson “Tige” Payne
Robert S. Rollo

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack Dennis M. Lee
William Caswell James Maki
Robert Gordon, Sr. Cindy Trousdale

Chairman McCormack called the meeting to order at 7:35 a.m.
MINUTES

The minutes of the Board of Directors meeting of March 31, 2000 were reviewed. Mr. Carmack
recommended a change to the summary under “SCHS Audit” on page four. His suggested
change was to clarify that Kathy Schneider was not actually performing the audit but will be
leading and organizing the effort.

There was also a question raised about the amount of the HEV Capital Budget that would need to
be approved by the SCHS Finance Committee. Discussion of this was deferred to later in the
meeting.
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Southern California Healthcare Systems
April 28, 2000
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It was moved, seconded and carried to approve the minutes of the March 31, 2000 meeting
with the above modification.

CHAIRMAN’S REPORT

Ratify Actions Taken by Board at March 31, 2000 meeting

Mr. McCormack requested that the Board ratify the actions taken by the Board at the March 31,
2000 meeting since there was not a quorum.

It was moved, seconded and carried to ratify the actions taken by the SCHS Board at its
March 31, 2000 meeting.

SCHS Strategic Planning Ad Hoc Committee

Mr. McCormack gave a brief summary of the most recent meeting of the SCHS Strategic
Planning Ad Hoc Committee. At that meeting the committee heard a presentation from Mr.
Michael Madden, CEO, Providence St. Joseph’s Hospital in Burbank. There may be another
meeting of this committee in May to continue their discussions.

PRESIDENT’S REPORT

SCHS Activities Update/Status

Mr. Ralph indicated that both Methodist Hospital and Huntington Memorial Hospital are
performing better than their budgets through the first quarter of this fiscal year. Operations
redesign efforts continue at both facilities. The Joint Commission on Accreditation of
Healthcare Organizations will be surveying both Huntington and Methodist in August and
September of this year.

Huntington East Valley Proposals

Mr. Ralph summarized the proposals that had been received from three consultants that would
assist us in developing a strategic direction for Huntington East Valley Hospital. The companies
were Shattuck Hammond Partners, Cain Brothers and Deloitte & Touche. These companies
were interviewed by Mr. Ralph, Mr. Carmack, Mr. Caswell and Mr. Maki. It is the
recommendation that we retain Shattuck Hammond Partners. They are the most qualified
company to help us in this very important project.

In response to a question, it was indicated that the direction that Huntington East Valley Hospital
would take would likely involve a name change. It was mentioned that the transaction time
frame would be from three to six months. There was also discussion about the cost of a fairness
opinion. Mr. Ralph will clarify this with Shattuck Hammond. Mr. Gordon expressed a concern
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with respect to Citrus Valley Health Partners as a potential partner. Mr. McCormack mentioned
that he has looked at the contract and has several suggestions to make and would do so at a
subsequent time with Mr. Ralph.

It was moved, seconded and carried to approve retaining Shattuck Hammond Partners in
concept, subject to Mr. McCormack’s review of the contract.

FINANCE COMMITTEE

HEVH Cash Flow

Mr. Maki gave a summary of Huntington East Valley’s cash position after the first quarter of this
year. They are faced with the likelihood of needing approximately $1.4 million dollars in cash to
pay claims from 1999 under their capitated agreements. There was also approximately $540,000
in cash that is needed to pay down obligations in their accounts payable. The request is for a
cash call of $1,940,000 of which 2/3 would be provided by Huntington Memorial Hospital and
1/3 by Methodist Hospital of Southern California. Mr. Maki pointed out that the estimated
IBNR obligation for the full year is $2.1 million dollars of which approximately $700,000 would
be paid to Huntington Memorial and Methodist Hospital. Mr. Maki indicated that they are
continuing to look at ways of reducing their operating expenses. The total cash needs for the
entire year are anticipated to be approximately $3.7 million dollars. The balance of these cash
needs would be reviewed at a future date.

There were questions raised about the “due to affiliates” line items in the balance sheet.
Information was given and the amounts that appear in these categories were clarified. In
response to a question as to how this cash call will be implemented, it was agreed that this should
be an inter-company advance and/or equity transfer from the hospitals to SCHS.

It was moved, seconded and carried to approve a capital call to Huntington Memorial and
Methodist Hospital in the amount of $1,940,000.

SoCal Clini Lab Update

Mr. Carmack gave a brief update on Southern California Clini Lab dissolution. We are
finalizing the remaining transactions. A request has been made to Community Bank to extend
the term of their loan for one to two years under current terms. It is anticipated that there will
not be any difficulty with this request. The other main issue relates to the costs associated with
moving the core lab back to Huntington Memorial Hospital. The total cost of this move is
estimated at approximately $2.25 million. We are analyzing which portion of this cost should be
allocated to SCCL as a function of the dissolution.
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Managed Care Update

Mr. Caswell gave an update on various subjects under managed care. Medical Pathways is still
processing claims for APPA. We are still conducting a 100% audit on all approved claims. We
are also working with the hospitals to get all of their claims processed so that we can have a final
reconciliation of the APPA dissolution. Mr. Caswell also informed the Board that the capitated
contracts under the old HPG physician organization have been terminated. To date there have
been no noticeable movement of patients as a result. We are also moving forward on terminating
the capitated agreements through Medical Pathways. Most of these capitated contracts should
terminate by July 2000 with the exception of PacifiCare, AEtna and Blue Cross. Mr. Caswell 1S
meeting with these organizations to negotiate termination of those capitated agreements.

SCHS Corporate Financials

Mr. Caswell briefly reviewed the performance of the SCHS actual to budget financials. There
are no significant variances from the budget. Cash balances are appropriate to handle monthly
expenses. He mentioned that the resolution to the master lease on the Berger building appears to
be approximately $14,000 over what was budgeted. Mr. Marangi recommended that we obtain a
release from Pacific Clinics in the event that they were to default on their lease payments in the
future.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:05 am. The next meeting of the
Board will be held on May 26, 2000 at 7:30 a.m. at Huntington Memorial Hospital.

Respegtfully submitted}
’ /,’

—"
< ¢

Craig D. Lucqz
Secretary



Southern California & Healthcare Systemns

MEMORANDUM

TO: SCHS Finance Committee
John F. Kooken, Chairman
Arne Kalm
Leonard Marangi

FROM: smW

DATE: April 18, 2000

As was decided at the January SCHS Board meeting, we have been pursuing the overall
strategy around Huntington East Valley Hospital. To that end I wanted to update you on
where we are, as well as have you review the attached proposals we received from three
appropriate firms to assist us in this transaction.

First, as I believe we concluded in January, our strategic direction is to continue to look
for ways of divesting ourselves of Huntington East Valley as soon as possible. On the
short term, we are continuing to look at how we can effectively manage East Valley
while minimizing the amount of cash necessary from the other two hospitals to support it.
However, given the operating losses that we anticipate for 2000, as well as Huntington
East Valley’s IBNR of approximately $2 million that is on their books, it is clear that an
infusion of cash will be necessary for the hospital.

I have met with representatives of Citrus Valley Health Partners, Tenet Healthcare and
the County of Los Angeles as it relates to their interests in Huntington East Valley. This
was obviously exploratory only and no details and/or aspects of any transaction were
discussed. In my meetings with Pete Makowski of Citrus Valley Health Partners, he
indicated a strong interest in Huntington East Valley, particularly from a market share
perspective as it relates to Foothill Presbyterian. In conversations with Tenet, they, too,
express some interest in East Valley, also from a market perspective as it relates to San
Dimas Community Hospital, which is a facility that they own.

Finally, we have had a couple sessions with the County, but this may go nowhere, mostly
because the County is still unsure as to what they are going to do with respect to
replacement of the downtown County facility, whether or not they are going to move
forward with the Baldwin Park facility and, to be quite honest, the political climate would
make this a long shot. Nevertheless, we will keep all of our options open.
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To that end, myself, along with Tim Carmack, Bill Caswell and Jim Maki, have
interviewed three consultants/advisors who we could retain to assist us in this overall
transaction. Two of them tend to be more of the investment banker/merger and
acquisition type in the healthcare business while the third, Deloitte, is more of a
consultant. I believe it is critical that we retain one of these groups to help us with this
transaction. This will be a critical and time-consuming effort and we need the talent not
only to make it happen, but to generate as much value for us as soon as possible.

Following our review of their proposals as well as the interviews, our recommendation is
to retain Shattuck Hammond Partners. Michael Hammond, who is well known to many
of us, as well as to Citrus Valley and Tenet, has considerable experience in this particular
market and is certainly familiar with the San Gabriel Valley, having put together the
Foothill/Citrus Valley deal, as well as other Tenet activities in the Greater Los Angeles
area. While I recognize the overall fee for his firm may be a little more expensive, I think
what we wind up with is a much better outcome. Our second choice would be Cain
Brothers and Steve Hollis, with whom some of your are familiar. I think Steve, too,
knows this market and is certainly familiar with Huntington East Valley, having done the
original Glencomm/SCHS transaction. I do believe, however, that he is not as
sophisticated in terms of knowing Tenet and some of the other players.

Finally, we did not feel that Deloitte brought the kind of knowledge or approach that we
are looking for. They were looking for more of a consulting engagement and do not
bring the experience of what we are looking for in terms of a divestiture of the
organization.

I would like to make a decision as soon as possible in terms of who to retain and get on
with this process. The market for acute hospitals is not very good, so the sooner we can

get on with it, the better off we will be.

Please review these proposals and let me know your thoughts.

Encls.
cc: Francis X. McCormack
Tim Carmack
Dennis Lee
James Maki
Bill Caswell

sar\du\h-admin.snowwhite\schs\board\finance cmite



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
June 30, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, June 30, 2000 in the Board Room of Huntington Memorial Hospital, 100
West California Boulevard, Pasadena, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Craig D. Lucas

Arme Kalm Leonard M. Marangi

John F. Kooken Francis X. McCormack
EXCUSED:

Lois S. Matthews
Gleeson “Tige” Payne

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack James Maki
William Caswell Cecilia Montalvo
Dennis M. Lee Dodie Ulrich

Chairman McCormack called the meeting to order at 7:40 a.m.
MINUTES
The minutes of the Board of Directors meeting of April 28, 2000 were approved.

Mr. Ralph welcomed and introduced Cecilia Montalvo from Shattuck Hammond Partners and
Kathy Schneider, Director of Finance at Huntington Memorial Hospital.

CHAIRMAN’S REPORT

Methodist Leadership Retreat

The Chairman requested Mr. Kalm to report on the recent Methodist Hospital Board retreat held
in Newport Beach.
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Mr. Kalm noted that this was an annual event for the Methodist Board, executive management
and certain members of the Medical Staff. The two speakers this year were Don Wegmiller, a
consultant, and Tom Priselac, CEO of Cedars-Sinai Medical Center. The presentations focused
on the pros and cons of hospital systems. Sunday moming the discussions were around the
importance of culture and focused on some of differences between Huntington and Methodist,
the importance of involving physicians in any changes being made, and the need to articulate the
added value of any proposed changes. One of the things emphasized at the session was that
“execution” was more important than strategy. Mr. Kalm also reported that there were positive
comments from medical staff and indications were that there may be some form of action taken
to explore new ways of cooperation between Huntington and Methodist and other things the
System could do together, e.g., joint planning, marketing, etc.

PRESIDENT’S REPORT

Strategic Planning/ Business Development

Mr. Ralph indicated that the way the System had functioned would not be the approach going
forward, and that we would focus on the hospitals and hospital-related services, meeting the
needs of our local communities, etc. Although both Huntington and Methodist are heavily
engaged in redesign efforts/cost cutting, it was agreed that it is time to look toward the future and
to explore opportunities for how the two hospitals can work closer together and add value. This
may be through market share growth, better collaboration in areas like human resources, finance,
materials management, and certainly around clinical programs. He indicated we have been
reviewing our strategic plans and opportunities for business development and marketing. He has
asked Dennis Lee to head up a task force that will be exploring ways Huntington and Methodist
can collaborate in the planning and business development areas. Initially, William Caswell and
Kelly Linden will serve on this committee with Mr. Lee, with the group being expanded to
include others as appropriate. Mr. Ralph emphasized the need to look at ways of jointly pursuing
business development and marketing, which hopefully may lead to the alignment of some of our
clinical programs and institutions.

Mr. Lee reiterated the matter of “execution” and the need to set up a process which will better
execute our strategies to obtain the maximum benefit. Discussion followed regarding affiliation/
merger options.

Huntington East Valley Hospital (HEVH) Update

Mr. Maki advised that the HEVH transition team had been meeting and an impact study is being
prepared and a time frame being set. He added that they will continue to work with the Attorney
General’s office during the entire process.
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Ms. Montalvo reviewed the Shattuck Hammond management presentation packet, copies of
which previously had been sent to the Board members. She indicated that this material had been
sent to seven different organizations that were possibly interested in purchasing the hospital and
that her company had spoken with twenty different companies. She pointed out that some of
potential buyers were not interested in smaller urban hospitals. She commented briefly on the
organizations that had indicated an interest, and added that the final date for receiving proposals
had been extended until July 20. Once the proposals have been reviewed, they will be weighed
against the cost of maintaining the operation versus closing down the hospital. Discussion
followed regarding the various potential buyer, the hospital’s cash flow, present liabilities and
the comparison between selling the hospital or closing it.

It was pointed out that since the System has advanced between $4-5 million to HEVH, which is
not collectible, both Methodist and Huntington will have to write down this amount sometime in
the near future. Mr. Ralph suggested waiting to do any accounting adjustments since more
complete financial information will be available by the end of July. Mr. Maki reminded the
group that the $1.7 million loss in 1999 was due to the excessive claims paid on the hospital’s
capitated business. Since the hospital is withdrawing from all capitation and moving back to per
diem rates, he felt 2001 would be considerably better financially for the hospital. Discussion
followed regarding the ability to turn HEVH into profitable entity. Mr. Marangi noted that in
2001 a positive cash flow of $1 million was projected and this should be a consideration in the
final decision regarding the hospital’s future.

FINANCE COMMITTEE

SoCal Clini Lab

Mr. Carmack reviewed the financial analysis and final accounting for the laboratory, copies of
which had been sent to the Directors. He commented on the intercompany payables and
receivables, the effect of the outreach sale on the balance sheet, the Huntington, Methodist and
Huntington East Valley equity balances as of May 31, 2000 and the pro forma equity balances
with the effect of forgiving the SCHS and HEVH intercompany debt. He then discussed the
possibility of selling the laboratory building and indicated he had received an “over-the-phone”
informal appraisal of approximately $6.5 million, which included the land and building. The
matter of the write-offs was raised and, following a brief discussion, it was determined it would
be best to postpone the write-offs until after the final report had been prepared, which would
probably be the latter part of July.

Managed Care Update

Mr. Caswell stated that the legal documents have been drafted regarding the dissolution of APPA
and the legal process was proceeding towards resolution by year end. He added that the
$500,000 from the recently approved capital call for the payment of APPA claims was being
held in abeyance subject to claims processing.
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Mr. Caswell then reviewed a handout of three graphs. The first illustrated the SCHS cap
“disenrollment timeline” for APPA, HPG and AHC with the various health plans. He then
reviewed “pie charts” on the managed care service mix and payor mix for both Huntington and
Methodist. Also, he informed the Board that the capitated contract with PacifiCare had
terminated as of June 1, although there are still several unresolved issues. He pointed out that
PacifiCare is the current health carrier for all SCHS/hospital employees and that William Murin
and Kevin Simes are in the process of reviewing other options. Discussion followed.

Finance Committee Meeting

Mr. Kalm requested that the July 25 meeting of the SCHS Finance Committee be moved to
Monday, July 24 at noon. It was agreed and a notice will be sent confirming the change in date.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:15 a.m. The next meeting of the
Board will be held on July 28, 2000 at 7:30 a.m. at Methodist Hospital.

Respeatfully submitt

/

Craig D. Luc
Secretary



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
July 28,2000

The regular meeting of the Board of Directors of Southern California Healthcare systems was
convened on Friday, July 28, 2000 in the Board Room of Methodist Hospital, 300 West
Huntington Drive, Arcadia, with Chairman Francis X. McCormack presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Leonard M. Marangi

John F. Kooken Lois S. Matthews

Craig D. Lucas Francis X. McCormack
EXCUSED:

Arne Kalm

Gleeson “Tige” Payne

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
William Caswell James Maki
Steve James Kathy Schneider
Dennis Lee Dodie Ulrich

Chairman McCormack called the meeting to order at 7:40 am.
MINUTES
The minutes of the Board of Directors meeting of June 30, 2000 were approved.

CHAIRMAN’S REPORT

Methodist Hospital — Revised Bylaws

Mr. Lee distributed and commented briefly on a memorandum summarizing some minor changes
in the hospital’s Bylaws, which had been approved by the Methodist Board at its June 29, 2000
meeting. He then requested approval by the SCHS Board of these revised Bylaws.
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Upon motion made, seconded and unanimously carried, the Board approved the revised
Methodist Hospital Bylaws and the changes as summarized in Mr. Lee’s July 28, 2000
memorandum. A copy of that memorandum is attached to the original minutes.

It was indicated that Huntington Memorial Hospital had also made some changes to its Bylaws
and these would be brought forth for approval in September.

SCHS AUDITED FINANCIAL STATEMENTS

Mr. Steve James of Emst & Young, reviewed the Audited Financial Statements, which were in
draft form. He noted that Kathy Schneider had prepared the original statements, which were
then sent to Emst & Young for review. Emst & Young’s responsibility was to issue an opinion.
He indicated that Emst & Young had reviewed and agreed with the estimates made by
management teams regarding asset impairment. There were significant audit adjustments made
and all conflicting issues with management were resolved to Ernst & Young’s satisfaction. Mr.
James pointed out that this was a complex audit. He added that he wanted to disclose to the
Board that one of Emst & Young’s employees had been hired by Huntington Memorial Hospital
and added that that employee has severed all ties with Emst & Young, so there would be no
potential conflict of interest.

Mr. James stated that although the System had declining assets in 1999, primarily due to the
expense involved with APPA, SCHS was still a financially viable organization. He commented
on the debt service ratio and indicated that management was able to obtain a waiver of
forbearance from the insurers until the end of 2000. Although it appears SCHS will still be in
default at the end of this year, the bond insurers have indicated that they could see no reason why
they would not continue to give SCHS a waiver as long as SCHS continues to show financial
improvement according to plan. Mr. James added that it is not uncommon to receive extended
waivers and that communication is the key. Mr. Marangi requested that the Board be kept
informed on this matter.

PRESIDENT’S REPORT

Resignation of Robert Rollo

Mr. Ralph informed the Board that Mr. Rollo had resigned recently from the Huntington
Memorial Hospital Board and would no longer be a member of the SCHS Board. Huntington
will be recommending someone in the near future to fill this vacancy.

Huntington East Valley Hospital — Update

Mr. Maki reported on the progress of the potential sale of HEVH. Out of 18 interested parties, it
was narrowed down to 7 who signed confidentiality agreements. He added that Citrus Valley
Health Partners has withdrawn from any possible negotiations, and at the present time the most
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promising buyer appears to be Medical Pathways. All options are being explored, including
keeping the hospital open as part of SCHS versus closing it down. Discussion followed.

Business Development/Marketing — Update

Mr. Lee reported on the meetings of the Business Development Committee with Bill Caswell,
Kelly Linden and himself, and pointed out that there are some opportunities available for
Huntington and Methodist to create a better working affiliation relationship. The committee’s
feeling was that the next step would be for the hospitals to share the development of each
hospital’s strategic plan and then to create a joint strategic business plan. He added that the
committee would be looking at service lines and evaluating how critical they are in terms of
respective and combined operations, along with ways to increase market share. More detailed
work needs to be accomplished in terms of joint marketing and advertising, and it was the
consensus of the committee that joint advertising may not be feasible at this time. Mr. Lee
pointed out that as Huntington and Methodist develop individual marketing materials, it is
important not to advertise in such a way as to make it appear to the public that we are competing
against each other.

Mr. Lee stated that there is strong commitment among the executives at both Methodist and
Huntington to continue the affiliation. Mr. Ralph cited, as an example, the consolidation of
psychiatric patients at Huntington’s Della Martin Center, with the planned closing down of the
psychiatric service at Methodist Hospital. He emphasized that what SCHS does should be
effective and add value. He added that this consolidation was one of the System’s true successes
in the way it was addressed and the way it was communicated to the Medical Staff, as a number
of the physicians involved expressed their appreciation at being included in the process. He
complimented Catherine McLoughlin, the Director of Psychiatric Services, for handling this
transition. He then requested the Board’s approval of the closing down of the psychiatric
program at Methodist Hospital.

Upon motion made, seconded and unanimously carried, the Board approved the closure of
the psychiatric services at Methodist Hospital and the consolidation of these services with
the psychiatric program at Huntington Memorial Hospital.

FINANCE COMMITTEE

SoCal Clini Lab

Ms. Schneider reviewed the financial statements for the lab. The SCHS and HEVH
intercompany receivables have been written off and there may be a write-down of the laboratory
building on Raymond Avenue once the appraisal is completed. It was noted that SoCal Clini
Lab (SCCL) owes Huntington Memorial Hospital (HMH) close to $1.8 million and, as the semi-
annual payments are received by SCCL from Unilab, these funds would be used to pay off the
debt to HMH and also to be applied against the debt owed by Methodist Hospital.
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Upon motion made, seconded and unanimously carried the Board authorized the payoff
from the SoCal Clini Lab funds of outside liabilities and the debt owed to Huntington
Memorial Hospital, with the monitoring of payouts as the semi-annual payments are
received from Unilab.

Huntington East Valley Hospital — Capital Call

Mr. Maki reported on the current cash flow and cash needs for the hospital. He stated that the
hospital would need approximately $1.8 million to cover the projected loss for the year 2000.
Discussion followed.

Upon motion made, seconded and unanimously carried, the Board approved a capital call
in the sum of $1.8 million to cover the projected loss for the year 2000 for Huntington East
Valley Hospital.

Earthquake Insurance

Mr. Kooken reported that management had recommended SCHS not renew the earthquake
insurance on Huntington East Valley Hospital. The premium would be $165,000 with a
$3 million deductible and a policy limit of $20 million. The Finance Committee agreed with
management’s recommendation.

The Board was in agreement that the earthquake insurance for HEVH not be renewed this
year.

SCHS YTD Financial Statements

Mr. Caswell shared that the SCHS financials were “in transition,” and that a full consolidated
report would be available at the September meeting. A detailed Berger Building schedule
(budget vs. actual) would be available at that time.

Managed Care Update

Dissolution of APPA: Mr. Caswell reported that the legal work is in process for the dissolution
of APPA. The APPA capital call of $500,000 (previously approved by the SCHS Board) has not
yet been called, but may be needed by mid to late August. He added that it might be necessary to
request additional funds prior to October 1 once the APPA claims backlog is brought up to date.

Significant efforts are being made by Medical Pathways on the backlog of APPA and hospital
claims.
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Health Plans: Mr. Caswell advised that as of August 1, the only capitation contract remaining 1s
with Blue Cross, and that contract will terminate as of December 31, 2001. He added that we
have set SCHS-wide “rates and terms” in our contracts and have been aggressive in our position
with the health plans. Although the contract with Aetna has been terminated, an acceptable
agreement may still be reached as negotiations are continuing. Mr. Caswell indicated that
positive discussions have taken place with the IPAs, particularly Medical Pathways and
Physician Associates in support of the hospitals’ contracting strategy. He advised that a similar
meeting had taken place with HealthCare Partners regarding a relationship/ partnership. Mr.
Ralph added that SCHS is making efforts to get the physician groups to align with the hospitals
and reiterated that SCHS needs to take a firm position with the health plans. Discussion
followed.

Wells Fargo Bank Resolution

Mr. Caswell advised that a new account needed to be established as part of the transition of
Huntington East Valley Hospital out of the capitated business. This account will be used to pay
claims processed by Medical Pathways for claims with year 2000 dates of services. The bank
has requested a Board resolution authorizing it to accept facsimile signatures. Ms. Schneider
reiterated that no claims would be funded until reviewed by her and her staff and that the bank
prepares a daily report, which is sent to her for review and approval. She added that these claims
have a time limit or we are charged interest on these claims. Mr. Caswell then presented the
bank resolution to the Board for approval (a copy of which previously had been sent to the Board
members).

Upon motion made, seconded and unanimously carried, the Board approved the Wells
Fargo Bank Resolution authorizing the bank to accept facsimile signatures. A copy of that
Resolution is attached to the original minutes.

ADJOURNMENT

There being no further business, the meeting was adjourned at 9:00 a.m. The next meeting of the
Board will be held on September 29, 2000 at 7:30 a.m. at Huntington Memorial Hospital.

Respegtfully submitted

Craig D. Luca57
Secretary



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
September 26, 2000

The regular meeting of the Board of Directors of Southern California Healthcare systéms was
convened on Tuesday, September 26, 2000 in the Board Room of Huntington Memorial
Hospital, 100 West California Boulevard, Pasadena, with Chairman Francis X. McCormack

presiding.

VOTING DIRECTORS PRESENT:

Ame Kalm Francis X. McCormack
John F. Kooken Gleeson “Tige” Payne
Craig D. Lucas

EXCUSED:

James N. Gamble
Leonard M. Marangi
Lois S. Matthews

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack James Maki
Robert Gordon Cecilia Montalvo
Michael Hammond Cindy Trousdale
Dennis Lee Dodie Ulrich

Chairman McCormack called the meeting to order at 12:15 p.m.
MINUTES
The minutes of the Board of Directors meeting of July 28,2000 were approved.

CHAIRMAN’S REPORT

Resolution — SCHS Deferred Compensation

The Chairman advised that the trustee for the SCHS Deferred Compensation Plan was being
changed to MetLife Trust Company, N.A., and presented a Resolution for the Board’s approval
authorizing same.
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Upon motion made, seconded and unanimously carried, the Board approved the Resolution
authorizing the change in trustee for the SCHS Deferred Compensation Plan to MetLife
Trust company, N.A. A copy of that resolution is attached to the original minutes.

PRESIDENT’S REPORT

Huntington East Valley Hospital — Update

Mr. Ralph welcomed Michael Hammond and Cecilia Montalvo from Shattuck Hammond
Partners, the firm handling the Huntington East Valley Hospital (HEVH) transaction. Mr.
Hammond then distributed copies of and commented on the status report of the HEVH
transaction, which outlined the three options, the Shattuck Hammond recommendation, the status
of sale, profiles of interested buyers, etc.

Mr. Hammond reviewed the three options for the future of Huntington East Valley Hospital: (1)
closure of the hospital and liquidation of assets; (2) sale of the hospital; or (3) continue to operate
the hospital as an affiliate of SCHS. He presented an estimated cost comparison between the
three options:

Net Cash
Estimated Cost of Hospital Closure $13,554,000
Estimated Cost of Sale of Hospital $ 4,875,000

Estimated Cost of Continued Operation $ 7,423,000

Mr. Hammond then commented on some of the risk factors and net cash calculations involved
for each of the three options. He added that Shattuck Hammond would be keeping the Attorney
General’s office informed as the transaction progresses. The Board was in general agreement
that the closure of the hospital was not a viable option at this time.

Ms. Montalvo commented on the various individuals who had indicated an interest in the
hospital, the degree of interest and the probability of consummation of a sale. Discussion
followed.

Mr. Hammond then presented Shattuck Hammond’s recommendation, which was to aggressively
and quickly move forward to identify a qualified buyer and consummate a sale of the hospital.

The Board was in agreement with Shattuck Hammond’s recommendation to quickly move
forward to identify a qualified buyer to acquire the Huntington East Valley Hospital (as
indicated on page 10 of the Shattuck Hammond report). Paralleling the sale effort, it was
agreed that everything feasible should be explored immediately to stabilize the financial
picture at HEVH.
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JCAHO Survey

Mr. Ralph reported that Huntington and Methodist had completed their respective Joint
Commission surveys and both had excellent scores: Huntington 92% and Methodist 91%.

Business Develogment/Marketing — Update

Due to time constraints, the business development/marketing update was deferred to next
month’s meeting of the Board.

Huntington Memorial Hospital — Bylaws

Mr. Ralph commented on his September 19, 2000 memorandum regarding the changes in the
HMH Bylaws. He then asked for approval of the revised Bylaws.

Upon motion made, seconded and unanimously carried, the Board approved the
Huntington Memorial Hospital revised Bylaws (effective June 2000), as outlined in Mr.
Ralph’s memorandum dated September 19, 2000, a copy of which is attached to the
original minutes.

Sale of Huntington Transitional Care Center

Mr. Ralph advised the Board that the Huntington Transitional Care Center (HTCC) was in the
process of being sold. The land and building are owned by the Huntington Trust. He added that
the HTCC had been operating at a loss of approximately $140,000 per month and was being sold
as an ongoing, long-term care facility.

FINANCE COMMITTEE

HEVH Capital Eguipment Purchase

Mr. Ralph advised that Huntington East Valley Hospital had experienced an equipment crisis
situation during the first part of August and had to replace its sterilizer at a cost of approximately
$18,000. Since neither the Board nor the Finance Committee was meeting until September,
management authorized the purchase of the new sterilizer.

Managed Care Update

Health Plans: Mr. Caswell advised that the first round of “Project Indispensable” had been
completed and the results were very successful on the contract rates and terms with four of the
health plans. He added that the recent negotiations with Blue Shield had also gone very well.
He emphasized the need to be sensitive to the physician groups, as the more favorable hospital
rates raise the potential of negatively impacting the IPAs and their risk pools. The contracts with
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PacifiCare and HealthNet will be up for renewal on December 31, 2000, and a “notice of
termination” has been sent to both health plans, along with our proposed rates and terms.

Dissolution of APPA: Legal documents have been filed for the dissolution of APPA. Claims
continue to be received at the rate of approximately 150 per week, the majority of which are
duplicates. It still has not been determined how much of the $500,000 capital call previously
approved by the Board will be needed to cover the balance of the unpaid claims.

SCHS Claims: A handout was reviewed showing the status of the current backlog of SCHS
claims and a timeline for resolution. Mr. Caswell indicated that he and the contracting staff are
meeting weekly with Medical Pathways and all possible efforts are being made to bring the
claims processing to a current basis.

SCHS Financial Statements

Mr. Ralph commented briefly on the financials, copies of which had been sent to the Directors.
He pointed out that the greatest variance was in the “outside services” category, which
represented legal fees regarding the dissolution of APPA, consulting fees for the Huntington East
Valley Hospital transaction, and Emst & Young accounting fees.

OTHER

Wage Order — Non-exempt employees

Mr. Carmack raised the issue of the new wage order, which will take effect October 1, 2000.
This requires that all non-exempt employees who miss taking a scheduled break, must be paid
one full hour’s pay. He pointed out that this could have a substantial financial impact on the
hospitals. Discussion followed.

ADJOURNMENT

There being no further business, the meeting was adjourned at 1:50 p.m.

Respectfully submitted,

Craig D. Lucas
Secretary



MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
December 14, 2000

The regular meeting of the Board of Directors of Southemn California Healthcare Systems was
convened on Thursday, December 14, 2000 in the Board Room of Huntington Memernal
Hospital, 100 West Califomia Boulevard, Pasadena, with Chairman Francis X. McCormack

presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Lois S. Matthews
Ame Kalm Leonard M. Marangi
John F. Kooken Francis X. McCormack

Craig D. Lucas
EXCUSED:

Gleeson “Tige” Payne
James Rothenberg

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack James Maki
Robert Gordon Cecilia Montalvo
Michael Hammond Cindy Trousdale
Dennis Lee Dodie Ulrnich

Chairman McCormack called the meeting to order at 12:20 p.m.

MINUTES

The minutes of the Board of Directors meeting of September 26, 2000 were approved.
CHAIRMAN’S REPORT

Ratification of Actions - September 26, 2000 Board Meeting

Due to the lack of 2 quorum at the September 26, 2000 meeting of the Board, the Chairman
requested approval of the actions taken at that meeting.
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Upon motion made, seconded and unanimously carried, the Board ratified the actions
approved at the September 26, 2000 meeting of the SCHS Board.

Election of Directors and Officers

The Chairman presented thc proposed slate of Directors for election for the January 2001-
December 2002 term:

Representing Huntington Memorial Hospital

James N. Gamble
John F. Kooken
Leonard M. Marangi
Lois S. Matthews
Gleeson “Tige” Payne
James Rothenberg

Representing Methodist Hospital

Ame Kalm
Craig D. Lucas
Francis X. McCormack

Upon motion made, seconded and unanimously carried, the above-named Directors were
elected for a two-year term, commencing January 2001.

The Chairman then presented the proposed slate of Officers for the January 2001 — December
2001 term:

John F. Kooken Chairman
Leonard Marangi Vice Chairman
Craig D. Lucas Secretary

Stephen A Ralph President
Assistant Treasurer Timothy Carmack
Assistant Secretary Dodie Ulrich

It was noted that the office of Treasurer was yet to be determined, pending some anticipated
Board member changes from Methodist Hospital.

Upon motion made, seconded and unanimously carried, the above-named officers were
elected for a term of one-year, commencing January 2001.
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PRESIDENT'S REPORT

Huntington East Valley Hospital

Mr. Ralph welcomed Michael Hammond and Cecilia Montalvo from Shattuck Hammond
Partners, the firm handling the Huntington East Valley Hospital (HEVH) transaction. Mr.
Hammond reviewed briefly the three options for HEVH and the costs involved for each option,
which were (i) to sell; (i) to continue to operate; or (iii) to close it down. Shattuck Hammond’s
prior recommendation to the Board had been to secure a qualified buyer as soon as possible.

Mr. Hammond then distributed copies of and commented on a summary of a proposed
Memorandum of Intent to Purchase HEVH, which had been submitted by PanPacific Health
Enterprises, along with a deposit of $195,000 in the form of a cashier’s check. The principal of
PanPacific Health Enterprises is C. Joseph Chang. Mr. Ralph thanked Ms. Matthews, who had
rcferred Mr. Chang to us. Mr. Hammond gave a brief background on Mr. Chang and his
company and pointed out that Mr. Chang’s offer was contingent upon his being able to secure
the necessary financing. He added that he felt confident that this could be accomplished. Mr.
Hammond then reviewed the terms of the offer:

Purchase price to be $6.5 million; $5 million payable upon close of escrow (financed in part by
California Bank and Trust in the amount of $3,250,000 and the Small Business Administration in
the amount of $970,000); $1.5 million payable not later than 12 months following the closing
date, with interest payable to SCHS at the prime lending rate. Discussion followed. Mr.
Hammond reiterated that the exposure for continued operation of HEVH could be substantial, the
cost of closure of the hospital would be estimated at $13 million, and therefore the PanPacific
offer was the best option.

He then presented Shattuck Hammond’s recommendation, which was that the SCHS Board
authorize management to sell Huntington East Valley Hospital, based on the terms described in
Shattuck Hammond’s summary dated December 14, 2000, including negotiations regarding
security for the $1.5 million note. Discussion followed regarding the hospital’s indebtedness and
it was pointed out that there is a possibility that another capital call to HMH and MHSC might be
required to cover ongoing expenses for the first quarter of 2001.

Upon motion made, seconded and unanimously carried, the Board authorized continued
negotiations toward the sale of Huntington East Valley Hospital to PanPacific ITealth
Enterprises, as outlined in the Shattuck Hammond December 14, 2000 summary (a copy of
which is attached to the original minutes), with efforts being made to eliminate or reduce
the §1.5 million note. The Board further authorized Mr. Ralph to execute the purchase
agreement in connection with this sale, subject to Mr. Ralph making reasonable efforts to
contact the members of the Finance Committee to secure their prior approval of the final
sales agreement.
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FINANCE COMMITTEE

Annual Audit

Mr. Carmack reported that he had reviewed the matter of whether or not a formal audit was
needed for SCHS. Kathy Schneider performed much of the audit work for 1999 and Emst &
Young reviewed the final product. This resulted in substantial savings, as the cost of the 1999
audit was approximately $20,000. The cost of the 1998 formal audit was approximately
$45.000. Emst & Young has advised that there will be approximately $10,000 in audit costs for
this year to be paid by the System because of inter-company transfers, etc. The individual
hospitals will each have formal audits done by Emst & Young. The Finance Committee
discussed this matter and its last meeting and felt this audit was not needed and recommended a
formal audit be waived for 2000.

After a brief discussion, the Board was in agreement that a formal audit would not be
needed for the year 2000.

September and October Financials

Mr. Caswell noted that the financials had been prepared in a new format and that a new column
would be added which would compare figures with the prior year. He extended his appreciation
to Mr. Carmack and Ms. Schneider for their efforts in preparing these statements.

2001 Operating and Capital Budgets

Mr. Caswell commented on the System and three hospital budgets for 2001, which previously
had been approved by the SCHS Finance Committee.

Upon motion made, seconded and unanimously carried, the Board approved the 2001
operating and capital budgets for Southern California Healthcare Systems, Huntington
Memorial Hospital, Methodist Hospital and Huntington East Valley Hospital.

Discussion followed regarding cost-savings measures being implemented. Mr. Ralph reported
that Huntington is on target as far as budgeted savings of $11-12 million through Operation
MOVE. Mr. Lee stated that Methodist had targeted $13 million in savings, of which 85-90% has
been identified. Mr. Maki pointed out that the financial status of Huntington East Valley is
improving and should get better in 2001.

Managed Care Update

Mr. Caswell reported that the contract negotiations with Health Net are progressing well and it is
anticipated they will be consummated in January. He noted the Medi-Cal is the largest contract
to be negotiated.
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He reported that APPA would be dissolved as of December 22, 2000, and that three additional
SCHS entities (Medical Value Plan, Foothills Physician Services and Arcadia Health Services,
dba Southern California Medical Management) also will be dissolved as of year-end.

EXECUTIVE SESSION

The Board then met in executive session to review and approve the deferred compensation
program for funding in 2000.

ADJOURNMENT

There being no further business, the meeting was adjourned at 1:50 p.m.

Respectfully submitted,
Craig D.T;:;‘

Secretary



077 'SIILIND3S SYIJ00DISNOHYILYMIONH 40 NoISIAG Y RS RRERER]
SHIANLYNVd ANOWNVH MONLLVHS

T
VI0LLHHS

000Z ‘v | Jequede(

si02341q jo pipog
WaysAg 9IDdYJ|D3H DPIUIOI[D) UIBYINOG

|psidsoH A3|pA isp3 uojbununy



¢ . s1aujied puowiwiey }onyneys

‘uone}aidiajul mosieu Joj payleo
aq z wa)l 1ey) pajsanbal aaey (4717 ‘NaueD B 19|133d WOISNPY) [9SUN0D SHOS Pue S1duled PUOWWEH YONJBUS =

‘ajep uodn paaibe ue Aq podal olws|as pajepdn ue apiacid o} ainje4 ‘¢

puE 'S}oB} [BIOUBUY JO JUSWSIE}SSIW 10 UOISSIWO [eUSIBN ¢

‘Hoday [eluswuoAUT 8y} uo Buipulj 8sisape ue Jo ydigoay L

:Ajuo apnoul sjuanl Buneulwia]| papiwied 'SINJJ20 JUSAJ Buneuiwia] paniuad,
e Ji papunjal aq Ajuo ueo yisodap 8y} 'si0}dailQ JO preog SHOS 3l JO renoidde ay) buipuad jey) peaibe sey 18Anqayl s
‘M010s9 J0 Buluado ayj 10 isodap e Se paAadal usag sey 000°G61$ 40 awhed =

juapadald suollipuod

-s19Anq ay) Jo Auadoid jeuosiad Jo sbpad au) 10/pue ‘ISnJ} JO pasp
sy} uo uolsod ual puodas e ‘(uonoesuel) ayj jo ped se pannboe J1) 8jqeAIs0a1 SJUNOJJ. 8y} Uo usl| e Buipnjoul ‘ajou
uoliw 'L $ ou) aInoas 0} ajqejieAe aq Jybiw jey) |e1se)|od Jo SWioj snouen Buipiebal uoneayised Guiysas ale SM =
‘gjes Buipus|
awud ay) Je SHOS 0} ajqeAed 1salajul yim ‘aep Buisolo ay) Buimojjo) syjuow Z| ueyl Jajej jou a|qeAed uoyw G’ LE =
*000'026$ JO JUNOWE 3y} Ul UoHENSILIWPY SSBuUISNg ||BWS 3L} PUE
000'0GZ'€$ JO JUNOWE 8} Ul }sNi| pue yueg eiuiojje] Aq ped u pasueul} ‘M0JOS8 JO SO0 uodn a|qeled uojjjiw G¢ =
-5o1ud aseyoind |ejo) uoljjiw G'9§ =

95114 9seyoind

1Sni] PUE jueq BILIoHED WOl) juswwWod Buipua) Jo J1aus)
e pue 000'G6L$ JO JUNOWE B} Ul §SOdSp MOIOSS JOJ HOBYD S JSIYSED € AQq paiuedwodoe Sem Juajuj JO WNPUBIOWIN YL

‘lepdsoH Anunwiwiod
eiquieyy e wea) jJuswabeuew sy} Jo jaquiaw e S| Bueyn W -AJUNWWIOD [BO0] 8Y) JO SJUSPISal BIe Yjog 'sssuisnq ay}
uy JO}saAuI-09 e s| Buonp AiuaH ‘sasudiajug yjeaH oyoedued Jo |ediouid ay) st 6ueyd ydasor "D ‘sasiidisjug yyesH

olyoedued AQ papiwigns aseyoind O} Jusjuj JO WNPUEBIOWS € uo paseq suia) pasodoid jo Atewwns e s Buimolios au |

sosndiajug yjjeaH olioedued - suuaj uonisinboy pasodoud jo Arewwnsg

jeydsoy AsjieA yse3 uojBununy




£ siaujied puowwey ¥onyeys

‘pajenobau Ajinj usaq 194 Jou aney swWIS) |BULY =
‘(81qeAlaoal
sjunodoe '6'9) sjasse Jayjo Joj pied ag Aew uoneIapISUOD leuonippy “Ajuo sjasse sjejsa jeas s jeydsoy ay) Joy
s 80ud aseyoind pasodoid uol G'9$ BU | "UOISSNISIP JSPUN ||1}S B1€ LUOOBSUER) 3y} ul papnjoul aq 0) sjasse o|1oadg .
"HAJH 1e saako|dwa Bunsixa |je Buikojdwa ui ysaso)ul sy passaidxo sey oyioedqued
‘fessusg Aswiony euiopie) ay) jo jeacidde ay) annbai pjnom uonoesues 3yl

SEITTe

feydsoy Aajjep 3se3 uojbununy




14 siaupied puowituey }anneys

‘Ajjoey siyy Bunexrew jo syjuow g
Jaye sIsuped puotuweH Monjeus Aq paaiadal 1ajjo apyoucq Ajuo ay) si sasudisiug yjesH olioedued woij Jajjo 8y L .
‘(uonw g1 $ parewnsa) anisuadxa 8q pinom jendsoH AsjeA ise3 uojbuijuny Jo aINsoly =

‘goueunopad
anoidwi 0} sHoya jo sseipiebal ‘awn jo pouad ayulapul Ue Joj MOj} Ysed annebau asusuadxe 0} 8NUIRUOD |IM HAIH =

:BUIMO||04 B} UO Paseq S! UONePUSWIWOD3I SIY L

‘30U Jejjop uoljiw G'1$ ay3 jo Qjnoas fuipiebas suonenobau

panunuod Buipn|dul ‘ulaiay pagLdsap swis) ayj Uo paseq jendsoy AajjeA 1seg uojbupuny j1es 0 juswabeuew
azjoyjne $10103.11(Q JO preog waisAg asedy)eay BILIOJED UIBUINOS 8y} 1By} SPUSWILIODa] S18UlEd PUOWWEH 3ONJeYS

suoEpUaWILLIOIDY

jendsoH AajjeA yse3 uoibununy




S siaupied puoliwen }onjeys

‘uolI'W 8¢ Al@iewixosdde Jo GpOZ Ul SPUOQ U0 BNp 3dueeq Buiuieway uoliw g'L$ 0} uoljjiw 8 y$ Woxy abues s)5823104
(g obed aas) DQV ¢y sawnsse pue LOOg JO) 196png HAJH uo paseg “Ajuo 1sedaio} jeak-aAi4 JUNODSIp B10JaQ UOIIIW £ G MOl USed Iemdy ,
210U SIU) U}iM PIJBIDOSSE ¥%SIJ JO |2A3] BWIOS S| 313Y L "WIs) Yuow Z| 10} SHOS O} 8o japun ajgeied uolw G't$ 3sOD 1B ajqeded uoniw G$ |

) uoybununy  (000°60Z°¢$) uoybununy  (000'€85'2$) uojbununy  (000'9€0'6$)
)sipowyisi (000'¥09°LS) 1sipouiey (000262 1$) 1sipoyiaN (000'8LG'v$)
;useD 18N (000'€18'Y$) ysenjoN (000'528'€$) yseoiaN (000'¥SS'€LS)

S}S0D) UMO( PUIM
pue uonoesuel)  (000'05€'L) spaaoold ajes puel 0000022

aoueseajag puog (000'520'6) soueseajaq puog (000'G20'6)
deaxdn syionw zi (000'L9S)

oY NdvM  (000'008'})

(%G8 Je) Mo sasuadx3
ysen pajunodsig  (000'€L8'¥$) ,SPaadold 9leg 000'005'9% umog PuiMy  (000'29€'t$)
600Z 12qwadaQg ybnoiyy 000Z 19qwadaq Ag 0002 18quiadaq Jo sY
31vd3d0 Ol INNILNOD 113s 3S010
WNWININ

jendsoH AsjjeA 1se3 uoibununy




9 - slaujied puowwey }anjeys

‘ponsad 18B2350) 8UJ J8A0 000'0GL 1 $ 10 'Ajlenuue g00'0GE$ @4 PINOM S180D 3saU) J0) 21eWNsSa WNUIN
-Ajlenuue paynoul 3Q PINOM S)JS0D juawdojanap ssauisng/bunayiew pue jendes jeuciippe jey) ajqeqoJd st it ‘plos Jou st AFH H

‘suondo ainNso|d pue ojes o} asedwod o Aiduns pajeald '01JeUBIS BSED )SAQ B JBBU JO |B JO) suonesado sjuy-ou ‘OIS Ainey 1idap suonaaloid asayl 1eu ajou asedld .,
‘suonoaloid pasiral asauy W pabueyod jou 913Mm 92 1aquiaidag woyj suondwinsse

2]BJ JUNODSIP PUEB B|GELIBA/PEX]) 'UOIEU| "000Z 1890100 JO SE suonesado j2aj)as 0} pajepdn sem japoul jeloueuY siaujed puowweH ¥Yonieys 0002 '9Z Jjaquaydag 8yl ,

e

19V’ ¥
191 00/01 N1yl 0002 BulNp sajelyy 0} 8N ul aseasdu|
00L'€ e tended 0002
:000Z ONIYNA HW/HWH WOY¥4 AJH Ol SNOILNAIYLNOD
gig’t 190G XzAl
16V GEo 960t 5002
616 129 GLL'L 00T
856 €cL 061'L £002
129 £€8 Gze'L 2002
nejap Joj abed 1xau 83s Z19'C 602'2 1662 1002
‘SAINIWIHINDIY HSVYD UVIA § 40 3NTVA LNISIHd
(€52°6) (968'9) (z18°6) VL0l
(1z8) ©sv (681 5002
(€62) (980°1) (202'V) 002
(969) (2z0'L) {oca') £002
(9¥9) (z16) (255'L) 2002
(s8%) (ove) (805'1) 1002
(g5€'2) (1g9't) (189'1) 0002
DAV ¥ Jav ey 3aV oY :HVYIA ¥3d(SSOo/Ld0oNd
1390n8 ONOWWVH JYONI1VHS A8

00/92/6 A3LN3ISIHd SV

1SE22404 |[BISUBUL] JBAA-3AI JO uosuredwo)
jendsoy AsijeA ise3 uojbuunyy
jeudsoH AajjeA 1sel uojbununy




slauped puowiwey }anjeys

-auoje L00Z U! |Ie40YS Ysed uoljjiN 6°2$ B Ul Jjnsal pinom suonesado panupuod

Z19C
(8Ly) (518) (518) (518) (1z6°2)
(GL) (G} (cZ) CTA) 00¢
(25) (29) (29) (29) (222)
(SL1) (s1) (s21) (G11) (002)
(124) (808) (805) (805) (¥69'V)

- (Z€S) (ZE€) (ZEE) oy
(924) (9L1) (9L1) (9L1) (zoz)
(88) (88) (88) (88) (os¢)
p12 viz 14%4 %4 58
(121) (121) (1zv) (1z1) (c8p)
910 uib Y10 P H10 pug d10 IS

PopaaN JeHend

sjuswalinbay ysed 100z 4o Iteled
jendsoH AajjeA 1se3 uobununy

9,G'g 18 PBlunoosIp - SPRSN USED JO 3NjeA Jussald

spasN ysed

4INH - SOIBljyY 0} 8NP UOIOd auN)d Ul (aseaioeq)
Q17 v1 eseanaq

sainypuadx3 jended

suonesadQ U pasn ysed

wmwaxd des 000z SHOS A papun; - ¥NE| ! (8sea102Q)
slepinoid apisino O)-yNgGI Ul (esea1daq)

S3LI0JUBAU| pUE S3|qBAIBDaY Judlied (aseau))
uonenaidag ysed uou ¥oeq ppy
(ss07) dwodU| 18N

‘BUIMO|O} 3y} JO} 31 LO0Z JO} SPRaN USeD pajseddloy

jendsoy AajjeA 1se3 uoibununy




[

A 2 afSDMIHME ACNG L ST RS [ad s tE ST I5CE Z

6]

DRAFT - Subject to approval
at 3/28/2001 meeting.

MINUTES
BOARD OF DIRECTORS
SOUTHERN CALIFORNIA HEALTHCARE SYSTEMS
February 28, 2001

The regular meeting of the Board of Directors of Southern California Healthcare Systems
was convened on Wednesday, February 28, 2000 in the Board Room of Huntington
Memorial Hospital, 100 West California Boulevard, Pasadena, with Chairman John F.
Kooken presiding.

VOTING DIRECTORS PRESENT:

James N. Gamble Leonard M. Marangi
James Halverson Douglas McEachern
John F. Kooken James Rothenberg

Craig D. Lucas
EXCUSED:

Lois S. Matthews
Gleeson “Tige” Payne

EX-OFFICIO DIRECTOR PRESENT:

Stephen A. Ralph

ALSO PRESENT:
Tim Carmack Dennis Lee James Maki
Wilham Caswell Dennis Lee
Robert Gordon Dodie Ulrich

As the Chairman was detained, Mr. Ralph called the meeting to order at 4:05 p.m.

NEW DIRECTORS

Mr. Ralph introduced and welcomed the newest Board members, James Rothenberg
(representing Huntington Hospital), and James Halverson and Douglas McEachern
(representing Methodist Hospital).

CHAIRMAN’S REPORT
MINUTES

The minutes of the Board of Directors meeting held on December 14, 2000 were
approved.
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SCHS Bylaws

The Chairman requested the Board’s approval of the revised SCHS Bylaws, pointing out
that the only change was the annual meeting date being changed to December in order to
make the SCHS Bylaws consistent with the two hospitals. A redlined copy reflecting

those changes previously had been sent to the Directors.

Upon motion made, seconded and unanimously carried, the Board approved the
revisions to the SCHS Bylaws. A copy of the Bylaws is attached to the original

minutes, along with a redlined copy of the changes.

Mr. Kooken remarked that the SCHS Bylaws had been revised several times, with the
addition of Beverly and Verdugo Hills hospitals and again when those hospitals withdrew
from the System. He indicated that the Bylaws would be thoroughly reviewed once

again to ensure there are no loose ends.

Committee Appointments

Mr. Kooken asked the Board members to indicate their willingness to serve on the
Finance Committee or Compensation Committee by indicating on the sign-up sheet that

had been placed in their notebooks.

Mr. Ralph noted that the office of Treasurer was still open due to the changes in the
Board representation from Methodist Hospital. He commented on the Compensation
Committee and its role in creating a compensation structure going forward. Mr. Kooken
added that the prior Compensation Committee had a System-wide compensation
structure, salary guidelines and comparable incentives. The purpose of the committee
was to achieve some degree of uniformity with hospital benefits (e.g., executive
compensation). The new committee will revisit all those areas and determine what we

want to accomplish.
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Ratification of Election of HEVH Directors and Officers

The slate of officers and Directors recently nominated and elected by the Huntington East

Valley Hospital Board of Directors was presented for approval.

Upon motion made, seconded and upanimously carried, the Board ratified the
election of the following officers and Directors of Huntington East Valley Hospital
for the March 1, 2001 through February 28, 2002 term:

Officers Term Expires
Robert A. Gordon, Sr., Chairman February 2004
Peter Miller, Vice-Chairman February 2002
Fred H. Sahhar, M.D., Secretary February 2003
Edwin C. Heinrich, Treasurer February 2004

Directors Term Expires
Sarah Flores February 2004
Ida Fracasse February 2002
Rose Liegler, RN., M.S.N. Ph.D. February 2003
James W. Maki - ex officio February 2002
Stephen A. Ralph - ex officio February 2002
Marc L. Domaguing, M.D., Chief of Staff December 2001

PRESIDENT’S REPORT

Huntington East Valley Hospital (HEVH)

Mr. Ralph gave a brief background on SCHS and the acquisition of HEVH (formerly
Glendora Community Hospital) in 1995, at which time it was operating as a for-profit
entity. By the end of 1996, SCHS was a five-hospital system. Two hospitals
subsequently left the system in 1998. Last spring, when the SCHS Board decided to
focus “west of the 605,” it was felt that HEVH was out of the System’s market area.
Shattuck Hammond was then engaged to review the options for HEVH and it was
determined that selling the hospital to a qualified buyer was the best option. At its
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December meeting, the SCHS Board approved Shattuck Hammond’s recommendation to
proceed with negotiations with a potential buyer, PanPacific Health Enterprises
(“PanPacific”). An Asset Purchase Agreement with PanPacific was signed carlier in the

month.

Mr. Carmack reviewed the “Key Terms and Conditions” of the transaction, a copy of
which is attached to the original minutes. Discussion followed. PanPacific has agreed to
hire essentially all of the present employees of the hospital and to retain the hospital’s
existing Board of Directors. It was pointed out that Pan Pacific’s main concern was that
SCHS agree to not compete in the cities of Glendora, Azusa, La Verne, San Dimas and

Covina for a period of three years.

There was discussion around the $1.5 million note that PanPacific has asked SCHS to
take back and the State Attorney General’s review process in this transaction. It was
noted that due to the fact that the hospital will revert back to a for-profit entity from a
nonprofit status, the Attorney General’s office will be closely reviewing this transaction.
Mr. Carmack added that there have been no problems with the transaction to date and it
has the potential of closing rather quickly. Mr. Carmack emphasized the confidentiality
issue and indicated that the buyers were requesting that their names not be released
publicly until such time as the transaction is closed. It was therefore determined that no
press releasc would be made until the close of the transaction. It is expected that
Huntington’s name will be removed and the hospital will be known as East Valley

Hospital. Discussion followed.

The issue of the 26 patient beds currently on loan from Methodist Hospital was discussed
and Mr. Gordon indicated that HEVH would like to purchase these beds from Methodist.
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Mr. Maki expressed his thanks and appreciation to management for the way the entire
matter has been handled and that a buyer had been secured who would continue the

hospital’s present operations.

Planning and Business Development Activity

Mr. Lee summarized the results of several meetings held between himself, Messrs. Ralph
and Caswell and Kelly Linden, Vice President of Business Development for Methodist
Hospital, regarding where the two hospitals would fit into categories of joint busincss
development. These meetings will focus on trying to gain better information about
competitors, and to become more targeted in market share building efforts. The
information presently available on competitors is very dated but efforts will be made to
gather more current data through physician contracts and managed care organizations.
He pointed out that the movement of market share from one hospital to another is very
difficult. Joint planning efforts will be made around strategy and technology (e.g.,

cardiac imaging, radiation oncology, etc.)

Another area where the two hospitals can work together will be in facility planning,
especially in view of the 2008 and 2030 deadlines (Senate Bill 1953 — seismic
regulations) around the retrofitting or replacement of facilities. Mr. Lee indicated that at
the next meeting of the executive team they will be sharing each other’s capital plans for
the next ten years, which will provide an understanding as to what the two hospitals’
plans are. Information technology is another area that will be explored. Mr. Kooken
added that he sees the information technology as a great opportunity for the two hospitals
to work together. Discussion followed. The joint managed care contracting is one area

where the two hospitals working together has proven very successful.

bl
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FINANCIAL REVIEW

SCHS Financials

Mr. Carmack reviewed the financial statements. He noted that the System’s loss for 2000
was $19,004,000. He reviewed the combined statement of operations and balance sheet,
noting that these reports take the place of a formal audit, which the Board agrecd was not
necessary for last year. He pointed out that each entity would have its own formal audit.
The figures in these statements contain all operations of the hospitals, which would
include Congress Services and the Huntington Medical Foundation, as well as the Skilled
Nursing Facility at Methodist. Mr. McEachem inquired about a comparison between
Huntington and Methodist and expressed his concemn regarding the outstanding

receivables. Discussion followed.

Managed Care Update

Mr. Caswell advised that the final dissolution documents for APPA had been filed with
the court. He added that several other entities had been dissolved as of year end
(Foothills Physician Services, Medical Value Plan, and Arcadia Health Services dba
Southern California Medical Management). We are continuing to maintain solidarity
between Huntington and Methodist in our contracting efforts, which has proved
beneficial in our negotiations with the health plans. He added that we are still in
capitation on one contract with Blue Cross (approximately 15,000 lives) which will
terminate on December 31 of this year. Mr. Caswell reported that following public notice
of the cancellation of our contract with Health Net, an agreement had been reached where
Health Net accepted our proposed rates and terms. Discussion followed. The issue of the
growing accounts receivable from health plans was discussed. A meeting was held
recently with the hospital auditors, Emst & Young to review this matter and look for a

solution.
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1300 East Green Street Lease

Mr. Ralph noted that our lease with the Berger Foundation for the building at 1300 East
Green Street ends in February 2003. At the present time the Huntington Medical
Foundation (HMF) occupies two-thirds of that space, with the remaining one-third being
occupied by the contracting department personnel. The Huntington Medical Foundation
has been downsizing and has indicated it would like to vacate these premises. The
Berger Foundation is agreeable and has agreed to release us from the lease if we can
secure a suitable replacement. Pasadena City College has indicated an interest in taking

over the building and HMF is prepared to move in 30 to 60 days.

Future Board Meeting Dates/Times

The Chairman noted and the Board was in agreement that future meetings of the SCHS
Board will be held on the fourth Wednesday of the month at 4:30 pm. The meetings will
alternate between Huntington and Methodist hospitals.

ADJOURNMENT

There being no further business, the meeting was adjourned.

Respectfully submitted,

Craig D. Lucas
Secretary



