
THE BOARD OF SUPERVISORS OF THE COUNTY OF STANISLAUS 
ACTION AGENDA SUMMARY 

DEPT: Chief Executive Off ice BOARD AGENDA # B-7 

Urgent Routine AGENDA DATE October 23,2007 
CEO Concurs with Recommendation YES fN0 415 Vote Required YES NO 

(Info ation Attached) 
- -- 

SUBJECT: 
Approval of the Agreement for the Sale of the Stanislaus Behavioral Health Center (SBHC), Psychiatric lnpatient Facility at 1501 
Claus Road in Modesto, CA to Doctors Medical Center (DMC) and the Settlement and Release Agreement for Federal 
Reimbursement Funding (Disproportionate Share Hospital, or DSH Funding); Authorization for the Chief Executive Officer and 
Director of Behavioral Health and Recovery Services to Negotiate and Execute the Physicians Services Agreement for 
Psychiatrist Services, Provider Agreement, and Interim Reimbursement; (Continued on Page 2) 

STAFF RECOMMENDATIONS: 

1. Approve the Asset Purchase Agreement for the Sale of the Stanislaus Behavioral Health Center, 
Psychiatric Inpatient Hospital to Doctors Medical Center, effective November 1, 2007. 

2. Authorize the'chief Executive Officer to complete and execute the List of Schedules and Exhibits and 
other documents necessary for the transaction to be completed. 

3. Authorize the Chief Executive Officer and the Director of Behavioral Health and Recovery Services to 
execute a Settlement and Release Agreement for the past and on-going Disproportionate Share 
Hospital (DSH) funding 

(Continued on Page 2) 

FISCAL IMPACT: 

The sale of the Stanislaus Behavioral Health Center, including acute psychiatric inpatient operations, will 
require Behavioral Health and Recovery Services to purchase beds from Doctors Medical Center, or other 
providers, at an annual cost of $1 1,703,300. The Department estimates State and Federal revenue for 
these services to be $10,287,324. The net County cost is estimated to be $1,415,976. 

(Continued on Page 2) 

---------------------------------------------------------------------------------------------------------------------. 

BOARD ACTION AS FOLLOWS: 
NO. 2007-841 

ATTEST: CHRISTINE FERRARO TALLMAN, Clerk File No. 
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SUBJECT: (Continued) 

Amend the Existing Agreements with DMC for the Operation of SBHC and Terminate 
the Existing Lease Agreement and Management Agreement; Extend the Reduction In- 
Force Effective Date of November 1, 2007 to no later than November 30, 2007; 
Approval of the Designation of DMC as a Facility for 72-Hour Treatment and Evaluation 
for Stanislaus County, And Related Actions 

STAFF RECOMMENDATIONS: (Continued) 

4. Authorize the Chief Executive Officer and the Director of Behavioral Health and 
Recovery Services to negotiate and execute a Physicians Services Agreement for 
the provision of Psychiatrists Services to Doctors Medical Center based on the 
recommended terms outlined in this report. 

5. Authorize the Chief Executive Officer and the Director of Behavioral Health and 
Recovery Services to negotiate and execute a Provider Agreement for the provision 
of psychiatric beds and services for Stanislaus County for a three-year period. 

6. Authorize the Chief Executive Officer and Director of Behavioral Health and 
Recovery Services to enter into and execute an Interim Reimbursement Agreement, 
as necessary with Doctors Medical Center for county services needed for an interim 
period to ensure orderly transition of the operations until November 30, 2007. 

7. Authorize the Chief Executive Officer and the Director of Behavioral Health and 
Recovery Services to negotiate and execute Termination Agreements for the 
existing Facility Lease Agreement and Management Agreement with DMC for 
SBHC, and to negotiate and execute amendments to the Omnibus and lnpatient 
Agreements with DMC consistent with the termination of the Facility Lease 
Agreement and Management Agreement. 

8. Approve the extension of the effective date for the staffing impacts outlined in 
Attachment A to no later than November 30, 2007. 

9. Amend the Salary and Position Allocation Resolution to reflect the recommended 
changes as outlined in this report and Attachment A. 

10. Extend the Termination Date for various contracted services agreements to no later 
than November 30,2007. 

11 .Authorize, as per the attached resolution, the division of Doctors Medical Center of 
Modesto, doing business as Stanislaus Behavioral Health Center, located at 1501 
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Claus Road, Modesto, California, as a designated facility for detention, supervision, 
care, and treatment of persons who are mentally disordered, or who are alleged to 
be such, in accordance with Welfare and Institutions Code sections 5150 and 7100, 
effective November 1,2007. 

12.Authorize and direct the Chief Executive Officer to execute, acknowledge and deliver 
the Agreements in the name and on behalf of the County; and to accept on behalf of 
the County any further amendments to the Agreements so long as the further 
revisions do not materially modify the terms thereof or the conditions set forth in this 
approval and authorization. 

13.Authorize and direct the Chief Executive Officer to take such steps, to waive such 
conditions in whole or in part, to do other acts and things, and to execute and deliver 
such documents, including the Agreements and related agreements, exhibits, 
schedules and similar instruments, that are contemplated by, consistent with and 
that do not materially modify the terms of the Agreements heretofore approved, as 
he may deem necessary or appropriate to carry out the terms and provisions of this 
approval and authorization and to otherwise consummate the transactions 
authorized thereby. 

FISCAL IMPACT: (Continued) 

The Asset Purchase Agreement will provide that DMC will purchase the real property for 
$1 0,949,000 plus $1 13,848 for personal property, withholding an amount not to exceed 
$320,000 for the replacement of a broken chiller and roof repairs. The county budget 
includes funding for these facility needs. 

The Settlement and Release Agreement will provide a one-time payment of $550,000 to 
the County for Medi-Cal Disproportionate Share Hospital (DSH) payments. 

The Physician Agreement will provide for DMC to deposit in advance, a sum of $20,833 
per month per full-time equivalent (FTE) County psychiatrist assigned to SBHC, a factor 
of 1.2 for non-productive hours, and an administrative overhead multiplier of 1.12. The 
initial advance deposit will be in the amount of $156,800, for 6.72 FTE. The County and 
DMC will reconcile advances quarterly based on actual FTE, monthly deposits and 
monthly collections. Additionally, the County will retain 15% of all charges and fees 
collected from psychiatric professional services rendered. 

The Provider Agreement will provide the County will pay to DMC, $799 per authorized 
acute inpatient day for each County patient. Additionally, the County will pay $225 per 
authorized Medi-Cal administrative day for each qualified County patient. For the period 
November I ,  2007 through June 30, 2008, the County's liability is capped at 3,645 bed 
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days, or $2,912,355. For the periods July 1 2008 through June 30, 2009 and July 1, 
2009 through June 30, 2010, the County's liability is capped at 5,475 bed days per year, 
or $4,374,525 in payments for County patients. 

The Provider Agreement will further provide that, in recognition of future Medi-Cal DSH 
payments made for each such State fiscal year, DMC shall credit the County the 
following amounts towards the County's uninsured liability for uninsured beds: 

Year One: $300,000 
Year Two: $750,000 
Year Three: $750,000 
Year Four and thereafter: $600,000 

Any DSH credit for a partial County fiscal year of this agreement will be pro rated 
accordingly. 

The proceeds from the sale of the Stanislaus Behavioral Health Center (SBHC) and 
equipment will be allocated to the negative cash balance and operating losses at SBHC, 
the estimated transition and relocation costs, costs from the Behavioral Health and 
Recovery Services (BHRS) budget, and the remainder reserved for future uses for 
program needs. 

DISCUSSION: 

Background 

Stanislaus Behavioral Health Center is a 67-bed inpatient acute psychiatric facility 
providing essential psychiatric services for individuals who are eligible Medi-Cal or 
Medicare beneficiaries, indigent or underinsured. Affiliation with an acute care hospital 
is necessary for Stanislaus County to claim Medicaid (Medi-Cal) and Medicare funds. 
In 1997, Doctors Medical Center became the licensee for Stanislaus Behavioral Health 
Center. Previously the facility was licensed under Stanislaus Medical Center. The 
transition to Doctors Medical Center occurred as part of the various agreements with 
Tenet Healthcare related to the closing of the County Hospital. Additionally, due to the 
critical shortage of inpatient psychiatric beds in Northern California, Stanislaus 
Behavioral Health Center provides access to Medi-Cal, Medicare and county funded 
individuals from many other counties in Central and Northern California and to those 
who are privately insured. 

In 2000, the federal government, in an attempt to better control fraud and abuse in the 
Medicare program, introduced revised requirements for facilities that are affiliated with 
parent hospitals. These requirements are called "provider-based" rules. Stanislaus 
Behavioral Health Center's relationship with Doctors Medical Center met the rules in 
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effect in 1997 when the agreement was negotiated, but does not meet all of the new 
requirements. This is especially true of the requirements that all employees (except 
managers) be employed by the parent organization, and with regard to the integration of 
medical records and fiscal operations. 

Despite efforts to seek relief on this subject, the County found itself in a situation where 
the level of uncertainty was unacceptable to ensure continuation of needed services. 

Based on the situation, a public hearing was held August 15, 2006, at which the Board 
of Supervisors approved two possible outcomes to this challenging issue: 

Doctors Medical Center could assume operation of Stanislaus Behavioral Health 
Center as an acute psychiatric hospital. 

In the event that a negotiated agreement with DMC could not be reached, 
Behavioral Health and Recovery Services could operate a Psychiatric Health Facility 
(PHF). 

Pursuant to the August 15, 2006 Board of Supervisors authorization to either sell the 
acute psychiatric inpatient operations or terminate the existing license and acquire a 
Psychiatric Health Facility license, negotiations with DMC commenced. The results of 
these negotiations form the basic conditions upon which a sale of SBHC could proceed. 

During a public hearing on April 24, 2007 the Board of Supervisors authorized staff to 
issue a Request for Proposals for the sale of the Stanislaus Behavioral Health Center 
property and operations pursuant to Government Code Section 25515, by a four-fifths 
vote. These proposals were due to the Chief Executive Officer by June 26, 2007. One 
proposal, from Doctors Medical Center, was received and met all requirements in the 
Request for Proposals. 

On July 10, 2007 the Board authorized staff to proceed with negotiations relating to the 
potential sale of Stanislaus Behavioral Health Center, including the sales contract and 
any other agreements required as part of the sales transaction. In accordance with 
California Government Code s25515.2, the Board set a public hearing for July 31, 2007 
at 9:30 a.m. to consider the sale of the Stanislaus Behavioral Health Center to Doctors 
Medical Center and to introduce, waive the reading and adopt an ordinance authorizing 
the sale. On July 31, 2007 the Board cancelled the public hearing and rescheduled it 
for August 21, 2007 at 6 5 5  p.m., to provide additional time for the parties to address 
relevant issues. On August 21, 2007 a public hearing was held and the Board approved 
the proposed sale and adopted an ordinance authorizing the sale of Stanislaus 
Behavioral Health Center, to Doctors Medical Center. The Board also ordered that all 
legal documents be returned to the Board to complete the sales transaction. 
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Legal Documents to the Sale of Stanislaus Behavioral Health Center 

Over the past several months, Stanislaus County and Doctors Medical Center have 
worked diligently to finalize the terms of agreement to the sale of the Stanislaus 
Behavioral Health Center. At this time, there are various agreements relating directly to 
the sale: the Asset Purchase Agreement for the sale of the Stanislaus Behavioral Health 
Center; the Settlement and Release Agreement for past and on-going reimbursement; 
the Physicians Services Agreement for the provision of psychiatric services to Doctors 
Medical Center; and the Provider Agreement for the provision of psychiatric beds and 
services for County patients for a three-year period and an lnterim Reimbursement 
Agreement for services needed during a transition period. Additionally, amendments 
are required to the existing Omnibus and lnpatient Agreements with Doctors Medical 
Center, and the current Facility Lease and Management Agreements will be terminated. 
Following are the general contractual terms of each agreement. 

Asset Purchase Agreement. This agreement provides for the purchase of the 
Stanislaus Behavioral Health Center by Doctors Medical Center, including the 
operations, real property, improvements and equipment. Doctors Medical Center 
agrees to operate SBHC as an acute psychiatric inpatient facility in accordance with 
applicable licensing provisions, regulations and requirements. 

The purchase price is $10,949,000 plus $1 13,848 for personal propertylinventory, 
withholding an amount not to exceed $320,000 for the replacement of a chiller and 
repairs to the roof. 

The County shall have the first right to repurchased SBHC in the event Doctors Medical 
Center desires to sell, or is unable or unwilling to operate SBHC as an inpatient 
psychiatric facility. 

This agreement will result in the following changes to the 1997 agreements with Doctors 
Medical Center: 

The termination of the Facility Lease Agreement; 
The termination of the Management Agreement; 
An amendment to the Omnibus Agreement; and 
An amendment to the lnpatient Agreement. 

Settlement and Release Agreement. This agreement provides for the County and DMC 
to release one another from any and all past, present and future claims and liabilities 
resulting from Medi-Cal Disproportionate Share Hospital payments pursuant to the 
Facility Management Agreement. Additionally, this agreement releases each party from 
any and all past, present and future claims and liabilities based on allegations of 
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amounts owed regarding MIA patient days, pursuant to Section 3 of the lnpatient 
Agreement. The general terms of this agreement are: 

DMC shall pay the County $550,000 within 15 days of the effective date of the 
agreement. 
The County and DMC will enter into a new Provider Agreement, consistent with the 
Sale of SBHC which will set forth any and all obligations of DMC to credit County 
with any Medi-Cal DSH payments received by DMC in the future relating to the 
operation of the facility. 
The County and DMC will amend the existing lnpatient Agreement to eliminate 
Sections 3.l(b) and 3.l(c), and Exhibit E, and provide that DMC's obligation in the 
current contract year and in all future contract years, is to provide 2,200 inpatient 
days to eligible indigents without charge to the County. 

P hvsicians Services Agreement. This agreement provides for the delivery of behavioral 
health services to patients at SBHC by County employees who are licensed physicians 
specializing in psychiatry and are members of the DMC Medical staff. These County 
physicians will render professional medical services at SBHC for County patients and 
other patients reasonably required for patient care and the operation of SBHC. 

County physicians will render professional psychiatric services to County patients 
and other patients, and provide around the clock, 7 days per week coverage at 
SBHC, either in person or on-call. The actual number of physicians assigned to 
SBHC by the County will depend on the current availability and the County's ability 
to recruit and retain psychiatrists. 
In the event the County cannot provide County physicians to meet the requirements 
of the Physician Services Agreement, DMC shall take appropriate steps to either 
secure alternative physician coverage or temporarily cap the census at SBHC. 
The County will prepare a schedule of charges for professional services rendered by 
County physicians, and is responsible for billing and collecting the fees and charges 
for all professional services rendered in SBHC by County physicians. 

M. The County will bill all applicable payors, including Medi-Cal for all professional 
services rendered by County physicians. The County will be responsible for all 
compensation paid to its employees. 
Prior to the end of each month, DMC agrees to provide a deposit of $20,833.33 for 
each full-time equivalent (FTE) County physician assigned to SBHC, multiplied by a 
non-productive hour (vacations, sick, etc) factor of 1.2. This compensation includes 
payment for salary (including overtime) and benefits for each County physician plus 
and administrative overhead rate of 12%. It is estimated that the first deposit per 
this agreement will be for 6.72 FTEs, in the amount of $156,800. 
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Within 10 days of the end of each month, the County will submit an invoice and 
check payable to DMC in the amount of the cash collections received by the County 
during the prior month, less a 15% billing and collection fee. 
Quarterly, the County and DMC will reconcile the actual number of FTE performing 
services at SBHC, the amount of monthly deposits made by DMC, and the actual 
amount of collections received by the County, with credits applied to future monthly 
deposits, for overpayments or underpayments. 

Provider Agreement. This agreement provides for DMC to make available a minimum 
of 35 beds daily to County patients, defined as: Medi-Cal adult beneficiaries of 
Stanislaus County, adult indigent uninsured residents of Stanislaus County, and 
"restoration to competency" patients. Additionally, DMC shall furnish at SBHC the 
covered services to County patients, where covered services is defined as: acute 
inpatient hospital psychiatric services for direct care and treatment of the acute crisis 
phase of a mental condition, including but not limited to routine services and all hospital- 
based ancillary services, at a licensed provider, with appropriate notification to County. 
Recommended terms of this agreement are: 

County shall pay a per diem rate of $799 per authorized acute inpatient day for each 
County patient; 
County shall also pay a per diem rate of $225 per authorized Medi-Cal 
administrative day for each County patient who is a Medi-Cal adult beneficiary of 
Stanislaus County who meets the criteria for Medi-Cal administrative days; 
For the period November I ,  2007 through June 30, 2008 the County's liability for 
occupancy of the reserved beds by uninsured adult County patients is capped at 
3,645 bed days, or $2,912,355 in payments for County patients (the maximum 
payment for this period); 
For the periods of July I ,  2008 through June 30, 2009 and July I ,  2009 through 
June 30, 2010, the County's liability for occupancy of the reserved beds by 
uninsured adult County patients is capped at 5,475 bed days, or $4,374,525 in 
payments for County patients (the maximum payments for these periods); 
The annual compensation shown above is the total payment due to DMC for the 
covered services provided to adult uninsured County patients at SBHC; 
The per diem rates do not include physician or psychologist services, or 
transportation services required in providing the covered services or any acute non- 
psychiatric inpatient hospital services required for a Medi-Cal adult beneficiary or 
adult indigent uninsured resident of Stanislaus County that is provided at SBHC; 
The County will conduct retrospective Mental Health Plan payment authorization of 
the covered services provided to County patients at SBHC; 
In recognition of future Medi-Cal Disproportionate Share Hospital (DSH) payments 
made for each such State fiscal year, DMC shall credit County the following amounts 
towards the County's uninsured liability for uninsured beds: 
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Year One: $300,000 
Year Two: $750,000 
Year Three: $750,000 
Year Four and thereafter: $600,000 

Any DSH credit for a partial County fiscal year of this agreement will be pro rated 
accordingly. 

The County and DMC will collaborate on case management of the covered services 
provided to County patients. County and DMC will meet no less frequently than monthly 
to review County patient files, quality of care and proposed treatment protocols. DMC 
shall at all times meet all State and Federal requirements, as well as accreditation 
standards of the Joint Committee on Accreditation of Healthcare Organizations, relative 
to the quality of care provided to County patients admitted to SBHC. 

Omnibus Agreement. This agreement between the County and DMC, effective 
November 30, 1997, provides for a lease agreement on SBHC, an inpatient hospital 
services agreement, an affiliation agreement and a detention facilities subcontract. It is 
the Omnibus Agreement that has allowed SBHC to operate under the acute care 
hospital license of DMC since the closure of the Stanislaus Medical Center, in 1997. 
The Omnibus Agreement will be amended to reflect the sale of SBHC to Doctors 
Medical Center. 

Inpatient Agreement. This agreement, effective November 30, 1997, provides for 
Doctors Medical Center to assume the County's obligation to provide inpatient care in 
an acute hospital setting in the same manner and with the same services and quality 
standards equal to or better than provided by Stanislaus Medical Center. It also 
provides guaranteed access at DMC cost, of the first 2,200 Medically Indigent Adult 
(MIA) inpatient days, credit for MIA inpatient days below 2,200, coordination of activities 
between the County and DMC on admission and discharge policies, utilization review 
and quality management policies, compliance with all regulatory, reimbursement and 
accreditation approvals, and coordination of inpatient services with clinics, jail, coroner 
and juvenile hall. 

The lnpatient Agreement will be amended to eliminate sections 3.l(b), 3.l(c) and 
Exhibit E. Sections 3.l(b) and (c) provide for reviews of the 2,200 MIA inpatient days in 
the event that the number of days required an adjustment. Exhibit E provided examples 
of formulas to adjust the number of MIA inpatient days provided by DMC. Elimination of 
these sections and the Exhibit will not impact the provision of 2,200 MIA inpatient days 
by DMC to County patients. 
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Lease Agreement. This agreement, effective November 30, 1 997, provided for the 
previous lease of SBHC to DMC and in return allowed SBHC to operate under the DMC 
license. This agreement will be terminated upon the final sales transaction date. 

Management A~reement. This agreement, effective November 30, 1997 and 
subsequently amended in August 2004, provided for the licensure of SBHC as a distinct 
unit of DMC and required the County to manage and staff the facility. This agreement 
will be terminated upon the final sales transaction date. 

It is recommended that the Board approved the Asset Purchase Agreement and 
Settlement and Release Agreement, and authorize the Chief Executive Officer and 
Director of Behavioral Health and Recovery Services to execute the Physicians 
Services Agreement, the Provider Agreement, the List of Schedules and Exhibits and 
other documents necessary for the transaction to be completed, the lnterim 
Reimbursement Agreement and the necessary amendments to the Omnibus and 
lnpatient Agreements, and to terminate the existing Lease and Management Services 
Agreements. It is further recommended that the Chief Executive Officer be authorized 
to make such amendments to the Agreements so long as the further revisions do not 
materially modify the terms thereof or the conditions set forth in this approval and 
authorization. 

Actions Related to the Transition of SBHC to DMC 

There may be a need for an lnterim Reimbursement Agreement, as necessary with 
Doctors Medical Center for county services needed for an interim period to ensure 
orderly transition of operations until December 1, 2007. It is requested that authority be 
granted to the Chief Executive Officer and the Director of Behavioral Health and 
Recovery Services to enter into and execute such an agreement with Doctors Medical 
Center. 

On September 30, 2007 Behavioral Health and Recovery Services gave contractors at 
SBHC 30-days notice that the contracts would be terminating on October 31, 2007. The 
Department has been coordinating a transition from its contract services to those 
provided by Doctors Medical Center. It is anticipated that there will be no gap in service 
provision and that DMC will be able to assume services on November 1, 2007. 
However, as a precaution, the Department is requesting authorization to extend service 
contracts, as needed, through November 30, 2007. 

Designation of 72 Hour Holding 

In 1967, California enacted the Lanterman-Petris-Short (LPS) Act, which establishes 
clear standards and limitations regarding holding, involuntarily, persons with mental 
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disorders, or who are believed to be such. In order to be held involuntarily, there must 
be probable cause that, because of a mental disorder, the person is a danger to him or 
herself, a danger to others, or gravely disabled and unable to provide for hislher 
personal needs for food, clothing andlor shelter. Under California Welfare and 
Institutions code 5150, only the following individuals can initiate an involuntary hold: 
mental health professionals approved by the county who have completed and passed 
training; selected members of attending staff at evaluation facilities and hospitals that 
are designated for involuntary detainment by the county; or peace officers, including 
Sheriff Deputies, State Park Rangers, and State University Peace Officers. 

Stanislaus Behavioral Health Center is a licensed inpatient facility, designated by both 
the County and State to provide 72-hour treatment and evaluation services. It is 
requested that the Board of Supervisors designate Doctors Medical Center of Modesto, 
as the new owner and operator of Stanislaus Behavioral Health Center, as a 72-hour 
treatment and evaluation facility pursuant to Welfare and lnstitutions Code 5150. It is 
also requested that appropriate Doctors Medical Center of Modesto staff of Stanislaus 
Behavioral Health Center, as provided in statute, be designated as individuals 
authorized to perform 51 50 assessments upon completion of required training. 

POLICY ISSUES: 

The sale and transition of Stanislaus Behavioral Health Center to Doctors Medical 
Center supports the Board's priorities of a safe community, a healthy community, and 
efficient delivery of public services. 

STAFFING IMPACT: 

Currently there are 122 allocated full time positions dedicated to the Stanislaus 
Behavioral Health Center budget. On July 10, 2007 the Board approved the 
recommendation to delete 11 5 positions and transfer the remaining seven positions 
from the SBHC budget unit. At the time of the original recommendation, 67 of the 115 
positions were filled and were also approved for a reduction in force action. These 
changes were to be effective upon the transition of SBHC operations to Doctors Medical 
Center, no earlier than September 1, 2007 and no later than October 1, 2007. On 
August 21, 2007, the Board approved a recommendation to extend the effective date of 
the reduction in force to be no earlier than September 1, 2007 and no later than 
November 1,2007. 

As a result of staffing transfers and employee attrition, there are currently 54 filled 
positions and 61 vacant positions of the original 115 positions approved for deletion. 
Based on the final projection of the transition date of SBHC operations to Doctors 
Medical Center, it is recommended that the effective date of the deletion of the 115 



Approval of the Agreement for the Sale of the Stanislaus Behavioral Health Center (SBHC), Psychiatric Inpatient Facility at 1501 
Claus Road in Modesto, CA to Doctors Medical Center (DMC) and the Settlement and Release Agreement for Federal 
Reimbursement Funding (Disproportionate Share Hospital, or DSH Funding); Authorization for the Chief Executive Officer and 
Director of Behavioral Health and Recovery Services to Negotiate and Execute the Physicians Services Agreement for Psychiatrist 
Services, Provider Agreement, and Interim Reimbursement; Amend the Existing Agreements with DMC for the Operation of SBHC 
and Terminate the Existing Lease Agreement and Management Agreement; Extend the Reduction In-Force Effective Date of 
November I, 2007 to no later than November 30, 2007; Approval of the Designation of DMC as a Facility for 72-Hour Treatment 
and Evaluation for Stanislaus County, And Related Actions 
Page 12 

positions and the reduction in force of 54 filled positions be extended to no earlier than 
November 1,2007 and no later than November 30,2007. 

Staff has continued to work with individual employees impacted by this action to identify 
alternative vacant positions within BHRS and in other County departments where 
available. BHRS has identified approximately 20 vacancies to assist in transferring 
employees from deleted positions. The Department has also facilitated meetings 
between employees and Doctors Medical Center regarding available employment 
opportunities necessary to maintain continued operation of the Stanislaus Behavioral 
Health Center. 

Based on the reduction of staff at SBHC, the administrative support unit within BHRS 
will be restructured and will result in the deletion of two Confidential Assistant Ill 
positions. The deletion of one of those impacted confidential positions will require the 
impacted employee to transfer to a vacant classified Staff Services Technician position 
resulting in a reduction in pay. The salary range for a Staff Services Technician is 
within the broad-banded salary range for a Confidential Assistant Ill and therefore it is 
recommended that the transferred employee receive a "y-rate" designation per existing 
County policy. This "y-rate" designation will allow the impacted employee to maintain 
their current base salary level while transferring from unclassified to classified service. 



Attachment A 

Behaivoral Health and Recovery Services 
Stanislaus Behavioral Health Center (SBHC) 

Recommended Position Transfers and Deletions 

Filled1 
Position Allocated Classification Vacant Filled Classification Recommendation 

00007027 l ~ d m i n  Clerk II l~ i l l ed  l ~ d m i n  Clerk II 1 Delete I 

00007025 
00007026 

00007033 l ~ d m i n  Clerk Ill l ~acan t  I 1 ~ e l e t e  I 

Admin Clerk II 
Admin Clerk II 

00009661 
00003008 

000001 23 l~ l in ica l  Sew Tech II 1 ~ i l l ed  l~ l in ica l  Sew Tech I 1 ~ e l e t e  I 

Vacant 
Vacant 

Admin clerk Ill 
Admin Clerk Ill 

00001 665 
00000114 

Delete 
Delete 

00006365 1 clinical Sew Tech II 1 Filled 1 clinical Serv Tech I 1 ~ e l e t e  I 

Filled 
Vacant 

Assoc Director 
Clinical ServTech II 

000001 54 
00000648 

000001 80 1 clinical Serv Tech I I l ~acan t  I 1 Delete I 

Admin Clerk II 

Vacant 
Vacant 

Clinical Sew Tech I I 
Clinical Sew Tech II 

0000701 4 
00009667 

Delete 
Delete 

Delete 
Delete 

Filled 
Filled 

Clinical Sew Tech II 
Clinical Serv Tech II 

-- 

00000340 
00000498 
00006387 

0000701 9 1 clinical Sew Tech I I 1 ~ i l l ed  l~ l in ica l  Sew Tech II 1 Delete I 

00007009 
0000701 0 
0000701 2 

Clinical Sew Tech I 
Clinical Sew Tech I 

Filled 
Vacant 

Clinical SG Tech 11- 
Clinical Serv Tech II 
Clinical Serv Tech II 

00008990 l~ l in ica l  Serv Tech II 1 Filled !clinical Sew Tech II 1 Delete I 

Delete 
Delete 

Clinical Sew Tech II 
Clinical Serv Tech II 
Clinical Serv Tech II 

00007020 
00007021 

Clinical Sew Tech I 

~ i l c d  
Vacant 
Vacant 

Delete 
Delete 

-- 

Filled 
Filled 
Filled 

Clinical Sew Tech II 
Clinical Sew Tech II 

00009463 
00009465 
00009546 

00009665 

clinical Sew Tech II 
- 

0 0 0 1  0036 
I 0001 0037 

Delete 
Delete 
Delete 

- 

~ l h i c a l  Sew Tech II 
Clinical Sew Tech II 
Clinical Sew Tech II 

Filled 
Filled 

Clinical Sew Tech II 
Clinical Serv Tech II 
Clinical Sew Tech I I 
Clinical Sew Tech II 

-- 

00010038 
0001 0039 

00006386 l~ l in ica l  Sew Tech II l ~acan t  I 1 Delete I 

-- - 

Delete 
Delete 
Delete 

Clinical Sew Tech II 
Clinical Serv Tech II 

0001 0040 
00000483 
00000489 

Clinical Sew Tech II 
Clinical Sew Tech II 

Filled 
Vacant 
Filled 
Filled 

Clinical ~ G T e c h  1 1  
Clinical Sew Tech I I 

All recommendations are effective no earlier than November 1, 2007 and no later than November 30, 2007, based 
upon the final transition of SBHC operations to Doctors Medical Center. 

Delete 
Delete 

Filled 
Filled 

Clinical Sew Tech II 
Clinical Serv Tech II 
Clinical Sew Tech I I 

Clinical Sew Tech II 

Clinical Sew Tech II 
Clinical Sew Tech II 

Filled 
Filled 

00006651 
0000701 5 
0000701 6 
0000701 7 
0000701 8 

Delete 
Delete 
Delete 
Delete 

Clinical Sew Tech II 
Clinical Serv Tech II 

Filled 
Vacant 
Vacant 

- 

Vacant 
Vacant 
Vacant 
Vacant 
Vacant 

Clinical Sew Tech II 
Clinical Serv Tech I I 
Clinical Sew Tech II 
Clinical Serv Tech I I 
Clinical Sew Tech II 

Delete 
Delete 

Clinical Sew Tech II 
Clinical Sew Tech II 

Delete 
Delete 

Clinical Serv Tech II 

- 

Delete 
Delete 
Delete 

Delete 
Delete 
Delete 
Delete 
Delete 



Attachment A 

Behaivoral Health and Recovery Services 
Stanislaus Behavioral Health Center (SBHC) 

Recommended Position Transfers and Deletions 

Filled1 
Position Allocated Classification Vacant Filled Classification Recommendation 

All recommendations are effective no earlier than November 7, 2007 and no later than November 30, 2007, based 
upon the final transition of SBHC operations to Doctors Medical Center. 

00009464 
00009664 
00009666 
0001 0034 
0001 0035 
00007032 
00007043 
00007030 
0001 1 194 
000001 93 
0000021 5 
00007004 
00007005 
00007002 
00007003 
00000365 
00001955 
00007023 
00007024 
00010720 
00000448 
00002027 
00001 884 
00009669 
0001 071 9 
00001 925 
00001 985 
0000201 7 
00005846 
00006874 
00006875 
00007007 
00007036 
0001 0702 
0001 0705 
0001 0707 
0001 0709 
0001 071 0 
0001 071 2 
0001 071 3 
00006872 
00007008 

Clinical Serv Tech II 
Clinical Serv Tech II 
Clinical Serv Tech II 
Clinical Serv Tech I I 
Clinical Serv Tech II 
Confidential Assistant Ill 
Confidential Assistant Ill 
Hospital Administrator 
Manager ll 
MH Clinician II 
MH Clinician II 
MH Clinician II 
MH Clinician II 
MH Clinician II 
MH Clinician II 
MH Clinician II 
MH Clinician II 
Nurse Mgr 
Nurse Mgr 
Nurse Mgr 
PhyslOccupational Therapis' 
Psychiatric Nurse II 
Psychiatric Nurse I I 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I I  
Psychiatric Nurse I I 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I I 
Psychiatric Nurse I1 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 

Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Filled 
Filled 
Vacant 
Vacant 
Filled 
Filled 
Filled 
Vacant 
Filled 
Filled 
Vacant 
Vacant 
Filled 
Vacant 
Vacant 
Vacant 
Filled 
Filled 
Filled 
Vacant 
Filled 
Vacant 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Vacant 
Filled 
Filled 
Filled 

Confidential Assistant Ill 
Confidential Assistant Ill 

MH Clinician I 
MH Clinician I 
MH Clinician I 

MH Clinician II 
MH Clinician II 

Nurse Mgr 

LVN II 
LVN Ill 
LVN Ill 

Psychiatric Nurse II 

Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I I 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 

Psychiatric Nurse II 
Psychiatric Tech 
Psychiatric Tech 

Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 



Attachment A 

Behaivoral Health and Recovery Services 
Stanislaus Behavioral Health Center (SBHC) 

Recommended Position Transfers and Deletions 

It is also recommended that the incumbent in Confidential Assistant Ill Position #00007043 received a "Y-rate" 
designation upon transfer to vacant Staff Services Technician position. 

Position 
0001 0703 
0001 0706 
0001 0708 
0000041 3 
00001 928 
00001 936 
00002006 
00006221 
00006385 
00006389 
00006870 
00006873 
00006876 
00007457 
00009466 
00009668 
0001 0701 
0001 0704 
0001 071 1 
0001 071 4 
0001 071 5 
0001 071 6 
0001 071 7 
0001 071 8 
00009544 
00009670 
00009671 
00009545 
00009672 
00009470 
00009471 
00009473 
0001 0325 
0001 0326 
00009474 
00009475 
00007022 
00009662 

All recommendations are effective no earlier than November I ,  2007 and no later than November 30, 2007, based 
upon the final transition of SBHC operations to Doctors Medical Center. 

Allocated Classification 
Psychiatric Nurse II 
Psychiatric Nurse I1 
Psychiatric Nurse I I 
Psychiatric Nurse I1 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I I 
Psychiatric Nurse I I 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I I 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse I1 
Psychiatric Nurse I I 
Psychiatric Nurse I1 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Nurse II 
Psychiatric Tech 
Psychiatric Tech 
Psychiatric Tech 
Psychiatric Tech 
Psychiatric Tech 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Recreational Therapist 
Staff Serv Tech 

Filled1 
Vacant 

Filled 
Vacant 
Filled 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Vacant 
Filled 
Filled 
Vacant 
Vacant 
Filled 
Filled 
Filled 
Filled 
Filled 
Filled 
Vacant 
Vacant 
Vacant 
Vacant 

Filled Classification 
Psychiatric Tech 

Psychiatric Tech 

Psychiatric Tech 
Psychiatric Tech 

Psychiatric Tech 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 
Psychiatrist 

Recommendation 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Delete 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Transfer to BHRS Fund 1504 
Delete 
Delete 



THE BOARD OF SUPERVISORS OF THE COUNTY OF STANISLAUS 
STATE OF CALIFORNIA 

Date: October 23, 2007 No. 2007-841 

On motion of Supervisor ............ M~nteJth .......................... Seconded by Supervisor .................. Gro.v.er ................................................................ 
and approved by the following vote, 
Ayes: Supervisors: Mayfield, Grover Monteith and DeMartini ...................................................................................................... 2 ................................ ? ........................................................................................................................................ 
Noes: Supervisors: None .. 
Excused or Absent: Supervisors: Chairman O'Brien ........................................................................................................................................................................................................................................... 
Abstaining: Supervisor: None ....................................................................................................................................................................................................................................................................... 

........ .................................... 
THE FOLLOWING RESOLUTION WAS ADOPTED: 

Item # *B-.7 

DESIGNATION OF DOCTORS MEDICAL CENTER OF MODEST0 AS A FACILITY FOR 72-HOUR 
TREATMENT AND EVALUATION 

WHEREAS, California Welfare and lnstitutions Code 5150, et.seq. specifies that any person, as a 
result of mental disorder, that is in danger to himlherself or others may be placed in a facility 
designated by the County and approved by the State of California for 72-hour treatment and 
evaluation; and 
WHEREAS, individuals designated to assess the need for 72-hour treatment and evaluation include 
staff of an evaluation facility, designated members of a mobile crisis team, peace officers, and other 
staff as designated by the County; and 
WHEREAS, Stanislaus Behavioral Health Center is designated by the County and State of California 
as a 72-hour treatment and evaluation facility; and 
WHEREAS, Doctors Medical Center of Modesto has committed to purchase Stanislaus Behavioral 
Health Center; and 
WHEREAS, Doctors Medical Center of Modesto has committed to operate Stanislaus Behavioral 
Health Center as a 72-hour treatment and evaluation facility; and 
WHEREAS, Doctors Medical Center of Modesto has staff who meet the requirements of Welfare and 
lnstitutions Code 5150 to be individuals designated to determine probable cause for placement in a 
72-hour facility; and 
WHEREAS, Doctors Medical Center of  odes st oh as committed to meet the minimum staffing 
requirements for an inpatient facility, as specified in California Code of Regulations, title 9, Article 10, 
Section 663; 
NOW, THEREFORE, BE IT RESOLVED, that the Stanislaus County Board of Supervisors, in 
accordance with California Welfare and lnstitutions Code Section 71 00, designates the division of 
Doctors Medical Center of Modesto, doing business as Stanislaus Behavioral Health Center, located at 
1501 Claus Road, Modesto, California, as a 51 50 facility for the detention, supervision, care, and 
treatment of persons who are mentally disordered, or who are alleged to be such, effective November 
1, 2007. FURTHERMORE, the Board, to the best of its knowledge and belief, attests that this facility 
meets the minimum staff requirements for inpatient services in accordance with California Code of 
Regulations, Title 9, Article 10, Section 663. 

ATTEST: CHRISTINE FERRARO TALLMAN, Clerk 
Stanislaus County Board of Supervisors, 
Statmf  California -A 

File No. 



See attached. 

Exhibit 1.4.12 
Settlement Agreement 



SETTLEMENT AND RELEASE AGREEMENT 

THIS SETTLEMENT AND RELEASE AGREEMENT (the "Settlement") is made and 
entered into effective as of the 1st day of November, 2007 (the "Effective Date"), by and 
between County of Stanislaus, a political subdivision of the State of California ("County") and 
Doctors Medical Center of Modesto, Inc., a California corporation ("DMC"). 

R E C I T A L S  

A. County and DMC are the only parties to that certain Facility Management 
Agreement dated June 1, 2004 (which replaced a similar agreement with an affiliate of DMC 
dated November 30, 1997) (the "Management Agreement"). 

B. Pursuant to Schedule 8 of the Management Agreement, County is entitled to 
retain, as a management fee, all "Net Revenues" (as defined in the Management Agreement) 
generated by the operation of the acute psychiatric hospital located at 1501 Claus Road, 
Modesto, California (the "Facility") during the term of the Management Agreement. 

C. County and DMC dispute whether and the extent to which Medi-Cal 
Disproportionate Share Hospital ("DSH") proceeds received and/or owing to DMC are due to 
and should be paid to County pursuant to Schedule 8 of the Management Agreement. County 
and DMC desire to resolve such dispute on the terrns specified below. 

D. County and DMC are the only parties to that certain Inpatient Hospital Services 
Agreement dated November 30, 1997 (which was executed by the legal entity that operated 
DMC at that time) (the "Inpatient Agreement''). 

E. Pursuant to Section 3 of the Inpatient Agreement, County and/or DMC is 
obligated to pay and/or credit the other party for inpatient days provided to eligible indigents in 
excess of (andlor less than) two thousand two hundred (2,200) inpatient days per contract year. 

F. County and DMC dispute whether and the extent to which amounts are owing by 
one party to the other party pursuant to Section 3 of the Inpatient Agreement. County and DMC 
desire to resolve such dispute on the terms specified below. 

G. County and DMC desire to enter into this Settlement in order for (1) County to 
release DMC from any and all past, present and future claims and liabilities based on any 
allegation that DMC or its affiliate owe Medi-Cal DSH payments to County pursuant to the 
Management Agreement or any other agreement in place between the County and DMC or its 
affiliates prior to the Effective Date, and (2) each party to release the other party from any and all 
past, present and future claims and liabilities based on any allegation that either party is owed 
any amounts from the other party pursuant to Section 3 of the Inpatient Agreement. 

H. County and DMC have entered into this Settlement with the express 
understanding that this Settlement is not intended to induce or require, and is not conditioned 



upon any referral, purchase, ordering or arranging for any item or medical service by either party 
to the other party. 

NOW, THEREFORE, in consideration of the above recitals, the terms and conditions 
hereinafter set forth, and other good and valuable consideration, the receipt and adequacy of 
which are hereby acknowledged, and for their mutual reliance, County and DMC do hereby 
agree to enter into this Settlement in accordance with the following: 

1. Payment. Within fifteen (1 5 )  business days of the Effective Date, DMC shall pay 
to County an amount equal to Five Hundred Fifty Thousand Dollars ($550,000) by electronic 
wire transfer pursuant to wiring instructions supplied to DMC by County. The foregoing amount 
is in addition to the amounts previously paid by DMC to County in connection with the Medi- 
cal  DSH payments pursuant to the Management Agreement. 

2. New Documents. 

(a) Provider Agreement. On or after the Effective Date, County and DMC 
shall execute and deliver to the other party a new "Provider Agreement," which Provider Care 
Agreement will set forth any and all obligations of DMC to credit County with any Medi-Cal 
DSH payments received by DMC in the future relating to the operation of the Facility following 
the Effective Date. 

(b) Inpatient Agreement Amendment. On or after the Effective Date, County 
and DMC shall execute and deliver to the other party a new "Amendment" to the Inpatient 
Agreement, which Amendment will eliminate Sections 3.1 (b) and 3.1 (c), and Exhibit E fi-om the 
Inpatient Agreement, and provide that DMC's obligation in the current contract year (and in all 
future contract years) is to provide two thousand two hundred (2,200) inpatient days to eligible 
indigents without charge to County. 

3. Costs and Expenses. Each party shall bear its own costs and expenses in 
connection with this Settlement, the negotiations that have transpired prior to the execution of 
this Settlement, and all costs associated with the other actions described in this Settlement. 

4. Additional Actions. County and DMC hereby agree to take all M h e r  actions 
reasonably necessary to effect the requirements of this Settlement. 

5 .  Release of All Claims. County and DMC, including their respective affiliates, 
officers, employees and agents (collectively, the "Releasing Party"), each hereby fully releases 
and forever discharges, to the fullest extent permissible by law, the other party, including its 
respective affiliates, officers, employees and agents (collectively, the "Released Party"), from 
any and all claims and liabilities, whether known or unknown, in contract, tort or otherwise, and 
for any and all past, present and hture damages, actual or exemplary, that the Releasing Party 
has, or may have, against the Released Party relating either directly or indirectly to (a) any Medi- 
cal  DSH payment to which County may be entitled pursuant to the Management Agreement or 
any other agreement between County and DMC or its affiliates for any period prior to the 
Effective Date, and (b) amounts that may be owing pursuant to Section 3 of the Inpatient 



Agreement (collectively, the "Released Claims"), and County and DMC each hereby further 
covenants not to sue or to institute or cause to be instituted or allow (to the extent possible) any 
action in any federal, state or local agency or any court or other tribunal against the other party, 
concerning the Released Claims. For purposes of this Settlement, "afJiate" shall mean any 
entity controlled by, controlling or under common control with any Releasing Party or any 
Released Party. 

6. Acknowledgement. County and DMC hereby expressly acknowledge that each 
party has read and understood this Settlement and has entered into it voluntarily and without 
coercion. County and DMC further acknowledge and represent that each party is entering into 
this Settlement with full knowledge and understanding that in exchange for the benefits to be 
received as described herein, each party is giving up certain valuable rights that such party may 
now have or may later acquire, and is fully and completely waiving any and all rights which such 
party has or may have under California Civil Code Section 1542, which states: 

"A general release does not extend to claims which the creditor 
does not know or suspect to exist in his favor at the time of 
executing the release, which if known to him must have 
materially affected his settlement with the debtor." 

7. Confidentiality. Except as otherwise required by California open meeting and 
public records laws, or as otherwise required by law, neither party shall disclose this Settlement 
or any of its terms to any third party without the prior written consent of the other party. To the 
extent that any information contained in this Settlement becomes part of the public domain, 
either party may thereafter freely disclose such information to third parties without the other 
party's prior written consent. 

8. Representations and Warranties. County and DMC each have all requisite power 
and authority to execute and enter into this Settlement. The execution, delivery and performance 
by County and DMC of this Settlement have been duly authorized by all necessary action on the 
part of each party, and when executed and delivered by each party to the other party, this 
Settlement shall be a legal, valid and binding agreement between the parties, enforceable against 
each party in accordance with its terms. The execution, delivery and performance of this 
Settlement does not and will not violate any obligation of either party under any other instrument 
or agreement to which either party is a party or by which either party is bound. 

9. Integration Provisions. County and DMC hereby agree that the foregoing is a true 
and correct statement of the settlement and release of claims between the parties and that this 
Settlement supersedes and replaces any and all previous understandings, commitments or 
agreements, oral or written, relating to the release of the Released Claims. 

10. Applicable Law. This Settlement shall be construed and any disputes as to its 
performance shall be determined in accordance with the laws of the State of California. 

11. Attorneys' Fees. In the event of any litigation concerning this Settlement, the 
prevailing party shall be entitled to recover its costs and expenses, including expert witness fees 
and reasonable attorneys' fees. 



12. Waiver. Waiver of one breach of the provisions of this Settlement shall not be 
deemed a waiver of any other breach of any provision of this Settlement. 

13. Amendments. The terms of this Settlement can be amended or modified in 
writing only, and must be signed by a duly authorized representative of each party. 

14. No Admission. This Settlement is the result of a compromise and shall never at 
any time for any purpose be considered as an admission of liability on the part of either party 
hereto, and each party hereto denies any liability to the other party, and each party hereto further 
agrees not to represent to any other person or entity that this Settlement, or any of the provisions 
contained herein, represents an admission of any liability on the part of the other party. 

15. Notices. Any notice, demand or communication required, permitted, or desired to 
be given hereunder shall be deemed effectively given when personally delivered, when received 
by telegraphic or other electronic means (including facsimile) or overnight courier, or five (5) 
calendar days after being deposited in the United States mail, with postage prepaid thereon, 
certified or registered mail, return receipt requested, addressed as follows: 

If to County: County of Stanislaus 
101 0 10th Street, Suite 6800 
Modesto, California 95354 
Attention: Chief Executive Officer 
Facsimile No.: (209) 525-4033 

With a copy to: Stanislaus County Counsel 
101 0 10th Street, Suite 6400 
Modesto, California 95354 
Attention: County Counsel 
Facsimile No.: (209) 525-4473 

If to DMC: Doctors Medical Center of Modesto, Inc. 
144 1 Florida Avenue 
Modesto, California 95352 
Attention: Chief Executive Officer 
Facsimile No.: (209) 576-3680 

With a copy to: Tenet Healthsystem 
13737 Noel Road, Suite 100 
Dallas, Texas 75240 
Attention: General Counsel 
Facsimile No.: (469) 893-22 14 

or at such other address as one party may designate by notice hereunder to the other party. 



16. Counterparts. This Settlement may be executed in any number of counterparts, 
each of which shall be deemed to be an original, but all of which together shall constitute one 
and the same instrument. 

IN WITNESS WHEREOF, the parties hereto have executed this Settlement through 
their duly authorized representatives effective as of the Effective Date. 

COUNTY: DMC: 

County of Stanislaus, a political Doctors Medical Center of Modesto, 
subdivision of the State of California Inc., a California corporation 

By: 
Richard W. Robinson, 
Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

President f 



16. Counterparts. This Settlement may be executed in any number of counterparts, 
each of which shall be deemed to be an original, but all of which together shall constitute one 
and the same instrument. 

IN WITNESS WHEREOF, the parties hereto have executed this Settlement through 
their duly authorized representatives effective as of the Effective Date. 

COUNTY: DMC: 

County of Stanislaus, a political Doctors Medical Center of Modesto, 
subdivision of the State of California Inc., a California corporation 

By: LC, , % B ~ :  
Richard W. Robinson, 
Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

Dennis M. Litos, 
President 



OFFICER'S CERTIFICATE - PURCHASER 

I, Dennis M. Litos, as President of Doctors Medical Center of Modesto, Inc., a California 
corporation ("Purchaser") hereby certify to County of Stanislaus, a political subdivision of the 
State of California ("Seller") that: 

1. This Certificate is delivered as contemplated by that certain Asset Purchase 
Agreement dated as of October 3 1,2007 (the "Agreement"), by and between Purchaser and 
Seller. 

2. Purchaser has in all material respects performed or complied with each and all of 
the obligations, covenants, agreements and conditions required to be performed or complied with 
by Purchaser under the Agreement, on or prior to the date hereof. 

3. The representations and warranties of Purchaser contained in Article 3 of the 
Agreement are true and correct in all material respects on the date hereof. 

4. Purchaser has received approval Erom all governmental agencies whose approval 
is required to complete the transactions contemplated by the Agreement. 

5.  Except for any conditions waived in writing by Purchaser, all of the conditions 
contained in Article 7 of the Agreement have been satisfied. 

IN WITNESS WHEREOF, I have hereunto set my hand as of the 3 1 st day of October, 
2007. 

Doctors Medical Center of Modesto, Inc., a 
California corporation 

President 



OFFICER'S CERTIFICATE - SELLER 

I, Richard W. Robinson, as Chief Executive Officer of the County of Stanislaus, a 
political subdivision of the State of California ("Seller"), hereby certify to Doctor's Medical 
Center of Modesto, Inc., a California corporation ("Purchaser7') that: 

1. This Certificate is delivered as contemplated by that certain Asset Purchase 
Agreement dated as of October 3 1,2007 (the "Agreement"), by and between Seller and 
Purchaser. 

2. Seller has in all material respects performed or complied with each and all of the 
obligations, covenants, agreements and conditions required to be performed or complied with by 
Seller under the Agreement, on or prior to the date hereof. 

3. The representations and warranties of Seller contained in Article 2 of the 
Agreement are true and correct in all material respects on the date hereof. 

4. Seller has received approval from all governmental agencies whose approval is 
required to complete the transactions contemplated by the Agreement. 

5.  Except for any conditions waived in writing by Seller, all of the conditions 
contained in Article 6 of the Agreement have been satisfied. 

IN WITNESS WHEREOF, I have hereunto set my hand as of the 3 1 st day of October, 
2007. 

The County of Stanislaus, a political subdivision of 
the State of California 

Name: Richard W. Robinson 
Its: Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 



CERTIFICATE OF SECRETARY 
OF 

DOCTORS MEDICAL CENTER OF MODESTO, INC., 
A CALIFORNIA CORPORATION 

I, Caitlin M. Larsen, being the duly elected acting Secretary of Doctors Medical Center of 
Modesto, Inc., a California corporation (the "Corporation"), hereby certify as follows: 

1. The following Resolutions were duly adopted by written consent of the sole 
director of the Corporation effective as of October 24,2007; said Resolutions have not been 
amended or rescinded, and said Resolutions remain in full force and effect as of the date of this 
Certificate: 

RESOLVED, that the Corporation, be, and it hereby is, in connection with that certain 
Asset Purchase Agreement dated October 3 1,2007 (the "Agreement") between 
Corporation and County of Stanislaus, a political subdivision of the State of California 
("Seller"), authorized to accept transfer of substantially all of the assets used in the 
operation of Stanislaus Behavioral Health Center (including the Assets and the Assumed 
Obligations, as such terms are defined in the Agreement) from Seller, for the 
consideration and upon the terms and conditions set forth in the Agreement. 

RESOLVED, FURTHER, that the officers and authorized signatories of the Corporation 
be, and they hereby are, acting alone, authorized and directed on behalf of the 
Corporation, to execute and deliver the Agreement and all instruments and documents 
required to be executed and delivered pursuant to the Agreement, with any changes 
approved by the officer or authorized signatory executing them, the execution and 
delivery of the Agreement and any ancillary instruments and documents being conclusive 
evidence of this approval; and to take all other steps and perform all other acts as such 
officer or authorized signatory shall deem necessary or appropriate to carry out the 
foregoing resolutions. 

RESOLVED, FURTHER, that all actions previously taken by the officers or authorized 
signatories of the Corporation in connection with the Agreement are hereby approved, 
ratified, and confirmed in all respects. 



2. The persons named below are the duly elected, qualified and acting officers of the 
Corporation as of the date of this Certificate, and the signature set forth opposite each such name 
is that person's genuine signature: 

Name Position Signature 

Dennis M. Litos 

Douglas Rabe 

President 

Vice President 

[REMAINDER OF PAGE IS BLANK] 



IN WITNESS WHEREOF, I hereunto affix my signature as of the 3 1 st day of October, 
2007. 

Secretary 



CERTIFICATE OF CLERK 
OF THE BOARD OF SUPERVISORS 

OF 
THE COUNTY OF STANISLAUS 

I, Chnstine Ferraro Tallman, being the Clerk of the Board of Supervisors for the County of 
Stanislaus, a political subdivision of the State of California (the "County"), hereby certify as 
follows: 

1. The Agenda Item attached hereto was duly adopted by the Board of Supervisors 
on October 23,2007; said Agenda Item has not been amended or rescinded, and said Agenda 
Item remains in full force and effect as of the date of this Certificate: 

2. Pursuant to said Agenda Item, the County is authorized to transfer substantially 
all of the assets used in the operation of Stanislaus Behavioral Health Center located at 1501 
Claus Road, Modesto, California (including the Assets and the Assumed Obligations, as such 
terms are defined in the Asset Purchase Agreement dated October 3 l,2007("Agreement")) to 
Doctors Medical Center of Modesto, Inc., a California corporation, for the consideration and 
upon the terms and conditions set forth in the Agreement. 

3. Said Agenda Item authorizes Richard W. Robinson, the Chief Executive Officer 
of the County, and/or Denise C. Hunt, RN, MFT, Behavioral Health Director, to execute and 
deliver the Asset Purchase Agreement and all instruments and documents required to be 
executed and delivered pursuant to the Agreement, with any changes approved by them, the 
execution and delivery of the Agreement and any ancillary instruments and documents being 
conclusive evidence of this approval; and to take all other steps and perform all other acts as they 
shall deem necessary or appropriate to carry out the transaction approved in the Agenda Item. 

4. The persons named below duly hold the positions set forth below, and the 
signature set forth opposite each such name is that person's genuine signature: 

Name Position Signature 

Richard W. Robinson Chief Executive Officer 

Denise C. Hunt, RN, MFT Behavioral Health Director 



IN WITNESS WHEREOF, I hereunto affix my signature as of the 3 1 st day of October, 
2007. 

By: &$/J&J&&b 
Name: Chst ine  Ferraro Tallman 
Its: Clerk of the Board of Supervisors 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 



CERTIFICATE OF NON-FOREIGN 
STATUS BY ENTITY TRANSFEROR 

1. Section 1445 of the Internal Revenue Code provides that a transferee (buyer) of 
an interest in real property located in the United Sates must withhold tax if the 
transferor (seller) is a foreign personlentity. 

2. In order to inform each transferee that withholding of tax is not required upon 
disposition of a U.S. real property interest by County of Stanislaus, a political 
subdivision of the State of California (the "Transferor"), the Transferor hereby 
certifies, and declares by means of this certification, the following: 

A. The one item marked below is true and correct: 

i. The Transferor is not a nonresident alien foreign corporation, 
foreign partnership, foreign trust, or foreign estate (as these terms 
are defined in the Internal Revenue Code) for purposes of income 
taxation. 

. . 
11. The Transferor is a corporation incorporated under the laws of a 

foreign jurisdiction but has elected to be treated as a U.S. 
corporation under Section 897(i) of the Internal Revenue Code, 
AND HAS ATTACHED TO THIS CERTIFICATE A TRUE AND 
GENUINE COPY OF THE ACKNOWLEDGEMENT OF SUCH 
ELECTION ISSUED BY THE INTERNAL REVENUE 
SERVICE ("IRS"). 

B. The Transferor's tax identification number is: 

C. The Transferor's office address is: 1010 10th Street, Suite 6800, Modesto, 
California 95354. 

3. The Transferor understands that this certificate may be disclosed to the IRS by the 
transferee(s) and that any false statement contained in this certificate may be 
punished by fine or imprisonment (or both). 

The Transferor declares that it has examined this certification and to the best of its 
knowledge and belief it is true, correct, and complete. The Transferor further declares that the 
person executing this certification has the power and authority to do so on behalf of the 
Transferor. 

ORC 426358-1.072834.001 1 



EXECUTED in mI.r!Q,7)h , State of California, on e?&0\x f  2% ,2007. 

Transferor: 

COUNTY OF STANISLAUS, 
division of the State of California 

dp, \..L> a - - c - t < .  . - 
Name: Richard W. ~obinson  
Title: Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

ORC 426358-1.072834.001 1 



Stanislaus Behavioral Health Center - Settlement Statement 

Purchaser: Doctors Medical Center of Modesto, Inc. 
Seller: County of Stanislaus 
Closing Date: October 31, 2007 

Base purchase price under Section 1.2(a) 

Plus: 
Personal Property (Section 1.2(b)) 
Inventory (Section 1.2(c)) 

Purchase Price 

Less: 
Withhold Amount 
Real Property Tax Proration ($4,494.1 8 1231365 days) 
Personal Property Tax Proration (County is Exempt) 
One-half of appraisal costs 
One-half of ALTA survey costs 
One-half of Phase I Environmental costs 

Net Amount payable at Closing to Seller 

(320,000.00) 
(1,514.48) 

0.00 
TBD 
TBD 
TBD 

(321,514.48) 

Less: Disbursements to Chicago Title: 
Owner's Policy Title Premium (50%) (3,832.1 5) 
Endorsements (50%) (250.00) 
Natural Hazard Report (50%) (49.97) 
Inspection Fee (50%) (37.50) 
Transfer taxes (50%) (6,021.95) 
Estimated recording fees (50%) (50.00) 

SETTLEMENT WITH SELLER 
Balance due from Purchaser $1 0,741,333.52 

Plus: Disbursements to Chicago Title: 
Owner's Policy Title Premium (50%) 
Endorsements (50%) 
Natural Hazard Report (50%) 
lnspection Fee (50%) 
Transfer taxes (50%) 
Estimated recording fees (50%) 

SETTLEMENT WITH PURCHASER 
Balance due Seller $1 0,741,333.52 

1 Total disbursement to Chicago Title ($10,241 57)1 Total disbursement to Chicago Title $1 0,241.58 
I I 

Net Proceeds of Sale to Seller $10,731,091.95 Balance due from Purchaser at Closing $10,751,575.1 0 

[SIGNATURES CONTINUE ON NEXT PAGE] 
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Seller - County of Stanislaus Purchaser - Doctors Medical Center of Modesto, Inc. 
Name: 
Title: 

Michael H. Krausnick, County Counsel y 

Dated: October 31, 2007 Dated: October 31,2007 

Page 2 of 3 



- 
Seller - County f Stanisl us Purchaser - Doctors Medical Center of Modesto, Inc. 

3 f. ,J d. 'G%h~'nklc--c\ Name: y c  \C Name: 
4uS. c3F F r L<'& Title: C-k, t Q  $ IF,I(,G~L~ Title: 

APPROVED AS TO FORM: 

Dated: October 31, 2007 Dated: October 31, 2007 
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Wire l nstructions 

Bank: 
ABA Routing No.: 
Crediting: 

Account No: 
Reference: 
Attention: 

Bank: 
ABA Routing No.: 
Crediting: 
Account No: 
Reference: 

Attention: 

For 
Chicago Title 

Bank of America, Concord CA 
026-009-593 
Chicago Title Company 
700 S. Flower St., Ste. 3305 
Los Angeles, CA 9001 7 

12355-1 91 64 
NBU# 80701272-56; 1501 Claus Road, Modesto 
Susan Chio 

For 
Stanislaus County 

Bank of the West, Modesto CA 
121 100782 
Stanislaus County 
125009589 
Sale of Stanislaus Behavioral Health Center 
1501 Claus Road, Modesto, CA 
to Doctors Medical Center of Modesto, Inc. 
Gary C. Dial 
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State of California 
Secretary of State 

CERTIFICATE OF STATUS 
DOMESTIC CORPORATION 

I, DEBRA BOWEN, Secretary of State of the State of California, hereby certify: 

That on the 1 ITH day of JANUARY, 2001, DOCTORS MEDICAL CENTER OF 
MODESTO, INC. became incorporated under the laws of the State of California 
by filing its Articles of Incorporation in this office; and 

That said corporation's corporate powers, rights and privileges are not suspended 
on the records of this office; and 

That according to the records of this office, the said corporation is authorized to 
exercise all its corporate powers, rights and privileges and is in good legal 
standing in the State of California; and 

That no information is available in this office on the financial condition, business 
activity or practices of this corporation. 

IN WITNESS WHEREOF, I execute 
this certificate and affix the Great Seal 
of the State of California thisday of 
October 25, 2007. 

DEBRA BOWEN 
Secretary of State 

RC 

NP-25 (REV 1/2007) @ OSP 06 99731 
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ASSESSOR'S OFFICE 
Douglas Harms, Assessor 
1010 Tenth Street, Suite 2400 
Modesto, CA 95354 

S U ~ l n g t ~ b r  LiX Be% PRELIMINARY CHANGE OF OWNERSHIP REPORT 
r o  be completed by transferee (buyer) prior to transfer of subject property in accordance with section 480.3 of 
the Revenue and Taxation Code.] A Preliminary Change of Ownership Report must be filed with each 
conveyance in the County Recorder's office for the county where the property is located; this particular form 
may be used in all 58 counties of California. 

THIS REPORT IS NOT A PUBLIC DOCUMENT 

SELLERITRANSFEROR: Stainslaus County, a political subdivision of State of California 
BUYERITRANSFEREE: Doctors Medical Center of Modesto, Inc., a California corporation 
ASSESSOR'S PARCEL NUMBER(S) 068-042-012 

PROPERTY ADDRESS OR LOCATION: 1501 Claus Road, Modesto, CA 95355 

BOE-502-A (FRONT) REV. 8 (10-05) 

FOR RECORDER'S USE ONLY 1 

MAIL TAX INFORMATION TO: Name Richard B. Lee, Director, Property Tax 
Address Tenet Healthcare Corporation 

1000 South Freemont Avenue, Bldg A1 1 ,  Suite 26, Alhambra, CA 9 1803 
Phone Number (8 a.m.- 5 p.m.) ( ) 

NOTICE: A lien for property taxes applies to your property on January 1 of each year for the taxes owing in the following fiscal year, July 1 through June 30. One-half of these 
taxes is due November 1, and one-half is due February 1. The first installment becomes delinquent on December 10, and the second installment becomes delinquent on April 
10. One tax bill is mailed before November 1 to the owner of record. You may be responsible for the current or upcoming property taxes even if you do not 
receive the tax bill. 

The property which you acquired may be subject to a supplemental assessment in an amount to be determined by the Stanislaus County Assessor. For further information on 

your supplemental roll obligation, please call the Stanislaus County Assessor at 12091 525-6461 

PART I: TRANSFER INFORMATION  lease answer all questions) 
YES NO 

A. Is this transfer solely between husband and wife (addition of a spouse, death of a spouse, divorce settlement, etc.)? 
I. Is this transaction only a correction of the name(s) of the person(s) holding title to the property (for example, a name 

change upon marriage)? Please explain a C. Is this document recorded to create, terminate, or reconvey a lender's interest in the property? 
/( D. Is this transaction recorded only as a requirement for financing purposes or to create, terminate, or reconvey a security 

interest (e.g., cosigner)? Please explain 
E. Is this document recorded to substitute a trustee of a trust, mortgage, or other similar document? 

) ) F. Did this transfer result in the creation of a joint tenancy in which the seller (transferor) remains as one of the joint tenants? 
(1 FJ G. Does this transfer return property to the person who created the joint tenancy (original transferor)? 

H. Is this a transfer of property: 
Kl 1. to a revocable trust that may be revoked by the transferor and is for the benefit of the a t r a n s f e r o a  transferor's spouse? 

2. to a trust that may be revoked by the CreatorIGrantor who is also a joint tenant, and which names the other joint 
tenant(s) as beneficiaries when the CreatorIGrantor dies? 

3. to an irrevocable trust for the benefit of the CreatorIGrantor andlor Grantor's spouse? 
LJ F1 4. to an irrevocable trust from which the property reverts to the CreatorIGrantor within 12 years? 
TI I. If this property is subject to a lease, is the remaining lease term 35 years or more including written options? 
(( (1 *J. Is this a transfer between 1 parent(s) and child(ren)? or from grandparent(s) to grandchild(ren)? 
17 m*~.  Is this transaction to replace a principal residence by a person 55 years of age or older? 

Within the same county? Yes a No 
j*~. Is this transaction to replace a principal residence by a person who is severel disabled as defined by Revenue and 

Taxation Code section 69.5? Within the same county? Yes dl No 
17 /I M. Is this transfer solely between domestic partners currently registered with the California Secretary of State? 
*If you checked yes to J, K or L, you may qualify for a property tax reassessment exclusion, which may result in lower taxes on your 
property. If you do not file a claim, your property will be reassessed. 
Please provide any other information that will help the Assessor to understand the nature of the transfer. 
If the conveying document constitutes an exclusion from a change in ownership as defined in section 62 of the Revenue and Taxation 
Code for any reason other than those listed above, set forth the specific exclusions claimed:None 
Please answer all questions in each section. If a question does not apply, indicate with "NIA." Sign and date at bottom of second page. 

PART II: OTHER TRANSFER INFORMATION 

A. Date of transfer if other than recording date N/A 
B. Type of transfer (please check appropriate box): 
a Purchase  orecl closure 0 Gift a ~ r a d e  or Exchange Merger, Stock, or Partnership Acquisition 
I_] Contract of Sale - Date of Contract 

Inheritance - Date of Death Other (please explain): 
Creation of Lease ) Assignment of a Lease 0 Termination of a Lease SalelLeaseback 
Date lease began 
Original term in years (including written options) 
Remaining term in years (including written options) 
Monthly Payment Remaining Term 

C. Was only a partial interest in the property transferred? a Yes No 
If yes, indicate the percentage transferred 0.00 % .  

ST-502 



BOE-502-A (BACK) REV. 8 (10-05) 
Please answer, to the best o f  your knowledge, all applicable questions, then sign and date. If a question does no t  apply, indicate with "N/A." 

PART Ill: PURCHASE PRICE AND TERMS OF SALE 

A. CASH DOWN PAYMENT OR value of trade or exchange (excluding closing costs) Amount $ 10.949,000.00 

8. FIRST DEED OF TRUST @ 0.00 % interest for - years. Pymts.lMo. = $ 0.00 (Prin. & Int. only) Amount $ 0.00 
=FHA( - Discount Points) 0 Fixed rate 0 NW loan a Conventional [ Variable rate ( Assumed existing loan balance 
D I V A (  - Discount Points) [ All inclusive D.T. ($ 0.00 Wrapped) ] Bank or savings & loan 
0 cal-vet 0 Loan carried by seller Finance company 

Balloon payment 0 Yes 0 No Due Date Amount $ 0.00 

C. SECOND DEED OF TRUST @ 0.00 % interest for - years. Pymts.lMo. = $ 0.00 (Prin. & Int. only) Amount $ 0.00 
1 Bank or savings a loan 0 NW loan 
0 Loan carried by seller ;:::':ate a Assumed existing loan balance 

Ball- payment 0 Yes 0 NO Due Date Amount $ 0.00 

D. OTHER FINANCING: Is other financing involved not covered in (b) or (c) above? 0 Yes 0 No Amount $ 0.00 

Type @ 0.00 % interest for - years. Pymts./Mo. = $ 0.00 (Prin. & Int. only) 
Bank or savings & loan 0 Fixed rate l e w  loan 
0 Loan carried by seller Variable rate Assumed existing loan balance 

Balloon payment Yes 0 No Due Date Amount $ 0.00 

E. WAS AN IMPROVEMENT BOND ASSUMED BY THE BUYER? Yes ( NO Outstanding Balance: Amount $ 0.00 

F. TOTAL PURCHASE PRICE (or acquisition price, ltraded or exchanged, include realestate commission ifpaid) 

TOTAL ITEMS A THROUGH E $ 

G. PROPERTY PURCHASED 0 Through a broker Direct from seller 0 From a family member 0 Other (please explain): 

If purchased through a broker, provide broker's name and phone number: 
Please explain any special terms, seller concessions, or financing and any other information that would help the Assessor understand the purchase 
price and terms of sale: 

PART IV: PROPERTY INFORMATION 
A TYPE OF PROPERTY TRANSFERRED: a Single-family residence ( Agricultural a Multiplefamily residence (no. of units: ) CeopIOwn-your-own 8 ;=::::red home 

CommerciaVlndustrial 0 Condominium [ Unimproved lot 
Other (Description: i.e., timber, mineral, water rights, etc. - - 1 

B. IS THIS PROPERTY INTENDED AS YOUR PRINCIPAL RESIDENCE? )Yes W N o  
If yes, enter date of occupancy I 7 -  or intended occupancy 1 ,- 

(month) (day) (~earl (month) (day) (year) 
C. IS PERSONAL PROPERTY INCLUDED IN PURCHASE PRICE (i.Qrniture, fa=quipment, machinery, etc.) 

(other than a manufactured home subject to local property tax)? Yes No 
If yes, enter the value of the personal property included in the purchase price $ 0.00 (Attach itemized list of personal properly.) 

D. IS A MANUFACTURED HOME INCLUDED IN PURCHASE PRICE? [ y e s  LINO 
If yes, how much of the purchase price is allocated to the manufactured home? $ 0.00 

Is the manufactured home subject to local property tax? 0 Yes No What is the decal number? 

E. DOES THE PROPERTY PRODUCE INCOME? 0 Yes (x No If yes, is the income from: 
LeaseIRent 0 Contract ( Mineral rights Other (please explain): 

F. WHAT WAS THE CONDITION OF THE PROPERTY AT THE TIME OF SALE? 
God Ld Average 0 Fair 0 Poor 

Please explain the physical condition of the property and provide any other information (such as restrictions, etc.) that would assist the Assessor 
in determining the value of the property: 

Other L.J I 
NAME OF NEW OWNEWCORPORATE OFFICER 

CERTIFICATION - 
OWNERSHIP N P E  6 
Proprietorship 
Partnership 
Corporation EL! 

1 certify that the foregoing is true, correct and complete to  the best of m y  knowledge and  belief. 
This declaration is binding on  each and every co-owner and/or partner. 

DATE 
Doctors Medical Center of Modesto, Inc. f l  

(NOTE: The Assessor ma contact you for additional information. 
If a document evidencing chan e 9f ownership is re enterfto the record rfqr recordati~n with0 t h concurren filing of a preliminary 

change o?owne?shlp report, the retarder may charge an aaditlonal record~ng fee oy twenty dolhrs 1 ~ 2 0 ) .  

ADDRESS (lyped orprintad) 

1441 Florida Avenue, Modesto, CA 95350 
E-MAIL ADDRESS (Optional) 









































































Schedule 2.8(b) 

1. Memorandum of Understanding between American Federation of State, County and 
Municipal Employees and County of Stanislaus effective from December 1,2006 through 
May31,2011. 

2. Memorandum of Understanding between California Nurses Association and County of 
Stanislaus effective from March 1,2006 through February 29,2008. 

3. Memorandum of Understanding between Local 53 5, Social Services Union, SEIU, and 
County of Stanislaus effective from January 1,2007 through June 30,2010. 



Exhibit 1.4.1 
Bill of Sale 

See attached. 



GENERAL ASSIGNMENT, BILL OF SALE AND ASSUMPTION OF LIABILITIES 

County of Stanislaus, as Seller 

Doctors Medical Center of Modesto, Inc., as Purchaser 

1. Pursuant to and in accordance with the provisions and conditions of that 
certain Asset Purchase Agreement, dated as of October 3 1,2007 (the "Agreement"), by and 
between the County of Stanislaus, a political subdivision of the State of California, and Doctors 
Medical Center of Modesto, Inc., a California corporation, Seller does hereby assign, transfer, 
convey and deliver to Purchaser for valuable consideration, and Purchaser hereby acquires, all of 
Seller's right, title and interest in and to all assets used in the operation of Stanislaus Behavioral 
Health Center ("SBHC") at the Leased Premises, including, without limitation, the following 
assets and properties, free and clear of all liens and encumbrances, liabilities, and defects in title 
other than any "Permitted Exceptions " (as defined in Section 7.6 of the Agreement), such 
transfer being deemed to be effective at the Effective Time (collectively, the "Assets"): 

a. all of that certain real property situated in the City of Modesto, 
County of Stanislaus, State of California, including the excess land appurtenant thereto, and 
more particularly described in Schedule 1.6(a) of the Agreement (the "Land") (the common 
address of the Land is 1501 Claus Road, Modesto, California 95355); 

b. all buildings, structures and other improvements of every kind on 
the Land, including, but not limited to, alleyways and connecting tunnels, sidewalks, utility 
pipes, conduits and lines (on-site and use rights off-site), parking areas, roadways and other 
related on-site and off-site improvements appurtenant to such buildings and structures presently 
situated upon the Land and any and all capital improvements thereon and construction in 
progress (collectively, the "lmprovements"); 

c. all easements, licenses, rights-of-way and appurtenances relating to 
the Land and the Improvements (the "Easements"); 

d. all leasehold improvements, fixtures and other items attached to 
the buildings, including all components thereof, owned by Seller and incorporated into the 
Improvements (collectively, the "Fixtures") (the Land, Improvements, Easements and Fixtures 
are collectively referred to herein as the "Real Property"); 

e. all of the tangible personal property owned by Seller with respect 
to the operation of SBHC, including all equipment (including non-movable medical equipment), 
furniture, machinery, office furnishings, and other items of property (the "Personal Property"), 
including, without limitation, the Personal Property described in Schedule 1.6(e) of the 
Agreement, but excluding any assets, including all vehicles, to be retained by Seller identified on 
Schedule 1.6(e) of the Agreement (the "Retained Assets"); 



f. to the extent assignable or transferable, all licenses, permits, 
approvals, registrations and other governmental licenses, permits or approvals issued to Seller 
with respect to the Real Property and the Personal Property; 

g. all documents, records, operating manuals and files with respect to 
the Real Property and the Personal Property, including without limitation equipment records, 
construction plans and specifications; 

h. all usable and unexpired inventories of supplies, drugs, food, 
janitorial and office supplies and other disposables and consumables located at SBHC, or used 
with respect to the operation of SBHC (the "lnventory"); 

1. the names and symbols used as of the date hereof with respect to 
the operation of SBHC, including, without limitation, the names set forth on Schedule 1.6(i) of 
the Agreement and all variants thereof, but excluding all rights in the name, trademarks and other 
symbols identifying the County of Stanislaus (including Behavioral Health and Recovery 
Services and other County agencies); 

j. to the extent assignable, all rights in all warranties of any 
manufacturer or vendor in effect as of the date hereof in connection with the Improvements, the 
Fixtures and the Personal Property; and 

k. all insurance proceeds arising in connection with property damage 
to the Assets occurring on or prior to the date hereof, that has not been repaired prior to the date 
hereof. 

2. Seller does hereby assign, and Purchaser does hereby assume and agree to 
discharge on and after the Effective Time, except for those liabilities and obligations excluded 
under Sections 4(a) and 4(b) below, and except for the prorations provided under Section 1.10 of 
the Agreement, any and all obligations of Seller associated with the Real Property including, 
without limitation, (a) all unpaid real and personal property taxes, if any, for the current tax year 
that are attributable to the Real Property, and (b) all utilities being furnished to the Real Property 
(collectively, the "Assumed Obligations"). 

3. Notwithstanding anything to the contrary in Section 2 above, Purchaser 
does not assume or become responsible for any of the Excluded Liabilities or any of those 
liabilities or matters described in Section 1.8 of the Agreement. 

4. Except as expressly set forth in Article I1 of the Agreement, the Assets 
hereby transferred to Purchaser are sold by Seller and purchased by Purchaser in their physical 
condition at the Effective Time, "AS IS, WHERE IS AND WITH ALL FAULTS" WITH NO 
WARRANTY OF HABITABILITY OR FITNESS FOR HABITATION, with respect to the Real 
Property, land, buildings and improvements, and WITH NO WARRANTIES, INCLUDING, 
WITHOUT LIMITATION, THE WARRANTIES OF MERCHANTABILITY OR FITNESS 
FOR A PARTICULAR PURPOSE, with respect to the physical condition of the Personal 
Property and Inventory, any and all of which warranties (both express and implied) Seller hereby 
disclaims. Seller has made no representations or warranties other than those expressly provided 
in the Agreement. 



5. Any capitalized terms used but not otherwise defined herein shall have the 
meanings specified in the Agreement. 

TO HAVE AND TO HOLD the same, with the appurtenances thereof, unto Purchaser, its 
successors and assigns, forever, to its own use and behalf. All exhibits and schedules to the 
Agreement referred to herein are hereby incorporated by reference. 
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IN WITNESS WHEREOF, each of the undersigned has caused this instrument to be 
executed by a duly authorized officer as of October 3 1,2007. 

SELLER: PURCHASER: 

County of Stanislaus, a political subdivision of Doctors Medical Center of Modesto, Inc., a 
the State of California 

By: 
Name: 
Its: 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

President v 



IN WITNESS WHEREOF, each of the undersigned has caused this instrument to be 
executed by a duly authorized officer as of October 3 1,2007. 

SELLER: PURCHASER: 

County of Stanislaus, a political subdivision of Doctors Medical Center of Modesto, Inc., a 
the State of California California corporation 

By: _ _ -A~>+ L By: 
Name: sIchtk+\ 4 .'a&, , L7s~j;'l~ 

. 
Dennis M. Litos, 

- .  - Its: C L\ \c, g $ A -  ,I- ,I-s.L (?ff 1 c . 6  62. President 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 



Exhibit 1.4.2 
Lease Termination 

See attached. 



LEASE TERMINATION AGREEMENT 

THIS LEASE TERMINATION AGREEMENT (the "Lease Termination") is made and 
entered into effective as of the 1 st day of November, 2007 (the "Effective Date"), by and between County 
of Stanislaus, a political subdivision of the State of California ("Seller"), and Doctors Medical Center 
of Modesto, Inc., a California corporation ("Purchaser"). 

R E C I T A L S  
A. Seller and Purchaser are parties to that certain Facility Lease Agreement dated November 

30, 1997 (the "Lease Agreement"), a copy of which is attached hereto at Exhibit A and incorporated 
herein by this reference. 

B. Seller and Purchaser mutually desire to terminate the Lease Agreement as of the 
Effective Date. 

NOW, THEREFORE, in consideration of the above recitals, the terms and conditions 
hereinafter set forth, and other consideration, the adequacy of which is hereby acknowledged, and for 
their mutual reliance, Seller and Purchaser do hereby agree to the following: 

1. Mutual Termination. Seller and Purchaser hereby agree to mutually terminate the 
Lease Agreement effective as of the Effective Date. The Lease Agreement shall thereafter be deemed to 
be cancelled and void, and neither party shall be responsible for any obligation or duty to the other party 
pursuant to the Lease Agreement, except for obligations or duties incurred prior to the Effective Date. 

2. Additional Actions. Seller and Purchaser hereby agree to take all actions reasonably 
necessary to effect the requirements of this Lease Termination. 

3. Confidentiality. Neither Seller nor Purchaser shall disclose this Lease Termination or 
any of its terms to any third party, except as required by law, without the prior written consent of the other 
party. 

4. Applicable Law. This Lease Termination shall be construed and any disputes as to its 
performance shall be determined in accordance with the laws of the State of California. 

5. Amendments. The terms of this Lease Termination can be amended or modified in 
writing only, and must be signed by a duly authorized representative of each party. 

6. Counterparts. This Lease Termination may be executed in any number of counterparts, 
each of which shall be deemed to be an original, but all of which together shall constitute one and the 
same instrument. 
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IN WITNESS WHEREOF, the parties hereto have executed this Lease Termination through 
their duly authorized representatives effective as of the Effective Date. 

SELLER: PURCHASER: 

County of Stanislaus, a political 
subdivision of the State of California 

By: 
Richard W. Robinson, 
Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

Doctors Medical Center of Modesto, 
Inc., a California corporation 

President 



IN WITNESS WHEREOF, the parties hereto have executed this Lease Termination through 
their duly authorized representatives effective as of the Effective Date. 

SELLER: PURCHASER: 

County of Stanislaus, a political 
subdivision of the State of California 

Chief Executive Officer 

APPROVED AS TO FORM 
Michael H. Krausnick, County Counsel 

Doctors Medical Center of Modesto, 
Inc., a California corporation 

By: 
Dennis M. Litos, 
President 



EXHIBIT A 

Lease Agreement 

Copy attached. 



. . , . 

FACILITY LEASE AGREEMENT 

This FACILITY LEASE, AGREEAENT ("Lease Agreement") is made and 

dated as of November 30, 1997, by arid ktween Stanislaus County,a political subdivision of 

the State of Cl!i:ornia ("Lsssor" or tne "County"), and 'Tenet Healthsystem Hospitals, Inc : 
, . 

a Delaware corporation,, doing business as Doctors Medical Center o f  Modesto ("Lessee"), 

with reference to the following facts: 

, REC3[TALS: 
I 

I 
j ' A. Lessor owns the Stanislaus Behavioral Health Centers (the "SBHC"), a 
) 

healthcare facility providing psychiatric and other specialty services and located a! 

1501 Claus Road, Modesto, ~ d i f o m i a  95355, which facility includes all related ieal and 

personal property and assets more particularly defined herein 

B. Pursuant to the authority grai-ited to the County undet the laws of the State of 
, : 

California, the County ~ 6 a r d  of Supervisors has determined that it .is in the best interest o f  
.: 

the County to provide for the operation and maintenance of the SBHC through the lease of 

the SBHC, including all related real and p.eis&nal property assets, to .Lessee for a term of . 

twenty (203 years. 

, C. The county finds that execution of this Lease Agreement will promote the 

following objectives: 

.. . . 
1: , Enhance the pr-ovision of quality health care to residents of the County. 

. , 

2. Enhance the participation of the SBHC in the regional health care 

system developed by ~ e s s e e  in order to better serve the general public residing the County. 
. . .  

3. ' Deliver health services to residents of the County more e&ciently and, 

at a.lower cost. . . 

4. Preserve and protect the County's assets and ensure the ability to 

provide psychiatric and other specialty services for'residebts of the County. 
I 



. . 
I - .  D. , In connection with this Lease Agreement, Lessor and Lessee have entered into 

that certain Management Services ~ ~ r e e r n e n t  dated ~ o v e i b e r  3 0, 1997 (the "Management 

Agreement"), whereby Lessor will manage the operations of the SBHC. Lessor and Lessee have 

aisc entered into those certain other agreements as part of the Omnibus Agreement between 

Lessor and Lessee dated November 30, 199'1 (collectively the "Other Transaction 

. Agreements"), which govern additional contractual obligations and,relationships be'tween Lessor 

and Lessee, . 

E. The County Board of Supervisors, deeming the lease of the SBHC t o  Lessee . . 

pursuant to the terms and conditions set forth in this L'ease A.greement to be desirable and in 

the best interest of the residents of the County, has approved this Lease. Agreement. 

. NOW, THEREFORE, in consideration of the premises and the respective 
' : representations, warranties, covenants and agreements contained in this Lease Agreement, 

the parties hereto agree as follows: . 

ARTICLE ONE 
. . 

PREMISES AND TERM - 

1.1 Lease. Lessor hereby leases to ~ e s s e e ,  and Lessee hereby leases' from 

. , 

Lessor, on the terms and.conditions set forth in thisLease ~greemdnt ;  the SBHC, including, 

without limiting the generality of the foregoing, all right, title and interest of the County in 

and to the following assets: , 

I . l (a )  The real property owned in fee by the County upon which the 
: .  

SBHC is situated (all of which real property is identified on Schedule l . l (a)  hereto), 

. together with all land improvements, the SBKC, construction work-in-progress, the medical 

office buildings and any'ather buildings and other'irnprovementsand~fixtures thereon, and all 

rights, privileges and easements appurtenant thereto (the "Real Property"). 

/ 
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1 .l (b) All tangible personal property (other than items of tangible 

personal property that are consumed, disposedof or heldfor sale or are inventoried in the 

ordinary course of business) owncd by the County which are related to, used in, necessary for 
. . 
. or contribute to the operation of the SBHC (the "Personal Property"), the current list of 

which is set fbrth on Schedule 1.1(b) hereto. 
. . 

l . l (c)  The ~ e a l  Property and the Personal Property are referred to 

collectively herein as the "Leased Premises." 

1;2 Term. The initial term of this Lease Agreement shall be for twenty 
. . 

(20) years, commencing on November 30, 1997. If this ~ e a s e ~ ~ r e e k ~ n t  is not terminated 

on or before the expiration of the initial term, this Lease Agreement shall be automatically 

renewed on an annual basis for additional one year terns unless either Party gives written 

notice to the' other Party of.its intent to terrninate this Lease Agreement at least 180 days 

prior to the expiration ,of the initial tern. 
i 

ARTICLETWO 

, '  
RENT AND OTHER PAYMENTS 

2.1 B a s e  Rent. Lessee shall pay base rent to Lessor in the amount o f  
. .  

$35,583 (!Base Rent") on a monthly basis, on the first day. of each calendar month, 

commencing December 1, 1997, and continuing through the t e rn  of this Lease Agreement. 
. . 

2.2 T a x e s  and ~ s s e s s m e n t s .  Lessor shall timely pay all real' and personal 

property taxes, general and special assessments, and other charges of every description levied 

. . on or rissessed against the Leased Premises; improvements or personal property located, on or 

in the Leased Premises, the leasehold estate or any subleased estate, to the full extent of 

installments falling due with respect to the term, whether belonging to or chargeable against 
. . 

' 

Lessor or Lessee. Lessee shall pay any municipal, county, state, or federal income or, 

fianchse taxes chargeable against Lessee. 



I - - 
.. 2.3 t t o  Contest r a w  r . The parties may cbntest.'the legal 'validity or 

. amount of any taxes, assessments, or charges for which Lessee is responsible under this 
. . 

Lease ~greernent ,  &d with pkor written notice to the other party, may institute such 

p;oceedings as',contesting party considers necessary. If a party *contests 'any such tax, 
' 

'assr:ssment, or charge, the,party may. withhold or defer payment or pay under protest e:id 
, . 

such act shall not cohstitute a default under this ~ e a s 6  .Agreement; so long as no forfeiture of 

any part of the Leased Premises would be caused thereby. .The parties appoint each other as 

its attorney-in-fact for the purpose of making all payments to any taxing authorities and for 

. the purpose of contesting any taxes, assessments, orcharges (including any appeal of any 

unfavorable determination), a n d  the parties shaH otherwise cooperate with each other in 

connection'therewith. . 
. . 

. . .  2.4 .Utilities. Lessor shall, during the'term of this Lease ~ ~ r e e ~ e n t ,  br any 

renewal .or extension thereof, timely pay for a l l  utilities used upon the Leased Premises; 

including without, limitation water, gas, heat, light, power, telephone service refuse collection. 

and removal, and all. other services supplied to the  eased Premises. 

' 2.5 Pre-Existinp Liabilities. Any liability or obligation of any kind or 

. - description arising out of or based upon any act or omission of Lessor or other event or 

circumstance occurring or existing during the ownership of Lessor, shall be borne solely by 
. . 

. . 

~ e s s o r  (and not Lessee), notwithstanding that such obligation would otherwise be an 

obligation of Lessee under this Lease Agreement. Lessee shall have the right and option,but 

. .' not the obligation, to satisfy any such obligation of ~esso r ;  and ~ e s s o r  shall indemnify and ' 

hold Lessee hamless from and against all liability, loss, obligation or expense, including 

without limitation akomeys7 fees:and costs, incurred or suffered by Lessee as a result thereof. 



. . , . . .  

),.! , ARTICLE T m &  , . 

. ' 

. . 3.1 1,imitations on Use. The Lewed Premises are leased to Lessee for the 

purpose of Lessee operating and maintaining the Leased Premises as a healthcare facility 

providing psychiatric .services as part of Lesse,e's general acutr: care hospital and for 

providing any and all .ancill&y or -other health care services related to the provision of 

psychiatric services. 

. 3.2 Compliance with Laws, Covenants. Conditions. and,Restrictions. 

3.2(a) Lessee agrees to use the Leased Premises in material compliance 
I 

with all laws (other than environmental regulations, which shall be governed by Article Ten) 

now in force or which may hereafter be in force relative to the Leased Premises, its use and 

the business conducted thereon, including without limitation all building requirements and 
. . 

regulations, as well as' all covenants, conditions, and restrictions applicable to the Leased 

) '  Premises. Either party, at its sole cost and expense, shall have t h e  right to contest. the 

' . applicability, validity, interpretation, construction or noncompliance of or with any law, , . 

covenant, condition and restriction n6w or hereafter in force 'md relating to itself or the 

Leased Premises, provided that contesting party diligently and expeditiously prosecutes the 
, 

. appropriate proceeding, contest, o r  appeal: Each party shall cooperate with the other in  any 

appropriate proceeding, contest, or appeal, provided that neither party shall not be required to  
. . 

join the other party in imy proceeding contest or appeal brought by a party unless the 
. . 

provisions' of any law rkquire that the proceeding, contest or appeal be brought by of in the 
. . .  

name of both parties. 1n that case, both parties shall join in'the proceeding, contest or appeal 

or permit the other party to be brought in'the contesting party's name as long as the other 

party is not required to bear any cost. ~f ' e i ther  party, within a reasonable time after final 

' determination o f  the proceeding, contest, o r  appeal, complies with the final determination 
. . 



resulting therefrom, the noncompliance of the party during'the interim peri0.d shall not be 

deemed a default under this Lease Agreement. 
. . 

3,.2(b) Lessor shall comply withany law now or hereafter enacted with 

respect to the physical. aspects of the Leased Premises which materially affect Lessee's 
' 

ability to use the Leased Premises as a healthcare facility, including? but not limited to any 
. . 

law regarding seismic safety upgrades, environmental regulations and any other matter 

materially affecting the physical condition of the 'SBHC. 
' 

3.3 ' Alterations. Additions and. Improvements. Lessee, only through its 
. . 

. . Manager, may make .any alterati.ons, additions or improvements. to the Leased Premises 

. which it may desire during the t'ermhereof. 
. . 

3.4 Disposition of Personal Property D u r i n   ease Term. During the 

term of this Lease Agreement, Lessee, only through its Manager, sha i  have the right fqrn  

time to time to dispose of any portion of the Persona1 Property in the ordinary course of  

business, or which is obsolete, worn out or incapable of fbrther use, and Lessor shall execute 

all documents necessary to release Lessor's right, title .and interest in and to such Personal 

Property and enable Lessee to dispose thereof free and clear of all liens and encumbrances. 

ARTICLE FOUR 
. . 

- ,  INSURANCE 

4.1 Compliance with Insurance Requirements.. No use shall be made by 

Lessee on, to br of the Leased Premises, which will cause the candellation of any insurance 

policy covering the Leased Premises, nor shall Lessee sell or permit to be kept, used or sold 

in and about the Leased Premises, any article which may be prohibited by any such insurance 

policy. Lessee shall, at its sole cost and expense, comply with any and all requirements 

pertaining to the Leased premises, of any, insurance organization or company, necessary for . 

' the maintenance of the insurance described in thisLease Agreement. 



. . . . 

.) -; 
, 4.2 'Property Insurance td be Procured by Lessor. Lessor shall, at 

Lessor's sol6 cdst and expensk, during the term of this Lease Agreement and any renewal or 

. extension thereof, procure and maintain at all times in force and in effect the following 

. insurance: 

4.2(a) Insurance against loss or damage by fire, lightning, vaadalism,, 

malicious mischief,&d all other risks covered by an "all risk" in&ance agreement then in 

use in the State of California, covering the Leased Premises in an amount equal to. the "full 

replacement value" of the Leased premises and naming ~ e s s e e  as an additional named 
. . 

insured. A S  used in this Lease Agreement, the term "hl l  replacement valueUis the cost of 

replacing all improvements included in the Leased Premises with improvements of 

substantially . identical , kind, quality and capacity without deduction for .depreciation. Such 
' 

cost of replacement shall also include demolition . and . any increased cost of constructio.n 

7 . .  occasioned by the enforcement of any state or municipal law or ordinance regulating the 

) construction or repair of buildings or  the demolition of any portion of .a building whichhas 

not suffered damage. 

4.2(b) Boiler and machinery insurance providing coverage on pressure 
. . 

vessels, auxiliary: piping, and compressors, refrigeration systems, W A C  systems, 

transformers and miscellaneous electrical apparatus constituting p'kt of the Leased Premises 
. . 

in reasonable and customary amounts and naming Lessor as loss payee. . 
. . .  

. . 
.. 4.3 Liability Insurance'  to be Prdcured by Lessor. Lessor shall, at 

Lessor's sble cost ,and expense, during the term of this Lease Agreement and any renewal or . . 

extension. thereof, procure. and maintain at all times in force and in effect the following 

insurance: 

4.3 (a) Commercial a general liability insurance, including automobile 

liability, in reasonable and customary amounts for death, injury or damage to property. ' , 
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. ./ 4.3(b) All ernploykes' compensation insurance on Lessor's employees 

required by wprk'er9s compensation laws and regulations of the state of California, provided 

thit  Lessor shall be permitted to enter into reasonable plans of self-insurance to the extent 

otherwise permitted by California law. 

4.3(c) Such other insura,ce as i s  customarily procured and maintained 

in connection with the leise and operation of psychiatriccenters and related facilities of 
. . . . 

. ' similar size and character located i,n the:State o f  California, provided neither Lessee or ' 

Lessor. shall be obligated to carry earthquake insurance coverage. . 
. . 

. . 
4.4 Other Insurance Matters. All 'insurance required under this Lease 

Agreement shall: 

4.4(a) Be subject t o  deductibles not ejtceeding amounts customarily 

provided fbr facilities of similar size, structure and replacement. value located in the State of 

. . 
' California.; . . . . 

4.4(b) Be issued byinsu'rance companies authorized to do business in 

the Stateof ~a l i fomia ,  with a'financial rating of at least an B+ status as rated by the most 

recent edition of Best's Insurance Reports. 

4.4(c) Name Lessor and Lessee as additional insureds. , 

4.4(d) Notwithstanding any provision in this Article  our t o .  the 

cbntrary, all or any part of the iniurance described in paragraph 4.3hereof may be effected 

.. through a program of self-insurance operatedby Lessee or its. affiliates, or through a blanket 

policy o f  liability insGrance, including in each instance insurance provided by an 

industry-captive insurance company affiliated with Lessee or its affiliates, so long as the 
. . 

coverage afforded to Lessor is not materially reduced or diminished or otherwise altered 

from that which would exist under a separate policy meeting all other requirements of this 
* 

Lease Agreement. The requirements of paragraph 4:4(b) shall not -apply to such of 

; . self-insurance and blanket policies of liability insurance. 
. . 



' 4.5 . -sition o f  Insurance Proceeds. The proceeds of any insurance 

maintained under Paragraph 4.2 shall be made available to Lessor for payment of costs and 

expenses of repair. In the event the insurance proceeds are insufficient to cover the cost of 

repair, ihen, except as expressly provided in.2rticle Five, anrr amounts required over the 

amount of theinsurance proceeds recc-ivad that are required to ccrnplete such repair shall b;: 
. .  . . . 

paid by Lessor. Any unused portion over the amount required to k*rnplete any repair shall be 

retained by Lessor. If neither Lessor nor Lessee is required or elects to repair and restore , 

under Article Five of this Lease Agreement;'and this Lease ~ g r e e m e n t  is terminated, then all 

insur'mce proceeds and all salvage .resulting from any risk covered by insurance or. the 

Leased Premises shall belong to Lessor, except that Lessee shall be entitled to receive and 
. . 

retain any insurance proceeds or salvage relating to Lessee's personal property; provided, 

however, that if the insurance, proceeds and,, salvage value are insufficient to cover -the 

. replacement cost of both the Leased Premises and Lessee's personal property for which 
. . 

insurance, proceeds are payable to Lessee, the, insurance proceeds shall be equitably 

apportioned between Lessor and Lessee based upon the relative values of the Leased , ,  

Premises and ~ e s ~ e e ' s  personal property. Each af  the parties hereto agrees to signany and 
" 

all documents required by the other party or'the insurance company or companies that may . 
. .. 

be necessary for bsk in connection with the settlement of any loss under t he  appropriate 

insurance policies, provided that such documents are fa'ctually accurate and in no manner 
. . 

' prejudicial to the interest of such party. 
. . 

4,6 Proof o f  Compliance. Each party may require the other party to  

deliver, in the manner required for notices, copies or certificates of all insurance pblicies , 

required by this Lease Agreement. ~ a c h  party shall include'a provision in each of its 
. . 

. insurance policies requiring the insurance carrier to give the other' party at least thirty . . 
. . 

(30) days' prior written notice before ,such policy terminates: Neither party shall . . 

subst&tially modify 'my of the insurance policies required by this Lease Agreement without 
. .  



. . 
, ' giving at least thirty (30) days' priorwrittkn notice to the other party; 'and each p w  may 

. . 

'review such policies on a periodic basis. 

4.7 waiver of Subrocation. Lessor and Lessee hereby release and relieve 

one. another, and wai-ve their entire ri.ght.of recovery against .the o th~r ,  for loss or damage 

. ' arising out of or incident to the perils insured against under Article 4 ,  which perils occur in, 

on, or about the Leased Premises, whether due to the negligence o f  the Lessor or Lessee or 

their agents, employees, contractors and/or invitees. 

ARTICLE Fm 
. . 

AMAGE OR . DESTRUCTION . DURING TERM OFLEASE 
. . 

' 5.1 Restoration o f   eased Premises; If during the term of this Lease . .. 
. . 

Agreement, the Leased premises shall be damaged, whether or not fro& a risk covered by 

insurance, and subject to the other provisions of this Lease Agreement regarding tenpination, 
. . 

Lessor shaH and exfieditiously make the repairs necessary t'o restore the Leased 
, . 

Premises to a condition for.occupancy or use cornparable 'to the condition thereof befoFe such 
. . 

damage, if such repairs to the facility are- commercially feasible. Such damage shall not 

. terminate this Lease Agreement. If the cost. of such repairs. exceeds a cornmercially feasible. 
. , 

. . 
,, amount, ~ e s s 6 r  may nevertheless repair, restore and replace the r eased Premises, or, by- prior 

written notice to Lessee, elect instead to demolish '&id reconstruct the improvements which 
. . 

were damaged. All repairs and restorations to the Leased ~ ~ e m i ~ e s ~ s h a l l  be deemed a part of  

the Leased Premises and belong solely td Lessor, and all repairs and restorations to a i ~ y  of  

Lessee's personal property shall belong solely to Lessee. 

Notwithstanding the foregoing, in the event that the Leased Premises are 

totally destroyed or materially damaged such that the repairs to and restoration of the Leased 

Premises are not commercially feaiib1e;then upon written notice by Lessor the parties shall 

meet and confer regarding the possibility'of rebuilding or repair once Lessor has analyzed the 

'fkaribility and projected cost of such rebuilding or repair. If the parties are unable to agree . 



. .  . . . 
) ,i upon a plan fdr rebuilding and repair, or in any event if any such meet-and-confer process is 

. 
. , - not completed within sixty (60) days. after Lessor's written notice commencing the 

meet-and-confer prq'cess, then Lessor shall thereafter have the option to elect to terminate 
. . 

this Lease Agreement upon ninety (90) days7 witten termination notice to. Lessee. In such 

event, each party shall be entitled i 6  retain its insurance proceeds, if any, as provided i ~ !  

. . ~ a r G a p h ' 4 . 5  above. 

5.2 p a r n ' a ~ e  Near the End of the  Term. ~otwi thbtandin~ any provision 
' 

in this Lease Agreement to the contrary, in the event that the Leased Premises are damaged 

or destroyed during the last one (1) year of the term hereof such that the cost of repairs tc and 
. . 

restoration o f  the Leased Premises would exceed 5% o f  the total replacement cpst of fhe 

Leased Premises, (whether or not insured), then upon written notice by Lessoi the parties 

shall meet and confer regarding the possibility of rebuilding or repair once Lessor 

analyzed the feasibility and projectedcost' of such rebuilding or repair. If the parties are , 

unable t o  agree upon i pi? for r e b u i ~ h i n ~  and repair, 'or in any event if any such 

meet-and-donfer process is not completed within sixty (60) days after Lessor's written notice 

commencing the meet-and-confer process, then ~ e s s o r  shall thereafter have the option to 
. . 
. elect to terminate this Lease Agreement upon ninety (90) days' written termination notice to 

Lessee. In such event, each,.party shall be entitled to retain its insurance procekds, if any, as 
. . 

provided in paragraph 4 .5  above. , 

. 5.3 . .No ~ b a t e m e n t  o f  Rent. Except as expressly provided herein, in no 
. , 

' . event shall Lessee be entitled to any compensation or damages on account ofanyannoyance' 
. . 

' 

or inconvenience on making repairs or on account of such destruction. In the event Lessor 
' . .  

undertakes the repair and restoration of the Leased premises under th~.provision,s of this 

Article Five, Lessee shall not be entitled myabatement of rent for the period while such 
, . 

repairs are being .made. Lessee hereby waives the provisions contained in California Civil 
* .  

I Code Sections 1932(2) and 1933(4) or any laws replacing or modifying such provisions. 
:I . ,  

. # 
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EMNATION 

In t h e  event that the Leased 'Premises br any portiqn thereof are taken by 

eminent domain, or by inverse condemnation, or for any or quasi-public use under 

. . . statute, then upon ,written riotice by the Lessor or Lessee the parties shal! meet m.d confei , 
. . 

regarding therights of the parties with respect to the term and.the rent, and these rights shall 

be determined as the parties then agree to be just and equitable under all the circumstances. 

I f  the parties are unable to agree upon a plan for resolving the situation, or in any event such 

meet-and-confer process is not completed within sixty (60) days after Lessor's or Lessee's 
\ .. 

written notice commencing the meet-and-confer process, the undecided questions shall be 
. . 

: decided by arbitration, in the manner provided in this Lease ~greernent. '  

Notwithstanding the foregoing, in the event that the Leased Premises are 

. . totally taken or the taking is bf such & extent that the operation of the remainingjortion of 
0 . . 

the Leased Premises is not commercially feasible, then upon.written notice by the Lessor the 

parties shall meet and confer regarding the situation. If the.parties are unable to agree upon a 
plan for resolving the situation, or in any event .such meet-and-confer process. is not ' 

. . 

completed within s ix ty  ' (60) days after Lesior's'written notice commencing the 
. . 

meet-and-confer process, thenLessor shall thereafter have the option to elect t o  terminate 
. .  . .  . 

this Lease Agreementupon ninety (90) days' written termination to the Lessee. 
' 

. . 
Any award made as a result of any condemnation or of the taking of the 

Leased Premises shall belong to and be paid to t h e ' ~ e s s o i  ,and Lessee hereby assigns its 
. . 

interest in any such award to Lessor; provided that, Lessor shall have no interest in any, 

compensation to Lessee for the taking of ~eskee ' s  personal .property. 
. . 



ARTICLE SEVEN 

. . 
7 .  I Events of Default by Le~sec .  Subject to the notice and cure provisions 

. 8 

of Paragraphs 7.2 and '7.3 below, and the expiration of the cure P6iiod set forth therein, each 

of the fo1lowing"events shall be a default by Lessee and a breach of this Lease Agreement: 
.. . 

. , 

' . ' *  
. . 7.l(a) Failure or r6hsal to pay when due. any Base Rent or other sum 

required by this Lease Agreement to be paid by Lessee, or failure to perform any other ,, 

material covenant or condition of  .this Lease Agreement, which is not cured after written 
. . 

notice of such. failure by Lessor to Lessee. 

. . 
7.l(b) The subjection of any material right or interest of Lessee to 

. . attachment, . . execution, or other levy, or to seizure under legal process which would , 

I .  

materially interfere with Lessee's abilityto operate the SBHC, if not released within ninety 

(90) days. 

,7.l(c) The appointment of a reieiver to take possession of the Leased 

Premises or improvements, or o f  ~ e s s e e ' s  interest in the leasehold estate or pf ~ e s s e e ' s  . . 

operations on the Leased premises for any reason, which. appointment is not dismissed, ' 

. ' .  
. . 

vacated or othe&ise permanently stayed or terminated within ninety (90) days: 

7: 1 (d) An assignment by Lessee for the benefit of creditors or the filing 

. . of a voluntary or involuntary petition by or against Lessee under any law for the purpose of . . . . . . 

(i) adjudicating . ~ e s s e e  as 'bankm~t, . (ii) extending time for ,payment, adjustment o r  

. satisfactidn of Lessee's . liability, or (iii) reorganization, dissolution, or arrangement on 
. . 
account of or to prevent bankruptcy or insolvency; unless the assignment or proceeding, and 

all consequent orders, adjudications, custodians, and supervisions are dismissed, vacated, or 
. . otherwise permanently stayed or terminated within ninety (90) days after the assignment, 

filing, or other initial event. . 

/ 
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. . 

- .. , 7.l(e)  An assignment or sublease of the Leased Premises which is in 

' 

violation of Article Twelve of this Lease Agreement. 

. ... 7.2 " 1,essee's Notice. As' a condition to pursuing any remedy for an alleged 

default of Lessee, Lessor shall give written nctine of default to Lessee. Each notice of 

defzult shall specify i n  detail the alleged event of default and the int.ended remedy: 

. 7.3 Lessee's Rich t to Cure. I f  the alleged default is nonpayment of any 

sums to  be paid by Lessee under this Lease Agreement, Lessee shall have seven (7) days . 

after notice is given to cure or contest the. default. w i t h  Zespect to ariy other default, ~ e s s e e  

shall cure such breach within thirty (30) days after written notice from Lessor where such 
. . 

breach could reasonably be cured within the thirty day period, or i f  such bieach could not be- 

. ' : reasonably cured within the thirty day period, Lessee shall have commenced such cure within 

. ' ,the thirty day period &d thereafter diligently prosecute the same to cornpletibn. 

. . .  
7.4 ~ e m e d i e s .  -If any  material default' by Lessee continues . uncured 

I .  

following notice of default as required by this Lease ~ g r e e m e n t  for the period applicable to 

the default under the applicable 'provision of this' Lease Agreement, or, if contested by 
, 

, 
Lessee, continues uncured following the issuance of the -final award of the arbitrator pursuant 

. . 
- to Paragraph 14.12, Lessor has the following remedies in addition to the rights and remedies 

, provided by law 6r equity t6 which ~esso i -  may resort cumulatively or in the alternative: 

. 7.4(a) Lessor may at its election terrninate this Lease Agreement by 
. , 

. . giving Lessee notice of termination. On the giving of notice,. all Lessee's rights in the Leased 
. . 
' Premises and improvements shall terminate. Promptly after notice of termination, Lessee 

shall surrender and vacate the Leased Premises and all improvements in clean condition. 

Termination under this Paragraph shall not relieve Lessee from the payment of any sum then 

, due to Lessor or from any claim for damages previously accrued or then'accruing against 

Lessee. Lessee shall be liable immediately to Lessor for all.costs Lessor incurs in releasing or 
. : ' itself reoccupying the Leased Piernises, including brokers' commissions, expenses of altering, 



. .  . . j -; . . 

and the'~rernis6s required by the releasing. Lessee shall pay to Lessor the Base, ' '  

Rent and other sumi due under this Lease on the date the rent is due, less the rent and other . . 

, . sums Lessor 'received from any releasing. . 

7.4(b) Lessor may et Lessor's election enter the Leased Premises, and,  

, without tkrmin7?ing this Lease Agreement, at any time and from time to time occupy or relet 

the Leased Premises and improvements or any part of them for the account, and in the name 

of Lessee or otherwise. Lessor may at Lessor's election eject all persons or eject some and 

not others or eject none. No act by or on behalf of Lessor under this provision shall 

constitute the termination of this Lease Agreement unless Lessor gives Lessee notice o f  

termination. After Lessee's default and for as long as Lessor does not terminate Lessee's 

right to possession of the Leased Premises, and Lessee shall have he right to assign o r  sublet 

, its interest in this Lease Agreement, but ~ e s s e e  shall not be released from liability. 

7.4(c) Lessor may keep this Lease in effect and enforce by an action at 

. ' law or in equity all of its rights and remedies under this Lease, including (i) the right to 

recover the Rent and other sums as they become due by appropriate legal action; (ii) the right 

t o  make payments required of Lessee or perform Lessee's obligations and be reimbursed by 

Lessee for the cost thereof .with interest at the .rate of the prime rate as publish.ed in the 

WaZZ Sheet  ~ ~ t c m a i ,  plus 3%, from the date the sum is pa id 'by  ~ e s s o r  until ' Lessor is 

reimbursed by ~ e s i e e ;  and (iii) the remedies of injunctive relief and specific performance to 

compel Lessee to perform its obligationsunderthis Lease. 

. 7.5, ~ v e h t i  o f  ~ e f a u l t  6y Lessor. Subject tothe notice and, cure provisions 
, . 

of Para'graphs 7 .6 ind  7.7 below, and the'expiration of the' cure period set forth therein, each' 

of the following events shall be a default by Les'sor and a breach of this Lease Agreement: 

7.5(a) Failure to perform aay material covenant or condition of this 

  ease Agreement, which is not cured after written notice of such failure by Lessee to Lessor. . 



. . 7.5(b) The subjection of any material right. or interest o f  Lessor to 

attachment, execution, or other levy, or to seizure under legal process which would 

. materially'interfere with Lessor's ability to lease the SBHC, if not released within ninety 

(90) days. 

. . 7,5(c) J+he appoint.me11t of a receiver to take possession of the I;er?sed 

premises or improvements, or of Lessor's interest in the Leased Premises or of Lessor's 

. ownership the Leased ~rern ises  for any reason, which appointment is not dismissed, vacated 

or ot'henvise permanently stayed or terminated within ninety (90) days. . 

7.5(d) An assignment by Lessor for the benefit of creditors or the filing 

of a voluntary or involuntary petition by or against Lessor under any law for the purpose of 

(i) adjudicating Lessor as bankrupt, (ii) extending time for payment, adjustment or 

satisfaction of Lessor's liability, or (iii) reorganization, dissolution, or arrangement on 

account of or to prevent bankruptcy or insolvency; unless the assignment or proceeding, and 

' all. consequent orders, adjudications, custodians, and supervisions .&e dismissed, vacated, or , 

. , 
. . 

otherwise permanently stayed or terminated within ninety (90) days after the assignment, 

filing, or other initial 'event. 

7.6 Lessor's Notice. As a condition to pursuing any remedy for an alleged 

1 default of Lessor, Lessee shall give written notice of default to Lessor. j ~ a c h  notice of default 
. . 

shall ,specify in detail the alleged event of default and the intended remedy. 

7.7 Lessor's R i ~ h t  to  Cure. Lessor shall not be indefault unless Lessor 
. . 

fails to perform obligations required of Lessor within a reasonable time, but in no event later 

than thirty (30) days after written notice by Lessee to Lessor, specifying wherein Lessor has 

failed to perform such obligation; provided, however, that if the nature of Lessor's obligation 

is such that more than thirty (30) days arerequired for performance, then Lessor shall not be 

in default if Lessor commences performance within such 30-day period and thereafter 

diligently prosecutes the same to completion. In the event of Lessor's default hereunder 



which continues u,nci~re'd following notice of  default as required by this Lease Agreement for 
. . . . 

the period applicable'.to the default under the applicable proGision of this Lease Agreement, 
. # 

. or, if contested by Lessor, continuesuncured following a period, of thiny (30) days following 

the iisuancc of the final, award of the ilrbitrator pursuant to Paragraph 14.12, Lessee shall be 

, entitled to terminate this Lease Agreement and all other rights and remedies .available to it n! 
. . 

: Iaw or in equity. 

7.8 , ~n junc t ive  . Relief. . As , contemplafed by Paragraph 14.12, and 

. notwithstanding any other provision of this Article Seven, each party hereto shall be entitled 
. . 

to 'seek preliminary or 'provisional equitable relief following the giving of .any notice of 
. . 

default to. the other party, without waiting for the expiration of any cure period relating to 

such default,and without limiting any other rights or remedies to which such party may be 
. . 

entitled orconstituting a waiver of the dispute resolution and arbitration provisions set forth 
, , 

in Paragraph 14.12. , . 

. . ARTICLE EIGHT . 

EFFECT OF S U W N D E R  AND HOLDING OVER 

  he voluntary or other surrender of .this Lease .Agreement ' by Lessee, or a , 

mutual cancellation or';escission thereof, shall not create a merger, and shall operate as an 

assignment'to Lessor of all existing and valid subleases, subtenancies or contracts relating to 

, the use, or operation of the Leased Premises.. ' 

. . 
Following a notice o f  the intent, td 'terminate th.is Lease Agreement or after 

. . 

expiratiorrof the initial term as set forth in Paragraph J.2, any holding over by Lessee after 

termination or expiration of theterm shall not constitute a renewal or extension of the Lease 
' 

. . 

Agreement or give Lessee any  rights in .or  to the Leased Premises except as expressly 

, 
. provided in this Lease A,greement. A holding over after such expiration with the written 

. . 

consent of Lessoi shall be construed to be on the same terms and conditi,ons as this Lease 
. 

Agreement. 



- .  ICLE NINE, - 

, . 

9.1 Right o f  First Offer. Prior . . to. J m u q  I, 2000, Lessor shall not sell 

, otherwise transfer to a third p a y ,  all or a i~y  part of Lessor's interest in the Learcd ~ i c r n i ~ ~ ~ ,  

!fat anytime following%Jmuq 1, 2000, Lessor desires to sell or athenvise ?ri3a~!k- I (.:- .... a third 
. - 

party, all or any part of Lessor's interest in the  eased Premises, Lessor shall first provide . , 

Lessee with written notice of the price and t e m s  Lessor is intending to offer a third party for 

its interest in the Leased premises, and Lesseeshall have thirty (30) days after receipt of such 

notice to notify Lessor in k i t i n g  of its c o n t r ~ c t ~ a l  commitment to acquire the subject interest 

an  the terms set forth in the notice. if Lessee desires to acquire the subject interest, the 

parties shall then negotiate in good faith in any details necessaryto consummate the proposed 
- 

purchase, acquisition, lease oi assignment ' if Lessee does 'not commit to acquire the sobject 

i-terest withinithe 30-day penad, ~ c s s o r  may offer such interest t o  a third party, provided 
. . 

. * 

that the purchase price or lease tems, as the case may be and aiter consideration of all 

economic factors, are not materially more favorable to e third party than the piice or lease 

terms offered to Lessee. For this purpose "materially more fa~orable" m e m  that die. net 

present value of all payments to Lessor in the proposed transaction is less t hm 90% of the net 

present value of the payments to Lessor in the traniaction originally offered to ~ r s s ' e i  In 

' ; calculating 'the netpresent values, all payments shall be discouted monthly using a discount 

, rate equal to the prirnerate as shown in the Vai2"~trSh.uet Journal published closest prior to the 

original offer toLessee, if ~ e s s a r  determines that the t e m s  are materially more favorable, it 

. shall re-offer the interest t o ~ e s s e e  on these tk-rns and  Lessee shall hg'e 5 business days in 

which to commit to acquire the interest on the t e m s  i n  the re-offer notice. In the event a . 

, transfer to such a third party is not cons~mmated within two h ~ n d r e d  f ~ n y  (210) days after 

, Lessor's receipt of Lessee's election n0.t t o  acquire subject interest, or if the price or lease 
. . 

terms or structure of such transfer are not substantially sirnil? to that offered to Lessee, 
. , 



Lessee's right of first offer shall conthue in existence and Lessor shall then be obligated to 

give notice from time to time of the terms of Lessor's intent to offer to transfer all or any 

' portion of ,Lessor,'s interest in the'Leased.~rerniies. 
/ 

If any hazardous materials. are brdught upon, used, kept or stored in, 

on,,abbut o r  under the Leased Premises by Lessee or any of its agents, representatives, 

employees, contractors, suppliers, permittees, assignees, invitees or sublessees (collectively 
I .  

;"Responsible Pa.rtiesJ7), then Lesseeand its Responsible P m i e s  shall generate, use, keep, . . 

store, treat, remove, transpqrt and dispose, of such hazardous materials in a manner which 
. , 

rrlaterially complies with' all applicable environmental re  y lations. Without limiting any o f  

. . the'bther obliktions of Lessee set forth in this Lkase Agreement,Lessee shall, at its own cost 

: .' 
and expense, procure, maintain in effect and materially compIy with all conditions. and. 

. . 

requirements of any and  all licenses and other governmental, court-imposed and 

' reguiatori approvals, authorizations or orders arising or required under any &vironmcrltal 

;eg-ulations relating t* ~ e s s e c ' s  generation, use, keeping, storage, transpod or disposal of , ' 

such hazardous materials. Leisee ;hall irnrnediately notify Lessor of its discovery of (i) any '' 

material release of any hmaidnus materials on or 'about the Leased Premises or adjoining 

property, or (ii) the presence thereon of 'any hazardous materials whi,ch is in material 
> 

. violation of any material environmental regulations,. or (iii) its receipt of any notice of 

violation or any environmental regulations or environmental claim pertaining to the Leased 

Premises or Lessee's activities. If Lessee shall generate, use, keep, store, remove, transport 

or dispose of hazardous materials in, on, about o i  under the Leased Premises or .any adjoining 

property and the same results i n  any contamination of the Leased Premises or the 

surrounding environment duririg the term of this Lease ~ g r e e m e i t  or within a period of five 

(5) years thereafter, and a written claim with respect thereto is asserted by Lessor or its 

) . . .  . . 



. . 

assignee againit ~ e s s e e  within such term or within five (5) years thereaffer, then Lessee shall. 

promptly at its sole cost and expense take all actions as are necessary to return the Leased 

, 'Premises and/or the.  surrounding . . environment to the condition existing prior to such 

. contamination in a mvlner which materially complies with all environmental regulations. 
. . 

Prior to the expiration or earlier termination of*the'term o f  this Lease Agreement., i,~ss:e 

shall cause to baremoved from the Leased Premises all hazardous materials existing in, on: 
. .  . . 

about or under the Leased Premises and/or adjoining property which were brought upon, 

generated, used kept or'stored ,by Lessee br any of its ~ e s ~ o ~ s i b l e  Parties and s,hall.cause 

such hazardous materials to be stored, treated;, transpdrtedand/or disposed of, all in material 
. . 

. comp,liance with all environmental regulations. Lessee shall immediately deliver to Lessor 
. . 

copies' of and all manifests and other documentation relating to. the removal, storage, 
. . 

treatment, transportation and/or dispos'al of any hazardous materials or receptacles or 
. . 

containers therefor reflecting the legal and proper removal, storage, treatment, transportation , 

. . 
< and/or disposal thereof. Lessee shall, at its sol6 cost and expense, repair any damage to the 

Leased Premises resulting from Lessee's removal of such hazardous materials and 
. . 

' receptacles. or containers therefor. Lessee's obligations hereunder shall include, but shall not 

be 'limited to, the cost of investigation; removal, remediation, ristoration and/or abatement, ' 

. . 

and shall survive the expiration or earlier termination of this ' lease ~g-reerneht. 
. . 

ARTICLE ELEVEN . . 

LIENS; ESTOPPELS AND EASEMENTS 
. . 

. 11.1 No ~ i e n s  by 'Lessor. Except for permitted encumbraixes and the 

easements, covenants, .conditions' and restrictions created in accordance with Paragraph 1 1.3, 
. . 
-Lessor agrees and covenants not to place any deed of trusl, m.ortgage or security lien 

. . 

("Lien") upon the Leased Premises during the term of this Lease Agreement. 

Estoppel Certificate. Each party, within twenty (20) days after notice 

from the  other party, shall execute and deliver to the other party in recordable form, a 



. . . . '  . . . .  

\ ; ' .  ' c&-tificate'stating that this Lease Agreement is unmodified and in hill force and effect, or in 
. . 

. . 
. . 

full force and effect as modified, and stating the modifications. The certificate also shall . . .  

state the nature and extent of any then existing default or breach of this Lease Agreement by 
. . 

' the party requastink the certificate Failure to delivc : the certificate within such twenty-day 

pe;io'd shall be ronclusive uponthe pan, failing to deliver the certificate for the benefit of 

the pmy requesting the certificate and any successor to the party requesting the certificate, . . . . . . 
that t h s  Lease Agreement is in full force and effect and has not been modified and no default 

, . 

or breach exists, except as may be represented by the party requesting the certificate. Lessor 

shall also provide similar estoppel certificates upon request by Lessee or any sublessee on the 

. same terms with respect to any subleases which may be entered into by Lessee under and as 
. . . . . . 

' 

permitted by this Lease Agreement from timeto time with respect to all or any portion of the 

".Leased Premises. . 

Easements. Restrictions. At noco.st or expense to Lessor, Lessor shall 

1 execute whatever' documents' Lessee, through its Manager, reasonably requests to impose 

. upon the ~ e k c d  Premises such easements, covenants, conditions and restrictions for puking, 

ingress, egress and utilities as are reasonably required by Lessee in connection with the, , . 

orderly . . opefation and development of the ~eased-premises; povided that ~ e s s o ;  shall not be 

required to execute arly such document which would hzve a material adverse effect $on the 
. . .  

use of the Leased Premises as provided for in Paragraph 3.1. . 
' 

ARTICLE TWELVE . 

. . 
. .  

. . 
ADDITIONAL COVENANTS OF LESSEE 

. . 
12.1 Assicnment and  Sublett ine.  Lessee may assign or sublease all or any 

. . 

- .  

p" of the Leased Premises upon at least 90 days' written notice to Lessor, subject,to Lessors 

'- right toteminate this Lease Agreement as aresulf of such a s s i w e n t  or sublease. 

Attornment and  Nondisturbance of Subtenants. If Lessee subleases 

to one or more persons all or any portion of the Leased premises as pepitted.herein, each 
. . 



. . such sublkase shall c0ntain.a provision requiring thc sublessee of such sublease toattorn to , 

. . 

Lessor if Lessee defaults under or 0themis.e tirrninates this ~ e a s k  Agreement. Lessor shall 

recognize each and every such sublease and shall not' disturb any such sublessee's possession 
. . 

thereunder so long as such sublessee i sho t  in default under such sublease, such sublessee 
. . 

aRorns to Lessor and pays to Lessor all rent due and payable after the date of such attomrLlent 
. . 

(subject to any rights of Lessee set forth elsewhere in this Lease:Agreement and without any 
. . 

liability or obligation by Lessee or such sublessee to refund any amount of prepaid rent 

previously received by Lessee or' such sublessee from the attorning sublessee), and Lessor 

shall not..be responsible to such sublessee for any act, omission, event or circumstance by 

Lessee.or any sublessee claiming under ~ e s s e e  occurring on or pries to the date o f  such 

. attornment, 

, '12.3 Accreditation. Lessee shall' cause its Manager to continuously 

maintain a n y  accreditation which may be necessary for Lessee to continue ,to operate the 

, Leased Premises as' a health, care institution, including without limitation, its accreditation 

' with the Joint commission on Accreditation of Healthcare Organizations ("JCARO"). 

12.4 License. Lessee shall cause its Manager to continuously maintain a 
. . 

' valid license issued by the Department of Health Services of the State of California for the 

operation of the Leased Premises as a health care institution, andto maintain any additional 

licenses, permits and other governmental approvals necessary for Lessee to continue to 
. . . . 

operate the Leased Prernisei as a health care institution. . . 

; . .  
12.5 ' Payment Systems. ~ e s s e e ,  with respect to overall ~ o s ~ i t a l  operations 

. , 

' and Lessee's ~ a n a ~ e r  with respect to the Leased Premises, shall maintain (i) SBHC 

certification for participation i n  the ~ e d i c a r e  program or any successor thereto, (ii) SBHC ' 

qualification f i r  participation in the ~ e d i - ~ a l  program or any successor .thereto, and 

(iii) SBHC qualification for in and payment wider private insurance programs 

having brqad application and federal, state and local governmental progr&s providing for 



paymint or reimbursement for services rendered; provided, daw&vex,. thA nothing herein 

shall require Lessee to (a) institute or maintain any action or proceeding against the State of 
. . 

California or any other governmental entity or agency, (b)-enter into a contract with a ~ & a l  ' 

. . 

Initiative or Mainstream Plan under the Department of Health Services ' plan for expanding, 

Medi-Cal managed care, ,or (c) comply with any new laws or regolations which substantially 

modify existing laws or regulations respecting Disproportionate Share Payments. 

12.6 , Obtaininc Transfer of Licenses. As a condition precedent to the 
. . 

' iffectivcness of this ~ e a &  Agreement and the Management Agreement, Lessee shall obtain 
, . 

all necessary and appropriate licenses to operate SBHC as a distinct unit. of theHospita1 (the 

"Licenses"). Lessee shall use its best efforts to obtain the Licenses as of or p i o r  to , 

November 30, 1997, and Lessor shall use it best efforts to assist Lessee in obtaining the 

Licenses. Lessee shallbe liable to Lessor for any damages resulting from Lessee's failure to 

.use best efforts to 'obtain the,Licenses in the event such Licenses are not obtained as of or 
. . . .  ' . . 

1 prior to November ,3 0,1997. . . 

. . 

ARTICLE THIRTEEN , 

TERMXNATTON . 

13.1 Termination by Either ~ e s s o r  or Lessee. Th i s  Lease Agreementmay 
. . 

be terminated by action of either Lessee or  Lessor if the other party has defaulted under this 
. .  . 

. Lease ~g-reernent asprovided in Article Seven above and such default ha; not been cured as 

provided therein. . . . . . . 

. . . . '  

, 13.2 Termination Upon T e r r n i n a t i i t .  ' This 
. . 
. . 

Lease Agreement shall be terminated in the event of and 'on the date .of the termination the 

Management ~greement .  

13.3 ' ~er rn ina t i on  Upon Assignment or sublease. Lessor shall hive the ' 

optiqn to terminate this Lease Agreement $on 90 days' written notice in the event of an' 

assignment or sublease oiall  or any part of the Leased Premises by Lessee to a third party. 



Surrender of Leased 'Premises. ' ,  Upon the expiration or earlier , 

termination of this Lease Agreement (but subject to Paragraph 3.4 and Articles Five and Six), 
. . 

Lessee shall grrender unto Lessor the Leased Premises as is (except for damage caused by 

Lessee) and all  records and books relating to the Leased Premises which reasonably 

necessary to the operation there0f .b~ Lrssor or a successor lessee. In this regard, 12essee 
\ .  : ,shall maintain thrqughout the terrn ofthis  ease k e e r n e n t  appropriate building records. At 

. . 

kuch time, ~ e s s e e  shall also cooperate with Lessor in bbtaining the transfer and assignment to 

Lessor or to  any lessee succeeding Lessee of all licenses, permits and contracts, including . , 

' without limitation contracts with payors for health care services, related to the operation of 

. . the Leased Premises. During the last twelve (12) 'months preceding the termination of this 

Lease Agrkement, Les,see shall affprdLessorandits agents 'reasonable access to the ~ e a s e d '  
. . 

Premises and to Lessee's books and records for the operation of the SBHC for the purpose of 

, . . . showing them to prospective lessees or purchasers of the Leased Premises, provided Lessor 

.and its agents, as well as any prospective lessees or purchasers, agree in writing with Lessee 

to keep any such information confidential, except as otherwise provided by law. 
. . 

13.5 Termination UponFederal Waiver or Elimination o f  

Reimbursement Differential. Either party shall have the 'right tq terminate .this Lease 
. . 

Agreement and the Management Agreement in the-event Lessor is successful in obtaining a 
. . 

fedkral waive; which eliminates the necessity of SBHC to be operated as a distinct unit of an 
. . .  

: acute carehospital. 'Either party shall have the right to terminate this ~ e a s e ~ g r e e r n e n t  and . 

t h e  Management Agreement if any law o r  regulation. is passed or lapses, which would 
. , 

.eliminate reimbursement differentials and payment criteria such that there is no material , 

. 

. . 

.. . economic disparity between operating SBHC as a distinct unit of anacute care hospital 0r.a 
, 

free standing unit. 
' . .  . 



14.1 Modification or Amendment. This Lease ~ ~ r e e r n e n t .  may not be , 

' modified, or amended except pursuant to an instrument in writirlg executed anddelivered on 
. , 

. behalf of each of the parties to this a ease Agreement. 
, 

. . 
.Waiver. Tne waiver by either party of any term, covenant, agreement 

orxondition contained in this, Lease shall not be d e e ~ e d  to be a waiver of any subsequent 
. . 

breach-of the same or any other tern, covenant, agreement or condition, nor shall any custom 

or practice which m'ay grow up between the parties in the administration of this Lease be . 

. + ' 

construed to waive or lessen the right of either party to insist upon performance in strict 

accordance . with . all of the provisions of this Lease. The subsequent acceptance of Rent by 

. Lessor shall got be deemed to be a waiver of any preceding breach by Lessee of any 

/ 
, .  provision, covenant, agreement or condition of this Lease, other than the failure of Lessee :to 

,I pay the particular Rent. so accepted, regardless of Lessor's knowledge of such breach at the 

t ime it accepts the Rent. 

14.3 . ~ndernnification. 
. . . , 

. . 14.3(a) Lessee shall defend, indemnify and,hold,Lessor harmless from,, 
' 

and reimburs.e Lessor for, any loss, cost, expens.e, liability or damage (including, without 

. .. 
limitation, reasonable attorneys' fees and costs in connection with or in any way related to,' 

. . 
any breach or default in the performance of any obligation to be performed by Lessee under 

. . 

the te rns  of this Lease Agreement, or any intentional misconduct or negligence of Lessee, or . , 

any officer, agent, employee, guest, or invitee of Lessee or of any sublessee of Lessee, 

regardless.of whether such intentional misco.nduct or negligence was active or passive. - 

. 14.3 (b) Lessor shall defend, indemnify and hold ~ e s s e e  'harmless from, 
9 .  

and reimburse Lessor for, any cost, expense, ' liability' or damage (including, without 
I .  ' .  . 

limitation, reasonable attorneys' fees and costs), in corinection with or in any way related to 
) , '  . . 



- .  . . 

any breach or default in the perform'ance of any 'obligation to be performed by Lessor under 

the terms of this Lease Agreement during the term hereof or any intentional misconduct or 

negligence of Lessor under the terms'of this Lease ~ ~ r e e r n i n t  during the term hereof or any 

i~lteniional misconduct or negligence 9f Lessor, or any officer, agent, employee, guest or 

. invitee of Lessor, regardless of whether sach intentional misconduct or negligence was active 

or passive. 

14.3(c) F.ollowing termination of this Lease Agreement, Lessor shall 

defend, indemnify and hold Lessee harmless from, and reimburse Lessor for, any cost, 

expense, liability or damage (including, without limitation, reasonable attorneys' fees and 

costs), inconnection with brin any way related -to any breach or default in the performaice 

of'any obligation t'o be performed b y  Lessor in acting as ~ a n a g e r  of Lessee for 'the Leased 
. . 

Premises during the terms of this Lease Agreement. . 

. 14.3(d) In the event of the occurrence of any event which a party 
I: 

asserts is 'an indernnifiable event' pursuant to this paragraphJ' such party shall notify the other 

party promptly and, if such event involves the ciaim of any third person, the notified party 

shall have sole control over, and shall assume all expense with respect to, the defense, 

settlement, adjustment or compromise of any claim as to  which this Paragraph requires it to 

indemnify the other, provided that (i) the other may, if it so desires, employ counsel at its 
, . . . 

own expense to assist in the handling of such claim, .and (ii) the indemnifying party shall 

obtain the prior written approval of the other party, which shall not be unreasonably 

withheld, before entering into any settlement, adjustment or compromise of such claim or 
. . 

ceasing to defend against such claim, if pursuant thereto or as a result thereof there would be 

irnpos ed in, unctive or other similar, relief against the other party. All indemnification 

obligations hereunder shall survive the expiration or earlier termination of this Leaie. 

14.4 ' ~ r a d e  Secret3. At all times during this Lease Agreement and 

. following the.expiratjon or earlier timination of this Lease ~ ~ r e e m e n t ,  except as may be 



. required by law, neither party hereto shall, without the prior consent of the other party, use, 

disclose or knowingiy permit any other person or entity to disclose or use any trade secrets or 

., proprietary information beionging or pertaining to the other party. . , 

14.5 Governing Law. This Lease Agreement shall be governed by and 

constiued 112 accordance with the internal laws. of the State of California, without regard to 
. . 

principles of conflicts of law. . , 

4 6  i d .  In the  event thit  any one or more of the provisions 

contained in this Lease Agreement shall be invalid, illegal or unenforceable in any respect, 

. the validity, legality and enforteability of .  the remaining contained. in this  ease' 

~ ~ r e c r n c n t  shall not in any way be affected or impaired thereby. TO the extent by 
, ,  . , . . 

a6plicable law, each party to this Lea'se Agreement waives any~provision' of law which . 

renders any provision of this Lease ~ g e e r n e n t  invalid,, illegal or unenforceable in aliy 

, ' respect. In the event any provision of this Lease Agreement',shall b e  held invalid, illegal or 

1 .  onenforc'rab~~, the parties 'shall use all igasonable efforts to substitu:e a valid, legal and 

enforceable provision which irnpl&nents the purposes and intents of this Lease Agreement. 

All notices; requests; demands, waivers, consents and other . 

communications hereunder' shall be in writing, shall be delivered either in pxson, by , 

. tilegraphic, facsimile or other electronic. rneans, by  overnight air courier or by mail, and shall ; . , . . 

, . be . deemed to have been.ddy given and to have bccomc effective (a)'upon receipt if delivered 
. . 

in or by telegraphic,' facsimi'le 'or other electronic means calculated to arrive on any 
. . 

. business day prior to ,6:00 p.m. local time at the address of the addressee, or on the next 
. , 

succeeding business day if delivered on a non-business day or after 6:00 p.m. local.time, 
, . 

. . ( b )  one business day afier.hwing been delivered to a n  air courier forovernight delivery or 

(c) thee  businessdays after having been deposited in the mails as certified or registered mail, 

return receipt requested, all  fees prepaid, directed to the parties or their assignees at the 
. . *  

' followirig addresses (or at such other address a; shall be given.in writing by a party hereto): 

i . . 



. . . *  . . 
. . .  . .  . . . . .  . . 

' .. . . .  . . . . . . .  , . : 
. .  . ' '. 

. . . 
. . .  . '. 

. .  . , . . ,.. 
. .  . . . . . .  . . .  

. . . . . . 

. . . . .. . 
If to Lessee, iddressed to: 

' 

. . . . 

TENET HEALTHSYSTEM'HOSPITALS, INC. 
Doctors Medical Center . 

I44 1 Florida Ave. . 
Modesto, CA 95352 I 

A& ~ h r i s  IliiCicco, CEO 
Facsimile: (209) 576-3680 

. . 

with a copy for breach notice or invocation of 
dispute resolution only to counsel for Lessee: . . . 

' Tenet HealthS ys tem 
14001 Dallas Parkway, Suite 200 

'Dallas, TX 75240 
Attn: ~ e n e r a l  Counsel 
Facsimile: (2 14) 78 9-2370 

and 

. John A. Meyers, Esq. 
Ervin, Cohen & ~ e s s u ~  

, 940 1 Wilshire Blvd., 9thFloor 
Beverly Hills, CA 90212-2974 
Facsimile: (3 10) 859-2325 

If to Lessor, addressed to: 

' . .,.STANISLAUS COUNTY 

. . 
1 100 H Street ' 

~ o d e s t o , ~ ~  95353 
Attn.: Reagan M. Wilson, CEO ' 

Facsimile: (209) 544-6226 , 

with a copy to counsel for ~ e s s o r :  

STAMSLAUS COUNTY 
11 00 H Street 
Modesto,CA 95353 
Attn: ~ i c h a e l  H. Krausnick, County Counsel 
Facsimile: (209) 544-6226 
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) :. 1 4 3  Entire ~ ~ r e e m e n t .  This Lease Agreement (including any exhibits and 

schedules) constitutes the entire agreement, supersedes ail other prior agreements and 

understandings, both written and oral, among the parties, or any of thirn, with respect to the 

subject matter o f  this Lease Agreement: 

. . 1 4 . 9  . Ca~t iogs .  The article and Paragraph ca-ptions in this Lease Agreement , . 

are for convenient reference only, donot  constitute part of This Lease Agreement and shall 

not limit or otherwise. affect any of the provisions of this Lease ~g reemen t .  . . 

14.10 Addition a1 Docum en ts. In addition to the documents and instruments 

to be delivered as provided i.n this Lease ~ ~ r e e m e n t , '  each of the parties shall, from' time to 

time at the request of the other party, execute and deliver to the other party such, other 

do.~urnents and shall take such-other actions as may be reasonably required to carry out more 
. . . .  . 

effectively the terms of this Lease Agreement. 
. . 

14.11 ~ i m e  is of the  Essence. Time is ,hereby made of the, essence with 

respect to each and every term of this ~ e a s e ' ~ ~ r e e r n e n t ,  including the delivery of rent and all 

other time constraints and deadlines imposed under the terns of this Lease Agreement. 

14.12 Dispute Resolution. In 'the event any disagreement, dispute or claim 

(collectively, a "Dispute") arises between Lessor and Lessee. with respect to the enforcement 

or  interpretation of any term or provision of this Lease Agreement or whether an alleged 
. . .  

def+ or breach hereof has or has not occurred, or with respect to any indemnity claim or 

right or any other matter related to or arising out of this Lease Agreement or the relationship 

. ,or transactions contemplated hereby, such Dispute shall be resolved in accordance with the 

following procedures: 

. . 14.12(a) ~ e e t - a n d - ~ o n f e c ,  In the event of a Dispute between Lessor 
. . 

. and Lessee, either party may give written notice to the other party setting forth the nature of 
. . 

, - .  such Dispute ("Dispute Notice"). The parties shall meet and'confer'to discuss the Dispute in 
. . 

good faith within thirty (30) days of the other party's receipt of the Dispute Notice in.  an 



. . . . 
. . attempt to resolve the ~ i s p u t e  (unless the parties have already engaged in a meet-and-confer 

. . . . . . 

process with respect to such matter, under ' another provision pf this Lease Agreetnent, in 
. . 

' which event' they may proceed directly to  arbitration upon receipt of the .Dispute Notice 

hereunder. .kli representatives shall meet at 'such date(s) and time(s) as are mutually 

, convenient to the representatives of eachparty within such 30-day period. 
. . 

14.12(b) Arbitration of Disputes. Except as set forth below, any 

Dispute which cannot be resolved by Lessor and Leisee within thirty (30) days after either 

party's receipt of a Dispute ~ o t i c e  may be svbmitted at the option of either party to binding 

atbitration; which arbitration shail be conducted in accordance with the.following provisions: 

(1) Venue. The arbitration shall be conducted in 

Stanislaus county, ~alifornia; unless the parties mutually determine that 

another venue would be more' convenient for the parties. 

' . . (2). Law. The governing law shall be the law of the State of 

California, 

(3) Selection. A single. disinterested third party arbitrator 

shall be selected by mutual agreement bf the pafties, or if.they are unable to 

: mutually select an ~ rb i t r ak r  within fifteen '(1 5) days afiei either party notifies 
. . 

the other of its desire t o  arbitrate the Dispute, then by JAMSEndispute 
. . 

' ("JAMS.") in accordance with its then-current Rules of practice and 

~rocedure. 
. . 

(4) Administration. The arbitration shall be .administered by 
' I . '  

. . 
JAMS. 

(5) ' 
B&. ' The rules of arbitration shall be the Rules of 

. . 
. Practice and Procedure of JAMS as may be modified by the parties to the 

arbitration by mutual agreement at the'time of the arbitration, except that the 

. . 
, '  provisions of California Code of Civil Procedure Section 1283.05 are 

. . 



1 . . .  . 
/ ' , incorpdrated into and made applicable to this agreement to arbitrate, unless the 

. . 

parties agree otherwise at such time. For gqod cause shown and on order o f  

the arbitrator, depositions &ay be .taken and discovery may be obtained in 

accordance with Califor~l-3 Lode of Civil Procedure Section 1283.05. 

( 6 )  Bw_;lrd. The decision of the arbitrator shall be final and 
. . 

binding upon the parties hereto,and judgment upon the award may be 'entered 

in any court of competent jurisdiction in the 'united States. .The award shill 

, include written findings of fact, a summary of the evidence and reasons 

underlying the decision .and conclus.ions of law. The arbitrator shall have the 

power to award equitable relief, including specific of the tkms 

and conditions of this Lease Agreement ahdlor hjunctive relief. However, the 

arbitrator shall not have the right or'power to issue an award which terminates 
. . . . 

, . 
: .. this Lease Agreement, approves any such termination by action of Lessor, or 

. . 

1 " 

. . .  
. . 

otherwise affects Lessee's right to occupy the Leased  remises withbut 

disturbance, 'unless and, until (a).the airbitrator shall have first issued . a  final, 
a- 

. , '  

binding award requiring specific performance of this Lease Agreement or * 

enjoining a violation of this Lease Agreement by Lessee, and (b) Lessee shall 

have failed t o  comply with such prior award within thirty (30) dais thereafter ' 

(or if .such compliance cannot reasonably be accomplished within such 
, . 

30-day period, Lessee shall'have failed to commence such. compliance within 

such 30;diyperiod and thereafter diligently prosecuted it to completion). 

' Furthermore, the arbitrator. shall not have the right, or pow,er to award punitive 

or exemplary damages. 
. . 

. . . . (7) Fees and Costs. As part of theaward, the arbitrator may 

award reasonable and necessary costs actually incurred by the prevailing party, 
. . 

as determined by the arbitrator in his or her award, including that party's share . 
, -  

1.1/06/97 10:20 prn 



. i f  the arbitrator's fees,cgsts and expens&, as well as any administration fe.es. 
: .  . * . . . . 

The arbitrator may also include reasonable attorneys' fees in an award of costs 

if the arbitrator finds that the party against' whom the fees are assessed acted 

frivolously or in bad i i t h  in its demaqd for, or &, the arbitration. , ' 

NOTICE: By initialing the space below Lessor and Lessee are agree'ing to 
have -any ~ i s p u t e  arising out ; ~ f  the rnaiters included in, this "arbitration o f  

' disputes" provision decided by neutral arbitration as provihed by California 
law (provided that such Dispute has not been resolved' though the 
meet-and-confer discussions described above) and the 'parties are giving up . . 
any rights they might possess to have the Dispute litigated in a court or jury - 7 

trial. By initialing the space below'lessor Bnd Lessee.hereby.agree to give u p  
. . 

their judicial rights to discovery and appeal, unless those rights are specifically 
' included in this "arbitration of disputes" provision. If Lessor or Lessee refuses ' 

to submit to arbitration after agreeing t 
' 

compelled to arbitrate under the autho 

. . 

. . 
Lessor 1 

14.12(c) Selection of Alternative Arbitrator. I n  the event that JAMS is 

not in existence at the time of coinrnehciment of the arbitration proceeding, as applicable, 

'then the L q g e  and Complex Case Panel of the American ~rbi trat ion Association ("AAA") 

shall. administer the  proceeding. In such case, all references' to JAMS in this Lease 

Agreement shall instead refer to the AAA, and all references to the Rules of Practice and 
. . 

. . Procedure of JAMS in this Lease, ~ ~ r e e r n e n t  shall instead refer to . the then-current . 

I .. commercial arbitration mles of the AAA. 
, . 

14.13 Relationship of Lessor andLessee. Nothing contained herein shall be. 

deemed or construed as creating the relationship of principal and agent or of partnership or of 

. joint venture by the pvties hereto, it being undeistood and agreed that no'provision contained 

, ' in this Lease Agreement rior any acts of the parties hereto shall be deernkd to create .any 

relationship other than the yelationship of lessor and lessee.. 
. . 

/ 

1 1/06/97 10:20 prn 



14.14 Consents Not Unreasonably Withheld. Wherever the consent o r  

. . 
approval of any @arties is required under this ' lease Agreement, such consent or approval . . 

shall not be unrkasonably,withheld, delayed or conditioned, unless such consent or, approval 
. . 

. . . is i.; be given by such at the sole and absolute discretion of such party or i~ otherwise 

. . similarly qualified. . . 

14.15 No Third Party Beneficiaries. This Lease.Agreement is being entered 
. . 

into solely for the benefit of the parties hereto and their respective successors and assigns, 

and is not intended to benefit any third party, and only the parties hereto-and their respective 

successors and assigns shall have the right to enforcethe terms hereof. 

14.16 sho r t  ' ~ o r m  Agieement. This Lease Agreement shall not' be recorded, 
. 

but the parties agree, at the reqbkst of either of them, to execute a short form agreement f o i  
' 

recording, containing the names of the parties, a description of the Leased Premises and the 

lease term. . , . . 

.i -14.17 Subordination and  '~ondis turbance .  At ~ e s s o r ' s ,  option, this Lease 

. . (and any security interest in this Lease) may be subordinated or made prior to any mortgage,' 

deed of trust, of master ground lease which is now.or at any hture'time may be placed upon 
. . 

all or any portion of the Leased Premises. If Lessor requests, Lessee shall execute, 
. . 

acknowledge and deliver to Lessor, in such form as may be reasonably required by any 
, . 

ground, lessee, mortgagee or hoider'of a first or second deed of trust or mortgage on the 

leasehold or on the Leased Premises, any  instrument or instruments which may be deemed 
. . 



. . 
, . .  . . 

. . 
. . . . 

. . 
. . 

. . 

- .  . necessary'to further effect the subordination or priority o f  the Lease (and any security interest , 

in this Lease) to the lien'of the ground lease, mortgage or deed of trust. 

. 
, .IN WITNESS, .WKEREOF, the parties hereto have caused this Lease 

, . 

Agreement to be executed ar of the date first written above.' 

STANISLAUS COUNTY, 

~ e a & n  M. Wilson, CEO 

Chris DiCicco . . 

Authorized Signatory 



Facility Lease ~ ~ r e e r n e n t  ' ,  . 

Schedule l . l (a )  

Real Property Owned In Fee By County Upon Which SBHC Is Located 

Red propei!ty located at 1501 Claus Road, Modesto, California, consisting of approxirnate!~~ 
10.087 acres, with buildingsthereon consisting of the original complex, licensed for patient care 
af approximately 5 1,872 square feet and,a newly added warehouse space of approximately 6,000 
square feet. 

C 
. . 



. . 

S cheduie 1 .I (b) 
. . 

Taneible Personal Property Owned Bv County Itelated To SBBC 
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