
BEFORE THA INST]RANCE DEPARTMENT
OF THE

COMMOIYWEALTH OF PEI\INSYLVAI\NA

Statement Regarding the Acquisition of Control of or Merger with
Domestic lnsurers:

Highmark lnc.; First Priority Life lnsurance Company, lnc.;
Gateway Health Plan, Inc.; Highmark Casualty Insurance Company;
Highmark Senior Resources Inc.; HM Casualty lnsurance Company;
HM Health lnsurance Company, d/b/a Highmark Health Insurance Company;
HM Life lnsurance Company; HMO of Northeastern Pennsylvania, Inc.o

d/b/a First Priority Health; lnter-County Health Plan, lnc.;
lnter-County Hospitalization Plan, lnc.; Keystone Health Plan West, Inc.;
United Concordia Companies, Inc.; United Concordia Dental Plans of Pennsylvania, lnc.;
United Concordia Life and Health lnsurance Company

By UPE, a Pennsylvania nonprofit corporation

ST]PPLEMENTAL RESPONSE TO
SUPPLEMENTAL FTLTNG REQUEST 3.s.r

FROM THE PEI\INSYLVAI\IA INSI]RANCE DEPARTMENT

REQUEST 3.5:

Provide a full and complete copy of any communication (whether by letter, e-mail or
otherwise) and/or other document provided to and/or received from any governmental or
regulatory entity related to the Transaction that is not otherwise required to be submitted in
connection with this PID Information Request. "Governmental or regulatory entity" includes, but
is not limited to, the Pennsylvania Attorney General's Office, the Pennsylvania General Assembly,
departments or agencies of the Commonwealth (other than the Pennsylvania Insurance
I)epartment), other state insurance departments, the United States Department of Justice, the
Federal Trade Commission, other departments or agencies of the United States or any other state,
and any political subdivision or other governmental unit.

SUPPLEMENTAL FILING REQUEST 3.5.1 (via letter from the PID dated September 26,
2012)z

Please provide the foregoing information with regard to the Supplemented Transaction,
except for information previously provided in response to the January 9 Information Request.

RESPONSE 3.5.1:

Attached at Tab A are the following communications that have been sent

to or received from any governmental authority or regulatory entity related to the
Supplemented Transaction :
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l. Notice of Presentation filed with the Office of Attorney General on January 17, 2013 in

the Court of Common Pleas of Allegheny County, Orphans'Court Division (No.02-13-

00413).

2. Petition to Approve filed on January 17, 2013 in the Court of Common Pleas of
Allegheny County, Orphans' Court Division (No. 02-13-00413).

3. Order of the Court upon consideration of the Petition to Approve issued January 24,2013
by Administrative Judge Lawrence J. O'Toole, Court of Common Pleas of Allegheny

County, Orphans' Court Division (No. 02-13-00413).

T]PE
120 Fifth Avenue
Pittsburgh, PA 15222
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A.I T1{F CO1JRT OF COMMON PLEAS OFALLEGHHNY COIINTY, PENNSYLVANIA

ORPT{ANS" COURT DIVISIONIN,RE:

UPE UPE PROVIDfiR $UB, HIGH}IARK INC.,
WEST FENN ALLEGHENY HEALTH
SYSTEM, INC.. ALLECHENY $PECIALTY
PRACTICE NETWORK AI"LEG}SNY
MEDtrCAL PRACTICE NETWORK
ALLEGHENY SINGSR RES$ARCH
INSTITUTE, CANOhISBURG SSNERAL
HOSPTTAL, CA}IONSBURO A}SULA}.ICE
SERVICE, INC., T}IE \ETESTERN
PENNSYLVANLA HOSPITAL FOUI {DATION,
FORBES HEALTI{ FOLNDATION,
JEFHERSON REOIOT{AI. !'{EDICAL CENTER.
JRMC SUBSIDIARTE$, and JEFtrERSON
REGIONAL MEDTCAL CENTER
FO1ft{DATION.

No. / 3 * *a/S

r'-o.ii

NOTICE OF PRESENTATfSI

Toi GenaJ. lierse, Esq. and SandraRcnwan4 Esg., Officeof.Asorffiy Gersral

PLEASE TAKE NOTICE that a PETITION TO APPROVE: (A) AFFILIATION

AGREEMENT BETWESN A}ID AMONG UPE, UPE PROVIDER SUB, HFGI{MARK INC.,

WEST PENN ALLEOHENY T{EALTI{ SYSTEM,INC., CA}trONSBURG GENERAL

HOSFITAL, ALLE-KITIKI hffiDICAL CEhI"TER A}{D THE OTHERSTPAHS $UBSISI,ERISS

AND TO PERMIT ADOFTIONI OF AMSI{DED ARTICLES OF INCORPORATION A.I'{D

BY-LAWS BY CERTAIN $TPAHs ENTITISS. CONDMONED ON APPROVAL BY TT{E

PENICSIILVAI.{IA INSURA]ICE DEPARTMENT; A],ID (B) AIFILIATION AGREEMENT

BY A}.ID AMO}TO UPE, U?E PROVIDER SUB, A}ID HIOH$,IARK INC. A}ID JEFFERSON

RFEIONAL MEDICAL CENTER AND TTIE JRMC SUBSTSIARIES AND JEFFERSON

REGIWAL MEDICAL CENTER FOUNDATION will bc presorned Weiho*day, January 23,
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2013, at*30 a.nL, b tke $onerable Iawrence J. O'Toolg hick Building, 43? Grast Sfieet,

176 Floor, Fittsbnrgh, PA 15219.

Donne &[. Doblick
PAl.D. f?5394
RHpD SMITT{ LLP
Firm#234
225 FiSh Aveiue
Pittsbrrgh, P41,5272
(4r2) 288,4'186ry274
cdrronio@redsmith. com
ddoblick@reedsmith.com
Attorney{for IJPE, WE Provider $ub, utd
I{tghmoklnc.

PEPPERHAMILTON I"LP
firu # 143
3000Tws Lsgan Squma
Eighteentb and Arcb Strets
Pbiladelphia, PA I 91 03-2799
(?r5) g.St4783
s icalidesb{A.Depp€rl awcom
Au or neys fir fu e* P e m At{e gheny H e alt h Systswrs,
Inc., AAeglvny Specinlty Practlce Networh
Atlegheny Medical Practice Netwerh Alleghercy
Singer Resesch Instittie, Cmonsburg General
Hoipital, Connsbur g Ambulance Semlce, Inc., Tlu
We it ern P ew*ylvanfu H o spital Fewtdafi on, ad
Forbcs g&atth Foandaio n

PALD. #57535
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IIOUSMNI'IARSAT'ffiT
Flrn#371
lbee Gamuray C@
.6i ub€rty tr'*rc, if noot
Pitts@bPL $m-rw
(*r2)ffi-2n3f?26r
robim@blaw"mn
mabeld0l#lamr.cm
anorndfar Jeffercon Resioad &tedicql Ceder,
/RMC
keealCMr Fomfufan
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IN THE COURT OF COMMON PLEAS OF ALLEGHENY COUNTY, PENNSYLVANIA

IN RE: ORPHANS' COURT DIVISION

No./3-4tSUPE, UPE PROVIDER SUB, HIGHMARK INC.,
WEST PENN ATLEGHENY HEAL'TH SYSTEM,
INC., ALLEGHENY SPECI,ALTY PRACTICE
NETWORK ALLEGHENY MEDICAL
PRACTICE NETWORIq ALLEGHENY SINGER
RESEARCH INSTITUTE, CAI'{ONSBURG
GENERAL HOSPITAL, CA}{ONSBURC
AI\4BULAI{CE SERVICE, INC., T}IE WES]SRN
PENNSYLVANIA HOSPITAL FOTINDATION,
FORBES IIEALTH FOI.]NDATION, JEFFERSON

REGIONAL MEDICAL CENTE& JRMC
SUBSIDIARIES and JEFFERSON RECIONAL
MEDICAL CENTER FOIJNDATION

;
PETITI0N TO APPROVE. ' l:

: ,-ll'i cr
(A) ATnLIATION AGREEMENT BETWBEN AI\D AMONG UPE, UFEBBOIrIJTER- 

$UB, HICHMARK INC., WEST PEilIN ALLEGIIE1\1y mALTg SYSTEM, IIr{O.,
(ANQNSBURG GENERAL HOSPITAL, ALLE-KISKI I/ffiDICAL CENTER
AFID TITE OTHER WPAES STIBSIDIARIES AI\D TO PER]IdIT ADOPTION

OF AMENDED ARTICLES OT INCORPORATION AND BY.LAWS BY CERTAIN
WPAHS ENTITIES' CONDITIONED ON APPROVAL BY THE PENNSYLVANIA

INST'RANCE DEPARTMENT;

AND

(B) AFFITIATION AGREEMENT BY AND AMONG UPE, UPE PROVIDER SUB,

AND IIICHMARK INC. AND JEFFERSON REGIONAL IVIEDICAL
CENTER AND T}TE JRMC STJBSIDIJ|RIES AI{D JEFFERSON REGIONAL

,._. MEDrC-AL CENTqR FOUNDATTON . , .

f ::H
;.. r-' -: c,J
'. t_ '

. "':.'] E :l

(conttnued on next page)
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Filed by:

Carolyn D. Duronio
PA I.D. #41518
Donna M. Doblick
PA I.D. #75394
REED SMITH LLP
Firm#234
225Fifth Avenue
Pittsburgh, PA15222
(412)2884t06t7274
cduronio@reedsmith. com
ddoblick@eedsmith. com
Auorney{for UPE, UPE Provider Sub, and Highmark
Inc.

Barbara T. Sisalides
PA I.D. # 57535
Daniel Boland
PA ID #91263
PEPPER HAMILTON LLP
Firm# 143
3000 Two Logan Square
Eiehteenth and Arch Streets
pfitaaetptriq PA 191 o3-2799
(21s) 98r4783
sical i desb@pepperlaw.com
bolandd(@.neooerl aw,com
At t o r ney\ io i W e s t P e nn A II e gheny H e alt h S! st e m, I nc',
Aileshid Specialty Practice Networh Allegherty
Medtcal-Practice Networh Allegherry Stnger Research
Irutitute, Canonsbwg General Hospital, Cmowbarg
Antbulance Service, Inc., The Western Permsylvania
Hospital Foand*ion and Forbes Health Fomdstton

DeborahJ. Robinson
PA I.D. # 58593
Mary Jo Rebelo
PA I.D. # 53539
HOUSTON HARBAUGH
Firm # 371
Three Gateway Center
401 Liberf Avenue, 22nd Floor
Pittsbwgb, PA 15222-1005
(4r2)288-222s
robinson@h-law.com
mrebelo@lrh-law.com
Attorneylfor Jffirson Regional Medical Center,
JRMC 

-sulbsidiffiies, 
and fhe Jffir so n Regional

Medical Center Foundation
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Inc.
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Aileshdw Specialty Practice Networh Allegheny
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Irutitute, Canorcbttrg General Hospital, Canowhrg
Ambulance Service, Inc., The Western Pennsylvmia
Hospital Foundatton and Forbes Health Fotttrdotion

Deborah J. Robinson
PA I.D. # 58593
Mary Jo Rebelo
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HOUSTON HARSAUGH
Fhm# 3?l
Three Gateway Center
401 Liberty Avenue, 22nd Floor
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(4t2)288-222s
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JRMC 
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and rtte Jffir son Regional
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IN THE COURT OF COMMON PLEAS OF ALLEGHENY COI.INTY, PENNSYLVANIA

IN R3:

UPE, UPE PROVIDER SUB, HIGHMARK INC.,
WEST PENN ALLEGHENY HEALTH SYSTEM,
INC., ALLEGI{ENY SPECIALTY PRACTICE
NETWORK, ALLEGHENY MEDICAL
PRACTICE NETWORK, ALLEGHENY SINGER
RESEARCH INSTITUTE, CANONSBURG
GENERAL HOSPITAL, CA}IONSBURG
AMBI,,LANCE SERVICE II.IC., THE WESTERN
PENNSYLVAI.IIA HOSPITAL FOUNDATION,
FORBES }IEALTH FOI.INDATION, JEFFERSON
REGIONAT MEDICAL CENTER, JRMC
SUBSIDIARIES and JEFFERSON REGIONAL
MEDICAL CENTER FOUNDATION

OF,PHANS' COURT DIVISION

No.

PETITION TO APPROVST

(A) ArF'ILIATION AGREEMENT BETWEEN AND AMONG UPE, UPE PROVIDER
suB, I{TGHMARK rNC., WEST PEI{N ALLEGASI{Y mALTH SVSTEM, TNC.,

CANONSBURG GENERAL IIOSPITAL, ALLE-KISKI MEDICAL CENTER
AND TIIN OTIIER \ilPAHS STJBSIDIARIES AND TO PERMIT ADOPTION

OF AMENDED ARTICLES OI'INCORPORATION AND BY-LAWS BY CERTAIN
WPAHS ENTITIES, CONDITIONAD ON APPROVAL BY TIIE PENNSYLVANIA

INSURANCE DEPARTMENT;

ANI)

(B) AFTLIATION AGREEMENT BY AND AMONG [IPE, UPE PROVIDDR SUB,
A.NII HIGHMARK INC. AND JEFFERSON REGIONAL MEDICAL

*

TO TITE HONORABLE, THE JIJDGES OF SAID COURT:

Petitioners, UPE, UPE Provider Sub, and Highmalk lnc. (ogether, the "Highmark

Entities'), West Penn Allegheny Health Systems, Inc., Allegheny Specialty Practice Network,

Allegheny Medical Practice Network, Allegheny Singer Research Institute, Alle-Kiski Medical

Center, Alle-Kiski Medical CenterTrust, Canonsburg General Hospital, Canonsburg Arnbulance
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Service, Inc., Forbes Health Foundation, Subruban Health Foundation, The Westem

Pennsylvania Hospital Foundation, West Penn Allegheny Oncology Netvuork and West Penn

Physician Practice Nenrork (together, ths ooVest Penn Entities"), and Jefferson Regional

Medical Center, JRMC Subsidiaries, and the JEfferson Regional Medical Center Foundation

(together, the "Jefferson Entities'), by their respective counselo hereby present this Petition:

(a) to approve, conditioned upon receipt by Highmark of an approval from the Pennsylvania

Insurance Departmen! the affiliation of the West Penn Entities wiilr ttre Highmark entititis; and

(b) to approve the affiliation of the Jefferson Entitiss with the Higbma*Entities, all pur$ant to

15 Pa. C.S.A. $ 5547(b), representing in strpport of such Petition as follows:

.[tiR-rsDIcTIoN AND VENUE

l. Jurisdiction and venue axe proper in this Court pursuanl to Pennsylvania Rule of

Civil Procedure 2156 and under section TllQDof the Probate, Estates and Fiduciaries Code,

2}Pa.C.S.A. $ 7ll(21).

INToEUATION ASpUT,THE I4GHMARK ENTTTIES $i!D

Hishmarklnct

Z. Higbnark Inc. f'HighmarK) is aPennsylvania nonprofit corporation based in

Pittsbwgh, Pennsylvania. Priorto the adoption of section 501(m) of the Intemal Revenue Code

of 1986, as amended (the "Code'), Highrnark was federal tal( exempt as a social welfare

organization described in section 501(cXa) of the Code. It now is ata.xable entity governed by

the provisions of section 833 of the Code.

3. Highmark is an independent licensee of the Blue Cross and Blue Shield

Association, an assopiation of independent BluE Cross and Blue Shield plans. Through its

-2-
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subsidiuies, Highmark also provides a broad array of specialty products nationwide, including

dental, vision, stopJoss, and casualty insurance.

4. Highmark is the ninth largest health insurance company in the United States.

Highmark serves 4.8 million health plan members in Pennsylvania and West Virginia and is the

fourth largest Blue plan in the nation. Of these members: 3.1 million are in wEstem

Pennsylvania; 856,000 are in cenfral Pennsylvania/Lehigh Valley; 330,000 are in northeastern

Pennsylvania; 213,000 are in southeasternPennsylvani4 and 265,000 are in West Virginia

5. Nationalln Highmark employs more than 19,500 people (including approximately

10,500 in Pennsylvania). It provides health, dentaln vision, and supplemental health products and

services to 32.6 million customers.

. 6. Highmark participates in the commercial, Medicare, and Medicaid markets.

Througb its govemment business parnx€rships, Highmark processes claims for millions of

Medicare mEmbers and provides dental coverage for military families as well as dental and

vision coverage for fideral employeos. It also provides insurance servises for employees of the

Commonwealthof Pennsylvania and admirustersPennrylvania's Children's Health lasurance

Program.

7. Highmark's combined financial rEport as of August 2Al2 is attached hereto as

Exhibit L Highmark's combined financial report as of December 31, 2011, is atbched hereto as

Exhibit 2,,

IJPE (fhe "Parcnt')

8. UPE (the '?arent') was formed as a Pennsylvania nonprofit corporation without

members on October 20,2011. Although "UPE' is the initial cotporate name of the parent

organization for the health care system described herein the parties anticipate revising the

-3-
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Parent's corporate name when the affiliations described herein are consummated. The Parent's

Articles of Incorporation and interim Bylaws, which were duly adopted by the Parent's board of

directors, are attached as Exhibit 3. The proposed Amended and Restated Bylaws that will

become effective upon the affiliation of th3 Farento UPE Provider Sub (the'?rovider Sub"), and

Highmark with the West Penn Entities and the Jefferson Entities are attached as Exhibit 4.

9. The Parent has been formed !o act as the parent organization of a hmlth care

system (the "Health System') in westem Pennsy'vania that will be formed upon the affiliafion of

the West Penn Entities and the Jefferson Entities with the Highrnark Entities. The Parent will bc

the sole member of the Provider Sub (described Wa,nn 15-20) and the sole voting member of

Highmark.l

I0. The Parent's mission, and the goal of the affiliations, is to provide the highest

qualtty, most efficient health care to the communities in western Pennsylvania. The Paront's

activities will include seategic and operationaUadministative leadership forthe Health System.

As the national debato over health care has highlighted, the current fee-for-service system has led

to perennial increases in provider costs without a corre$ponding increase in guality or customer

experience. The Parent intends to focus on changing the current delivery of care model in

westem Pennsylvania.

I l. The Parent will encourage health care providers in the Health System, whether

hospitals or physicians: to use the most cost-effective vanue for care; to adhere to evidence-

based standards of care; and to deliver superior outcomes by reducing such things as unnecessary

I As required by Pennsylvania's insurance law, 40 Pa C.S.A. $ 6328(b), Higlrmark's
twenty-one (21) Directors will serve as members of Highmark. The individual members

generally will be nonvoting membersn with a right to vote only with respect to setting premium

and health insurance standards for individuals with low incomes as defined by applicable law

and regulations. 40 Pa C.$.A. $ 6325(a). The individual members will have no other voting or
contol rights with respectto Highmark.

-4-
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readmissions and post-surgical infections. From an administrative perspective, the Parent will

provide cerfain system-wide services to the Health System, including financial,legal, human

resources, govemm€nt relations, and communication services. For example, the Health Service

will use elecnonic health records t; facilitate the exchange of clinical datato improve patieut

care. In sum, the Parent will act as the parent organization of the Health System to ensure that

the Health System op€rates in fie most effective and efficient manner and provides the highest

quality health care for the communities that it serves, A fuller description of Highmark's

delivery of health care model, the "Integrated Delivery System,o' is set forth on Exhi,bit Z hereto.

12. At least a majority of the Parent's Board is required to be broadly representative

of the cornmunity served by the Health System. The Parent's Board of Directors initially will

consist of seven board members who also will serve on the 2l-member board of Highmark and

are broadly repres€ntative of the community. Only one director ofthe Parent will be an

employee of the Parenl The seven initial directors are leaders of numerous and diverse

organizations, both professionally and as volunteers, in the greater western Pennsylvania

community. The directors of the Parent do not receive any compensation for their services as

directors of the Parent. The Parsnt's board is a self-perpetuating board, meaning that the board

members will selecttheir zuccessors. The Parent is the sole member of Provider Sub, and will

select all of Provider Sub's board members. The Parent also will possess certain reserved rights

with respect to the governanc€ of the hospitals and other organizations witlin the Health

System.? In order to address a concem of the Attomey GEneral, all of the Directors of Parent

2 For example, subject to any provisions in the Affiliation Agreements, the Parent will:
(l) deterurine the number of directors; (2) appoint and remove at least a mqiority of directors;
(3) appoint the officers (including the CEO); (4) approve amendments to articles and bylaws;
(5) approve capital and operating budgets; and (6) approve major fransactions such as mergers,

-)-
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may serve on the Highmark Board of Directors for the first thrEe years following the affiliation.

Thereafter, at least one Director shall resign from the Board of Parent each yearto the end that,

by the end of the seventh year following the affrliation, a majority of the Directors of Parent will:

(a) not have been an employee of Highmark or its taxable affiliateq and (b) not have been a

Director of Highmark and its taxable affiliates for at least a five-year period.

I 3. On November I , 201 1 , the Parent applied to the Internal Revenue SErvice for

recognition of exemption from federal income tax under section 501(c)(3) of the Code. The

Parent sought classification as a non-privale foundation as a "functionally integrated Type III'

supporting organization to the hospitals in the Health System, specifically at that time, West

Penn Allegheny Health System, Inc., Canonsburg General Hospital, and Alle-Kiski Medical

Center (collectively, the "West Penn Allegheny Hospitals') within the meaning of section

509(aX3XB)(iii) of the Code and the cunent and proposed regulations thereunder.

14, The Intemal Revenue Senice granted the Parent's application on March 3,2012.

$IPS Pfovider Sub

15. UPE Provider Sub (the "Provider Sub") will'be the sole member.of WPAHS,

which in tum is the sole member of its affiliates, including Canonsburg General Hospital and

Alle-Kiski Medical Center. The Parent ssrves as the ultimate parent of the lVest Penn Allegheny

Hospitals ttrough its position as parent of the Provider Sub.

16. The Provider Sub will be the sole member of JRMC. The Parent serves as the

ultimate parent of the JRMC affiliates and subsidiaries through its position as parent ofthe

Provider Sub.

dissolutions, and sales of substantially all of the assets of the tax-exempt and taxable

organizations within the Health System.

-6-
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17. The Articles of Incorporation and Bylaws of the Provider Sub are attached hereto

as Exhibit 5. The proposed Amended and Restated Bylaws of the Provider Sub that will become

effective upon the afliliation of the Parent, the Provider Sub, and Highmark with the West Penn

Entities and the Jefferson Entities are attached hereto as Exhibit 6.

18. A schematic drawing of the proposed Health System is attached as Exhibit 8.

19. Simulfaneously with the application of theParent, the Provider Sub dlso applied

to the Internal Revenue Service for classification as a functionally integrated Type III supporting

organization described in sections 501(c)(3) and SO9(aX3XBXiii) of the Code.

20. The tnternal Revenue Service ganted the Provider Sub's application on March 3,

2012.

The Creation Of tiPE As.The Parent Of Hi{lglgt\AwQits
Aeproval F rom The P.gn+wlvania Denartm.glr*-P-f ,Insgllqg,g

21. The creation of UPE as theparent of Highmark requires the approval of the

Pennsylvania lnsuance Department. The Highmark Entities sought. that approval in the context

of the affiliation with the West Penn Entities beginning in November 2011. The review of

Highmark's submission continues.

22. AccordingXy, in this Petition, the Higlrmark Entities and the West Penn Entiliss

srek the Court's approval of their affiliation conditioned on Highmark's receipt of the requisite

approval from the Insurance Deparftnent.

23, The parties are seeking the Corut's approval now so that the afiiliation can be

effected immediately upon receipt of approval of the Pennsylvania Insurancs Department, which

is anticipated shortty. The financial condition of the West Penn Entities is critical, and delay

could result in significant harm to the ability of the West Penn Entities to carry out their

charitable purposes.
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24. Highmark has agreed with the Attomey General to seek the Pennsylvania

Insurance Department's approval of LJPE as the parent of a Health System including Highmark

and Jefferson in the event that the Pennsylvania Insurance Deparrnent makes a final adverse

determination with respect to the affiliation with the Wmt Penn Entities. Further, in the event

the Pennsylvania Insurance Departrnent makes a second adverse final determination with respect

to the creation of tlPE as the parent of Highmark, Highmark and UPE will propose a viable

alternative sfiucture accepable to the Attomey General and will secure the approval of this

Court.

PART A OF THE-PETITION: TTIE PROPOSEP ATTILIATION
or THE WEST PENN Ei\T,rTrF.S WITH TIIE IIIGTTTARKpNTITIES

25. West Penn Allegheny Health System, Inc. ('WPAHS') is a Pennsylvania

nonprofit incorponted in 1999. WPAHS is formed exclusively for zuch public, charitable,

religious, educational, and scientific prqposes as are described in section 501(cX3) ofthe Code,

as more fully described infra,n 29. WPAHS is the parent corporation of a tax-exempt multi-

institutional health care system that provides a broad specfiun.of health care services throughout

westem Pennsylvania up to and including quatemary healt} servicss.

26. As more fully describedir{ra,fltl 36-51, an Affiliation Agreement By And

Arnong UPE, UPE Provider Sub, Highrnark Inc. And ltrest Penn Allegheny Health System, lnc.,

Canonsburg General Hospital, Alle-Kiski Medical Center, And The Other WPAHS Subsidiaries

was duly executed by the parties' representatives as of October 31,2011 (the "West Penn

Affiliation Agreemenf'). A true and correct copy of the West Penn Affiliation Ageement

(exclusive of exhibits and sshedules) is attached hereto as Exhibit 9. This Petition relaks to all

of the WPAHS Subsidiaries identified on Schedule R-I to the West Penn Afiiliation Agreement.
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Although the parties are in the process of amending the West Penn Affiliation Agreement, the

substance of the attached agreement remains, including the contractual provisions intended to

ensrue the continued charitable puposes and starus of WPAHS.

Information About T4g,West Penn Entitigs

27. WPAHS, a Pennsylvania nonprofit corporation headquartered in Pittsburgh,

Pennsylvani4 controls and oversees the operation ofa diversified nonprofit integrated health

care delivery system providing pimary, tertiary and quatemary health care services primarily to

residents of weslern Pennsylvania. WPAFIS carries out its mission of comruunity-oriented

health care through five tertiary and community hospitals operating approximately 1,600

licensd beds, outpatient and diagnostic teafineot facilitieq home health and hospice care

providen and affitiated multi-specialty physician groups. In addition to providing hospital,

hospico and home health servicss, WPAHS provides residents of western Pennsylvania with

clinical seryices through a community-focused ambulatory care network that includes

ambulatory care sites, rehabilitation sites, dialysis centers, oncology toatment sites, primary care

physicians and sp€cialty physicians. WPAHS has 1,700 physicians, both employed and private

prac'tice, and employs approximately 11,500 people.

28, All entities comprising the WPAIIS system are Pennsylvania nonprofit

corpontions, withthe exception of: West Penn Specialty MSO, Inc. and West Penn Corporate

Medical Services, Inc., which are Pennsylvania for-profit, taxable corporations; Friendship

Insurance Compann Ltd.o a Cayman Islands corporation (collectiveln the "Torable

Corporations'); and West Penn Allegbeny Foundation, LLC ('WPAp"1, a single-member limited

liability company that is a disregarded entity for tar purposes. Other than the Ta:rable

Corporations and WPAF, each corporation has been determined by the Intemal Revenue Service
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to be a charitable organization described in seetion 501(cX3) of the Code and to be a non-private

foundation under section 509(a) of the Code. The following descdbes the corporate entities in

WPAHS:

29. West Penn Allegheny Health Sysary.&c WPAHS was organized in 1999 and

serves as the sole corporate member ofthe nonprofit entities comprising the health system and

the sole stockholder of the for'profit entities. Through its reserved powers as sole corporate

member, it oversees certain decisions ofthe boards of its directly-controlled affiliates. There are

three hospitals within WPAHS' corporate entity:

a Ailegluny General HospitaL Nle$erry General Hospital ('?GH') was

organized in 1885. AGH operates amedical, teaching and research institution on

Pittsburgh's north side. It is a 66llicensed-bed academic medical center primarily

serving Allegheny County and the sr.urounding counties. Capabilities at AGH include

neurosurgery, cardiology and cardiothorasic surgery, transplant orthopedics, trilrma, and

advanced teatnent for cancer. AGH has two satellite locations: AGH McCandless in

McCandless Tovmship and AGH Suburban in Bellevue. AGH McCandless provides

radiology and diagnostic imaging services, an endoscopy center, and access to specialists

in women's heart care, rheumatology, cardiology, neurosurgery andthoracic and vascular

surgery. AGH Suburban is an urgent care centerthat is open seven days a week,

providing outpatient services which include a gasrointestinal ('GI') lab, rehabilitation,

radiology and diagnostic imaging services, cardiology testing, a Sleep Disorden Center

and the Institute for Advanced Pain Medicine. Appointments are not required and

pediatricians are available.
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b. The Western Pennsylvania Hospital' Organized in 1848 to operate

Pittsburgh's first chartered public hospital, The Western Pennsylvania Hospital ("West

Perur") is a fu11-service,292-licensed bed medical center featuring private rooms. West

Penn is regionally and nationally recognized for excellence in bone marrow and cell

transplantation, burn care, bariatric surgery and reproductive medicine. West Penn is

also recognized for nursing excellence. It was the first hospital in western Pennsylvania

(2006) to be awarded Magnet@ recognition status from the American Nurses

Credentialing Center (*ANCC"). ln2}l1, it was the first in the region to receive

redesignation status, setting it among the top six percent of all health care facilities in the

world recognized by the ANCC. In January 2011, West Penn closed its emergency

department and moved a number of services to AGH. All inpatient volume not

associated with rehabilitation, burn care, obstetrics, gynecology or oncology was also

relocated. West Penn re-opened its renovated emergency department in February 2012,

and in subsequen: months, it opened renovated general medical/surgical units and

brought back services such as bariaUic, orthopedic swgery, and neurosurgery. Since

February 2012, West Penn has realized approximate volume of 8,400 inpatienls, 3,000

births, 18,500 emelgency department visits, and 6,300 surgical cases. In 2013, West

Penn will open its Cardiovascular Institute including multiple cardiac catheterization labs

as well as other related services. Plans also are underway to expand West Penn's surgical

offerings.

c. Forbes Regional Hospital. Forbes Regional Hospital ("FRH") is a 350-

bed facility located in Monroeville, Pennsylvania which primarily serves eastern

Allegheny and western Westmoreland counties. On an annual basis, 9RH has 15,000
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inpatient admissions, performs 12,000 surgeries, and has nearly 50,000 emergency

department visits. Among its specialty services, FRH offers labor and delivery, open

heart surgery, in-patient rehabilitation care, and has been designated as a chest pain and

stroke center. FRH currently is seeking designation as a Level II Trauma Center and is

expanding its cardiac surgery and cancer progmms.

30. Alle-Kiski Medical Center. Alle-Kiski Medical Center ("AKMC") operates a

25O-licensed bed acute care hospital, as well as Citizen's Ambulatory Care Center ("CACC") in

Natrona Heights, Pennsylvania. AKMC previously was known as Allegheny Valley Hospital,

which was established in 1909. AKMC entered into a long-term lease in 2001 to open CACC on

the site of the former Citizen's General Hospital, which closed in 2001. AKMC provides a wide

range of services including cardiology, chemotherapy, radiation oncology, orthopedics,

neurosurgery, psychiatric care, sports medicine, gynecology, ambulatory surgery, medical

imaging and diagnostic laboratory studies. CACC offers outpatient programs, including

ambulatory surgery and endoscopy, laboratory studies, cardiac diagnostics and radiology

services, and an outpatient medical oncology center.

31. Canonsbarg General Hospitdl Established in 1904, Canonsburg General

Hospital ("Canonsburg") is a lO4'licensed bed aeute care hospital located in North Strabane

Township, Washington County. In addition to inpatient medical and surgical services,

Canonsburg offers an ambulatory care program along with emergency seryices, in-patient

rehabilitation, orthopedics, cardiac catheterization services, home care and occupational health

programs. Canonsburg manages the Outpatient Care Center at Peters Township, which provides

various services under the licenses of Canonsburg, AGH, and West Penn.
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32. Physician Network Organizations. Altegheny Medical Practice Network,

Allegheny Specialty Practice Network, West Penn Allegheny Oncology Network, West Penn

Corporate Medical Services, Inc., and West Penn Specialty MSO, Inc. are physician netu'orks

and physician support organizations that employ and provide management, clinical and

administrative support to physicians employed by WPAHS. These physician practices include

primary care and most gpecialties and subspecialties. These practices are located both on the

main campuses of each hospital location, as well as at community-based locations tkoughout the

six county service area in southwestern Pennsylvania.

33. Fund-Raising Organizations. Forbes Health Foundation, Suburban l{ealth

Foundation, The Westem Pennsylvania Hospital Foundation, and Alle-Kiski Medical Center

Trust focus on philanthropy, and federal and state grants lhat are used to fund capital projects

and enhance endowrnents. Each foundation has been organized to support one or more specified

affiliates.

34. Research Organizctioas. Allegheny-Singer Research Institute and WPAF

provide clinical and administrative support for medical research projects. Medical research

projects typically are funded by federal and state grants, as well as by pharmaceu:ical companies

and private endowments.

35. WPAHS is known for its cost-effective, high-quality care. Its excellence has been

recognized with many awards, including being named as one of the country's top performing

health care systems based on patient care quality and efficiency for the third consecutive year by

Thomson Reuters. In addition, AGH has been recognized among the top 50 centers in the

country for quatity care in the fields of cardiology and heart surgery, gastroenterology and

orthopedics by U.S. News & World Report, while the system's other hospitals have received in
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regional rankings for high achievement in several of :he sixteen specialty areas that important

publication recognizes. In fact, the heart and liver transplantation programs at AGH are among

the country's best in patient care quality, according to the latest report by the Scientific Registry

of Transplant Recipients. These are just a few of the many awards and distinctions the health

system and its hospitals have earned.

The Affiliation Aercement Betwes$ The West Penn Entities And The Hiehma*( Entitieq

36. The West Penn Affiliation Agreement, dated as of October 31, 201 1 (Exhlbit 9

hereto), is by and among the Parent, the Provider Sub, Highmarlc WPAHS, Canonsburg General

Hospital, and Alle-Kiski Medical Center and Other WPAHS Subsidiaries (as idcntified on

Schedule R-l to the West Penn Affiliation Agreement).

37. The West Penn Affiliation Agreement and organizational documents of WPAHS

and Highmark and their subsidiaries and affiliates as proposed to be in effect upon the affiliation

provide that each will be contolled by the Parent.

38. WPAHS and its primary subsidiaries are exempt organizations described in

section 501(cX3) of the Code. A critical aspect of the West Penn Affiliation Agreement is

ensuring that they maintain their exemplions when they become part of the Health System.

Accordingl!, section 6.11 of the W0st Penn Affiliation Agreement ("Compliance with Tax

Exemption and Charitable Laws") requires the parties to operate in accordance with applicable

exemption and charitable laws, as follows:

a. Highmark, the Parent, and the Provider Sub shall use their commercially

reasonable best efforts to cause the Parent and Provider Sub to be organized and operated

in such a way that complies with sections 509(aX3) and 501(cX3) of the Code, as well as

to comply with the applicable law of the Commonwealth of ?ennsylvania applicable to
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charitable nonprofit corporations that relates to the nondiversion of charitable assets, 15

Pa. C.S.A. $ 5547(b). Similarly, the West Penn Entities shall use their commercially

reasonable best efforts to cause those West Penn Entities cunently determined to be

organizations described in section 501(cX3) of the Code to be organized and operated in

such a way that complies with that section, as well as to comply with the applicable law

of the Commonwealth of Pennsylvania applicable to charitable nonprofit corporations

that relates to the nondiversion of charitable assets, l5 Pa. C.S.A. $ 5547(b).

b. Further, in section 7.5 of the West Penn Affiliation Agreement

("Continuing Tax Exempt Status"), the parties: represent that for a period of at least four

years, no material change will be made to the overall activities of the West Penn Entities,

the Parent, or the Provider Sub if any such change would reasonably be expected to cause

any of those organizations to cease to qualify as an organization that is exempt from tax

under section 501(c)(3) ofthe Code, and represent that the parties have no present

intention to make any such changes in the future.

39. Section 2.5 of the West Penn Affiliation Agreement provides that Highmark,

directly or indirectly, is to provide certain funding to W?AHS to permit WPAHS lo conlinue to

provide health care services to the community without significant reduction in the services. To

date, Highmark has made $200 million available to WPAHS. Once the affrliation is effected,

Highmark will make up to an additional $275 million available to WPAHS, of which up to $33.6

million may be advanced prior to closing. The intent of each funding commitment is to ensure

that WPAHS has sufTicient resources to provide high-quality health care to the communities it

serves.
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40. In Section 6 of the West Penn Affiliation Agreement, the parties agree that they

will not sell, mortgage or dispose of all or substantially all of the WPAHS assets or change the

sole member of WPAHS or the Provider Sub for four years, except that the Parent or Provider

Sub may approve the refinancing of debt and the acquisition, construction, expansion or

development of WPAHS facilities even if financed and secured by encumbrances on the

WPAHS assets.

41. Section 7.? of the West Penn Affrliation Agreement provides that each pany will

be bound by and will honor the terms of all endowments and donor-restricted funds, and the

beneficial interests of the parties in gifts and bequests shall continue. Future contributions to

each of the parties, whether under will, deed of trust, or otherwise, shall be treated as

contributions to that partY.

Motivation For And Benefits To Be Achieved Bv The Affiliation
Between The West Penn Entities And The Hishmark Entities

42. WPAHS' financial condition is such that, without the affrliation, WPAHS would

need to affiliate with or sell its assets to another third party, which could be a for-pro{it entity,

&ereby altering WPAHS' tax-exempt, non*profit status and altering its charitable mission. Prior

to Highmark's infusion of funds, WPAHS' financial status was deteriorating rapidly. Objective

financial criteria support this conclusion: days of cash on hand, a measwe of liquidity, was

dropping, and rating agencies downgraded WPAHS bonds. It continues to have significant

losses and cash constraints.

43. Furrher, WPAHS closed the emergency room of West Penn Hospital, a major

facility in the east end of Pittsburgh, at the end of 2010. If the affrliation is not consummated, it

is anticipated that WPAHS will have to reduce services at West Penn Hospital and/or at other
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WPAHS facilities. In anticipation of the affiliation being effected, the West Penn emergency

department was reopened in February 2012.

44. The comments by David L. McClenahan, the immediate past Chair of the Board

of WPAHS, in a public hearing on the affiliation underscores the financial distress of WPAHS

and its motivation in seeking this affiliation:

The news coverage of West ?enn Allegheny's financial travails has been constant

and alarmist on many occasions. The truth is that in spite of many sound

strategies and devoted individuals, we have not been able to achieve financial
sustainability and, therefore, certainty that the non'profit mission of the

organization would be caried on for the benefit of the community. . . . The
financial profile of West Penn Allegheny is fragile and we were faced with
continued downsizing of our system, including complete closure of West Penn

Hospital in Bloomfield, in hopes that we would eventually be stable and able to

rebuild services and rejuvenate remaining facilities. The reality is that

organizations - govemment or private - cannot cut their way to prosperity.

As a board, we recornmitted ourselves to preserving the charitable mission of
West Penn Allegheny by pursuing serious due diligence to identiff a partner with
a strong balance sheet that would share the mission. I want to underscore this
point- The West Penn Allegheny board members live and work in this

community, and we take very seriously our fiduciary responsibility to preserve

these community assets for the people who have built them and come to work in
them each day. We do not "owl" West Penn Allegheny, the community does. . .

. Our board was not willing to preside over the demise of our charitable mission.

It became clear that affiliating with another non-profit community asset was the

best altemative for preserving the rich tradition and purpose of West Penn

Allegheny. Highmark was the obvious partner.

45. The community witl benefit as a result of the affiliation, both in the short term and

the long term. In the short term, community hospitals that are the only hospitals serving the

community in the Canonsbwg and Natrona Heights areas of Pennsylvania will receive the

resources necessary to continue to provide health care services. West Penn Hospital will

eontinue to operate and provide emergency medical services in the east e:rd of Pittsburgh and

expand womer and infants' care, cardiovascular services, and general surgery. AGH will

receive the resources it needs to continue to provide complex care in key areas, such as
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oncology, cardiovascular services, orthopedics, neurosciences, trauma and transplantation to

patients in the tri-state area, as well as provide important outreach programs to Pittsburgh's

North Side neighborhoods. Westem Pennsylvania is an area of many small communities, and

many residents will not seek lrealth care if they must travel a distance, particularly given the

significant elderly population of the region. Therefore, retaining health services in the various

locations WPAHS serves is even more important to the communities in and around Piusburgh

and western Pennsylvania than would be the case in other geographic locations.

46. In addition to the short-term benefit of retaining the services WPAHS provides,

the affitiation will improve the health care services provided to residents throughout western

Pennsylvania over the long term. The goal of the affrliation is to create a modern health system

that uses technology and evolving best rnedical practices, such as care protocols, to provide high'

quality, lower cost, efficient health services to the communities in western Pennsylvania by

preserving one of the region's key charitable hospital systems. Importantly, the hospital system

will be preserved as an exempt, charitable system described in section 501(cX3) of the Code and.

subject to Pennsylvania laws applicable to charitable entities. The affiliation is necessary to

restore financial viability to WPAHS and to ensure its long term survival as a provider of quality

health care to millions of Pennsylvania residents.

47. In addition, the affiliation will provide WPAHS the funding and support it needs

to continue its teaching and research missions. WPAHS is an important educational and research

institution. Each year, WPAI;IS hosts approximately 450 medical students, residents, and fellows

on its campuses, and numerous students of nursing and other health professions. The System

also operates Allegheny-Singer Research Institute, with active research programs across

numerous disciplines (including cardiovascular/pulmonary, oncology, human genetics,
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neuoscience, muscoskeletal, lupus and autoimmunity). WPAHS also pa*icipates in numerous

nationally recognized clinical trials, many in oncology.

48. The affiliation will further the Parent's parpose of promoting health by shaping an

integrated multi-institutional health care systern designed to provide access to high quality health

care services at lower prices. Importantly, the affiliation will result in a financially viable

WPAHS, which wilt be able to stabilize and then expand and upgrade the health care services

provided by WPAHS and its affiliates to the community. For example, the reopening of :he

emergency departrnent of West Penn Hospital insures that residents in the East End

neighborhoods of Pittsburgh have adequate options for high quality emergency care. The

viability of Vy'est Penn Hospital was definitely in question without the Highmark a{filiation.

Governance And Rgsnective Roles of rhe lrishrntrk Snlities
And The West Penn Entitiqs In ?he Health Svstem

49. As the parent of WPAHS, Provider Sub will be responsible for providing

strategic, operational and administrative leadership for the West Penn Allegheny Hospitals and

related exempt affiliates. Provider Sub will focus on ensuring that each hospital and health care

provider organization within the Health System is operated to provide high-quality affordable

heatth care to the communities served by the Health System. Provider Sub will coordinate care

and integrate services across the various provider organizations and communities within the

Health System. Prsvider Sub will have the right, subject to the Parent's reserved powers, to

recommend directors and offrcers, the annual capital and operating budget, amendments to

articles and bylaws, and major transactions involving the subsidiary organizations within the

Health System.

50. A board member from the Plent and a board member from Provider Sub will

serve on the board of each Hospital. Further, a majority of the board members of WPAHS and
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each of the other tax-exempt organizations within the Health System will be nominated by

Provider Sub and elected by the Parent (through its reserved powers with respect to the WPAHS

affrliates).

51. The Amended and Restated Articles of Incorporation and Bylaws of WPAHS, as

proposed to be in effbct upon the affiliation, are attached as Exhibit 10.

Thgittornev Qengral Har No Qbiection To The Affiliation
Of The West tenn Entitieq With The Hiehmark Entities

52. Timely notice of the presentation of this Petition, insofar as it relates to the

affiliation of the West Penn Entities with the Highmark Entities, was given to the Office of

Attorney General for the Commonwealth of Pennsylvania, together with a copy of this Petition.

The Attomey General has advised the parties that, based upon the documentation reviewed to

date, the Commonwealth has no objection to the affiliation ofthe West Penn Entities with the

Highmark Entities.

Certain West Peqn Eqrtities Require Court Apnroval To AmenC Their Artieles And Bvlaws

53. Section 2.3 of the West Penn Affiliation Agreement requires the West Penn

Entities to "take such actions as shall be necessary to amend their respective Articles of

Incorporation and Bylaws (or other comparable organizational documents) to include the

reserved powers to be held by [the ParentJ or [Provider Sub], as the case may be," and to

otherwise be in the form attached to the West Penn Affiliation Agreement as Exhibit F.

54. The articles of incorporation and/or bylaws of several of the West Penn Entities

state that certain amendments thereto are subject to review by the Attorney General and approval

by this Courr. Specifically: Anicle [II, section 2(A)(2) of the Bylaws of Allegheny Specialty

Practice Network (as revised September 18, 2008); Article III, section 2(AX2) of the Bylaws of

Allegheny Medical Practice Network (as revised September 18, 2008); Article III,
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sestion {2XAX2) of the Bylaws of Allegheny Singer Research Institute (as revised September 18,

2008); Article III, section 2(A)(2) of the Bylarvs of Canonsburg General Hospital (as revised

September 18, 2008); Article III, section 2(A)(2) of the Amended and Restated Bylaws of

Canonsburg Ambulance Service, Inc. (February 9, 2001); Article III, sectioa 2tAX2) of the

Bylaws of The Western Pennsylvania Hospital Foundation (as revised September 18,2008); and

Arricle III, section 2( )(z')of the Bylaws of Forbes Health Foundation.' WPaHS also needs

Court approval to amend its articles and bylaws.

55. Those West Penn Entities hereby seek the Court's approval to amend their

BylawstobesubstantiallyintheformofExhibits 10. 11.12. 13. 14. 15.-16.and 17hereto.

WHEREFORE, the Highmark Entities and the West Penn Entities pray thatthis

Honorable Court enter an Order:

a) approving the Affiliation Agreement between and among UPE, UPE Provider

Sub, Highrnark Inc., West Penn Allegheny Health System, Inc., Caaonsburg General

Hospiral, Alle-Kiski Medical Center and the other WPAHS Subsidiaries;

3 The bylaws of Allegheny Specialty Practice Network, Allegheny Medical Practice

Network, Allegheny Singer Research Institute, Canonsburg General Hospital, Canonsburg

Ambulance Service, Inc., and The Western Pennsylvania Hospital Foundation only require Court

approval of amendments to provisions that: set forth the purposes of the Corporation; set fo(h
1he po*err reserved exclusively to the Member; describe the manner in which the assets are to be

distributed upon termination, dissolution or winding up; or require notice to the Attorney Ceneral

or Court approval prior to the taking of certain action.

Article III, section 2(A)(2) of Forbes Health Foundation's Bylaws provides that

amendments or restatements of the bylaws and articles are 'osubject to notice to the Attorney

General or approval of the Orphans' Court as required by the PNCL (Pennsylvania NonproJit

Corporation Law)." (Emphasis added) The parties are not aware of any such requirement in the

PNCL; however, in an abundance of caution, the parties request that this Court approve the

proposed amendments to the Forbes Health Foundation's bylaws.
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b) approving the adoption by West Penn Allegheny Health System, Inc. of Amended

and Restated Articles of Incorporation and Bylaws substantially in the form of Exhibit l0

hereto;

c) approving the adoption by Allegheny Specialty Practice Network of Amended

and Restated Articles of Incorporation and Bylaws substantially in the form of Exhibi: I I

hereto;

,d) approving the adoption by Allegheny Medical Practice Network of Amended and

Restated Articles of Incorporation and Bylaws substantially in the form of Exhibit l2

hereto;

e) approving the adoption by Allegheny Singer Research Institute of Amended and

Restated Anicles of Incorporation and Bylaws substantially in the form of Exhibit l3

hereto;

0 approving the adoption by Canonsburg General Hospital of Amended and

Restated Articles of Incorporation and Bylaws substantially in the form of Exhibit 14

hereto;

g) approving the adoption by Canonsburg ambulance Service, [nc. of Amended and

Restated Articles of Incorporation and Bylaws substantially in the form of Exhibit l5

hereto;

h) approving the adoption by The Westem Pennsylvania Hospital Foundation of

Amended and Restated Articles of Incorporation and Bylaws substantially in the form of

Exhibit l6 hereto;

i) approving the adoption by Forbes Health Foundation of Amended and Restated

Articles of tncorporation and Bylaws substantially in the form of Exhibit 17 hereto; and
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j) with all of the foregoing approvals being conditioned upon the Highmark Entities

receiving approval for UPE to become the parent of Highmark from the Pennsylvania

Department of Insurance.

A proposed order is submitted herewith.
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PART B OF THE PETITION: THE PR9POSBD AFFILIATION OF THE
JBF'FER$ON ENTITIES WITH THE HI.SHMABK ENTITIES

56, Jefferson Regional Medical Center ("JRMC") is a Pennsylvania nonprofit

corporation. JRMC is formed exclusively for such public, charitable, religious, educational, and

scientific purposes as are described in section 501(c)(3) of the Code, as more fully described

infra.

57. As more fully described infra,llll 54-75, an Affiliation Agreement By And

Among UPE, UPE Provider Sub, and Highmark Inc. and Jefferson Regional Medical Center And

The JRMC Subsidiaries And Jefferson Regional Medical Center Foundation (the "Jefferson

AJfiliation Agreement") was duly executed by the parties' representatives as of August 13,2012.

A true and correct copy of the Jefferson Affiliation Agreemeat (exilusive of exhibits and

schedules and with confidential provisions redacted) is attached hereto as Exhibit 1.8.

Information About The Jefferson 4ntities

58. felferson Regional Medical Center and Jefferson Hospital Jefferson Regional

Medical Center ("JRMC") operates an acute care hospital located in Jefferson Hills,

Pennsylvania, that is licensed to operate 369 beds and has 13 outpatient centers that provide

diagnostic, rehabilitation, and wellness services across the South Hills of Pittsburgh and Eastern

Allegheny County ("Jefferson Hospital").

59. JRMC also controls, directly or indirectly, various corporations, limited liability

companies, and other entities that are identified on schedule R-l of the Jefferson Affiliation

Agreement (together, the "JRMC Subsidiaries").

60. JRMC also owns certain rights, title and interests in other corporations, joint

ventures, partnerships, limited liability companies, and other entities (together, the "JRMC
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Affrliates") that are not controlled, directly or indirectly, by the JRMC Entities, and which are

identified on Schedule R-2 of the Jefferson Affiliation Agreement.

61. JRMC originally was incorporated as the South Hills Health System ("SHHS"),

which was formed by the 1973 consolidation of Homestead Hospital and St. Joseph's Hospital

and Dispensary. 'fhe legacies of these hospitals have been central to JRMC's mission since the

consolidation, most notably through JRMC's continued relationship with the Sisters of St. Joseph

of Baden, Pennsylvania. At the time of the consolidation, the Homestead/St. Joseph's Hospital

Consolidation Committee (the "Consolidation Committee") conducted a public information

forum and discussed plans for the construction of Jefferson Hospital. Among the Consolidation

Committee's achievements was a statement of ethics contained in the SHHS charter. These

stipulations were crucial to continuing SHHS's relationship with the Sisters of St. Joseph, who

would not have been able to serve at Jefferson Hospital if this statement of ethics was not

included. The Sisters of St. Joseph continue to be a visible presence at Jefferson Hospital,

including their presence on its board of directors, which will continue after the Jefferson

Affrliation Agreement is effected.

62. SHHS continued to grow in the South Hills area throughout the past three

decades. Jefferson Hospital's facility in Jefferson Hills was completed in 1977 and was, at the

time, offering services to 15 communities in the Sosth Hills area. Following the opening of

Jefferson Hospital, the St. Joseph's facility on Carson Street was closed. In response to these

changes, SHHS underwent several corporate reorganizations, and ultimately changed its name to

Jefferson Regional Medical Center in February,zAUz.

63. Jefferson Regional Medical Center Foandation The Jefferson Regional

Medical Center Foundation (the'lefferson Foundation") was incolporated on November 26,
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2003, with the stated purpose of providing support to Jefferson Hospital. The efforts of the

Jefferson Fsundation also are directed to raising funds that will provide for new, state-of-the-art

equipment and renovations, support special projects and community outreach programs, and

acquire endowment resources to sustain JRMC for the future. Special initiatives are directed

toward ministering to the indigent and medically needy. The Jefferson Foundarion sponsors

several fundraising activities throughout the year, including its annual Winter Gala and Health

Concem Golf Benefit. Fundraising activities are contemplated to continue to be provided

through JRMC after the Jefferson Affiliation Agreement is effected.

64. The Jefferson Affiliation Agreement (Exhibit 18 hereto) sets forth the

organizational strucfure contemplated by the transaction, as well as the ongoing commitments to

JRMC and its community.

65. Highmark and JRMC have deternined that the transaction structure will be

modified slightly from that which is described by section 2.8 of the Jefferson Affiliation

Agreement, which provides for a Higbmark subsidiary to become the sole member of JRMC.

Specifically, the parties have agreed that: Provider Sub (with Parent as its sole mernber) will

becorne the sole member of JRMC at Closing, and Highmark will, at Closing, become an "other

body'' {as defined in section 5103 of the Pennsylvania Nonprofit Corporation Law) of Parent,

having the reserved power to appoint the Parent's Board of Directors. If the Pennsylvania

Insurance Department makes a second adverse final determination with respect to the creation of

UpE as the parent of Highmark, Highmark and UPE will propose a viable alternative structure

acceptable to the Attomey General and will secrue this Court's approval.

Thq Affiliation Aereement Belween The Jefferson Entities And
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66. If and when the Pennsylvania Insurance Department approves i'Iighmark's change

in control transaction, there will be a subsequent bylaws amendment such that control over

Parent will be exercised solely by Parent's board of directors that will become self-perpetuating

(i.e., Highmark will no loager act as an other body of Parent). Utilizing this structure will allow

JRMC to begin to obtain the benefits for, and secure the well-being of, its community, as

contemplated by the Jefferson Affiliation Agreement. Highmark represents that, if such approval

is not obtained in the context of the affiliation with the West Penn Entities, it will request

approval from the Pennsylvania Insurance Depanment for the change of control with respect to

UPE as the parent of Highmark with the Jefferson Entities as the aftiliates.

67. Govemance following implementation of the transaction is set forth in section 2.4

of the Jefferson Affiliation Agreement. The cunent members of the board of directors of JRMC

will each serve on the initial post-Closing JRMC Board. At closing, Parent will elect five (5)

individuals to serve on the JRMC board, each of whom will be entitled to cast ten (10) votes, and

the pre-closing JRMC board will elect eighteen (18) individuals, each of whom will be entitled to

cast one (1) vote. The size of the board will decline as board tenns of the Jefferson JRMC

Board appointees expire, such that, ultimately, the JRMC appointees shall have six (6)

individuals who will become a self-perpetuating class of JRMC Directors who will, by majority

vote, elect their respective successors to the JRMC Board, provided that at least two (2) of the

appointees shall be members of the JRMC Medical Staff. In addition, at least one (l) of the

JRMC Boa:d appointees shall be a Sister of the community of the Sisters of St. Joseph.

68. As further set forth in section 2.4.3 of and Exhibit B to the Jefferson Affiliation

Agreement, there are various other voting protections for JRMC, including a provision that for
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five (5) years the approval of a majority of the JRMC Board appointees will bc required to

terminate any clinical services provided by JRMC at the time of Closing.

69. Section 2.5.1 of the Jefferson Affiliation Agreement contains provisions

conceming the up to $100 million Highmark is to provide for certain capital improvement

projects (set forth at Exhibit E to the Jefferson Affiliation Agreement). That money will be made

available to the extent that JRMC's operating cash flow is insuffrcient to fund these

expenditures.

70. Section 2.7 of the Jefferson Affrliation Agreement provides that Highmark will

guarantee the payment of debt, pension, and all other liabilities of JRMC on the books as of

March 31,2012,or provide another structural solution which will provide JRMC with the same

financial supporr. This guarantee will continue regardless of the identity of the corporate

Member of JRMC post-Closing.

71. Section 2.5.2 of the Jefferson Affiliation Agreement provides that, in order to

make a significant contribution to the community, Highmark will make a monetary contribution

in the amount of $?5 million to the Jefferson Foundation, to be made in installments by

January t,2014. The Jefferson Foundation will continue as a section 509(aX3) supporting

organization for federal tax purposes and will continue to support JRMC and its extended 
"

community. Seetion 2.5.2 also provides that, post-ffansaction, the Articles of Incorporation and

Bylaws of the Jefferson Foundation shall be amended in the form attached thereto as Exhibit F.

The Parent shall have the ability to appoint 25Yo of the directors of the Jefferson Foundation.

Section 7.1 of the Jefferson Affrliation Agreement provides a further protection for JRMC by
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providing that, for ten ( I 0) years, the Jefferson Foundation will have the right of first refusal to

meet any proposal that would lead to the sale of JRMC.

Motivation For Andienefits To Be Achieved Bv The Affiliation
Betrveen The Jeffgrson Entities And The Hiehmark Enlities

7?. Following many deliberations of JRMC's board of directors, and working with

national health industry experts at Kaufman Hatl, JHMR's board of directors selected Highmark

as its preferred pafiner moving forward. This decision was made after studying the market and

considering various altematives. JRMC determined that pursuing an affiliation with the

emerging Highmark Flealth System and becoming part of Highmark's Integrated Delivery

System is in the best interests of the community and ensures its ability to remain a vital

contributor to the health and well-being of the southwestem Pennsylvania community. 'lhe

changing market for reimbursement and insurance products argues for participation in a large

health system and the need to be atigned with a strong corporate partner. Highmark's market

presence, as well as the contributions to the Jefferson Foundation and the support of capital

projects at Jefferson Hospital will provide many benefits to the community JRMC serves.

73. In addition to the financial commitments contemplated by the transaction, the

critical reasons JRMC chose Highmark as a partner include the commitments Highmark made

that are set forth in Article 7 of the Jefferson Af{iliation Agteement. Specifically, seetion 7.4.1

commits Highmark to assuring that community hospitals such as JRMC can provide quaternary

and tertiary care in community hospitals. In addition, as part of the overall mission to make

JRMC part of the Integrated Delivery System (described supra,fllJ l0-t l), JRMC will be able to

benefit from the information system commitments made in section 7.4.2.
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74. A significant commitment has been made to JRMC to appoint it as the regional

management team for the development of a larger Southem Region (as reflected on Exhibit A to

the Jefferson Affiliation Agreement). For consistency in management, Highmark has committed

to retain JRMC's senior management contracts for at least *ree (3) years or the remaining term

of any current contracts. Importantly for the community as well, section 7.5 of the Jefferson

Affiliation Agreement makes a commitment to maintain employee staffing at Closing.

75. The Medical Staff is always an important component of any proposal, and

section 7.6 of the Jefferson Affiliation Agreement makes further commitments to the Medical

Staff, its employed physicians, and the maintenance of hospital-based contracts. Highmark also

has made an important commitment to the recruitment of additional specialists and

subspecialists. Some of these recruitment efforts already have commenced. Importantly,

commitments to charity care and community benefit programs will continue as well.

fhe Attornev General Has No Obiection To The Afliliation
Qf The Jefferson Entities With The Hiqhmark Entities

76. Timely notice of the presentation of this Petition, insofar as it relates to the

affiliation of the Jefferson Entities with the Highmark Entities, was given to the Office of

Attorney General for the Commonwealth of Pennsylvani4 together with a copy of this Petition.

The Attorney General has advised the parties that, based upon the documentation reviewed to

date, the Commonwealth has no objection to the affiliation of the Jefferson Entities with the

Highmark Entities.

WHEREFORE, the Highmark Entities and the Jefferson Entities pray that this Honorable

Court enter an Order approving the Affiliation Agreement between and among UPE, UPE

Provider Sub, Highmark Inc., And Jefferson Regional Medical Center And The JRMC
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Subsidiaries And Jefferson Regional Medical Center Foundation. A proposed order is subrnittcd

herewith.

Carolyn D. Duronio
PA I.D. #41518
Donna M. Doblick
PA I.D. #75394
REED SMITH LLP
Firm #234
225 Fifth Avenue
Pittsburgh, PA 15222
(4r2) 288-4106/7274
cduronio @reedsmith.com
ddoblick@reedsmith. com
Attorneys for UPE, UPE Provider Suh, and
Highmark Inc.

;c{-
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r---7- /-&" -./ &)a1,I67
farbara T. Sisa:ides
*AI.D. #s753s &t'to/a/aer>r"rd_

Respecdully submitted with respect to Part A,

Daniel Boland
PA r.D. #91263

Part B,

HOUSTON HARBAUGH
Firm# 371

Three GatewaY Center

401 Lib€rl;' Avenue,22nd Floor
Pittsburgb, PA 15222'nAS
(4r2)28V222s
robinson@hh-Iaw.com
mrebelo@hh'law.com
Attor ncyi for Jeffir s on Regional Medtla!-

Center,- JiIMC iabsidiaries, md The Jeferson

Regional Medical Center Fotndation

PE?PER HAMILTON LLP
Firm# 143

3000 Two Logao Square

Eighteenth and Arch Streets

Philadelphia P A 19103-2799

QLs)9814783
sicalidesb@pePPerlaw.com
boldandd@pepPerl aw.com

Anorneysfir West Penn Allegheny Health

,Slstens, Inc., Alleglnny $ecialty Pm9lce
ttetwo/r, Altegheiy Med.ical Practice Network

Allegheny Singer Reserch Insfinte,
Caionsbws General Hospital, Canonsburg

Ambulance Semice, Inc., Tlte Western

Penwylvania Horyital Foundation, snd Forbes

Health Founduion

Respectfutly sultgitted with

,r-7 /."/ ,./ ,4
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IN TFIS COURT OF COMMON PLEAS OF ALLEGHENY COUNTY, PENNSYLVANIA

IN RE: ORPHANS' CO{JRT DIVISION

UPE, UPE PROVIDER SUB, HIGHMARK INC., NO'

WEST PENN ATLECHENY T{EALTH SYSTEM,
INC., ALLEGHENY SPECIALTY PRACTICE
NETWORK, ALLEGHENY MEDICAL
PRACTICE ].IETWORK ALLEGHENY SINGER
RESEARCH INSTITUTE, CANON SBURG
GENERAL HOSPITAL, C A}.IONSBURG
AMBULANCE SERVICE, INC., THE WESTERN
PENNSYLVA}IIA HOSPITAL FOUNDATION,
JEFFERSON REGIONAL MEDICAL CENTER,
JRMC SUBSIDIARIES ANd JEFFERSON
REGIONAL MEDICAL CENTER FOUNDATION.

AFFIDA\rIT

Before me, aNotary Public, personally appeared Dr. lVilliam Winkenwerder, Jr', who,

being duly sworn according to law, deposes and says that:

1. I am the President and chief Executive officer of Highmark Inc.

Z, As an officer of Highmark lnc., and being authorized to do so, I have read the

foregoing Petition and approved its filing on behalf of the Highmark Enti:ies-

3. The averments of fact contained in the foregoing Petition are true and corect to

the best of my knowledge, information and peli

SWORN TO A}ID SUBSCRIBED
befop me this /6f* day of

,24L3.

Notary Public My CommissionExpires:

r colr4MOttwEALrH OF PENNSYLVANIA
| ruotarrar se"r 

------lI San M. Malara, NoEry h.6lic I

| .g! of lF rursh, dreghery Counry Iffi

UPE-0020754



IN THE COURT OF COMMON PLEAS OF ALLEGHENY COUNTY, PENNSYLVANIA

TN RE: ORPHANS' COURT DIVISION

UPE, UPE PROVIDER SUB, HIGHMARK TNC.,

WEST PENN ALLEGHENY HEALTH SYSTEM,
INC., ALLEGHENY SPECI.ALTY PRACTICE
NETWORK, ALLEGHEbT MEDICAL
PRACTICE NETWORK ALLEGHENY SINGER
RESEARCH INSTITUTE, CANONSBURG
GENERAL HOSPITAL, CANONSBI"IRG
AMBULANCE SERVICE, INC., THE WESTERN
PENNSYLVANIA HOSPITAL FOLI}'IDATION'
JEFFERSON REGIONAL MEDICAL CENTER,
JRMC SUBSIDIARIES ANd JEFFERSON
REGIONAL MEDICAL CENTER FOTJNDATION

AFF'II}AYIT

Before me, a Notary Public, personally appeared Michael J" Sirott, who, being duly

sworn according to law, deposes and says that:

l. t am the Secretary of West Penn Allegheny Health System, Inc'

2. As an officer for West Penn Allegheny Health Systein, Inc., and being authorized

to do so, I have read the foregoing Petition and approved its filing on behalf of the West Penn

Entities.

3. The averments of fact contained in the foregoing Petition, insofar as they relate to

the proposed affiliation between the Highmark Entities and the West Penn Entities, are true and

'r->
SWORN TO AND SUBSCRIBED
before me this \ f.^rn day of

) c*=,. o-Y ,2013.

+S"S*r-. &n"A.=o
cogmo1rwmr$g€Ar0effit&li&ru* My Commission Expires:

No.

MEMEER PEltt(mVN{t Alir.Xn

\\ / a.! ./ra
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IN TI{E COURT OF COMMON PLEAS OF ALLSGHENY COUNTY, PENNSYLVANIA

ORPHANS' COURT DIVISION

IN RE:

UPE, UPE PROVI:}ER SUB, HIGHMARK
INC., WEST PENN ALLEGHENY HEALTH
SYSTEM, INC., ALLEGHENY SPECIALTY
PRACTICE NETWORK, ALLEGHENY
MEDICAL PRACTICE NETWORK,
ALLEGHENY SINGER RESEARCH
TNSTITUTE, CANONSBURG GENERAL
HOSPITAL, CANONSBURG AMBULANCE
SERVICE, INC., TI{E WESTERN
PENNSYLVANIA HOSPITAL
FOUNDATI ON, JEFFERSON REGIONAL
MEDICAL CENTER, JRMC SUBSIDIARIES
and JEFFERSON RECIONAL MEDICAL
CENTER FOUNDATION

No.

AFFIDAVIT

Before me, aNotary Public, personally appeared James C. Cooper, who, being duly

swom according to law, deposes and says that:

1. I am the Senior Executive Vice President of Jefferson Regional Medical Center.

Z. As an officer of Jefferson Regionat Medical Center, and being authorized to do

so, I have read the foregoing Petition and approved its filing on behalf of the Jefferson Entities'

3. The averments of fact contained in the foregoing Petition, insofar as they relate to

the proposed affiliation between the Highmark Entities and the Jefferson Entities, are true and

correct to the best of my knowledge, infonnation and belief'

SWORN TO AND SUBSCRIBED
fore me this lf day of

'lara.ffi7ffiffiFfffiMy Commission Expires:
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IN THE COURT OF COMMON PLEAS OF ALI,EGHENY COI-INTY, PENNSYLVANIA

IN REI

UPE, UPE PROVIDER SIJB, HIGHMARK iNC.,
WEST PENN AI,TEGHENV HEALTH SYSTEM,
INC., ALLEGHENY SPECIALTY PRACTICE
NETWORK, ALLEGHSNY MEDICAL
PRACTICE NETWORK, ALLECHENY SINGER
RESEARCH INSTITUTE, CANONSBURG
GENERAL HOSPITAL, CANONSBURC
AMBULANCE SERVICE, INC., THE WESTERN
PENNSYLVANIA HOSPITAL FOUNDATION,
FORBES HEALTH FOUNDATION, JEFFERSON
REGIONAL MEDICAL CENTER, JRMC
SUBSIDIARIES ANd JEFFERSON REGIONAL
MEDICAL CENTER FOLTNDATION

OR,}HANS' COURT DIVISION

No.

oRpER OF qOURT

AND NOW, this 

- 

day of 2013, upon consideration ofthe

foregoing PETITION TO APPROVE: (A) AFFILIATION ACREEMENT BETWEEN AND

AMONG UPE, UPE PROVDSR SUB, HIGHMARK INC., WEST PENN ALLEGHENY

HEALTH SYSTEM, INC., CANONSBURG GENERAL HOSPITAL, ALLE.KISKI MEDICAL

CENTER AND THE OTHER WPAHS SUBSIDIARIES AND TO PERMIT ADOPTION OF

AMENDED ARTICLES OF INCORPORATION AND BY.LAWS BY CERTAIN WPAHS

ENTIT;ES, CONDITIONED ON APPROVAL BY THE PENNSYLVANIA INSURANCE

DEPARTMENT, AND (B) AFFILIATION AGREEMENT BY AND AMONG UPE' UPE

PROVIDER SUB, AND HIGHMARK INC. AND JEFFERSON REGIONAL MEDICAL

CENTER AND THE JRMC SUBSIDIARIES AND JEFFERSON REGIONAL MEDICAL

CENTER FOUNDATION, notice of said Petition having been given to the Attorney General of

pennsylvania, and upon no objection thereto, on motion of Carolyn D. Duronio and Donna M.
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Doblick, Reed Smith LLP, attomeys for the Highmark Petitioners, and Barbara T. Sicalides and

Daaiel Boland, Pepper Hamilton LLP, attomeys for the West Penn Petitioners; it is hereby

ORDERED, ADJUDGED and DECREED that:

l. Capitalized terms herein shall have the meanings ascribed to them in the Petition.

Z. The 6ansactions described in and contemplated by the West Penn Affrliation

Agreement are hereby APPROVED, conditioned upon the receipt by the Highmark Entities of

approval from the Pennsylvania Insurance Department for the creation of UPE as the Parent of

Highmark.

3. West Penn Allegheny Health System, Inc., Allegheny Specialty Practice Network,

Allegheny Medical Practice Network, Allegheny Singer Researeh Institute, Canonsburg General

Hospital, Canonsburg Ambulance Service, Inc., and The Westem Pennsylvania Hospital

Foundation, and the Forbes Health Foundation are hereby given permission to adopt amended

and restated articles of incorporation and amended and restated bylaws substantially in the form

ofExhibits 10, ll, 12, 13, 14, 15, 16,and lTtothePetition.

J.
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TN THE COURT OF COMMON PLEAS OF ATLEGHENY COUNTY, PENNSYLVANIA

IN R.E: ORPHANS' COURT DIV:SION

UPE, UPE PROVIDER SUB, HIGHMARK INC., NO.

WEST PENN ALLEGHENY HEALTH SYSTEM,
INC., ALLEGHENY SPECIALTY PRACTICE
NETWORK, ALLEGHENY MEDICAL
PRACTICE NETWORK, ALLEGHENY SINGER
RESEARCH INSTITUTE, CANONSBURG
GENERAL HOSPITAL, CANONSBURG
AMBULANCE SERVICE, [NC., THE WESTERN
P SNNSYLVANIA HOSPITAL FOUNDATION,
FORBES HEALTH FOUNDATION, JEFFERSON
REGIONAL MEDICAL CENTER" JRMC
SUBSIDIARIES ANd JEFFERSON REGIONAL
MEDICAL CENTER FOUNDATION

oRpER OF COUBT

AND NOW, this _day of 2013, upon consideration of the

foregoing PETITION TO APPROVE: (A) AFFILIATION ACREEMENT BETWEEN AND

AMONG UPE, UPE PROVIDER SUB, HICHMARK INC., WEST PENN ALLEGHENY

HEALTH SYSTEM, INC., CANONSBURG GENERAL HOSPITAL, ALLE.KISKI MED:CAL

CENTER AND THE OTHER WPAHS SUBSIDIARIES AND TO PERMIT ADOPTION OF

AMENDED BY-LAWS BY CERTAIN WPAHS SUBSIDIARIES, CONDITIONED ON

APPROVAL BY THE PENNSYLVANIA INSURANCE DEPARTMENT, AND

(B) AFFILIATION AGREEMENT BY AND AMONG UPE, UPE PROVIDER SUB, AND

HIGHMARK INC. AND JET'FERSON REGIONAL MEDICAL CENTER AND THE JRMC

SUBSIDIARISS AND JEFFERSON REGIONAL MEDICAL CENTER FOUNDATION, NOtiCC

of said Petition having been given to the Attorney General of Pennsylvania, and upon no

objection thereto, on motion of Carolyn D. Duronio and Donna M. Doblick, Reed Smith LLP,
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attomeys for the Highmark Petitioners; and Deborah J. Robinson, Houston Harbaugh, attorneys

for the Jefferson Petitioners, it is hereby ORDERED, ADJUDCED and DECREED that:

1. Capitalized terms herein shall have the meanings ascribed to them in the Fetition.

2. The transactions described in and contemplated by the Jefferson Affiliation

Agreement, as modified in paragraph 65 of the Petition, are hereby APPROVED, .subject to the

provisions of paragraphs 24 and 65 of the Petition.

J.
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Highmark is an independent Licensee of the Blue cross BIue shield Associatlon
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Highmark Inc.
Financial Report Highlights

=

Periods Ended August 31-, 201.2 and 20L1"

-Year-to-date Net lncome
(S In mllllons)

ts0o

$400

$30o

$200

s10o

5o
- JAN FEB MAR APR MAY IUN .'Ut AUG sEP
rAcrual r.{lt3 crcludd BCBSD.ontrlburloo lnrcft

Noteworthy ltems

Effective January 1, 2012, [llghmark Inc ('Highmark"] became the sole member of Hlghmark BCBSD Inc. ("BCBSD'I. In connectlon wlth thls

acqulsitlon, contributlon lncome of$172.3 mltlion, whlch represenls tha reserves of BCBSD atJanuary 1,2012, was recorded. Contrlbutlon

income will be adjusted based on tho valuatlon of BCBSD assets and llablllttes which ls currently being performed.

In June 2012, Hlghmark announced lts intention to pursue an affillatlon with Jefferson Reglonal Medlcal Center ('1RMC'}' As part of the

agreement, Hlghmark will contrlbute S75,0 million to the IRMC Foundatlon, rvill guarantee JRMCs debt and pension obligations and will

piovldegrantstoanraxlmumofsl00.0millionforspecificcapitalprolects. Nofinancialimpacthasbeenrecordedlnthefinancial

statements, as tlle transaction ls subJect to regulatory approvals.

Year'todats Hlghli8hts

. a favorable health operatlng variance of $88.2 mlllion primarllv as a result of lower than planned utilEatlon In the Senlor Marke$

- a favorable specialty operatlng variance of $22.8 milllon drlven by strong results In the dental and stop loss llnes of businessj

. hlgher net lnvestment results of $97,5 mlllion drlven by reallzed gains due to portfollo repositionlng and higher dlvldend lncome;

- a ioalized galn on the sale of Highmark Medicare Servlces Inc ("H M5') of $11.9 millloni
. lower than planned other expense of $ls.e mllllon duo to the timlng of corporate strateglc Inltlaflve spendlng and closlng of the

WPAHS transactioR; and
. contributlon income of $1?2,3 mlllion due to thc affillatlon with BCBSD'

. hlgher net investment results of $93.8 mlllion drlven by reallzed galns due to portfollo reposltionlnS as well as sales to meet short-term

llquldlty needs, and dlvldend Income; and
. contrlbutlon Income of $172.3 rnllllon due to the afftllatlon wlth BCBSD; offset by
. lower health operailng results of 9131,7 mlllion prlmarlly due to planned lower operatlng ma.glns; and

, lower specialty operating resulE of 526,7 millton drlven by lower marglns In the vlslon and stop loss lines of business and provlder

Sloup losses.

!Actulr oPhn trPrlorYaal

mllllonsl

Galn

lncoms

cash Flows

GAAP ReseNe3

STAT Reserue3

I AUGUT 
I

I Actual zorz Plan 2012 Actual 1011 |

S SZZ.O 5 221,7 S 482.1 Heslth Loss Ratlo

S 389,0 S 38'3 S 264.0 Health Rlskoperatlnt Expense Ratld

AUGUST

Actual 2012 Plan Z0l2 Aclual 2011

90.2%

1.'t $

2.ft
z,z%

91.3% 88,8%

7.A% t.4vr
1.1% 4.0%

0.4% 2.7%
H€alth oparatlng Matgln
Nei Income MarSln,

axcludlng sCBso (onttlbutlon ltrcomo

Portlollo Return

Enrollment fln thounndsl
Health nirk
H.nlth Non-Rlsk

Total

As ofJunc 30, 2012

RBC

s 11,442.1 s 10,507.2

s s,rol.o I 4,961.4

$ 4,L79.7' 5 4,101.5

I JUr.rEt, T;Ec1r I
62r.2% 614.4%

ffi
5.7% t.6%

AUGUST

Plan 2012 Actusl 2011

2.051 2,037 1.953

2.810 2,658 2.s61

4F24
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PA Commercial Market

Highmark Inc.
Health Business Operating Results

- (S ln mllllonsl
(Membetshlp In thousand3)
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Small6roup Mld-tarEe Dlrect PaY

Periodl Ended August3L,zO72 and 2011

$1so
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$s0
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@ffiwffi
Small GrouP

.Priorvearvarlanceof$(13.E)m|||lonwasdrlvenprimari|ybyhigherut|||zat|on.

Effiffircffi ffi
Small Group

. ilan varlance of 5(2221 milllon and prlor year varlance of 5(40.4) milllon were drlven prlmarily by lower

premlum revenue due to competitlve pdcing on New-to-Blue groups'

Mid-Large
. prior year varlance of 5(87,71 mllllon was drlven primarlty by Flannerj lower operatlng margins due to

comPetltlve PrlclnS.

Dlrect Pay. prlor year variance of 5(9.21 mllllon was drlven prtmarily by higher utiliratlon ln the guaranteed-lssue and

medlcallY undemritten Products.

.9rs

iz0
$rs

S10

$s

$o

($s1
FEP/OthersmallGroup Mld-Large oltect PaY

$50

540

$30

$ro

s10

$o

West Virginla Market

Total

lResults do not tellett lhe ellmlnatlon of Intercompiny a(tlvityl
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Highmark Inc.

Health Business Operatlng Results

-),.;,:::.a.:,': 

.:.

(9ln milllonsl
(Member6hip In thousandil
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(trsl

lS20)
Small Group Mld-Large

Delaware Market

Dlrect PeV

Periodl Elded,Au8ust 3,L, zoLz and 201 1

ts

$o

($s1

{$101

FEP/othe.

9lso

s100

$so

$o

6501 Dl her

- 

-- 

r^d6l lFbn oPdav{

r
Total

lMembersllMembersllMembersllMt!!!g!!-lrffit rl+lffi|Et re[:] Effi-.l
Delaware Market plan informatton waS excluded from the Boar&approved 2012 HiShmark comblned plan'

Plandataabovelsr€presentatlveofthelnternalBCBSDplan. PriorYeardatawasnotlncludedasthe

Delaware afflllatlon was not effectlve untll January 1, 2012.

Mld-targe

' plan variance of Sl8.9l mlllion was drlven prlmarily by hlgher utillzatlon as well as hlgher

ad ministrathre exPen3es'

Senior Market

Medicare Advantage

, plan variance of 5g0,9 milllon was drlven by lower than planned utiliration and skilled nursing

facility costs.
. prlor year varlance of 537.3 m1;;1q6 vv35 driven ptimarlly by lower utlllratlon'

s150

s120

5eo

s60

$30

$o

Membert

Revenues

(RcaulB do not rcflcct tho ellmlnation of IntGrcompany actlvlty)
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Highmark Inc.
Health Business Operating Results

- 

i .'.....'-:::

(9 In mlllldns)

lMembershlP ln thousandsl

National Market

$so

s20

s10

so

Periods Ended August3L,2O!2 and 2011

s60

S4o

$2o

$o

r A4uC EPl.tr o ttl( lF

lRssults do not reflect the ellmlnatlon of lnteftompany actlvltvl
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Highmark Inc.
Specialty Business Operating Results

-
t$ ld mllllonil
{tuembershlp In thousandsf

Periods Ended August 31, 2012 and 2011

': :-

$100

$80

$60

$40

520

So

Vision Business

$80

Seo

$40

s20

$0
Retall ManagedCare

Retall
. Plan varlance af $(9.2) mllllon was drlven primarlly by softening retail sales'

Managed Care

. prlor year varlancc of 5(6,61 million was drlven prlmarlly by hlgher admlnlstratfue erpenses caused by

unplanned manufacturlng outsourclng Gosts (srlke-relatedl and Gertaln severance Eosts.

Dental Business

$60

S4o

$20

$o

($zo1

Government
. plan va.tance of S13.4 mllllon was driven prlmarlly by lower than planned utiliration and lower

operatlng expenres due to lower personnel costs.
. prior year varlance of 5(12,31 mllllon was driven prlmarlly by the explratlon of the TDP contracL

Commerclal PA
. plan and prlor year variances of 5(6,11 mllllon and $(5.5t million, respectlvely, were drtven prlmarily

by Increased dental costs lelated to the cHtP program beneflt!'

Commerclal Non'PA
. plan and prior year variances of $15,4 mllllon and 525.0 mllllon, respectlvoly, were driven primarlly

by lower utillzaUon and lovver operatlnB expenses.

(Result! do not reflsct tha ollmlnBtlon ot IntercomPrny actlvltyl

s60

94o

$20

so

Co

Total
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Highmark Inc.
Speclalty Business Operating Results

-
(9In mllllonsl

S60

$ro
$40

$30
$20

$10
SO

19rol

so

($2)

(541

($e1

(So1

($10)

HM Insurance Group

Stop Lcs Workers'Comp

Stop Loss
. prloryearvarlanceof $(20.41 millton resulted prlmarilyfrom planned loweroperadng

marglns ln current Year renewals.

Provider Group

Medlcal Malls Physiclan Pmctlces

Periods Ended August3I,2D72 and 2011

.'_'-:lI

$s0

s40

S3o

$20

$10

$o

s0

($31

l$51

($el

($12)

($15t

($18)

!Aaual O Pbn OPrld Yeer

Total

lRerultr do not refle€t ths cllmlnatlo|1 of lnteftompany aEtlvlty o] Pt€mlum detidenGy reserve actlvltYl
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Highmark Inc.
Comblned Balance Sheets

I'

{$ In mtlllans)

Assets

Cash and cash equivalents

lnvestments:
Debt securities
Equity securities
Other

Accounts receivable
Reinsurance recoverables

PharmacY rebates receivable

lncome tax recoverable, net

Securities lending invested collateral

Property and equiPment, net

Deferred income taxes, net

Goodwill and other intangible assets, net

Other assets

Total assets

Llabllltles and Reserves

Claims outstanding

Unearned premium revenue

Amounts held for others
other payables and accrued expenses

Income tax paYable, net
Securlties lendlng PaYable
Premium deficiencY reserves

Benefit plan liabilities
Debt

Total llabllltles

Accumulated other comprehenslve loss

General reserves

Total reserves

Total llabllities and reserves

August 37,2012 and December 31, 2011

I

August 31,
agLZ

December 31,
2011

1,104.6

3,911,1

77t.6
38r,6

1,919.5

110.0

t42.6
46.5

341.9
538.5

158.3

907.9

273.7

s 11,442.1 S 10,607.2

1,195.3

4,47L.s
808.6

463.6

2,070.8

107.5

108.5

273.4

605.5

153.6

899.3

284,5

$ 2,161.9

s83,1
662.9

750,8

31,8

273,4

t62.2
294.9

1,118.1

6,039,1

s 2,078.1

314.9

617.0

779.2

342.0
159.2

235.9

1,119.5,

5,545.8

(4s.s) {e8-s}
5,448.9 s,ols'g

5,403.0 4,961,.1

s r.1,,442.1 5 t0,6o7 ]-

-7-
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Highmark Inc.
Combined Statements of Operations

I

($ ln mtlllons)

Prcmlum revenue

Management sarvices revenue

Other operaling revenxe

Total operatlng revenue

Claimt expente

OpetaunS erpenses

Tolal oPEratlng exPenses

Operatlng [loss) gain

Net investment income

Interest exp€n5e

Net realiz€d grin

Realired gdn on sale of subsldiary

Other e,(pense

Equity income of affiliates

Inome {loss) before BCISD af{illatlon

Net asseti of SCBSD acquked

Inome (lors) before income taxes

Income tax provlsion {benafit}

Net Income {lqss}

Periods Ended August3t,20L2 and 2011

I

@
tinanclal Financlal Prior

Plan

s r,038.e
AI ?

118,5

$ l,ols.r
65.8

t27,9

1,209 8

gl.ori 932.9 g|'ex

22s,6 2783 rro*

o.o,r{ {1.4} (0.11*

t2,4
(s.21

1.8

(2s'21

1.3

s 8,307.4 5 8,329.9

509.5 d76,s

977.4 958.7

$ 8,552.9

515.7

946.9

r,138.7

945.6

215.r

1,210.7 .

t).J
(4'el

50.r

pt.,r
3.6

9,588.5

327.0

118.8

(40.ol

97.2

1r.9
(21?.51

19.1

315.4

172.3

481.7

98.7

9,570.6

3.3e6 223.7

1m,8

{41,4}
13.1

(248.21
q7

t.te{ 482.1

92.5

{13 3)

16,9

{181.u
I I.q

394.6

394.5

1$.6

10,015.5 . 9,794.! 91765.1

7,502.5 87.fr 7,430'7 te,i% 7 
'zSa'Z

2,1s6,0 2r#_1,1e9_ trst4___f9!3q
87.4/6

203t4

{16.31

(16,31

{s.u

J---lgg- J---il!I- l----!99!- J----!si- l-*--?64!-

Note clalms erpense ratio is calculated based on premium revenu€; operating erFense end operating gain ratios are calculated based on total operating

revenue.

53.7

15.4

14.8

4.8
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Highmark lnc.
Combined Statements of Changes in Reserves

II

($ in milllons)

Balances at December 31, 2011

Comprehensive income

Net income
Foreign currency translation adjustmentg, net

of taxes of $(1,3) million
Unreallzed net holdlng gains on investments

arising durlng the period, net of taxes of 563'4 million

Reclassification adiustments for net realized gains included

in income, net of taxes of 5(30'3) million

Change ln benefit plan llabllitles, net of taxes

of 5(3.6) million

Total comPrehensive income

Balances at August 3t, 2O12

Balances at December 31,2010

Comprehensive income

Net income
Foreign currency translation adjustments, net

of taxes of $2'9 million
Net galn on derivative instruments designated

and qualifoing as cash flow hedging instruments,

net of taxes of 53'5 million
Unrealized net holdlng gains on investments

arislng during the perlod, net of taxes of S4'7 million

Reclassification adjustments for net realized gains included

in Income, net of taxes of S(3.4) million

Total comPrehensive income

Balances at August 3tr ZOlX

Periods Ended August37,2OL2 and 20L1

E

Accumulated
Other

comprehensive
(Lossf lncome

General
Reserves

Total
Reserves

$ (e8.5) s s,0s9.9 s 4,961.4

(2.4)

tLl.9

(s6.3)

(6.6)

389.0 389.0

- (2.41

52,6 389.0

tt7.9

{s6,31

- 

(6.6)

f--pr6t. f=74&r, s 5{pgp-

$ s.3 $ 4,61s,2 $ 4624.5

264.0 264.0

5.3 - 5'3

6.6

8.8

- 

(6'3)

264.0 278.4

s 4,879.2 $ 4,902.9

--

D,O

8.8

t5.3)

L4.4

s 23.7
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Highmark Inc.
Combined Statements of Cash Flows Periods Ended August3L,20!2 and 2011

I

20t2 2017

Cash flows from operating activltiesl
Net income

AdJustments to reconclle net incotne to net cash

provided by operating activities:

Depreciation and a mortization

Net realized gain on investments

lmpairment of investments
Gain on sale of subsidiary

Contribution income recognized on BCBSD affiliation

Deferred tax (banefit) provision

Net undlstributed earnings of affiliates

(Decrease) Increase due to change ln:

Accounts receilrable

PharmacY rebates recelvable

Claims outstanding

Unearned premium revenue

Other assets and liabilitles

Net cash provided by operating activitles

Cash flows from investing activities:
Purchases of investments

Proceeds from sales and maturities of investments

Purchases of property and equlpment

lssuance of note receivable

Net proceeds from sale of subsidiary

Change in securities lending Invested collateral

Net cash used in investlng actlvities

Cash flows ftom financing activitlesr

Net proceeds from lssuance of bonds payable

Receipts from CMS contract deposits

Withdrawals from cMS contract deposits

Change In securities lending payable

Repayment of debt

Net cash {used In} provlded by financlng activities

Increase in cash and cash equivalents

Eeglnning cash and cash equivalents

Ending cash and cash equivalentr

Supplemental disclosure of noncash lnvesting activities:

Details of controlled affillate acquisition transactlon

Fair value of assets acqulred

Liabilities assumed

Net assets of BCBS0 acquired

s 389.0

77.9

(e7,4)

6,2

{11,e1

(172.31

(11,1)

(18.3)

(13s.sl

36.7

49.1

26t.7

71.9

S ?-64.0

69,9

{23.4)

6.5

,,,,
(77.21

(1le.11

lb.b

132.4

{24,e)
(118.3)

214.3

(2,429.6)

2,028.0
(72.8)

17.71

,$*,

s79.3

106.5

(10s.8)

7.7

{64.s}

523.2

(3,050.9)

2,853.7
(11s,71

{so.ol
7.4

68.6

{286.e)

84.2

(82.41

(68.61

(1.61

{68.41

94.7

1,104.6

l__1,1es.!_

265.4

1,077.4

s 1,342.8

s 335.1 S

162.8

s 172.3
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Combined Financial Report

Company Profile and Organization
Highmark Inc. ("Highmark') is the largest health care financing organizatlon in Pennsylvania based on
membership and one of the largest health insurers in the United States, Highmark operates in

Pennsylvania as a nonprofit hospital plan corporation and as a nonprofit professional health service plan
corporation, Highmark is the parent company of our combined group of companies and our primary
operaiing company. As an independent licensee of the Blue Cross and Blue Shield Association, we
underwrite various indemnity and managed care health insurance products, as well as Medicare
supplemental producls, in our Pennsylvania service areas. In addition, we jointly market various health
insurance products in northeastern Pennsylvania and southeastern Pennsylvania through joint
arrangements with Blue Cross of Northeastern Pennsylvania and Independence Blue Cross, respeciively.

We have a long history * covering over 70 yearc - serving health insurance needs, and currently provide

fully insured and self-funded health products to approximately 4.5 million members in Pennsylvania and
West Virginia. Our Pennsylvania service areas include the 29 counties within the western Pennsylvania
region and the 21 counties within the central Pennsylvania region.

We have developed and continue to maintain strong and extensive contracted provider networks for our
health insurance business. Our goal is to ensure member choice while implementing effective
management programs designed to improve the quality of care received by our members. Our contracted
notworks in western Pennsylvania and central Pennsylvania include allacute care hospitals, a majority of
physicians and other professional providers, as well as an extensive network of skilled nurslng facilities,
home health agencies, durable medical equipment companies and other ancillary providers. We contract
with rnore than 40,000 physicians and other professional providers statewide who participate in one or
more of our three professional networks and provide services for our various regional and national
accounts.

Our national health business includes administration of self-funded groups, third-party administration,
nefurrork access anangements, claims processing and other services on behalf of other Blue Cross and
Blue Shield plans. We participate in the BlueCard program, which offers members in-network benefits
through the provider networks of other Blue Cross and Blue $hield plans in other states and regions.

Highmark West Vrginia lnc. dlb/a Highmark Blue Cross Blue Shield West Virginia ("Highrnark Vt'V'), our
affillate, is incorporated as a nonprofit health services corporation in the state of West Mrginia and offers a
variety of health insurance products and services to customers in that stato. Highmark is the sole
corporate member of Highmark WV, and, for GAAP financial accounting and reporting purposes,
Highmark VW is combined with Highmark, In accordance with its articles of incorporation, no part of the
funds, income or net earnings of Highmark Vl/V may inure to the benefit of Highmark, Highmark WV
reported general reserves of 9285.3 million and net income of $49.0 million as of December 31, 2011.
Creditors of Highmark should not anticipate that any of the assets or revenues of Highmark WV are or will
be available to pay their ctaims, either currently or at any time in the future. Total assels of Highmark WV
totaled $547.7 million as of December 31 , 201 1 of which cash, cash equivalents and investments
represented $332.4 million.

Our non-Blue branded subsidiaries provide a broad array of specialty products and services, including
nationwide dental, vision, and stoploss insurance, and related products and services. Our dental
subsidiary, United Concordia Companies, Inc. ("UCC|"), is one of the nation's largest dental insurance
companies on the basis of enrollment. Our managed vision care subsidiary, Davis Vision, Inc., provides

fully integrated eye care services and eyewear to over 17 million lives" Viva Optique, Inc. is a designer
and distributor of ophthalmic frames and sunglasses with distribution in more than 70 countries.
Visionworks of America, Inc. operates 541 optical retail stores nationwide. HM Insurance Group's core
ancillary employee benefit products include employer medical slop-loss, limited medical and workers
compensation, Highmark Medicare Servlces Inc. provided Medicare administrative services under
contracts with the Centers for Medicare & Medicaid Services ('CMS') through January 3,2012.
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Company Website
Company press releases and other information are available through our Internet homepage at
http://www. hiqhmark. com.

Recent Developments

On December 28,2A11, the U.S. District Court for the Nofthern District of lllinois denied a class
certification motion by plaintiffs as part of a class action lawsuit filed in September 2009 against the
national Blue Cross and Blue Shield Association ("BCBSA") and twenty-three Blue Cross Blue Shield
plans, including us. The complaint aileged that the insurers have violated and are conlinuing to violate the
Employee Retirement Income Security Act by conducting retrospective provider payment reviews and
audits and demanding immediate recoupment of amounts determined to be overpayments.

On December 30, 2011, the Delaware Insurance Commissioner approved the proposed affiliation between
us and BCBSD, Inc., d/b/a Blue Cross Blue Shield of Delaware ("BCBSD). On January 1,2A12,we
becarne ihe sole member of BCBSD, which changed its name to Highmark BCBSD Inc, As BCBSD's sole
member, we have the authority to elect BCBSD's Board of Directors. We also are now the primary
licensee of the BCBSA for Delaware, entitling us to exclusive use of the Blue Cross and BIue Shield marks
in Delaware; BCBSD, as our controlled affiliate has the right, derivative from us, to continued use of the
marks in the state. As a condition to becoming the BCBSA primary licensee for Delaware, we were
required to guarantee, to the futl extent of our assets, all of the contractual and financial obligations of
BCBSD to its customers. For GMP financial accounting and reporting purposes, BCBSD will be
combined with Highmark under the acquisition method of accounting effective January 1,2012 with its
assets and liabilities recorded at fair value, Notwithstanding this accounting treatment, Highmark has no
claim to the assets of BCB$D, and such assets are not and will not be available to pay ihe claims of
creditors of Highmark. As of and for the year ended December 31,2011, BCBSD had assets of $361
million, reserves of $180 million and revenue of $567 million.

fn January 2O12,we sold ourwholly-owned subsidiary, Highmark Medicare Services Inc. ("HMS"), to
Diversified Service Options, lnc. HMS processes Medicare Part A and Part B fe*for-service claims under
a contractwith ihe Centers for Medicare & Medicaid Services CCMS'). As of and for the year ended
December 31, 2A11, HMS had assets of $45 million, reserves of $31 million and revenue of $'116 million.
The sale did not have a materlal impact on our combined financial statements.

On January 25, ?O12, the U.S. Court of Appeals for the Third Circuit affirmed the dismissal of a claim by
the U.S. District Court of Western Pennsylvania against ihe four Pennsylvania Blue plans by a statewide
ambulance association and a number of local ambulance service providers on behalf of all non-
participating ambulance service providers. The lawsuit alleged various violations of Pennsylvania and
federal law, including the Racketeer Influenced and Corrupt Organizations Act.

On January 25,2A12, the U.S. Dishict Court for the Western District of Pennsylvania denied our request
for a preliminary injunction in the breach of contract and false and deceptive advertising lawsuit we
previously had filed against UPMC and its affiliated hospitals. The District Court also denied UPMC's
motion to dismiss and invited the pa(ies to resubmit their motions. Both we and UPMC subsequently
resubmifted our motions.

On January 26,2012, Standard & Pools atfirmed our financial strength rating of "A" and senior unsecured
rating of "A". The outlook on the ratings remained stable.

On March 29,2012, the Highmark Board of Directors announced that the companfs chairman of the
board, J. Robert Baum, Ph.D., will serve as acting chief executive officer, effective immediately, replacing
Kenneth R. Melani, M,D.
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On March 3Q,20a2, Moody's affirmed our financial strength rating of "Baa1" and senior unsecured rating
of "Baa2". The outlook on the ratings was changed from stable to negative.

Some of the statements in this document that are not historical facts may constitute forward-looking
statements. These statements may tre identified by the use of words such as "anticipate," "believe,"
"estimate," "expect,n "goals," "may," "outlook," "plan," "pro forma,u "seek," "trend," "should," "strategy," "will"

and similar words. In particular, statements that we make relating to trends, beliefs and expectations
concerning results of operations, financial condition and our ability to meet working capital, capital
expenditure and debt service obligations are forward{ooking statements. Management has based these
forward-looking statements on current assumptions and expectations about future events. Although
management believes that these assumptions and expectations are reasonable, it cannot assure you that
they will prove to be correct.

Forward-looking staternents are subject to various risks and uncertainties. We are subject to the following
risks, among others: the effects of health care reform initiatives; our ability to effectively address
healthcare cosls; our ability to implement premium rale increases and to obtain appropriate
reimbursements; our ability to contract on favorable terms with hospitals, physicians and other providers;

our ability to maintain adequate claims reserues; our ability to develop and maintain effective and efficient
infrastructure; regulation; litigation; and economic and market conditions generally.

Many factors, including those referred to above, may cause actual results to differ materially from those
expressed or implled by the forward-looking statements. There may be events in the future that
minagement is irot abb to predict accurately or over which management has no control. You should not
place undue reliance on forwarGlooking statements. Management undertakes no obligation to update or
ievise any fonvard-looking statements, whether as a result of new information, future events, or otherwise.

Highmark lnc. ExEcutive Officers
J. Robert Baum, Ph.D. - Acting Chief Executive Officer
Nanette P. DeTurk - ExecutivE VP. Chief Administratlve and Financial Officer and Treasurer
Thomas L. VanKirk, Esq. - Executive VP, Chief Legal Officer

Princlpal Executive Offices
Fifth Avenue Place
120 Fifth Avenue
Pittsburgh, PA15222
(412) 544-7000

lnvestor Relations
Brad M. Slamecka
Director, Corporate Forecast &,Analysis
(412) 544-4266
brad. slamecka@hiqhmark.com

Karen L. Hanlon
$enior VP, Financial Planning & Analysls
(412) 544-5043
karen.hanlon@hiohmark.com

Nanette P. DeTurk
Executive VP, Chief Administrative and Financial Officer and Treasurer
(412) 544-8322
nanette.deturk@hiqhmark.com
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Highmark Inc.
Combined Balance Sheets
December 31,2011 and 2010
(in thousands of dollars)

Assets
Cash and cash equivalents
lnvestments

Debt securities, available-for-sale at fair value
(amortized cost of $3,759,500 and $2'961,808' respectively)

Equity securities, available-for-sale at fair value
(cost of $669,1 89 and $717,786, respectively)

lnvestment in affiliates
Other

Accounts receivable
Trade
Govemment programs
Othe.

Reinsurance recoverables
Pharmacy rebales receivable
Income tax recoverable, net
Securities lending invested collateral
Properly and equipment, net
Deferred income taxes, net
Goodwill
Other intanglble assets, net
Prepaid penslon Plan assets
Other assets

Total assets

Liabilitles and Reserves

Claims outstianding
Unearned premium revenue
Amounts held for others
Other payables and accrued expenses
Book overdraft
Premium deficiencY reserves
Securities lending payable
Benefit plan liabilities
Debt

Total liabilities

Accumulated other comprehensive (loss) income
General reserues

Total reserves

Total liabilities and reserves

2011 201 0

$ 1 ,1 16,1 81

3,91 1 ,1 38

771,663
221,122
160,469

1,376,135
458.791

87,317
110,004
142,630
46,469

341,939
538,515
159,398
812,046

91 ,948

273.176

$ 10918€41

$ 2,078,087
314,855
617,046
779,277

11,601
159,370
342,027
235,659

1 ,1 19,q28

5,657,450

(e8,525)
5,059,916
4,961,391

$ 101618,841

$ 1,142,9e8

3,057,429

845,132
203/,02

s4,512

1,246,292
401,171
60,998

119,646
156,921

1,530
348,010
488,631
136,111
781,194

71,066
20,165

263,717

$ 9,398,925

$ 1,944,950
317,027
5',10,402
686,671

65,586
170,031
348,174
105,1 39
626,385

4,774,365

9,322
4,615,23_8

4,624,560

$ 9,398,925
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Highmark lnc.
Combined Statements of Operations
Years Ended December 31,2011 and 2010
(in thousands of dollars)

Revenue
Premium revenue
Management services revenue
Vision revenue
Net investment income
Net realized gain on investments
Other revenue

Total revenue

Expenses
Claims incurred
Operating expenses
Change in premium deficiency reserves
Interest expense

Total expenses

Income before income taxes

Income tax provision

Net income

2011 2010

$ 12,475,428
715,843

1,204,689
141,562

6,538
232,369

14,776,429

10,848,817
3,409,692

(10,661)
53,028

14,300,876

475,553

30,875

$ 444,878

$ 12,2e4,142
684,740

1,158,937
143,346
98,870

215,846

14,595,88,1

10,605,439
3,265,644

45,950
42,046

13,959,079

636,802

174,281

$ 462,521
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Highmark Inc.
Combined Statements of Changes in Reserves
Years Ended December 31,2A11 and 2010
(in thousands of dollars)

Balances at December 31, 2009

Comprehensive income
Nel income
Olher comprehensive loss

Foreign currency lranslation adJustments, net of
taxes of $705

Unrealized net holding gains on investmenls
arising during the period, net of taxes of $45,911

Net loss on derivative instruments designated and
qualifiing as cash flow hedging instruments,

net of taxes of $(695)
Reclassification adjustments for net gains

included in income, net of taxes of $(30,61n
Change in benefit plan assets and liabililies, net of

taxes of $(38,248)
Total other comprehensive loss
lotal comprehensive income

Elalances at Deoember 31, 2010

Comprehenslve lncome
Net income
Other comprehensive loss

Foreign currency translation adjuslments, net ot
taxes of $(2,932)

Unrealized net holding gains on investments
arlsing during the period, net of taxes of $23,842

Net loss on derivative instruments designated and
qualiffing as cash flow hedging instruments,

net of taxes of $(4,774)
Reclassification adjustments for net gains

included in irrcome, net of taxes of $(4,534)
Change In benefit plan llabilities, net of

taxes of $(66,761)
Total olher comprehensive loss
Toial comprehensive income

Balances at December 31, 201 1

Accumulated
Other

Comprehensive
{Loss} lncome

$ 41,842

1,308

s0,153

(1,2e3)

{56,860}

(65,828)

. (32,520)

{32,620}

8 9,322

(130,39e)
(107,84n
(107,847)

$ (98,5251

General
Reserves

Total
Reserves

(6,445)

45,442

(9,024)

(8,421)

4,152,717

462,521

462,521

$ 4,615,238

444,678

----; 444,678

$ 5,059,916

4,194,55S

462,521

1,308

90,153

(1,2e3)

(56,860)

(65,828)
(32,520)

430,001

4.624,560

444,678

(5,445)

45,442

(9,024)

(8,421)

(130,399)
(107,847)
336,831

$ 4,961,391
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Highmark Inc.
Combined Statements of Cash Flows
Years Ended December 31,2011 and 2010
(in thousands of dollars)

Cash flows from operating activitles
Net income
Adjustnents to reconcile nel :ncome to net cash
provided by operating activities

Depreciation and amortization
Defened tax prwision
Net realized gain on investments

Loss on impairment of investments recognized in inoome

Dividends recefued from affiliates
Undistributed earnings of affiliates
Change in premtum deficiency reserves

Loss on impakment of goodwill
(Decrease) inqease due to change in

Accounts receivable
Pharmacy rebates receivable
Other assets
Claims outstanding
Benefit plan liabililies, net
Other liabllilies

Net cash provlded by operating activities

Cash flows from investing activities

Purchases of investtn ents
Proceeds from sales of investments
Proceeds from maturities of investments
lssuance of note receivable
Acquisition of controlled affillate, net of cash acquired
Charge in securilies lendlng lnvested collaleral
Purdrases of property and equipment

Net cash used in investing actfuities

Cash llows from financlng activities

Change in book overdraft
Rweipts horn CMS contract deposits
Wthdrawals from CMS conlract deposits
Change in securities lending payable

Proceeds from issuance of debt
Repayment of debt

Net cash provided by (used in) financing activities

(Decrease) increase in cash and cash eguivalents

Cash and cash equlvalents

Beginning of year
End ofyear

151,445 275,106
586,96s 769,460

2011 .-.

$ 444.078

(3,826,1e6)
2,261,222

772,812
(50,000)
(42,885)

aj47
{128,534}

(1,007,434)

(53,e85)
15/,090

{178,47n
(6,147)

579,1S8

. (104,027)
3S,652
(%,817)

1,142,998
$ 1,116,181

110,086
20,273

(32,246',,

25,7W
5,510

(25,528)
(10,661)

(163,177)
14,291

(46,694)

133,1s7
(3e,857)

482,521

99,393
6,934

(101,234)

2,364
6,673

(11,eoe)
45,950

3,911

(120,83e)
30,174
58,570
47,692

(35,s46)

(3,393,685)
2,444,766

619,723

(70,528)
(107,019)
(Eq6J33).

(13,545)

136,351
(133,003)

70,528

('168,055)
(108,324)

154,393

988,005
$ 1,142,998
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Highmark Inc.
Combined $tatements of Cash Flows
Years Ended December 31,zA{{ and 2010
(in thousands of dollars)

Supplemental disclosure of cash flow information
lnterest pald
Inc,ome taxes paid, net

$upplemental disclosure of noncash invesilng and
financlng activitles
Assets acquired through other payables
Commitments satisfied by the contribulion of investments

Fair value of assets acquired
Liaulities assumed
Cash paid for acqulsitions

2011 2010

$ 44,243 $ 39,505
$ 53,875 $ 69,134

$ 1,146 $ 7,035

$ - $ 20,000

$ 77,875 $ -
(2e.331) _

$ 48,544 $
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL CONDITION

Description of Buslness Segments

We manage and analyze our operations and financial results by segmenting our business into four distinct
classifications, which we refer to as fully-insured health business, self-funded health business, specialty
product business, and corporate and other subsidiary business. We further evaluate our fully-insured and

ielf-funded health businesses based on the following markets; Pen:rsylvania Commercial ("PA

Commercial"), National, Senior and West Virginia, and our specialty product business by vislon, dental

and other.

Health Busrness

Fully-insured health business is that health business for which we assume underwriting risk. Financial

results of our fully-insured health business are included in premium revenuel claims incurred and

operating expenies. Our fully-insured health business includes pre-65 individual products, Medicare
pioducts, employer group products and the Federal Employee Program (iFPl. Fully-insured health

business compriiea ++y' df heatttr business enrollment at December 31,2011, which accounted for 84%

of health business operating income for the year then ended.

Self-funded health business is that health business for which we perform administrative services but do

not assume underwriting risk. Because we are not at risk for the underwriting of self'funded

arrangements, neither premium revenue nor claims incurred in these arrangements are reported in our

finandial results. ttre ddministrative fees we receive under self-funded arrangements are reported as

management services revenue. Our self-funded health business consists of services provided to

emploler groups and includes administralive services contracts and cost plug 9o{r39ts.. Self-funded

neanh-Ous'iness cornprised 567o of health business onrollment at December 31,2A11, which accounted for

16% of health business operating income for the year then ended.

processing arrangements are reported within the self-funded health business and include fees from the

BlueCard [rogram, which provides members of Blue Cross and Blue Shield Plans ("Blue Plans") access to

health servlcel while traveli:rg or living in anolher Blue Plan service area. We also participate in other
processing anangements with Blue partner plans where we provide administrative services including, but

irot limited to, claims processing, membership and provider network access.

S pe ci alty P roducf Eustness

Our specialty product business includes vision, dental, stop-loss andworkers' compensation insurance
product offeiings that are marketed nationally by our for-profit subsidiaries.

Vision business is a national business comprised of three distinct lines of business: Retail, Managed

Vision Care and Brands, which cotlectively provide integrated eye care services. Retail operations provide

comprehensive vision service offerings focusing on moderately-priced products and value-oriented

customers. The Managed Vision Care business provides services through its national. provider network

under fully-insured arrangements to both individuals and groups, which include federal, state and other

insurance carrier partnerihips. The Brands line of business provides design and distribution. of ophthalmic

frames and sunglasses, Brands domestic and intemational distribution includes leading designer eyewear

collections. Visi-on business accounted tor 41% of specialty product operating income for the year ended

December 31,2011.

UPE-0020784



Combined Financial Report

Dental business includes commercial business, both fully-insured and self-funded business, as well as
government business, which is primarily fully-insured business. Specialty dental provides nationwide
iervices through preferred provider and managed care networks. Commercial business includes products

offered to individuals and employer groups and also includes third-party administrative services and the
Federal Employee Dental and Vision Program ("FEDVIP). Government business consists of several
federal government contracts including the TRICARE Dental Program ('TDP) and the TRICARE Active
Outy Dental Program ('ADDP), which became effective in August 2009. Specialty dental business
accounted lor 42o/o of specialty business operating income for the year ended December 31, 2011.

Other business includes stop-loss and workers'compensation business. Stop-loss business includes
employer group insurance contracts that provide coverage for claims exceeding aggregate and specific
thresholds. Workers' compensation business includes employer insurance contracts to cover medical and

rehabilitation costs and wage replacement for employees injured in the course of employment. Other

specialty business accounted tor 17% of specialty business operating income for the year ended

December 31,2011,

Corporate and Ather Subsidiary Bustness

Corporate and other subsidiary business includes net investment results, other revenue, including equity

in net income of affiliates, other expenses and interest expense, as these amounts are not tracked and

reported at the segment level. ln addition, this category includes the revenue and expenses of certain

otirer non-insuranie subsidiaries, which consist primarily of Medicare claims processing and facilities
management.
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Year Ended December 31,2011 Compared to the Year Ended December 31, 2010

The following summary of financial data for our four segments for the years ended December 31, 2Q11

and 2010 was derived from our audited combined financial statements, which were prepared in conformity
with accounting principles generally accepted in the United States of America CGAAP).

Corporato
rnd Olhar
Subsldlary combined

__9glg rotal

Fullyinsured Sef-fffided
Health Health

Buslnsss Euslmss Buslness Buglno6s
(dollaB in mllllonsl

Total
H6alth

SFeclalty
Product

Ycar Endod Decambsr 31, 20tl
Promlum tevenua
Managoment ssMces rcvenuc
Vblon rcvenuo
Nst Invoskn€nt rusulls
Olhor rovsnus

Total revenue

Clalms lncurred
Op€ratlng expenses
Chsn4o h p€mlum defldencY reserues

Inlorlst expens€

Tolal e).Penses

Incoms (loss) befds income taxes

Income ttx provisis
Nal income

Yerr Ended Dacemb€r 31, 2010

Prcmijm lavenuo
M€nagenent sgtYlae3 reYenw
\fslon tavenue
Ned rweslfienl losults
Otb€r(€venus

Total revenue

ClaimB Incurred
OpaEUng expenses

Chango In premium dellclancy tEsewes
Intetesl sxponge

Total oxP6nses

Income (lo$s) befor6 incomo lil6s
In€ome t6x ?rdision

Nel Incomo

$ 9,846.4

--j-

_____9.q$^4
8,803.3

714.4
(1 r.7)

0,606.0
340.4

s 9,875.1

--:-
9,875.1
8,S9'1.5

750.7
48.0

--

9,488.2

38€.9

669.6

ar.t
752.4

-------:-
687.2

60?.2
65,8

D.
639.2

92.7

s 4629,0
46.2

1,204.7

2.8

$'

tuu.t
145.4

2S4.6----:-
{64.5

53.0

6{7.6

[223.0]

3,E82,7
2,0i15.6
1,54t.5

1.0

-J-
3,890.1

e92,6

731.9

-:-
u1't

684.8
47.1

$ 2,{rt.0
45.€

1,'t59.0

6.1

:-E',7
1,{113,!t

1,477,3

---:-3,39'1.2,
247,6

9-

212.2
118.0--T'-
l52.ll

42.1

--le{3-

-i3?5I

Othor Flnanclal Data

(ddlffi ln miltrons)

Net lncome margin (1)

Relurn on sssets (2)

Debt to total capilalizatlon (3)

Tolal general and admlnlslratiw expenses ratlo (4)

Heallh general and adminlstrative expenses ratio (5)

Premium equivalenls (6)

Decomber 31,

2011 2410%-
4.2%

18.40h

23j%
7.3"/o

$ 8.876.3

3.ZYo

4.5%
11.97c
22,4%

7,60/o

$ 7,715,4

(r)
t2)
(3t
({)
{o,
(61

!,lel hsffi Ergh 13 oqual !o nel h@m divldsd by lol.l rsvenue.

Felurn on !336is is equal to frt hcom divtd€d by tol6l assols.

Debf & tdal c.pita{asilon ls squsl to debt divldad by dsbl End tdal rei!ruo!- 2Ol | &rclud.E i!3uane€ of Aav, bonds'

Tst6i qssd and adlrlnlslEtlve sxpans€ rallo ls eqool to oporalhg erp€nses dtulded by lolsl reve[uo 0ncludes vl$lon rul of oroodi sob).

].t6rlih 0o6erst and sd.rinlstrattud erpen3d r6tlo li cquot to tu[y-hsurod heallh bugh€sg oporslbg expEns€8 dfuld€d lry luly'hsured hsalth burinors Preniutnrevonu6.

Ffmfumequlvdsls represAdl .munl$ by t{ hlch pfortumreveroe And ClolE hqred WOUId hsvo incr€ted had aslt"tuodad mrters bogn cmsldorod fuly-lnsured'
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As a regulated entity, we also prepare financial statements in accordance with statutory accounting
principl6s gSAP). Financial statements prepared under SAP differ in certain significant respects from

iinancial statements prepared under GAAP. Most significantly, SAP-reported amounts are based on

unconsolidated financial information while GAAP-reported amounts are based on combined financial

information.

The following is a comparison of certain linancial indicators on a SAP basis and on a GAAP basis:

Statutory Flnanclal oala

(n nilllons of dolta5)

Total admitled assets
Surplus
Net lncome

Fully-insured Health Members

Consolidated Hlghrnark

HighmarkWV
Seff-funded Hoalth Membors

Consolldated Hlghma.k

Hlghmark VW
Sefvlco Conlract Anangements

Total

Summary of Financlal Pertarmance

December 31, 20ll
SAP EAAP

S

$
s

7,168.9 $ 10,618.8
4.101.5 $ 4,s61 .4

140.5 S 444.7

The following table shows the number of lives served within our combined health business at December

31.2011 and 2010:

DEcomber3l, Deeembo,31,
2011 z0l0

(ln thousands)

1,793

179

2,279
101

180

1,820

1f6

2,073
oo

165

Net income for the year ended December g1 , 2011 was $444.7 million, a decrease of $17'8 million or 4%

compared to ga62.5 million for the year ended December 31, 2010. lmproved.opgrg.tlnS results in the

spe"ialty product business positively contributed to net income, primarily the dental line of bu.siness, which

bbnefited'from lower utitizaiion and ihe shedding of unprofitable business. Specialty product business

lains were partially offset by lower health operating results principally driven by a negative change in the

iun-out of piior yeir revenue and claim activig, Corporate operating expenses were higher than the prior

y""r as a iesult-of grants associated with ihe WPAHS affiliation. Additionally, net investment results were

io*et 
"r 

a result oihigner realized galns in 2010 due to the timing of investment security sales to meet

cash flow needs as wetl as lower inlerest income due to lower average yields in 2011. The current year

tax provision was positively impacted by a current income tax benefit related to a special deduciion

afforded to Blue Cross/Blue Shield entities'

Gombined Res ults of OPeratlons

Premium Revenue
premium revenue remained consistent (approximate 'l% increase) at$12,475.4 million and $12,294.1

million for the years ended December 31, 2011 and 2010, respectively.

13
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Fully-insured health business premium revenue remained consistent (less than 1Yo decrease) at $9,846.4
million and $9,875.1 million for the years ended December 31 , 201 1 and 201 0, respectivety.

premiurn revenue in our fully-insured senior business was $4,192.8 million for the year ended December

31 , 201 1 , an increase of $139.9 million or 3%, compared to $4,052.9 million for the year ended December

31,2010. Although enrollment in our Direct Pay Medigap and Medicare Part D drug declined 19,000

members, representing lower premium revenue of $36.8 million, enrollment in our Medicare Advantage
products grew by 18,000 members and contributed $153.9 million to premium revenue. Additionally,
higher risk adjusted payments from CMS based on our membet profiles, partially offset by_a negative

cfrlnge in prior year revenue estimates, resulted in a net increase of $22.8 million to premium revenue.

Fremium revenue in our National fully-insured health business was $812.6 million for the year ended

December 31 , 2011 , a decrease of $26.1 million or 3%, compared to $838,7 million for the year ended

December 31 , 2010. The decrease was driven by enrollment losses of 4,000 members, which represented

lower premium revenue of $17.0 million. Rate concessions and FEP premium adjustments further

contributed to lower premium revenue by $g.t million'

premium revenue in our PA Commercial fully-insured healih business was $4,070.9 million for the year

ended December 31, 2oll,adecrease of $123.4 million or 3%, compared to $4,194.3 million forthe year

ended December 31, 2010. The variance was driven primarily by the loss of 22,000 members due to a

shift of business to our self-funded arrangements, as well as a mix of employer downsizing and dropped

coverage, which collectively contributed $184.2 million. Rate increases, partially offset by.a positive

change in prior year revenue estimates, resulted in a net increase of $60.8 million to premium revenue.

premium revenue ln our West Vkginla fully-insured health business was $770.0 million for the year ended

December 31,2011, a decrease of $tg.g rnillion ot TD/o, compared to $788.9 million for the year ended

December gt, ZOtO. For most of 2011, enrollmenttrailed the prioryearwhich lowered premium revenue

by 91S.7 million. Further contributing to the decrease was a negative change in prior year revenue

estimates.

Specialty product premium revenue was $2,629.0 million for the year ended December 31, 201 1, an

inirease rif gZtO.O million or 9%, compared to $2,419.0 million for the year ended December 31, 2010.

premium revenue from our dental operations increased $32.9 million as a result of enrollrnent grovdh and

contracted rate increases in the FEDVTP product, as well as enrollment growth in our TDP product which

added $10.2 million. Additionally, enrollment grorrvth and rate lncreases in the commercial dental business

added premium revenue of $21.8 million.

premium revenue from our stop-loss business increased S165.2 million primarily as a result of higher

retention rates and new sales lrowth as well as the acquisition of the employer stop]ggs lines of business

from Mutual of Omaha in July 2010, which contributed an additional $56.1 million in 201 1.

M anagemenf Servfce ReYenue

Management service revenue in our self-funded health business was $669.6 million for the year ended

Decefrber 31, 2011, an increase of $30.4 million er 5o/o, compared to $639.2 million for the year ended

December St, eOt O. The increase was driven by enrollment growth of 220,000 members in our self-

funded business, primarily related to the addition of the Pennsylvania Employees Benefit Trust Fund PPO

business which added 163,000 members.

14
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Vision Revenue

Vision revenue was 91,204.7 million for lhe year ended December 31, 201 1, an increase of $45.7 million

or4o/o,comparedto$1,159.0millionfortheyearendedDecember31,2010. Theincreaseinvision
revenue was primarily driven by our Retailvision business which experienced a 3.0% increase in

comparable store sales for the year ended December 31, 2011. Additionally, enrollmeni increases in the

managed vision care business contributed favorably to vision revenue.

Net lnvestmenf Results

Net investment results, consisting of net investment income and net realized gain on investments, were

$148.1 million for the year ended December 31, 2011, a decrease of $94.1 million or 39%, compared to

&242.2 million for the year ended December 31, 2010.

Net realized gain on investments was $6.5 million for the year ended December 31 , 2O11 , a decrease of

992.4 million or g3%, compared to $98.9 million for the year ended Decernber 31, 2010. The decrease

was driven primarily by higher realized gains in 2010 due to the timing of investment security sales to meet

cash flow needs.

Net investment income was $141.6 million for the year ended December 31, 2011, a decrease of $1.7
million or 1%, compared to $143.3 million for the year ended December 31, 2010. The decrease was

driven by lower yields in our fixed income portfolio.

Claims lncurred

Claims incurred were $10,848.8 million forthe year ended December 31,2011, an increase of $243.4
million or 2o/o, eofitpdt€d to $10,605.4 million for the year ended December 31,2010.

Fully-insured health business claims incurred were $8,803.3 million for the year ended Decernber 31,

ZO'tt,anincreaseof $111,8million orlolo,comparedto$8,6gl.SmillionfortheyearendedDecember3l,
2010.

Claims incurred on fully-insured senior business were $3,800.2 million for the year ended December 31,

2011, an increase of $2Oe.e million or 6%, compared to $3,593.9 million for the year ended December 31,

2010. An overall increase in utilization contributed $55.5 million to claims incurred. Additionally,

enrollment gains of 18,000 members in the Medicare Advantage products contributed $148.6 million and a

negative chinge in the run-out of prior year claims added $35.1 million. These increases were partially

offlet by ihe lols of 19,000 members in our Direct Pay Medigap and Medicare Part D drug products,

which represented lower claims of $32,9 million.

Claims incurred on our National fully-insured health business were $746.1 million for the year ended

December 31,2A11, a decrease of $19.3 million or 3%, compared to $765,4 million for the year ended

December g1; 2010. The decrease was driven by enrollment losses of 4,000 members, which

represented lower claims of $10.9 million, and lower utilization of $9.5 million.

Claims incurred on our PA Commercial fully-insured health business were $3,602'2 million for the yeaf

ended December 3'1, 2A11 , a decrease of $42.2 million ot 1o/o, compared to $3,644.4 million for the year

ended December 31, 2010. The decrease was principally driven by the loss of 22,000 members, which

lowered claims incurred by 9164.0 million. Offsefting this decrease was higher utilization of $105.1 million,

primarily in the Western PA region, as well as a negative change in claim run-out of $16.7 million.

15
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Claims incurred on our West Virginia fully-insured health business were $654.7 million for the year ended

December 31, 2011, a decrease of $33.1 million or 5%, compared to $687.8 million for the year ended

December 31, 2010. For most of 2011, enrollment trailed the prior year which lowered claim expense by

$16.3 mitlion. The decrease was further impacted by a positive change in claim run-out of $13.2 million

and lower utilization of $3.6 million.

Claims incurred on specialty product business were $2,045.5 million for the year ended December 31,

201't, an increase of $131 ,6 million or 7o/o, compared to $'1,913.9 million for the year onded December 31,

2010, The increase was primarily driven by our stop-loss line of business which experienced a$144.2
milllon increase in claims due principally to the volume associated with the acquisition of the employer

stop-loss lines of business from Mutual of Omaha and the growth from new and existing groups. The

inciease in stop loss claims incurred was partially offset by lower claims in our dental business primarily

related to a positive change in claim run-out.

Operating Expenses

Operating expenses were $3,409.7 million for the year ended December 31 , 2011 , an increase of $144.1
million o{ q"tt, compared to $3,265.6 million for the year ended December 31 , 2010.

Operating expenses in our fully-insured health business were $714.4 million for the year ended December

31,2011, ad-ecrease of $36,3 million or 5ol0, compared to $750.7 million for the year ended December 31,

2010. The decrease was driven by enrollment losses and lower consulting expenses.

Operating expenses in our self-funded health business remained consistent (less than 1% increase) at

$OgZ.Z mittlon anO $684.8 million for the years ended December 31,2011and'2010, respectively.

Operating expenses in our specialty business were $1,543.6 rnillion for the year ended December 31,

2d1 1, an-incrbase of $66.3 million or 4o/a, compared to $1,477.3 million for the year ended Dec,ember 31,

2010: The increase was primarily driven by newly opened vision stores, branding in our vision retail

subsidiaries and relocation of the managed vision care headquarters.

Operating expenses in corporate and othersubsidiary business results were $464.5 million for the year

enOeO Dicember 31,2011, an increase of $111.7 million or 32o/o, compared to $352.8 million the year

ended December 31 , 201 0. The lncrease was primarily driven by $100.0 million in grants to V/PAHS

related to the proposed affiliation agreernent.

Change in Premlum Deficiency Reserves

The change in premium deficiency reserves of $10.7 million primarily related to the CHIP HMO product as

well as gdaranteed-issue and special care products in 201'l based on currenl forecasted claim costs and

related maintenance costs which are expected to exceed future premiums from these products'

lnterest Expense

Interest expense was $53.0 million for the year ended December 31, 2011, an increase of $10-9 million or

26%, compared to $42,1 million for the year ended December 31, 2010. The increase is primarily related

to the issuance of $600.0 million in Senior Notes in May 2011.
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lncomeTax Provlslon

The income tax provlsion was $30.9 million for the year ended December 31,2011, a decrease of $1a3'4
mif lion or 820/o, compared to $174.3 million for the year ended December 31, 2010. The decrease is

primarily related to a tax benefit recognized of $126.2 million relaled to a special deduction afforded to
'Blue 

Crbss/Blue Shield entities uncler lnternal Revenue Code section 833(b) and lower taxable earnings'

Financial Condition at December 31,2Q11 Compared to December 31, 2010

Iotal Assefs

Totalassets were 910,618.8 million ai December 31,2Q11, an increase of $1,219.9 million or 1370,

compared to $9,398.9 mitlion at December 31, 2010. The variance was driven.by increases in cash, cash

equlvalents and investments, trade receivables, government program receivables, goodwill, other

iniangible a$sets, property and equipment, and the net income tax recoverable.

Collectively, cash, cash equivalent$ and investments were $6,180.5 million at December 31, 2011, an

increase oi $AZZ.O million or 17Yo, compared to $5,303.5 million at December 31,2410. The inffease was

attributable mainly to investment of the proceeds from debt issuance into debt securities and strategic

investments, posilive cash flows from operations and investment security appreciation.

Trade receivables were $'l ,376.1 million at December 31 , 2A11 , an increase of $129.8 million or 10%,

compared to 91,246.3 million at December 31, 2010. The increase was due primarily to higher self-funded

healih business recelvables resulting from increased enrollment and the timing of billed claims.

Government program receivables were $458.8 million at December 31,2011, an Increase of $57.6 million

or 14o/o compared to $401.2 million at December 31, 2010. The increase was mainly due to increased

activity related to the Federal Employee Program (FEP).

The goodwill increase of $30.9 million and intangible increase of $20.9 million related to the affiliation with

approximately 60 physicians during the fourth quarter.

property and equipment was $538.5 million at December 31 , 2011 , an increase of $49.9 million or 10%

compared to 9+'S8.6 million at December 31, 2010. This increase was primarily dyq !o software additions

as well as the new vision corporate headquarters and our vision store rebranding initiative.

Net income tax recoverable was $46.5 million at December 31, 201 1, an increase of $45'0 million or

3000o/0, compared to $1.5 million at December 31, 2010. The increase was primarily due to recognition of

a tax benefit of $126.2 million in 2011 related to a special deduction afforded to Blue CrosslBlue Shield

entities under Internal Revenue Code section 833(b), offset the intangibles settlement with the Internal

Revenue Service.
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Combined Financial Report

Total Liabilities

Total llabilities were $5,657.5 million at December 31,201,1, an increase of $883.1 million or 18%,
compared ta fi4,774.4 million at December 31 , 2010. The variance was due primarily to increases in debt,

claims outstanding, benefit plan liabilities and amounts held for others.

Debt was $1,119.5 million at December 31,2011, an increase of $493.1 million or 79%, compared to

$626.4 million at December 31, 2010. The increase was driven by proceeds from the issuance of $596.9
million (net of discount) of Senior Notes in May 2011, offset by the repayment of a $50.0 million line of
credit, repayment of $37.5 million of debt by our vision subsidiaries, repayment of a $9.7 million building
loan and the repurchase and cancellation of $6.9 million of outstanding 2013 Serior Notes.

Claims outstanding were $2,078.1 million at December 31,2A11, an increase of $133,1 million or 7%,

compared to $1,945.0 at December 31, 2010. The increase was driven by increased utilization as well as

the acquisition of a stop-loss block from Mutual of Omaha, which added approximately $50.0 million.

Benefit plan liabilities were $235.7 million at December 31, 201 1, an increase of $130.6 million or 124%,

compared to $105.1 million at December 31, 2010. The increase was driven by actuarialassumption
changes in the pension and postretirement benefit plans, primarily the decrease in discount rates.

Amounts held for others were $617.0 million at December 31 , 2011 , an increase of $1 06.6 million or 21%,
compared to 9510.4 million at December 31, 2010. The increase was due to the growth of the reserve
level required for FEP government contracts and the timing of certain group seftlements.
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(0 to carry out such olher aots und 1o undcrtakp such othor nctivitiss as tnay bc nogessaty,

oppropriatu, or desilable in fur.theranco of or in connectlon rvith the condrrct, promotiotl or attaiilmcllt

oiih"fo,.going purpososr providcd, that nono crf suoh aotivitios slrsll be underlaken rvhich would catrso

it 
" 

Cotpnlntio-n to ioso its stotus ns nn organization descibcd in Sectlon 501(c)(]) of the Codo, or Rs

on orgunl*tio,r contributions to rvhich are deductiblp undsr Stction 170(cX2) of tho Codcl and

@;t'giltlttdt sdp.tt..-.*-

(g) To other.wise opornte exclusivoly for challtlble, scientific or educational purposes withitt tho

moaning of Se ctlon 50t(oX3) of tho Codo'

S. PecnBr4Igggin or-g$S!. The Colporttion does nof contemplate pecuniary galn or profit, inoidental

7. M.gm.bofq. The Corporation is to hnva no mombers,

Incornorator. The namc nnd post o{fico nddrcss of tho incorporator is Cnrol A' Soltos' Rscd Smith

LLP,EIifth Avenuo, Pitlsburgh, PA 1522L2716,

g. Maoaeenrsnt, The business and affairs of tho corporatlon shall bo rnonagod by or undor.tho direotiotr

of o Board of Direotors oitiru Corporation. 'I'ho number, term of oftico, method oftslection a1i

manner of rsmoval of tfre Board ohbirootors shatt bo as set forth ln tho Bylaws of tho Coryoration'. 
.

Thu goartl of Dlrcctors shall sntiss tho requlrernents appticable tp a- s-uP!-oj.ting.organization opefated

f ri .onn*ir"n wlth organizniions altctibcd in Seotion stil1u11t; or 509(aX2) of lho Code withln tho

meaning of$ectton :611a;1:; ofthe Codo and appllcable regulotions'

@stondlnganyothernrovislonofthgsoAdicleo,ihoCorporat|onshall
not engago directly or irrjirlJil;;;t;tiv wlicir worrld p3n"*itg:*Jl:ffl:*.:*--..^f^*-,

;;iltigt, ; tcloLt"ot'or in 0ppositlon to any candidato for publlo offlce'

I l.Enrnlrsr, Notwltlrstanding Rny othor provislon of thesc Artlcles, no part of tho net caroings of asset$
- -'ffin-rporatiorr 

shatt'infru tl rrtu benslit of or bo dlsrributable to l*:lt"_T!:::l $llill1l9tlt-T'

continuing to qualify, * ..otp'"i*ii"n Oesmima in $sction 501(cX3) of t1o C.ode (horeiltalter lsferred

to in theso Articles a$ ln "cxeipt organizotion"), of as a corporetion contributlons to whioh aro

deduotlblo under Se$tion f iif-f,fiZl o? ille Code. 
'No 

substantial part of tho aqtivitiec of th€

Corporatiolshatlbodevot€iiJiul,tyingonofpropa-gande,oroihenvisuattemptiniStoinfltlence '-

f"eilfution (oxccpt as otttcttui"" ptould;d in Sc;tio; lOtltr; otthe Codo), and tlto Corporation.shall not

p;?i;brb i;t;r inttrvenu in (inJlu.rllng the publishine oi di*i9y]l*i.:tatements) anv politioal

oiio"rr oJu"y other privato iriAiuiAuotl providcd, however, the Corporation shall bo authorized and

"*p"""i"*ti 
puy rr'u.oou[to ."rp""J{ti* for servlcos rcndeled to thq Extent tlrat such paymenh do

noip*u.nt it from quallfyft,il;;,tdt*iing to quallff, 0s an oxompt orq"Y*l:" and to maks suclt

i;;f,;i;;t;t;;it nn,i ai'rt:iuu'iious in furtlreronco of th"pu'po**.':!J:'1j1{licle 4 hcrcoras mnv

from timJ to tlme bo oithor requlred or pormltted by Scction 501(oX3) of ths codo'

-') -
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12,FoundatiqnStqtiu, IntheaventthattheCorporutionfuilstoqualifyasanorganizationdoscribedltr
Sectl"tt SOS(BXDJ2) or (3) of tho Codo, thcn, notwlthstrnding any other provision of tltoso Aftlcles,

tho Corporation it,uti t o prohibited from engaging in any act of self'dcaling.(as defined in

Seotion4g4l(d) oftho Codo); fiom retatnirrg sny oxcess businoss holdings (as defined in

Scction 4943(o) oftho Code); tlom making any investments in such manner as to subjeot lho

Corporutiorr to tax unrter Seoti an 4944 oftho Code; and liorn rnaking any taxable expenditules (as

defiued in Sectiou 4945(d) of tho Codo), to the extent arty nction therswitlr would subject tho

Corporation to tax undoi pno ol' nloro ofthe cited seotions of tlre Code. To the sxtent requirod, lho

Corporation shnll urako quali$ing dislibutior,s at such time and itt suoh manner as do not subjcot lho

Corporation to lax under Seotion 4942 ofthe Code'

tronrieior dispose ofihs Corporatlon's properly and asseh to (a) suchone ot more corporations, ltusts,

funds or otlreiorganizations rvhlch at tho time aro exempt fiom fedoral inooure tnx as organizatlons

6sscribed in Section 501(qX3) ofthe Codo and, in the solejudgment ofthe Corporaflon's Bonrd of
Dircctors, havo purposes sinrilar to those of tho Corporatlon or (b) tho fedela! egv.emnetlt, or t0 a $talo

or local govero*e1t for zuch purposcs, Any such asset! not $o disposed of.shall be disposed of by a

court ofiompotent ju1isdlction eictusively to one ot moro 0f such corporations, tnsts, {irnds or other

organlzatlops as sai-d court sftall determino, which at the tlms arc oxempt fiorn.fedoral incoma tax ai

orianizarions dosoribetl in Seotlon 50t(oX3) oftho Code, and wtich ars organizcd and oporated for

rulh purposes, or to tho federal govornment or to a state or local govonrment for_such puryase9. No,

privaL inaivt,iual shnll shnro irr ths djstribution ofany Corporation nssots upon dlssohrtlon or ealo of
lho assets ofthc CorPoration,

@rttiiatthoCorporationshallbed|ssolvotlorliquidated,thoBonrdofDireators,
iffipaytugormakingprovisioo forpaynrontofall of theknown liabiliticsof tlteCorporatlon, may

14.Personal LlsbillfY of-Qireclors.

(a) Dtiminattou of LlsblJjtl. ]b ths ftllest extent that the larvs ofths Commonwoalth of '

i;tffi'q5l"w i" .ff*t or os he.reafter arnended, pennit ellnirratlon or llmlhtlon of the linbility

of dirJohrs, no dtreotor of tho Corporation shall be personally liable for mortelary damages as $uch for

any action takan, or any fnilure to tako any action, as a director.

(b) ApdiSabiltu, Tho pr.ovisions of this Artlcle shall be dccmed to bo a contaot with eooh directol

idt1tfi.pilffi who serve$ as such at any tinro whilo this Articls is itt effect attd each sush director

shall bs dcemed to bo so servkrg i* relianooon the provlslots of ttris Article' Any amendnront or

repeal of this Article or adoptlon of any bylatv or piovision oftheso Artioles whlch has the effeot of
inlrcasing tlirector liability 

"snaU 
operato prospeotively only and shall not affect arry_ action taken, or

any failul to act, prior toihe adoption of suoh amendmen! rcpaal, bylaw or provision,

l5.Indernnlflcallon,

(n) Rlsht to Iilderpnificatio4 - Ge.{pqal. Auy porson who was or ls a parly or is threaterrcd to bo

dd@orcompletedao1ion,sultorproceedln-g,whothcrcivil,
lri,uin"i, adminlstintivo or invostigativo (whether brougltt by of ln tho namoof tho Corporatlon-or

otlrcrwiso), by reason of tho fact thlt he or sho is or yas a roprcsonlativo of tho Cot'potation, or is or

,"", rurvin! ut tho requobt oftho Corporatiou us a roprnsontativq ofBnother corporation, parlnership,

ioinfvuntrie, hust or other snterpdso, shall bo indemnified by tho Corporation to tho ftrllest oxtent

no* or heroaftor pe rmitted hy applicablo law ln connectlon with suoh nction, suit or procecding arlsing

out of suotr persun's sowico io tfuo Corporution or to such other' oorporatioo,. partnership, joint vontut'o,

tntst or othei entorpristi at the Corporaiion's rcqUest. The torm "reprcsen'tative,"-as used in this

Articlo, shall rnsan nny dircctor, officer or empl
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Gw1ar o. otifiii.rnic@eated by,or pursrrant to lho Bylnws, arrd any

other persolr who nray bs determinad by tho Board of Direotors to bo a reprosontative entitled to ths

berrefits of this Articlo 15,

(b) Rlght to Indcrulificsfiou; Third Psrfv Agti,glrs., Without lirniting the geherality of Scction (a)

invffivoi:iiiiiieitenedtob0mfldoap0r|ytoanythroatcued,pcndingor
.ofuirlrtra nclion, suit or pto.cciiug, rvheihor oivil, orinirtal, sdminis{rativo ot'investiga(ive (other

thnn an action byor irr tho rlght of tiro Ccirporation), by tcasotr of the fact that lte or she is or w{s a

rcpresentativo oitho CorporitiorL or is or was servittg at tho requcst of tho_Corporation cs a

represen1gtive oianotlreicorporation, partnership,joint vonturo, trust or othor enlerpfise, sftall be

indcmnified by the Corporatian agairrjt expensos (including attoryreys' foos), judgrneirtsn fines and

arnountr pald in ssttlenrentashralb and roasonably hclned.by ltim ol'hcr in cotmectior with suoh

action, suit or proceeding ifhe or itrs acted in good faith ond in a nranner he or sho rcasonably

helieved to bsin, or not opposed to, the best interests oftlto Cotporation, and, with respect to any

crinrinal aotlon or proceeJing, had iro reasonabls cause to boliavs his or her conduot was unlawfirl,

Ths tcrminatlon oiary nction, suit or prcceedirrg by judgnront, order, settlermnlconviction, or upoll 6

plcaof nolocontenddooritsequivalort,shall notof itself creatoapresumptionthaithe porsondidnot

act in good faith and iu o mannor which ho or sho reasonably believed.to bo in' or not opposcd to, tho

bost iriierosts of tho Corporation, and, with rospeot to any orlminnl action or prOceoding, had

rensonablo onuso to betievo that his or hsraonduct wa$ unlawful'

(c) Rielrt to fndomuification lDcuvaliys Actigrs,- Without limiting the gonernlity of Section (a)'

;y to bo mndo a party t9 any thtoltenod, pondlrtg or.

r"'rirfutrA dgflon, suit or pro".ding by or In the tlght of ths Corporation lo 
procure o judgment in itr

fouor by reason of ths Ast that he oi slio is or w$ s ropre$ontative of tho Corporation, or is or wqs

serving atttro rcquest oftho Corporation as a represeniativs ofano{her.corporation, paltnershlp,joint

venturls, trust or other cnterprlso, shall bc indemnified by the Corporation ogalnst oxponsos (inoluding

attomoys' feos) actualty and rcasorrably incurrcd by him or her in connectlon with the defonso or

setttoment of such action, suit or.pruoeidlng if ho or sho aoted in good faith and in a mannor hs or slls

,uu^tonotfy U.tievod to to ln, or nbt opposod to, tho best interests oftho Corporation; oxcept, howover,

that Indemnitication shall not bE made under this $ection (o) in respe ot of any clairn, issus or mattcr 0s

to whlch such person has been acijuclged to ba liable to tho Corpotation unlossafld only to th€ extent

thattheCour-tofComrnonPlescofli'ecountyinwhichthoregistoradofficoofthoCorporntionis.
tocateil or the court in rvhiolr suoh ection, suit or proceeding rvas brought detormines upon application

thqt, despite tho adjudlcatlon of liability but [n vjew ofall the clrcumstancse oftho casq such persol ls

fniily.ani roasonaily entitled to indcmnity for such expenses that the Court of Commott Ploas or such

other coud sholl deem ProPer.

(tt) AdJlnce of Exuensqq. Unless in a particulal oaso advancament of expensos would jeopardize thc

ildffifrr"'r t* 
"-"mpt 

rtatus undar Siotlon 501(a) of tho Code or result in ths Corporatlon's. failure

to bo described in Scction 50 I (o)(3) oftho Codo, exponsos (including attorneys' fccs) Inoured by ony

representative of tho Corporatioiiri Cefenatrrg any action, suit or proceeding-rofenod to in this Articlc

t i rhall bo paid by the Cbrporation ln adyance of tho final disposition of iuch action, sult or

proceeding irpon ieccipt of an undertaklng by or on behalfoftho roprosantativeto repay suoh flmount

if it is ultiiraiely detcrmined that hs or shs is not ontitlcd to bo irrdernnified by the Corporation $s

authorizcd in this Artlcls l5 or othonwiss.

(0) Froceduro for Dl&e!4gElElglln|lictqgu. Unless ordeted by a court' any indomnification under

iior ado hy the Corporation only ns authorizod in tlto

soecific *ru unon a ditermination ihat indeurnification of tho represcntativa is propcr in tho

circumstances'becuuss hs ol. shs has met tre applioablo stnndard of conduct set forth in such

subscotions. Sttch dsterminat{on slrall bs mado:

n

UPE-0020797



;ffi w0r9 not

(ii) If such a quorunr is not obtainable, or lf obtainable and a majority voto of a quorunr of
dlsintorested directors so riirocts, by indopcndont lcgal counscl In n rvrittert opinion.

{0 lglenntficsttorr not Fggl . The indemnification and advancoment of cxpcnscs provided by

,ii grunGa pur*r"ntio ilris Artiolo 15 shrll not bo dcomed oxqlusivo of any other rights towhich a. 
_

p.[on seetiing indcmnification or advancenent ofexpenses may be enlitled undct any other provision

ottt u gylu*r, agreement, vot6 ofdlsinterested directors or othetvliso, both as to astion in his or her

offroiat capaoity nnd as to actisn in another capaoity while holding such offrse shall continls ar to a

person rvho has ceassd to be a reprosenlatlvE oflho Corporation and shsll inuro to lho bencfit ofthe

heirr and personal repre$cntativos ofsuch person'

(g) Wfo+I"Aernui$cqtig , Indcmnificatlon pursuant to this A*iolc-l5 shalt not bo mndc

in-.ny caso wt oro ttj ttri aot or fnilure to act giving riso to the claim for indernnification is detemine.d

by a court to have corrstitutsd willful misconduct or recklessnoss or (il) lndomnifioatlon rvould

jjopardize tho Corporation'$ tax exempt status under Seotion 501 (a) oflho Codo or lcsult h ths
-Corporation,s 

faiftiro to bs describod in Section 501(o)(3) oftho Codb, but the bnrdart ofprovingany

such dcfsnse shall be on tho Corporation,

(b) Grounds for Indgnnification. lndemnlfication pursuant to this Article 15, under any othcr'

iri,virior of ttrs nyt.rvr, .gr*nenl, voto of director's orotherwiso.may bo grantedfor any aotior taken

lr any faituro to take any action and may bo msde whothcr or dot the Corporation would havs lhs

power to indernnl! tho person under nny provision of larv oxcept as othcrwlss provldcd in this Articls

i5 and whother or not tho indpnrnified llabllity ariseg or arose ftom any thtcatencd, pondirtg or'

oomploted action by or in tho right of the Corporation. Tho provisions of thisArtiols 15 shnll bs

applicoblo to all aciions, sults'gi proceeclings wlthln tho scope of $ection (a), Sectlon (b) or Sectiort

(ci whether commercsd before or attar the adoption horool whothcr arising from scts or ornissions

occurrlng before or qfter tho adoption horeof'

(i) power lo 4urclnse fnsumnge, Tho Corporation may purchaso and malntaln insuranco on behalf

;i.@senfativooftheCorporationoris.orwassewingatthorcqucstof
the Cirporation as B represpntative ofonother corporation, partnership'joint vonhlre, tru*t or othar

onterpriso ngainst any iiatrility asseded against him orher and incurred by him or hor in any suoh

.apo"iry, oiadslng out of hlior lrer st*hrs as suoh, whother ol not tho Corporation would have the

po*ut io indcmnip him or lrer against such liability undor tho provisions sfthis Articlc 15.

partics to such aclion, suit ot procceding; or

0) Tho Corporation may ctoste a flrnd of
;,i@und"itlro conhol of a fiustco, or otheviso secured.or lnsure

in-eny malnbr its indimnificatiorr obligalions, whsther arising under 0r Purspant to this Articlo l5 or

otherwlse.

Qr) StatusofBja$tggffndcurulticr,'Ihorightstoindentnilieatlonandadvancomentofexpenses
il@isArticlil5shnll(i)bodecmedtoorcatoconhacfualriglrtsin
lavor of oooh priton rho sorves Bs a represontativo of tho Corporation nt nny timo while this Attlcls ls

in offect (and each such person elrall deamed to be so $erviqg ltt rellancs on tho provlslons ofthis

Artiote), nnd (ii) oontinuo as to a porson who has oeased to bo a reprosentativs ofthc Corporatiou.

(t) Aprrllcgbilllv to Pletteccasot talqpgtlllg.. Fol purposos of this Artlcls.l5, referenccs to tho
.'c@iooiporitionsorotherentiticswhichshallhavebecomeapa$of
tho iorporation by consolijatlorr or nrergir or othcr similar lranssctlon and tholr rospcctivo currellt and

formcr a{Iiliates, antl refcrcrtses to tlgpres!,ntativcs" slraI
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ciitityorjalfiliiio, io ilrat any persou who rvas a monber, director, officer, employco, 68ent or othcr9rrlrry ul qtllllntur ru lllqt oru lrwrovll Flrv rr@ r r$v.rruwr, ur.vvrvrt v..,vv.t v"rl'rv/

roplesenl.ativo of suoh a corpotation, ontity or affillate or sewed as a tnember, direolor, officer',

ernployoe, agont or othor reprsscntativs ofnnother corporation, partnorshiprjointventuro, trust or other

entlrpiiso atlho request ofauy such oorporntion, onfity ol nffilirite shall statld ln the same position

under the provisions of this Article 15 with respect to tlto Corporation as hs or slte woultl if he or shs

had served the Corporation in tho samo oapaoity. Willrout lirnitation of the foregolrtg, cash mcmbor,

director, offioer and employee of onch predecessor to ths Corporatlon shall have ths samo conhact

rights as aro affordcd to dircctors, officers and employees oftho Corloration pursuant to Sectiou (a),

16.Corte. Rofcrenccs in thsse Adiclas to a sestion oftho Code shall bc construed to refer both to such

seition and to thc rcgulations promulgated therounder, as they nolv exlst or may lreroafter bo amended,

zurd to the corrosponding provisions ofony fuauo federal tax cods and tho t"gulatlon$ thsroundor.

./1 /1

(;u"o/ &-l-/xa
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ATTTICLN I
NAME

1.1 Narnc. thc nlme of the cotporation is UPI1 (the "Con:qtstionl'). The

Corpotation may do business uncler such other natnes as rnay be iletormined by the Board of
Directors.

AR'I'ICLE II
osFIcss.

2.1 Registcred O{fice, The registcrcd office of the Corporation sl:all at ali times be

within the Commonwealth of Pennsylvania at such address as may bc established by tho Board

of Directors.

2,2 Business Officc.s. The Corporation nay have offices at such plaoes pcnnittcd by
law as the busiuess of thc Corporation may require.

ARTICLI1 III
PtJllPpsE

3.1 Purpose. The Corporation is organized under the Pennsylvania Nonprofit
Corporation Law (the "Nonprofit.Corporation Laf') for soienlific, educational and chalitable
purposes within the meaning of Scction 501(c)(3) of tho Internal Rcvcnue Code of 1986, as

amended (the "ggdg'), and to pronote, support, and furtlrer thc scientific, educational and

char.itable pulposes and intercsts of West Penn Allegheny llcalth System, Inc., Cauonsburg

Gcner.al Hospital, and Alle-Ifiski Medical Center, olganieations cxempt fiom taxation urdct
Section 501(o) (3) of tho Code and classified as other than private foundations under Section

509(aXl) or 509(a)(2) of the Codc, and a{filiatcd exenpt entities, the putposas of wlrich arc

consistent with those of the Corpurution (colleotively the "&$r!glC). In this capacily the

Corpomtion is further organized:

(a) 'tb establish, maintaiq sponsor, and promotc activities relating to the

improvement of hurnan health aud the provision of cate to the sick, iqjurcd or disabled;

(b) To establish, maintain, spor$or and promote eclucation zurd research

programs relating to the promotion of health an<[ ths provision of care to the sick, injuretl

or disabled;

(o) To coodinate, sponsor, promote and advance progmms and uctivities

dcsigned arrd canied on to improvc the physical, psychological, and emotional health aud

wclfate of petsons living in and atound the tenitory wlich it serYes;

(d) To evaltrate, develop and implement long-range health cale objectives,

.stratcgies, plans and altemative health care delivery systems, il fufiherance of thc

cdfr8
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puryoscs of the Corporaliorr aud thc purposes of those nonprofit hsalth cafo organizatiotts

which thc Corpor-ation lvas orgarrized to support;

(e) To develop, organizc, promote aud conduct lirnd raising activities to
lbrtlier ttre chaxitable purposes and intercsts of the Corpolation, as well as those of the

nonprofit health carc organizatioru which the Corporation was orgauiz.ed to srtpport;

(q to carry out such other acts and to underlake srrch other activities as may

bc necessary, appropriatc or dcsirable in furtherance of or in connection with the couduct,

promotion or attairunent of the tbregoing purposes, provided, that none of such aclivities

shall be undertaken wlrich would cause the Corporation to lose its siatrrs as an

organization elescribed in Section 501(oX3) of tlte Codc, or as an otganization

contdbutions to which a"re deduclible under Section 170(c)(2) of the Code; and

(g) To otherwiso ope:'atc exclusively for charttable, scientific or educational
pulposes within the ureaning of Seotion 501(cX3) of the Code.

ARTICLE IV

I}OARD OF DIRNCTORS

4,1 Powers and Dutles. The business and affairc of ths Cotporation shall bc

managed under the direction of the Iloard of Directors. Without limiting the gcnerality of thc

fotegoing zurd except as otherwise may be provided in thcse Bylaws, the Board of Direotols shall

have full power and the dulYl

(a) To set policies and provide fol cauying out thc purposes of the Corporation;

(b) 'fo make rules aud regulations for its own govcrnance and tbr thc govetnancc of
the committces appointecl by the Boarrl of Directors as provided huein; and

(s) 'lo adopt and amend &orn time to time such ntles and regulations for the conduct

of the business of thc Corporation as may be appropriate or desirable'

4.2 Numbery'Qualificatlons.

(a) -C_S$gositiog. The Boatd of Directors shall consist of such number of pcrsons as

the Board of Director:s nray detennine, but in no case less than tluee, including the individual

then serving as thc Chisf Executivc Officer of the Corporation, who shnll bc a director during his

or her term of office (the "8x-Offisig-Djree!qC').

(b) Certain Qualilications. No individual may be clected to the Boatd of Dituctors

unlcss tfie irrdividual is eligible to ser:ve on the Boatd of Directors pulsuant to trpplicable law, tho

futicles of Iucorpotation and thcse Bylaws. Bach director shall bE a natutal pelson of at least 18

years ofage.
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(c) eLqlses., The directors shall be divided equally into thrce (3) classes so that onc-

ihird (1/3) oftlie aggregurte nuurber ofdirectors (or as close as practicable to onc-third dcpcnding
on the aggrugate number of Dirccton) may be {iltosen cach year.

(d) SEC Actions. Any person who is, ol evel' has been, subject to an otder of a coutt
or the Sccurities ancl Exchange Cornmission prohibiting such person from acting as att of{icer or

dircctol of apublic cornpany shall trot be eligible to scrve as a ditrctot"

(e) ACg Ijttil4dalC. No person rvho is seventy-five (75) years of age or older rnay

bs nominatcd or re-nominated for election or re-elcction as a director. Any dircctor who rrsaclres

thc age of seventy-live (75) shall no longer be qualified to setve as a dircctor aftei'the next
anrrual meeting of the Board of Directors,

4.3 ltrlection and Te rm.

(a) Flx-Oificio Dire_ctpt. The Ex-Officio f)irector shall serve as a direotor by virtuc
of the office held. Except as providcd in Section 4.4, the retttaining directors shall be electetl by
the directott nt thc annual meetiltgs ol'the Board of f)irectors'

(b) Teim. All dircctors, except the Ex-Offioio Dilcctor, shall serve for a tstrn of thrre
(3) years or until their successors aro elected and havc qualified. The Ex-Officio f)irector shall

scrvc as a dircctor for so long as such pemon servr:s as thc Cldef Executive Offtcu of the

Corporatiotr.

(c) ehairperson. The Bsatd of DL'ectors may elect fiom among the dit'eotors an

inclividual to scrys as Chairperson of the Board. The Chairperson shall not be au enrployce of
the Corporation. The Chairperson shall preside at all rneetings of the Board of Directors and

shall perfoun all duties incidcnt to the offtce of Chairperson of the Boatd and such atlru duties

as may be prescribed by the Board of Directors.

(d) Vice Clrairpersog. The Board of Dircctols may elect fiom arnong the direotors a

Vice Chairperson of thc Board. 'flre Vice Chailperson shall not be au employec of lhc

Corporation. Ihe Vice Chairperson shall pelform the duties of the offics of Chairperson of the

Board in the absence of thc. Chairperson of the lloard and such other duties as may be presclibcd

by the Board of Directot's.

4.4 Vscancles. Arry vacancy in the Board of Dilectors caused by the death,

rcsignation or rcmoval of a ciirector or a directol ceasing to quali$ to sewe as a ditector pliot' to
tho expiration of thut director's term and occurring in thu interim betweetr arurual meetings of the

Board of Directors shall be filled by an individual elected by thc Board of Dircctors. 'fhe

{irector so elected shall servE the remaining unexpilcd tenn of tlie dircctor so replacccl.

4.5 lvleetings.

(a) Arurual Meetingt. The arrnual organizational meeting of thc Board of Dircctors

for, among otlrer purposes, the clection of directots and offtcers shall be held on such elate as the

Iloard of Directors rnay determine, at sush tirne and place as shall be detcrmined by the Boald of
Ditectors, lvithout furthcr noticc thmr tho resoltrtiou setting such clate, time anclplace.
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(b) Spgcial Meetings. Special mectings of the Board of Directots may be called at
any timc by tho Chairperson of the Board, the Chief Bxecutive Officer ol one-third (1/3) of thc
mernbers of the tsoard of Dilectols, the dale, timc and place of each such meeting to he

designated in the notice,cnlling the rneethg. Notice of any speeial meeting of thc Board of
Directors shall be given at least fofiy-cight (a8) houts priot thereto and shall state thc gcncral

nature ofthe business to bc transactcd,

(c) Adjourrunent. When a meetiug <rf the Board of Directors is adjouured, it shall not
be necessary to give any notice of thc adourncd meeting or the busincss to be transactcd at tbe
adjourned meeting other than by announccntcnt at the meeting at which such adjournment is
takcn.

(d) Quotum. Directols constituting a majority of the dircetors in offics shall
constittrtc a quornlll for the transaction of business at any meeting of the Board of Directors,

(e) Voting_aUdiEtiqn. Each ditector shall be cntitled to one vote on any matter
subrnitted to a vote ofthe Board of l)irectors, and action by thc Board of Dilectors on any rnatter
shall rcquite the affumative voto of a majority of the ditectors in office unless a gleater
proportion of affinriativo votes is rcquired by applicable law, the Aflicles of Incotporation or'

these Bylaws.

(0 Use of Confe&[ce Telephorro. Except as the Board of Directors otherwise may
determino, one or more pet'solls may participate in a meeting of the Board of f)irectors or of any
committee thereof by means of conference telephone or similar communications equipmcnt by
means of which all peisons participating in the rneeting can heat' and be hezud by each other.
Participation in a meeting in such manncr shall constitute presence in pemon at the meeting,

(e) Action by UnauiuuUtr $dltctt-eslu9lt!. Any action whish riray be laken al a
mccting of tho Board of Dirpctors rnay be taken without a meetiag if a conscnt ol cousents in
un'iting setiing tbrth the action so taken sliall bc signed by all of the dilectors in otfrce and hled
with the Secctary.

4.6 l{esignationlRemovnl.

(a) Resienation. Aly director may rcsign his ol her office :rt any time, such

resignation to be made in rvriting and to take effect irnmediatcly or at such subsequent timc
stated in such wtiting. Any dilector who ceascs to meet the eligibility requirements contained in
applicable law or in these Bylarvs to servs as a ditcctor forthwith shall rcsigu his or her office,
such resignation to be made in wtiting andto take effect immediately.

(b) Reruotal, Any direotor may be temoved, with o:r without cause, only by the

aftirmativc vote of at least two-thirds Ql3) of the directors ir: office taken at any regular or
special meetiug, provided that each director has been given at least ten (10) days writtcn notice
that such action is to be considered at such meeting.

(c) Effe-ct of Repeated Abscnccs fipm Mcetlngt. If s dircctor shall bc absent fi'on
four cousecutive meetings of the Board of Directors, includiug regular meelings and special
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rneeti:rgs duly callecl, the floard of Directors nray, in its discretion, dcclare the officc of suc[
direc{.or vacated, zurd a suceessor shall be elected a.s provicled in thcse Bylaw.s.

4.1 Linitation of Liability.

(a) Ligbilily. To ths fullest extent ilrat the larvs of tlte Conrmonrvealth of
Perrnsytvania, as now in effect or as hcrcafter amendecl, permit climination or limitation of the
iiability of directors, no dircctor of the Corporation shall bc personally liable fbr monetary
damages as such lbt any actions, as a clirector.

(b) Nah$s and Exteot of Rishts. 'lhe provisions of this Section 4.7 shall bc dcemcd
to be a contract with each director of the Corporation who servcs as such at any tirne rvhile fhis
Section is iu effect and each such director shall be deemed to be so serving in reliauce on the
provisions of this Seotion. Any amcnrlment or repeal of this Section or adoption of any Bylaw or
provision of tho Arlicles of the Corporalion which has the effect of increasing dirrctor liabiliry
shall operate prospectivcly only and shall not alfect any action takcn, or any failurc to act, prior
to the adoptiou of snch amendment, rcpeal, Bylaw or provision.

4,8 Compensation. Thc Board of Directors may dctei'mino the compensatiou of
dircstors for their services as dilectors, members of comrnittees of the Board of l)irectors or
otherwise, and also may dcteunine the compensation of persons who are not directors who seive
on any committees established by the lloard of l)irectors; provided that suoh cornpensation is
rcasonablc compcnsation within the meaning of Scction 4958 of the Code.

ARTICT,AV

O.FIiICI'RS

5.1 Oflicet's; Election.

(a) Principal O-I-ficcrs. The prirrcipal officers of the Corporation shall be a Chief
Exccutive Offioer, a Chief Financial Officer, a Trcasurel and a Seuetary, each of whon shall be

elected by lhe tsoard of Directors, and such other officers ru the Board of Ditcctors uay elect,
which rnay include one or mole Presidents, one or nrorc Exsoutive, Senior or Corporate Vice
Presidents, and one ol mole Assisiant l'reasufers ol Assistant Secretades, Ench such officsr
shall hold office for a term of on$ year (or such other tcrm as thc Board of Directors shall
determine for zury office from time to time) and until his ot het suscessot bas bcen selectcd and
qualificd or until his or her earliet dcath, r'esignaiion or rcmoval. Any nnmbct of officcs may be
held by the same person.

(tl) Other Officers. 'l'lic Chief Executive Offioer nray appoint President(s), Vicc
Presidents (inolrrding Executive, Senior and Corporate Vice Presidents), Assistant li'casurers or
Assi.stant Secretaries rvho have not been elected by the Boatd of Dircctots and such other
officers or agents of the Corporation as he or she deteuniues to be approptiate, who shall hold
thcii'oflices subject to the discretion of the Chief fixecutive Officet,
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5,2 Respousibilities of Officcrs.

(a) Chief EX-e.c$!ive Ofticgr. Thc Chief Exccutivc Officcr shall be rcsponsible for thc

geneml and active nranagement of tlre business and af{hirs of the Corporation and shall exercise

general supcrvision and authority oyer all of its agents and enrployecs and shall perfrrlrn all
dutics incident to the offroc of Chief Executive Officer ard such othsr duties as may bc assigned

by the Boald of Dilectors. 'l'tre Chief Executive Officer shall supervise the implernentation uf nll
policies, ordcrs and resolutions of the Board of Dircctor:s and shall cxccute all contracts and

agrcements iruthorized by tho Board of Directors, exccpt that he or she may delegate to other

officcrs of thc Corporation thc polver to exesute contracts in the otdinary cou$e of busiuess or as

otherwise rnay bc authorized by the "Boatd of Dircctors.

(b) President(s.). The President(s) shall be responsible for the direct qdministration,

supervision and corrtrol of such activities in the mzuragement of the Cotporation as may be

assigned by the Chicf Exccutivr: Officcr or the tsoard of Directors.

(c) -C..hief iurqtsste!_Qffigp1. The Chief Financial Officer shall be responsiblc for
finansial accountirrg and repolling for thc Corporation and such other duties as may be assigned

by the Chief Executive Officcr or thc Board of Directors.

(d) Yice Presidents. Each Vice Presidsnt shall perform such duties as may be

assigned by the Chicf Executive Officer or the Board of Dircstors.

(d) TreasJ:rer. The Treasurcr .shall, in accordauce with the policies of thc Board of
Directols and under the dfuection of the Chief Bxecutive Officer or the Chief Financial Officer,
havc general charge antl custody of ar:d be responsible for all f.rnds and secruities of the

Corporation, and shall makc such repoils in such fonn and lnarutel as ths Chief Executivc
Officer, the Chicf ltiruncial Officer or the Board of Directors rnay ditect. Thc Trgasurel shall
teceive and give receipts for monies due and payable to tho Corporation and dcposit such rnonies
in the nama of the Corporation in such banks, trust companies ot'other depositories as may bc

selectcd in accordance with the provisions of these Bylaws. The Treasurer shall keep account of
such rcceipts and dc1:osits and applove expenditurcs of the Corporation and shall perfoun all
dutias incident to the officc of Trea.surer and such other duties as may be assigned by the Chief
Executive Offioer, the Chief Finaucial Offipcr or the Board of Directors.

(e) Seoretaty, 'lhe Sccrctary shall keep the minutes of the meetings of the Board of
Dir.ectors zurd its committees in one or rnolc books providcd for that purpose, shall notify
rncp1bers of the Board of Directors of their electiou, shall see flrat all notic,es arc duly given in
accotdauce with the provisions of these Bylaws, shali be custodian of the corporate records and

of the seal of the Corporation, and shall see that the seal of tlre Corporation is affixed, wltcn
ltecessary, to all instrunents and documents the execnlion of which has bsen authorizecl by the

Iloatd of Directol's or a committee the:reof, shall keep a fecol'd of the address of each dircctor',

and shall perform all duties incident to the office ofSeeretary and such othu duties as may bc

assigned by the Chief lixecutive Officer or the Board of Direotots. ln the nbsence of the

$eoletary or in the cvent of his or her iuability to act, the Chairpersort of the Board shall appoint

an individual to discharge thc duties of,the Secretary'
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{{) Assistant Sectrtr}ries and Assistjul -lltgrrsutg{C. The Assistzurt Secretaribs ancl

Assistant 'freasruers shall perfoun such duties as ]nay bc assigned by the Secretary or the

Tt'easureL, respectively, or by the Chief Executive Officet or the Chief Financial Oiliccr; as

apprnpliate, or the Board of Directors.

5.3 Removal of Officers. Any ol'ficct of the Corporation may be removed, with or

without canse, by the Board of l)irectors, without prcjudice to such officct's cotttractrial rights, if
ary. Any officer appoilted by lhe Chief Executivc Officer may be tetnoved, with or without
cause, by the Chief Executive Officcr, without prejudice to such officer's contractutrl rights, if
any.

5.4 Bouds. Tlre Boatd of Directors may rcquire any officer to give bond and secudty
in such sum and with such $urety or sutcties as the Board of Directors may detelnine.

. 
ARTICLEVI

coMMnr]n$s

6.1 Committ'ccs.

(a) Standing tsoard Cgmmittees. The Board of Dilectors may establish such standing

sormnittees as it deerns to be necessaay or desirable (the "Stqnding Board Committecsj). All
Standing Boatd Committeos shall be comprised solely of directors and shall havc charters

governing their powem and duties, lvhich charteix shall bo approved by thc Boatd of Dilectors.
The Boaxd of Direotors shall appoint the members and a chairperson aad a vice chaiqrerson of
eaoh Star:ding Board Committec.

(b) SBccial Cgmmittees a$d. Program Corngrittees, The Board of Diuectors may

cstablish one or morc special committees of directors ("Speoial CorBrnitteeq') to advise thc

Board of Dbectors and to perfcrm such otlpr fuuctions as the Board of Directots dctetmjnes.
'l'he Board of Dircctors may establish one or rnore committees, which may include ditectors and

persons who are not direetorc, to assist it with aspects of thc Corporation's operations ("9tgg$m
Corllmittees'). Subject to thc provisions of these Bylaws, the Booud of Directors may delcgate

such authority to a Special Comn:ittec or a Program Committee as it deems to bc appropriatc and

desirable and as is not prohibited by applicable law '[he Board of Directdrs shall establish the

milrner of selecting rnembers, ch*irpersons and vico chairpersons, if any, and the lerms of office
of thc nrembers of sach Special Comrniffee and Progrzun Comrniltee.

6.2 Term. Except as othcrwise provided iu these.Bylaws, each membel of a Standing

Boarct Conmdttee shall coutinue as such until tlre ncxt annual otganizational rneeting of the

Board of Direotors or until a successor has been appointed as pt'ovidcd herein, unless such person

resigns, is lernoved or otherwisc ceases to servc on such Standing Board Cotnmittee fol auy

fcason,

6,3 Quorunr and Action. Excepi as othcrwise providetl in these Bylaws or the

charter of a conrn:ittee apploved by the Boalcl of Directors, a majority of thp membets

comprising arry committce appoilted by the Bonrd of f)ircctors pursuant to these Bylalvs shall

constitute a quonxn tbr the transaction of busincss, and the acts of a majodty of committcc
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rnembers p(esent ut a nlseting rrt which a q'lrorurn is presetrt shall corrstitute the acts of the

colnmiltcc, unlcss a gleater proporlion is required by applicable law, the Articles of
Incorporation or these Bylaws,

6.4 Actiorr by Unnninrorrs Writtcn Con.serrt, Iixcept as otherwise providcd irr thcsc

Bylarvs or a chadu of a conunittee approved by the Board of Directors, any actiou which tnay be

taken at a meeting of any conunitteo appointed by tlrc tsoard of Directors pursuant to thsse

Bylalvs rnay be taken without a nreeting if a consent or consents in wdting setting forth the

action so taken shall be signed by all of the members of such committcc and filcd with thc

Sccretary.

(t,5 Renroval. Any rnenrber of a Standhg Board Comtnittee, $pecial Committee or
Prograrn Committsc may be renroved at any timo, with ol without cause, by thc Board of
Directors at any regulat or special mceting.

6,6 Vrrcancies, Any vacancy in a:ry Standing Boatd Cornmittee, Special Corrmiltec
or Program Comnrittee caused by the death, resignation or removal of a mernber of such

corurnittea prior to the expintiou of that membsr's term shall bo filled by another person

appointed by the Board of Djrectors. The rnember so appointed shall serve thc rcnraining

unexpired ternr of the member so replaced,

6,7 Exclusions from Committee Membership. Pltysicirurs wlro receive

compensation ftom the Corporation, whether dircctty or indirectly or as ernployccs or
independent contraotors, arc precluded fi'om membership on any conunittee whose jurisdiction
includes comperuation rnatlers. No physicizur, eithcr individually or collectively, is prohibited

fl'om providing informatiolt to any corutnittee regardiug physician compensation.

ARTTCLE VII

IST.}NMMNCATION OF DIRECTORS. OFTTCARS AFID OTHDRS

7.L Right to lndennilication - General. Any person who was or is a party ot is
thleatened to bs madc a pady to any thleatened, pending ot completed action, suif or ptuceeding,

wftether civil, crirninal, administrativc or investigative (whether brought by or in thc name of the

Corporation or otherwiso), by reason of the thct that he ol shc is or wa$ a rcprcsentativc of thc
Corpomtion, or is or was seruing at the request of the Corpotation as a teprosentative of onother

corpor&tion, parlnership, joint venture, ttust or other enterprise, shall be indemnifted by the

Corporation to the fullest cxtert now or hereaftcr pemnitted by applicable law in connection with
such aotion, suit or proceeding arising out of such pcrson's selice to the Corpotation or to such

other corporation, padneruhip, joint vcntule, trust or other entetprise atthe Cotpomtion's recluest.

The term "replesentativc," as used in this fuliolc VII, shall nean any ditcctot, officcr or
employee, including any employee who is a medioal doctor, lawyer or othcr liccnsed

professional, or any committee created by or prusuant to tltese Bylaws, and any other person who

may be dcteunined by the lloald of Directors to be a representative entitled to the benefits of this

Article VII.
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7,2 Right fo fndemnification - Third Party Actions. Without limiting tho
generality of Scction 7,1, any porson who was or is a party or is thteatened to be made a pafly to
any tlucatened, pcnding ol completed action, suit ol proceecling, whcther civil, crirninal,
adrnirristrative or investigartive (othel tlun an action by or in thc right of the Corporation), by
reason of the fact tlrat he or sire is or was a representative of the Corpotation, ol is or was serving
at the request of the Corporation as a replesentative of another corporation, partnelship, joint
venfure, trust or other enterprise, shall be indemnifiecl by the Corpotation against expense€
(includirrg attorneys' t'ees), judgments, fines and amonnts paid in settlement actually anrl

leasonably hroun'ed by hirn ot her in connection with such action, suit or ptoceeding if hc or shc

acted in good faith aucl in a manner he ol she reasonably believed to be in, or not opposetl to, tlre
best intcrests of the Corporatiou, and, with respect to any climinal actisn or proceeding, had no
rcasonable causc to believe his or her conduct was unlawful, The termination of auy action, suit
or proceeding by judgment, order, settlement, convictiou, or upon a plea of nolo contendere or its
equivalent, slrall not of itself crcate a presumption that the person did not act in good faith and in
a rnamrer which he ol she reasonably believed to be in, or not opposed to, the best interests of the
Corporation, zurd, with rcspect to any cdminal action or proceeding, had rcasonable cause to
bclieve that his or her conduct was unlawful.

7,3 Right to Indemnification - Dcrivative Actions. Without limiting the gcncrality

of Section 7.1, any person who was or is a party, or is threatened to be made a party to any
threatened, pending ol eompletcd action, suit or proceeding by or in tho tight of the Corporation
to plocure a judgmcnt in its favor by reason of thc fact that he or slre is or was a rrcpresentative of
tho Corporation, or is or wt{i serving at the request of the Corporation as a representalivc of
another corporation, partnership, joint venturc, trust or other enterprise, shall be indcmnified by
the Corporation against expeluies (includirrg attorneys' fees) actually and reasonatrly incutted by
him or her. in connection with the dcferrse or settlcment of such action, suit ur proceeding if he or
she actsd in good faith and in arnarurer he or she reasonably believed to be in, or not opposcd to,
the best interests of thc Corporatioq except, howcvcr, Xhat inder:rnification shall not bc made

under this Section 7.3 in respcct of any claim, issuc or mattet as to which such person has been

adjudged to be liablc to the Corporation unless and only to the extent tlrat tha Court of Cornmon
Pleas of tlrc courrty in whioh the registet'ed offrco of the Cotporation is located or tlre coult in
which such aution, suit ol proceeding was hrnught detennines upon application that, despitc the

adjudication of liability but in view of all the circumstanees of the case, such pelsoll is fairly and

rcasonably entitled to indernnity for suoh expcnses that the Court of Common Pleas or such other
court shall deem propet.

7,4 Advancc of Gxpenses. Unless in a particulax case aclvancement of expenses

would jeopardiz.e tlrc Corpcmtion's tax exempt status urder Section 501(a) of the Code or rcsult
in the Corporation's fbilure to be described in Section 501(c)(3) ofthe Code, expense$ (including
attomeys' fees) inculled by any reprvsentative of the Corporation in defending any action, suit or
proceeding rcfcr.red to in fhis Alticle VII shall be paid by the Corpora{ion in advance of the fiual
disposition ofsuch action, suit or proceeding upon receipt ofan undertaking by or on behalfof
tho rcpresentative to repay such amount if it is ultimatcly dctcrmined that lte ol she is not entitled
to be indemnilied by the Coqroration as authorizcd in this Article VII or othcrwise,

7.5 Procedure for Dffecting Indemnification. Unless ordered by a couft, any

indernnification undsr Seclion 7.1, Section 7,2 or Section 7.3 shall be nrade by thc Corporation
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only as authorized in the specific case upon a deternination that indcmlification of thc
replesontative is proper in the circumstances because he or shc has met thc applicable standatd of
conduct set forlh in such subscctions. Suclt dcternrinatiorr shall be nrade:

(a) By the Board of Direetors by a rnajority of a ciuorum consisting of
directors who lvere not pa$ies to such action, suit or ptoceedirig; or'

(b) lf such a quorum is not obtainable, or if obtainable and a majority vote of
n qrorum of disinterestecl directors so directs, by independent legal counsel in a writlen
opilion,

7.6 Indemrdficafion Not Exclusivc. flrc intlemnification and advanccmcnt of
expenses plovided by or granted pursuant to this Article VII shall not bc decmed cxclusive of
any olher lights to lvhich a person seeking indemuification ot advancement 0f expenses nray be

errtitled under any othcr provision of thcsc Bylaws, agreement, vote of clisintcrested dircctors ol
otherwise, both as to action in his or her official capacity and as to aclion in another capacity
while holding such office, shall continue as to a pefson who has ceascd to be a reprcscntative of
tho Corporation and shall inure to ihe benefit of the heirs and porsonal representa{.ives of such
person.

7,7 When Indernnification Not Made. Indcmnification pursuant to tliis Article VII
shall not be ilrade in any case wlrere (a) the act or failure to cct giving dsE to tlre clairn for
indemlification is determinetl by a court to have coustituted willful misconduct or recklessness,
or (b) indernnification would jeopardize the Corporation's tax exempt status under Sectiou
501(a) of the Code or result in the Corpora{ion's failuro to bc dcscribed in Scction 501(c)(3) of
the Code.

7,8 Grountls for Indemnificrtion. Iudeinnificatiou pursuant to this A.rlicle VII,
under any other prrovision of these Bylaws, agreement, voto of directors ol othelwise may be
granted for any action taken or any l'ailiue to take arry action and may be mnde whether or not
the Corporation would have lhe powcr to indemnifr the person under any provisiox of lalv
except as otherwise provided in this Article VII and whether or not the indemnificd liability
arises or arose fncm any tlucatened, pending or completed action by ol in the right of thc

Corporation, The provisions of this A.rticle VII sha1l be applicable to all actions, suits or
proceedings within the scope of Section 7.1, Section 7.2 or Scction 7,3, whether comutenced
before or aftcr the adoptiorr helcof, whether arising from acts or omissions oceuting betbre or
aftcr thc acloption hereof.

7.9 Porver to Purchnse fnsurance. 'l'he Corporatiou may purchase ar:cl maintail
insurance on behalf of any person who is ol was a representative of thc Co4loration ot is or was

setving at the reque.st of ths Coryoratiol as a reptesentative of another cotpot'ation, pafinership,
joint vcnfure, hust or other enlerpriso against any liability asse*ed against him or her and

incuned by hirn or her in any such capaoity, or adsing orrt of his or her status a$ such, wltether or
not thc Corporation would havc the power to indernnify him ol her against such liability under
the provisions ofthis Article VII.
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7.10 Crerrtion of a Ilund to Socure or Insut'e Indemnification. 'l'lre Corpuratiou
may crcatc a frrnd of any natue, rvhich l:ay, but need not bo, rncler tho conhol of a trustcc, or.
otberlvise secllrc, o[ insure in any manner its indemlifioation obligations, wirethci' arisirrg under
or pursuant to this Article VTI o[ otherwi.se,

7,11 Status of lUghts of Indernnitics. The lights to indemnification aud
advancement of cxpenses providcd by or grantcd pu$rlaut to this Article VII shall (a) be deomed
to create contractual tights in favor of each pelson who serves as a rcptesentative of the
Corporation at any time whilc this Article is in effect (and each such percor shall bc dcerncd to
be so serving in reliauce on the provisions of this Article), and (b) continue as to a person who
has ceasecl to be a representative ofths Corporation.

7.12 Applicability to Pretlecessor Companies. For purposes of this "d*ticle VII,
tcfclences to the "Cotpomtion-' includcs all constitucnt oorpolations or other entities wirich shall
have become a patt of thc Corporation by consolidation or mcrgcr ol othcr similar. transaclion
and tlreir respective current and former affiliates, and referencss to "rtpr€sentatives" shall
include rncmbets of any such co4:oration, entity or af{iliate, so that any pcrson who was rr

metnbet, clireotor, offi,cer, employcc, agent ot other representative of such a corporution, entity or
affiliate or servcd as a rnsmber, director, officer; employcc, agent or other rcpresentative of
another corpol'ation, partnership, joint ventute, trust or otlrer entcrprise at the request of any such
corpomtion, entity or affiliate shall stand in the same position under thc provisiorrs of this r\rticlo
VII lvith respect to the Corporation as he or she would if he ot she had seled the Corporation in
the same capacity, Without lirnitation of the foregoing, cach member, dirrctor, officer and
employee of eaclr prcdecessor to the Corporation shall have the same contmct rights as are
afforded to dircctors, officers and ernployees of the Corporation pul'suant to Section 7.11.

ARTICLE VIII
CONTRACTS. I,OANS. CfIIICI$ AND DEPOSITS.

8.1 Contracts, The Board of Dircctots may authorize any officer ol officcrs ol agerrt
or agents to enter into any corrtract or execute or deliver any agreement or instrument in the
namc ol'and on behalf of the Corpot'atiein, aud such authority may be general or corrlined tu
speciiio instances,

8.2 Loans. The Boald of Dirpctors may authorize the borrowing by tbe Corporation
of such sum or sums of money as thc tsoard of Directors may deem advisable, and to nror"tgage
or pledge any or all ofthe real or personal property and any or all ofthe other available assets of
the Corporation in order to secuc the payment of the principal amount of any such bormwing
zurd the interest tlereon and any ancl alt such other omounts as may become duc on^ a{.:count

theleof.

8.3 Checks, All checks, drafts or other otders for the payment of money, notos or
other evidence of indebtedness shall be issued in the name of the Corporation and shall be sigrred
by such officcr or officers or agcnt or agents of the Cotporation zurd in such nunn$r as fi'om timc
to timc shall bc dctcunincd bv thc tsoard of Directors,
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8.4 Deposits. All funds of the Corpotation slrall be depositecl to tlre crcdit of the

Corporotion in such banlcs, trust companies or othel dcpositolies as tl:e Boarcl of Dircctors may
approvc.

ARTICLE IX

NOTrCll ANp CONpUCT qFftIEETINGS

9.1 Writtcn Notice. Except as otherwise provided in thcsc Bylaws, whenever written
notice is lcquircd to be giverr by any person under the prnvisions of any statute or lhese Bylaws,
it may be given by sending a copy thcreof through the mail or ovemight tlclivcry or by limrd
delivery, in eaoh case with charges prepaicl, or by facsimilc transrnission confinued by ouc of thc
foregoing methods, to the individual's address appearing on the books of the Corporatioa ot
suppliecl by the individual to the Corpotation fol the purpose of notice.

9,2 Written Waiver of Notice. Whenever any written notice is required as set fofih
in these Bylaws, a waiver thereof in writing sigrred by the pemon or pe$ons entitled to such
noticc, whether beforc or after lho tinre stated therein, shall be deerned ecluivalent to ihe giving of
such notice.

9.3 Waiver of Noticc by Attendance. Attendance of a person in person at any
meeting shall constitute a waiver of uotice of such meetilg except when a person attends the
meeting for the cxpltss purpose of objecting to the tlarisaction of any business becausc ths
meeting has not been tawftllly called or convencd.

9,4 Procedure, All meetings of the Board of Directors and the committees thereof
shall be conducted in an orderly ma$nsr with a view to affbrding full and fait discussion of the

matters property before suoh mectings,

ARTICI,N X

MISCOLLANEOUS

10.1 No Contract Rights. Except as speci-Eoally set forth in Sections 4.7 utd 7.1l, no
provision of tliese Bylaws shall vest any property or corthact right in any person.

L0,2 Corllorate Seal. The Boald of Directors shall prescribc tho form of a suitable
corporate seal, which shall csrrtain the full narne of the Corporation an<l tlre year and state of
incorporation.

10.3 Fiscal Yenr. The fiscal year of the Corporatiou shall eud on such day as shall be

{ixed by the Board of Directors.
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AI{TICLE XI

AMENDMEI.TTS

11.1 Amcnrlnrenfs. These Bylaws may bc altcrcd, amended or ropcalcd, or rlcw
Bylaws may bc adoptcd, by thc tsoard of Directors at any ureeting of tlre Board of Directors by
the vote of not less than seventy-five percent (7570) of the directors prcsent, but not less than a

rnajority of the directorc in oflice, at any such meeting, provided that noticc of any ploposcd
arncndrncn[ or o srunnlary thereof shal] have been given to eaclt directol not less than ten (10)

days prior to the date of the meetirrg.

ARTICLE XII

C9NFLICTS O[' nI{TEREST

12.1 Ilisclosure. In corurection with any actual ot possiblc corflict of itteiest, an

intcrcstcd pexson must disclose tlte existence and nature of his or her financial interest to the

Board of Directors and any relcvant corucrittee members. l'or this purpose, an interested person

shall include any director, officcr, or member of a committee of the Corporation or an enlity
afftliated with the Corporation who has a ditect or inditcct financial interest in a proposed

transaction. A financial interest shall include: (a) an ownership or investment interest in any
enlily wilh which tbe Corporation has a ploposecl trzursaction or anangemenl; (b) a compensation

ailangement with the Corporation or with any entity or individual with which the Corporation
has a proposed transaction or anangement; and (o) a potential ownership or invcstment interest
in, or compensation arangement witlr, any entity or individual with which fhe Corporation is

negotiating a transactiorr or auangement. If e person is an interested petson with respect to any

entity in the health care system of which the Corporation is a parf, he or she is a:r interested

person with respect to a[] entiiies in the lrealth care system.

12,2 Rccusal and fnvestigation. After disclosure of thc financial interest, the
interested pet'son shail leave flro Board of l)irectors or committee meetiug whilc the financial
interest is discussed and voted upon. The rernaining directors or comtnittee members shall
decide if a conflict of intercst exists. If a conflict of interest exists, the followittg proeedurcs

shall be followed: (a) the Chicf Sxecutive Officer shall, if appropt'iate, appoint a clisiuteresied
person or cornrnitteo to invcstigate alten:atives to the proposed transaction or offingement; (b)

after cxcrpising due diligence, the Board of Dilectors or committce shall detctmiae rvhether thc

Corporation could obtain a more advnntageous transaction or arrangement with teasonable

cfforts Jiom a persoll or entity that woultl not give rise to a conflict of interes{; and (c) if a more
advantagcous tmnsaction or an'angcment is not roasonably attainable, the Boartl of Dircctors ot
committee shall deter:nine by a majority vote of the disintcrested directots whethcl the

tlansaction or auangetnent is in the Corporation's best interests and for its own bensfit md
whetherthe transaction is fair aud reasonable to the Corporation and shall decide as to whether to

entcr into the trzuuaction ol auangement in conformity with such dctsrmiuation.

12.3 Failure to Disclosc. If a director or cornmittee membet has reasonable cause to

believe that an interestecl pelson has failed to disolose actual or possible conflicts of interest, he

shall inlbnn thc interestcd person ofthe basis ofsnch befiefand alfold the interestetl persort aD
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opportunity to explain the alleged failurc to disclosc. If, a{ter hearing the tesponse of the

meutber and rnaking such fulthsl' investlgation as n'lily bo wananted irt tlte citcumstanccs, the
Bqard of Directors or committee detennines tlut the ioterested pei'sotj has in fact failecl to
disclose an actual or possible conflict of iilerest, the Boarrl of Directors sha[[ taice rtppropriatc

steps to prr:tect the Corpotation.

12,4 Record of Actions. 'lhe rnirrutes of the Boarcl of Dit'ectors and all relevant
committccs shall contain thc follolving: (a) ihe names of petsoru who discloscd or otherwise
were found to have a financial interest in comection with an actual or possible conflict of
interest, the nahur: of the financial intercst, any action taken to detcnnine whethcr a conflict of
intcrest was present, and the Board of Dirrctors' ot committee's decision as to whether a conflict
of intetest in fact cxistcd; aud (b) the:rames of the pcrsons who were present for discussions and

votes rclating to the transaction or zut'arlggment, the content of tlre discussion, including any
altematives to the proposed transaclion or ailangetnenf, and a record of any votes talcen in
connection. therewith.

12.5 Compensatiou. Special ptocedures shall be in cffest rvith rcspeot to
compensation issues. A voting rneutber of the Boald of Directofs ot any committee whose
jurisdiction Lrcludes compensation mattcrs and who receives compensation, directty or
indirectly, finrn the Corporation for seryices is precluded finrn voling on mattem pertaining to
that mcmbcr's compensation. Physicians who receivc compensation ftom the Corpomtion,
whether directly ot indilectly or as employecs or indcpendent contractots, arc prccludcd fi'om
nembership on any comnrittee whose jurisdiction includes courpensation nratters. No physician,
either individually or collectively, is prohibitect fiom providing information to auy comrnittee
rcgarding physician compensation.

12,6 Annual Statements. Each interestcd peruon shall annually sign a statenrent that
aflirms that suclr persorl (a) has received a copy of tlre conflicts of intercst policy, ft) has read
and understzurds tho policy" (c) has agreed to cornply with the policy, and (d) understands that the
Corporation is a charitablo oryanization and that in orcler to maintain its fedcral tax exemplion it
must engage plimarily in activilies that accomplish one or mole of its tax-exempt purposes. Ihis
policy shall be reviewed annually for the information and guidance of membes of the Iloard of
Dircctors, and any new member shall be advised of thc policy upon entering on the cluties of his

ofiicc. In addition, the Corpomtiou shall conduct periodio reviews of its aotivities, including any
transactions or armngcments rvith intcrested pcrsons, to ensut'e that its activilies in thc aggrcgatr:

prornote and fluther the Corporntion's oxempt chadtablc, scientific, and educational putposes.
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ARTICLE I

NAME

1.1 Name. The name of the corporation is
"Corporation"). 'l'he Corporation rnay do business under

determined by the Board of Directors.

IUltimure Purant Enrity] (the

such other narncs as may bc

ARTICLE II

oFFICES

2.1 Registcrcd Office. The registered of'fice of the Corporation shall at all times be

within the Commonwealth of Pennsylvania at such address as may be established by the Board
of Directors.

2.2 Business Offices. The Corporation may have offices at such places penaitted by

law as the business of the Corporation may require.

AIITICLE III
PURPOSO

3.1 Purposc. 'l'he Corporation is organized under the Pennsylvania Nonprofit
CorporationLaw(the..@')forscientitic,educatitrnalandcharitabIe
purposes within the meaning of Section 501(cX3) of the Internal Revenue Code of 1986, as

amended (the "Code"), and to promote, support, and further the scientific, educational and

charitable purposes and interests of West Penn Allegheny Health System, Inc.. Canonsburg

Gencral Hospital, Alle-Kiski Medical Center, Jefferson Regional Medical Center, and fSaint
Vincent Health Center], organizations exempt from taxation under Section 501(c) (3) of the

Code and classified as other than private tbundations under Section 509(aXl ) or 509(aX2) of thc
Code, and attliated cxempt entities. the purposes of which are consistent with thosc of the

Corporation (collectively the "Hos$ritals"). In this capacity the Corporation is further organized:

(a) 'fo establish. maintainn sponsor, and promote activities rclating to the

improvemcnt of human health and the provision of care to the sick, injured or disablcd;

(b) To establish, maintain, sponsor and promote education and research

programs relating to the promotion of health and the provision of care to the sick, injured
or disabled;

(c) To coordinate, sponsor. promote and advance programs and activities
designed and carried on to improve the physical, psychological, and emotional health and

welfbre of persons living in and around the territory which it serves;

(d) To evaluate. develop and implement long-range hcalth carc objectives,

strategies, plans and altenrative health care delivery systems, in f'u*herance of the
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purposes of the Corporation and the purposes of those nonprotit health carc organizations
which the Corporation was organized to support;

(e) 1'o develop, organize, promote and conduct fund raising activitics to
lurther the charitable purposes and interests of the Corporation, as well as those of the
nonprolit health care organizations which the Corporation was organized to support:

(f) to carry out such other acts and to undertakc such other activilies as may
be necessary, appropriate or desirable in furtherance of or in connection rvith the conduct,
promotion or attainment of the foregoing purposes, provided, that none of such activities
shall be undertaken which would cause the Corporation to lose its status as an
organization described in Section 501(c)(3) of the Code, or as an orga*ization
contributions to which are deductible under Scction 170(cX2) of the Code; and

(g) To otherwise operate exclusively for charitable, scientilic or educational
purposes within the meaning of Section 501(cX3) of the Code.

ARTICLE IV

IIOARD OF DIRECTORS

4.1 Powers and Duties. 'fhe busincss and affairs of the Corporation slrall be

managed under the direction of the Board of Directors. Without limiting the generality of the
loregoing and except as othenvisc may be provided in these Bylaws, the Board of Directors shall
have full power and the duty:

(a) To set policies and provide for carrying out the purposes of the Corporation;

(b) To make rules and regulations for its own governancc and for the govemance of
the committees appointed by the Board of Directors as provided herein; and

(c) To adopt and amend from time to time such rules and regulations fbr the corduct
of the business of the Corporation as may be appropriate or desirable.

4.2 Number/Qualifications.

(a) Composition. The Board of Directors shall consist of such number of persons as

the Board of Directors may detcrmine, but in no case less than three, including thc individual
then serving as the Chief Executive Officer of the Corporation, who shall be a director during his
or her term of ofl'ice (the "8".0.S.q.!glDireg!er").

(b) Cerrain Oualifications. No individual may be elected to the Board of Directors
unless the individual is eligible to serve on the Board of Directors pursuant to applicable larv, thc
Articles of Incorporation and thcse Bylalvs. Each director shall be a natural person of at least l8
years ofage.
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(c) Classes. The dircckrrs shall be divided equally into tluee (3) classes so that one-
third (l/3) of the aggregate number of directors (or as close as practicable to one-third depending
on the aggregate number of Directors) may be chosen each year.

(d) Independence. At least a majority of the dircctors shall be persons rvhom the
Board of Directors has detennine<l are "independent directors" within the meaning of such tcrm
as defined by the Internal Revenue Service tbr exempt organizations under Section 501(c)(3) of
the Codc" and as such arc broadly representative of the community. No director, other tlian the
Ex-Officio Director. shall be an employee of the Corporation or any entity controllcd by the
Corporation.

(e) Common_Directors r.vith Hospitals. The members of the Board of l)ircctors must
include at least one person who is also serving as a member of the board of directors of each
Hospital. The same member of the Board of Directors need not be serving on all such Hospital
boards.

(0 SEC Actions. Any person who is, or ever has been, subject to an order of a court
or the Securities and Exchange Commission prohibiting such person from acting as an ofticer or
director of a public company shall not be eligible to serve as a director.

(g) Age Limitations. No person who is seventy-five (75) years of age or older may
be nominated or re-nominated for election or re-election as a director. Any director who reaches

the age of seventy-tive (75) shall no longer be qualitied to serve as a director afler the next
annual meeting of the Board of Directors.

4.3 Election and Term.

(a) Ex-Ofl-rcio Director. The Ex-Officio Director shall serve as a director by virtue
of the office held. Except as provided in Section 4.4, the remaining directors shall be elected by
the directors at the annual meetings of the Board of Directors.

(b) Term. The initial Board of Directors elected by the Incorporator of the
Corporation shall be divided, as evenly as practicable, into three classes and shall serue staggered
terms. Allocation of initial terms among directors for one, two or three-year terms shall be madc
by the Incorporator. At the end of their respective initial terms, all direc:ors, cxcept the
Ex-Ofticio l)irector, shall serve for terms of tfuee (3) years or until their successors are elected
and have qualified. The Ex-Officio Director shall serve as a director for so long as such person

serves as the Chief Executive Otficer of the Corporation.

(c) Chairperson. The Board of Directors shall elect from among the directors an

individual to serve as Chairperson of the Board. The Chairperson shall not be an enrployee of
the Corporation. The Chairperson shall preside at all meetings of the Board of Dircctors and

shall perform all duties incident to the office of Chairperson of the Board and such other duties

as may be prescribed by the Board of Directors.

(d) Vice Chair?ersen. 'l'he Board of Directors may elect fiom among the directors a

Vice Chairperson of the Board. The Vice Chairperson shall not be an employee of the

Corporation. 'l'he Vicc Chairperson shall perform the duties of the office of Chairperson of thc
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Iloard in the absence of the Chairperson of the Board and such other duties as may bc prcscribcd
by the Board of Dircctors.

4.{ Vacancies. Any vacancy in the Board of Directors caused by the dcath.

resignation or renroval ot'a director or a director ceasing to qualify to serve as a director prior to
the expiralion of that director's ternr and occuning in the interim between annual mcetings of thc
Board of Directors shall be lilled by an individual clected by the lloard of Directors. The

dircctor so elected shall serve the remaining unexpired temr of the director so replaced.

4.5 Meetings.

(a) Annual Meetinqs. The annual organizational rneeting of the Board of Directors
fbr, among other purposes, the eleciion of directors and officers shall be held on such date as the

Board of Directors may determine, at such time and place as shall be determined by the Board of
Directors. without further notice than the resolution setting such date. time and place.

(b) Regular Meetings. Regular meetings of the Board of Directors shall be held not
less than four (4) times a year, each at such date, time and place as shall be determined by the

Board of Directors, without further notice than the resolution setting such date, time and placc.

(c) Special Meetings. Special meetings of the Board of Directors may be called at

any time by the Chairperson of the Board, the Chief Executivs Otficer or one-third (l/3) of the
members of the Board of Directors, the date, time and place of each such meeting to be

designated in the notice calling thc meeting. Notice of any special meeting of thc Board of
Directors shall be given at least forty-eight (48) hours prior thereto and shall state the general

nature of the business to be transacled.

(d) Adjournment. When a meeting of the Board of Directors is adjourned, it shall not

be necessary to give any notice of the adjourned meeting or the business to be transacted at the

adjoumed mecting other than by announcement at the meeting at which such adjournnent is
taken.

(e) Quorum. Directors constituting a majority of the directors in olfice shall

constitute a quorum for thc ransaction of business at any meeting of the Board of Directors.

(0 Voting and Action. Each director shall be entitled to one vote on any matter

submitted to a vote of the Board of Directors, and action by the Boarcl of Directors on any matter

shall require the affirmativc vote of a majority of the directors in office unless a greater

proportion of aflirmative votes is rcquired by applicable law, the Aflicles of Incorporation or
these Bylaws.

(g) Use of Conl'erence Telephone. Except as the Board of Directors othcrwise rnay

determine. one or more persons may participate in a meeting of the Board of Directors or of any

committee thereof by means of conf'erence telephonc or similar communications cquipment by

means of rvhich all persons participating in the meeting can hear and be hcard by each otlter.

Participation in a meeting in such manncr shall constitute presencc in person a1 the nreeting.
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(h) Action by Unanirnous Written Consent. Any actiorr which may be taken at a
meeting of the Board of Directors may be taken without a meeting if a consent or conscnts in
rvriting setting forth the action so taken shall be signed by all of the directors in of'fice and filed
with the Secretary.

4.6 Resignation/ftemoval.

(a) ReSjqutjglr. Any director may resign his or her ol'fice at any time. such
resignation to be rnade in writing and 1o take effect irnmediately or at such subsequent time
stated in such writing. Any director who ceases to nee: the eligibility requirements contained in
applicable larv or in these Bylaws to serve as a director forthwith shall resign his or her otfice,
such resignation to be made in writing and to take eft'ect immcdiately.

(b) Removal- Any director may be removed, with or rvithout cause, only by the
affirmativc vote of at least two-thirds (2/3) of the directors in office taken at any regular cr
special meeting, provided that each director has been given at least ten (10) days writtsn notice
that such action is to be considered at such meeting.

(c) Etfect of Repeated Absences from Meetings. I1'a director shall bc absent liom
four consecutive meetings of the Board of Directors, including regular meetings and special
mectings duly called, the Board of Directors may, in its discretion, declare the office of such
director vacated, and a successor shall be elected as provided in these Bylaws.

4.7 Limitation of Liability.

(a) Liabilitv. 'I'o the fullest extent that the laws of the Commonwealth of
Pennsylvania, as now in effect or as hereafter amended, pennit elimination or limitation of the
liability of directors. no director of the Corporation shall be personally liable for monetary
damages as such for any actions, as a director.

(b) Nature and Extent of Riqhts. The provisions of this Section 4.7 shall be deemed
to be a contract with each director of the Corporation who serves as such at any time while this
Section is in effect and each such director shall be deemed to be so serving in reliance on the
provisions of this Section. Any amendment or repeal of this Section or adoption of any Bylaw or
provision of the Articles of the Corporation which has the effect of increasing director liability
shall operate prospectively only and shall not affect any action taken, or any tailure to act, prior
to the adoption of such amendment. repeal, Bylaw or provision.

4.8 Compensation. The Board of Directors may determine the compensation of
directors tbr their services as directors, members of committces of the Board of Directors or
othenvise, and also may determine the compensation of persons who are not directors who serve
on any committees established by the Board of Directors; provided that such compensation is
reasonable compensalion within the meaning of Section 4958 of the Code.
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ARTICLE V

OFFICERS

5.1 Officers; Election.

(a) Principal .9fficers. l'he principal officers of the Corpora:ion shall be a Chief
Executive Officer, a Chief Financial Officer, a "l'reasurcr and a Secretary, each of lvhom shall be

clcctcd by the Board of Directors, and such other officers as the Board of Directors may clect,
which may include one or more Presidents, one or more Executive, Senior or Corporate Vice
Presidents, and one or more Assistant Treasurers or Assistant Secretaries. Ilach such officer
shall hold office for a term of one year (or such other teiln as the Board of Directors shall
determinc for any office frorn time to time) and until his or her successor has been selected and
qualified or until his or her earlier dealh, resignation or removal. Any nurnber of ollices may be

held by the same person.

(b) Other Officers. The Chief Executive Otlicer may appoint President(s). Vice
Presidents (including Executive, Senior and Corporate Vice Presidents), Assistant Trcasurers or
Assistant Secretaries who have not been elected by the Board of Directors and such other
officers or agents of the Corporation as he or she determines to be appropriate, who shall hold
their offices subject to the discretion of the Chief Executive Officer.

5.2 Responsibilities of Officcrs.

(a) Chief Executive Offic,ef. The Chief Executive Officer shall be responsible tbr the
general and active management of the business and affairs of the Corporation and shall exercise
general supervision and authority over alt of its agents and employees and shall perlbnn all
duties incident to the office of Chief Executive Officer and such other duties as may be assigned

by the Board of Directors. The Chief Executive Oftcer shall supervise the implementation of all
policies, orders and resolutions of the Board of Directors and shall execute all contracts and
agreements authorized by the Board of Directors, except that he or she may delegatc to other
officers of the Corporation the power to execute contracts in the ordinary course of business or as

othcrwise may be authorized by the Board of Directors.

(b) President(s). The President(s) shall be responsible lbr the direct administration,
supervision and control of such activities in the management of the Corporation as may be

assigned by the Chief Executive Oflicer or the Board of Directors.

(c) Chief Financial Ofticer. The Chief Financial Ollicer shall be responsible fbr
financial accounting and reporting tbr the Corporation and such other dutiEs as may be assigned
by the Chief Executive Officer or the Board of Directors.

(d) Vice Presidents. Each Vice President shall perform such duties as may be

assigned by rhe Chief Executive Of ficer or the Board of Directors.

(d) Treasurer. The Treasurcr shall. in accordance with thc policies of the Board of
Direcrors and under the direction of the Chief Exccutive Officcr or the Chief Financial Officer.
have general chargc and custody oi and be responsible for all i'unds and securities of thc
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Corporation. and shall make such reports in such form and manner as the Chief Executivc
Olficer. the Chief Financial Officer or thc Board of Directors may direct. 'l'he freasurer shall
receive axd give receipts for monies due and payable to the Corporation and deposit such monics
in the nzuae of the Corporation in such banks. trust companies or othcr depositories as may be

selected in accordance with the provisions of these Bylaws. The'lreasurcr shall keep account ol'
such receipts and dcposits and approve expenditures of the Corporation and shall perfionn all
duties incident to the office of f'reasurer and such other dutics as may be assigned by the Chief
Executivc Officer, the Cliief Financial Ofliccr or the Board of Directors.

(e) $.gcretary. The Secretary shall keep the minutes of the meetings of the Board of
Directors and its commifiees in one or more books provided tbr that purpose, shall notity
members of the Board ol Dircclors of their election, shall see that all notices are duly given in
accordance with the provisions of these Bylaws, shall be custodian of the corporate records and

of the seal of the Corporation, and shall see that the seal of the Corporation is affixed, rvhen
necessary, to all instruments and docaments the execution of which has been authorized by the
Board of Directors or a committee thereof; shall keep a record of the address of cach director,
and shall pertbnn all duties incident to the oflice of Secretary and such other duties as may be

assigned by the Chief Executive Officer or the Board of l)irectors. In the absence of the

Secretary or in the event of his or her inability to act, the Chairperson of the Board shall appoint
an individual to discharge the duties of the Secretary.

(0 Assistant Secretaries and Assistant Treasurers. 'Fhe Assistant Secretaries and

Assistant Treasurers shall perform such duties as may be assigned by the Secretary or the
Treasurcr. respectively, or by the Chief Executive Officer or the Chief Financial Officer, as

appropriate, or the Board of Directors.

5.3 Removal of Officers. Any officer of the Corporation may be removed, with or
rvithout cause, by thc Board of Directors, without prejudice to such offtcer's contractual rights, if
any. Any officer appoinled by the Chief Executive Officer may be removed, rviih or without
cause, by the Chief Executive Offiecr, without prejudice to such oflicer's contractual righls, if
any.

5.4 Bonds. The Board of Directors may require any officer to give bond and security
in such sum and rvith such surety or sureties as the Board of Directors may determine.

ARTICLE VI

COMMITTEES

6.1 Committees.

(a) Standinq Board Committees. The Board of Directors shall have a Corporate
Governance and Nominating Committee, an Audit Committee and a Personncl and

Compensation Committee and the Board of Director$ may establish such other standing
committees as it dcems to be necessary or desirable (the ''Standing Board Commil&gg"). All
Standing-Board Committees shall be comprised solely ol directors and shall have charters
governing thcir powers and duties, which charters shall be approved by the Board of Directors.
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Thc Board of Dircctors shall appoint the members and a chairpcrson and a vicc chairpcrson of
each Standing Board Committee.

(b) Sp-e.cial Committees and Program Cornmittees. The Board of Directors may
establish one or more special cornmittees of directors ("Special Comrnittees") to advise thc
Board of Directors and :o perform such other functions as thc Board of Directors dctermines.
Thc Board of Directors may establish one or more committees. which may include directors and
persons who are not directors, to assist it with aspects of the Corporation's operations ("Program
Committees"). Subject :o the provisions o1'these Bylaws, the Board of Directors may dclcgate
such authority to a Special Committee or a Program Committec as it deems to be app:opriate and
desirable and as is not prohibited by applicable law. The Board of Directors shall establish the

manner of selecting members, chailpersons and vice chairpersons, if any, and the tenns of of'fice
of the members of each Special Committee and Program Committee.

6.2 Term. Except as otherwise provided in these Bylaws, cach mcmber of a Standing
Board Committee shall continue as such until the next annual organizational rneeting of the
Board ofDirectors or until a successor has been appointed as provided herein, unless such person
resigns. is removed or otherwise ceases to serve on such Standing Board Committee lbr any
reason.

6.3 Quorum and Action. Except as otherwise provided in these Bylaws or the
charter of a committee approved by the Board of Directors, a majority of the members
comprising any committee appointed by the Board of Directors pursuant to these Bylaws shall
constitute a quorum for the transaction of business, and the acts of a majority of committee
members present at a meeting at which a quorum is present shall constitute the acts of the
committee, unless a greater proportion is required by applicable law, thc r\rticles o1

lncorporation or these Bylaws.

6,4 Action by Unanimous Written Consent. Except as otherwise provided in these
Bylarvs or a charter of a commitlee approved by the Board of Directors, any action which may bc
taken at a meeting of any committee appointed by the Board of Directors pursuant to these

Bylaws may be taken without a meeting if a consent or consents in writing setting {brth the
action so taken shall be signed by all of the members of such committee and filed with the
Secretary.

6.5 Removal. Any member of a S:anding Board Committee, Special Committee or
Program Committee may be removed at any time, with or w'ithout cause, by the Board of
Directors at any regular or special meeting.

6.6 Vacancies. Any vacancy in any Standing Board Committee, Special Comrnittec
or Program Committee caused by the death, resignation or removal of a member of such

committee prior to the expiration of that member's term shall be flrlled by another person

appointed by the Board of Directors. The member so appointed shall serve the remaining
unexpired term of the membcr so replaced.

6.7 Exclusions from Committee Membership. Physicians wto rcccive
compensation from the Corporation" whether directly or irrdirectly or as employees or
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independent contractors, are precluded liom membership on any committee whosc jurisdiction
includes conrpensation mafters. No physician, either individually or collectively, is prohibited
lrom providing information to any committee regarding physician compensatior.

6.8 Corporate Governance and Nominating Committec.

(a) Composition. The Corporate Governance and Nonrinating Committec shall
consist of such numbcr of directors. but in no case less than three (3). as the Board of Directors
shall detennine. None of the members of the Corporate Governancc and Nominating Committee
shall be employees of the Corporation or of any entity controlled by thc Corporation.

(b) Responsibilities. In addition to any responsibilities delegated to it by the Board ol
Directors, the Corporate Governance and Nominating Committee shall be responsible for:

(i) Rccommending the candidates to be nominated by the Board of Directors
for election as directors at each annual meeting of the Board of Directors;

(ii) Recommending the candidates to be nominated by the Board of Directors
for election as directors to fill any vacancies occurring on the Board of Directors; and

(iii) Recommending the candidates for election or reelection as Chairperson of
the Board and Vice Chairperson of the Board.

(c) Timine. At least fifteen (15) days before each annual, regular or special mecting
of the Board of Directors, the Corporate Governance and Nominating Committee shall
recommend the requisits number of individuals who satisff the qualifications cstablished in these

Bylaws for election as directors of the Corporation.

6.9 Audit Committee.

(a) Composition. The Audit Committee shall consist of such number of directors, but
in no case less than three (3), as the Board of Directors shall determine. None of the members of
the Audit Committee shall be employees of the Corporation or of any entity controlled by the
Corporation.

(b) Responsibilities. In addition to any responsibilities delegated to it by the Board of
I)irectors, the Audit Committee shall be responsible for:

(i) Recommending to the Board of Directors the selection of indepcndent
certificd public accountants for the Corporation and the subsidiaries; and

(ii) Overseeing the compliance programs! accounting and linancial
procedurcs, systems of internal accounting and financial controls, and internal audit
functions of the Corporation and the subsidiaries; and

(iii) Accepting ths annual independent audit report of the Corporation's
financial statements, as preparcd by the external auditors, and render or cause to be

rendered an audit report to the Board of Directors at its annual nreeting.
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6.10 Personnel and Compensation Committee.

(a) Composition. The Personnel and Compensation Committee shall consist of such
number of directors, but in no case less than thrcc (3), as the Board of Directors shalldetcnninc.
None olthe members of the Personnel and Compensation Committee shall be employees ol'the
Corporation or of any entity controlled by the Corporation and none may have a Contlict ot'
lnterest as defincd in Section 4958 of the Code and the applicable regulations.

(b) Responsibili_ties. In addition to any responsibilities delegated to it by the Board of
Directors, the Personnel and Compensation Committee shall be responsible for:

(i) Evaluating the perfbrmance of the principal officers of the Corporation:
and

(ii) Recommending to the Board of Directors the selection and compensation
of the principal officers of the Corporation.

ARTICLE VII

INDEMNIFICATION OF DIRECTORS. OFFICERS AND OTHERS

7.1 Right to Indemnification - General. Any person who was or is a party or is
threatened to be made a party to any threatened, pending or cornpleted action, suit or procceding,
whether civil, criminal, administrative or investigative (whether brought by or in the name ol the
Corporation or otherwise), by reason of the fact that he or she is or was a representative of the

Corporation, or is or was serving at the request of the Corporation as a representative of another
corporation, partnership, joint venture, trust or other enterprise, shall be indemnified by thc
Corporation to the fullest extent now or hereafter permitted by applicable law in connection rvith
such action, suit or proceeding arising out of such person's seryice to the Corporation or to such

other corporation, partnership, joinl venture, trust or other enterprise at the Corporation's request.
The term "representative," as used in this Article VII, shall mean any directoro oll'rcer or
employee, including any cmployee who is a medical doctor, lawyer or other licensed
professional, or a*y committee created by or pursuant to these Bylaws, and any other person who
may be determineel by the Board of Directors to be a representative entitled to the benefits of this
Article VII.

7.2 Right to Indemnificntion - Third Party Actions. Without lirniting the
generality of Section 7.1, any person who was or is a party or is thrcatened to be madc a party to
any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative or investigative (other than an action by or in the right of thc Corporatiou), by
reason of the fact that he or she is or was a fepresentative of the Corporation, or is or rvas serving
at the request of tlre Corporation as a representative of another corporation, partnership, joint
venture, trust or other enterprise, shall be indemnilied by the Corporation against expcnses
(including attomeys' fees), judgments, fines and amounts paid in scttlement actually arrd

reasonably incurred by him or her in connection with such action, suit or proceeding if he or shc

acted in good faith and in a manner he or she reasonably believed to be in, or not opposcd to, thc
best interests of the Corporation, and, with respect to any criminal action or proccedirrg, had no
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reasonable cause to believe his or her conduct was unlawful. fhe termination of any action, suit
or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its
equivalenl, shall not of itself crcate a presumption that the person did not act in good faith and in
a manner which he or she reasonably believed to be in. or not opposed to, the best interests of thc
Corporation, and, lvith respect to any criminal action or proceeding, had rcasonable cause to
believe that his or her conduct rvas unlawful.

7.3 Right to Indemnification - Derivative Actions. Without limiting the generality
of Section 7.1. any peruon who was or is a party, or is threatened to be madc a party to any
threatened. pending or cornpleted action, suit or proceeding by or in the right of the Corporation
to procure a judgment in its favor by reason of the fact that he or she is or was a representa:ive of
the Corporation, or is or was serving at the request of the Corporation as a representative of
another corporation, partnership, joint venture, trust or other enterprise, shall be indemnified by
the Corporation against expenses (including attorneys' fees) actually and reasonably incurued by
him or her in connection with the defense or settlement of such action, suit or proceeding il he or
she acted in good faith and in a manner he or she reasonably believed to be in, or not opposed to,
the best interests of the Corporation; except, however. that indemnification shall not be made
under this Section 7.3 in respect of any claim, issue or matter as to whieh such person has been

adjudged to be liable to the Corporation unless and only to the extent that the Court of Common
Pleas of the county in which the registered office of the Corporation is located or the court in
which such action, suit or proceeding was brought determines uporl application that, despite the
adjudication of liability but in view of all the circumstances of the case, such person is fairly and
reasonably entitled to iademnity for such expenses that the Court of Common Pleas or such other
court shall deem proper.

7.4 Advance of Expenscs. Unless in a particular case advancement of expcnses
would jeopardize the Corporation's tax exempt status under Section 501(a) of the Code or result
in the Corporation's tbilure to be described in Section 501(cX3) of the Code, expenses (including
attorneys' fces) incurred by any representative of thc Corporation in defending any action, suit or
proceeding relbned to in this Article V1l shall be paid by the Corporation in advance of thc final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
the representative to rcpay such amount if it is ultimately determined that he or she is not entitled
to be indemnilied by the Corporation as authorized in this Article VII or otherwise.

7.5 Procedure for Effccting Indemnification. Unless ordered by a court. any

indemnification under Section 7.1, Section 7.2or Section 7.3 shall be made by the Corporation
only as authorized in the specific case upon a determination that indernnification of the
representative is proper in the circumstances because he or she has met the applicable standard of
conduct set fbrth in such subsections. Such determination shall be madc:

(a) By the Board of Directors by a majority of a quorum consisting of
directors rvho were not parties to such action, suit or proceeding; or

(b) If such a quorum is not obtainablc, or if obtainable and a rnajority vote ol
a quorum oi disinterested directors so directs. by independent legal counsel in a written
opinion.
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7.6 Indemnification Not Exclusive. The indernnification and advancement of
expenses provided by or granted pursuant to this Articlc VII shall not be decmed exclusivc of
any other rights to which a person seeking indemnification or advancemcnt of expenscs may be
entitled u:rder any other provision of these Bylaws, agreement, vote of disinterested directors or
otherwise, both as to action in his or her official capacity and as to action in another capacity
while holding such ot'fice" shall continue as to a person who has ceased to be a representative of
thc Corporation and shall inure to the benefit of the heirs and personal representatives of such
person.

7.7 When Indemnification Not Made. Indemnification pursuant to this Article VII
shall not be made in any case where (a) the act or fhilure to act giving rise to the clairn for
indemnification is determined by a court to havc constituted willful misconduct or recklessness,
or (b) indemnification rvould jeopardize the Corporation's tax exempt status under Section
501(a) of the Code or result in the Corporation's failurc to be described in Section 501(c){3) of
the Code.

7.8 Grounds for Indemnification. Indemnifica:ion pursuant to this Article VII,
under any other provision of these Bylaws, agreement, vote of directors or otherwise may be
granted for any action taken or any failure to take any action and may be made whether or not
the Corporation lvould have the power to indemnifu the person under any provision of law
except as olhenvise provided in this Article VII and whether or not the indemnified liability
arises or arose from any threatened, pending or completed action by or in the right of the
Corporation. The provisions of this Article VII shall be applicable to all actions, suits or
proceedings within the scope of Section 7.1, Section 7.2 or Section 7.3, whether commenced
bcfore or after the adoption hereof, whether arising from acts or omissions occurring bcfore or
after the adoption hereof.

7.9 Power to Purchase Insurance. The Corporation nay purchasc and maintain
insurance on behalf of any person rvho is or was a representative of the Corporation or is or was
serving at the request ofthe Corporation as a representative ofanother corporation, partnership.
joint venture, trust or other cnterprise against any liability asserted against him or her and
incurred by him or her in any such capaci:y, or arising out ofhis or her status as such, whether or
not the Corporation would have the power to indemnify him or her against such liability under
the provisions of this Article VII.

7.10 Creation of a Fund to Secure or Insure Indemni{ication. The Corporation
may create a fund of any nature, which may, but need not be, under the control of a trustee, or
otherwise secure or insure in any nanncr its indemnification obligations, whether arising under
or pursuant to this Article VII or otherwise.

1.tl Status of Rights of Indemnities. fhe lights to indcmnification and
advancement of expenses provided by or granted pursuant to this Article VII shall (a) be deemed
to create contractual rights in favor of each person rvho serles as a reprcsentative of the
Corporation at any time while this Article is in effect (and cach such person shall be deemed to
be so serving in reliance on the provisions of this Article), and (b) continue as to a person who
has ceased to bc a representative of the Corporation.
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7.17 Applicability to Predecessor Companies. For purposes of this Article VII,
referenccs to lhe "Corporation" includes all constituent corporatiorls or other entities rvhich shall
have become a part of the Corporation by consolidation or merger or other similar transaction
and their respective currcnt and former affiliates, and references to "reprcscnlativcs" shall
include membels of any such corporation" entity or affiliate, so that any person rvho was a
member, director, olficer, employee, agent or other representative of such a corporation, entity or
affiliate or served as a member, tlirector, officer, employee, agent or other represen{ative ol'
another corporation, partnership. joint venture, trust or other enteqrrise at the request of any such
corporation, entity or afliliate shall stand in the same position undcr the provisions of this Article
Vll with respect to the Corporation as he or she would if he or she had servcd the Corporation in
the same capacity. Without limitation of the fbregoing, each member, director. off-rcer and
employee of each predeccssor to the Corporation shall have the same contract rights as are
afforded to directors. officers and enrployees ofthe Corporation pursuant to Section 7.1 1.

ARTICLE VIII
CONTRACTS. LOANS. CHACKS AND DEPOSITS

8.1 Contracts. 'lhe Board of Directors may authorize any officer or ollcers or agent
or agents to enter into any contract or execute or deliver any agreement or instrument in the
name of and on behalf of the Corporation, and such authority rnay be general or confined to
specific instances.

8.2 Loans. The Board of Directors may authorize the borrowing by the Corporation
of such sum or suns of money as the Board of Directors may deem advisable, and to mortgage
or pledge any or all ofthe real or personal property and any or all ofthe other available assets of
the Corporation in order to secure the payment of the principal amount of any such borrowing
and the interest thereon and any and all such other amounts as m&y become due on account
thereot'.

8.3 Checks. All checks, drafts or olher orders for the payment of money, notcs or
other evidence of indebtedness shall be issued in the name of the Corporation and shall be signed
by such officer or offrcers or agent or agents of the Corporation and in such manner as fi'on time
to time shall be detemrined by the Board of Directors.

8.4 Deposits. All funds of the Corporation shall be deposited to the credit of the

Corporation in such banks, trust companies or other depositories as the Board of Directors may
approve.

ARTICLE IX

NOTICE AND CONDUCT OF MEETINGS

9.1 Written Notice. Except as otherwise provided in these Bylarvs, whenevcr written
notice is required to be givcn by any person under the provisions of any statute or :hese Bylaws,
it may bc given by sending a copy thereof through the mail or overnight delivery or by hand
delivery, in each case with charges prepaid, or by facsimile transmission contimred by onc of the
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foregoing methods. to the individual's address appearing on thc books of the Corporation or
supplied by the individual to the Corporation for the purpose of notice.

9.2 Written Waiver of Notice. Whenever any written notice is rcquired as set lbrlh
in these Bylaws, a rvaivcr thereof in writing signed by the person or persons enlitlcd to such
notice, whether befbre or a{ier the time stated thcrein. shall be deemcd cquivalent to the -r{iving of
such notice.

9.3 Waiver of Notice by Attendance. Attendance of a person in pcrson at any
meeting shall constitute a r,vaiver of notice of such meeting except rvhen a person attends 1hc

meeting for the express purpose of objecting to the transaction of any business because the
meeting has not been lawfully called or convened.

9.4 Proccdure. All mectings of the Board of Directors and the comrnittees thereof
shall be conducted in an orderly manner with a view to affording full and fair discussion oi the
matters properly before such meetings.

#ili'^"*T",
f 0.l No Contract Rights. Except as specifically set forth in Sections 4.7 and 7.1 1, no

provision of :hese Bylarvs shall vest any property or contract right in any person.

10.2 Corporate Seal. The Board of Directors shall prescribe the form of a suitablc
corporate seal. which shall contain the full name of the Corporation and the year and state of
incorporation.

10.3 Fiscal Year. The fiscal year of the Corporation shall end on such day as shall be

fixed by the Board of Directors.

ARTICLE XI

AMENDMENTS

ll.l Amendments. These Bylaws may be altered, amended or repcaled, or new
Bylaws may be adopted, by the Board of Directors at any meeting of the Board of Directors by
the vote of not less than seventy-five pcrcent (75%) of the directors present, but not less than a
majority of the directors in oftice, at any such meeting, provided that notice of'any proposcd

amendment or a summary thereof shall have been given to each director not lcss than ten (10)

days prior to the date of the meeting.

ARTICLE XII

CONFLICTS OF INTEREST

l2.l Disclosure. In comection rvith any aclual or possible conflict of interest. an

interested Derson must disclose the existence and naturc of his or her financial interesl to thc
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Board of Directors and any relevant committce mcmbers, For this purpose, an interested person

shall include any director, otlicer, or member of a committee of the Corporation or an entity
affiliated with the Corporation rvho has a direct or indirect financial interest in a proposcd

transaction. A financial interest shall include: (a) an ormership or investment interest in any

entity with which the Corporation has a proposed transaction or arrangement; (b) a compensation
atrangement with the Corporation or with any entity or individual rvith which the Corporation
has a proposed transaction or arrangement; and (c) a potential orvnership or iuvestment intErest

in, or compensation affangement with, any entity or individual r,vith which the Corporation is

negotiating a transaction or arrangement. If a person is an interested person with respect to any

entity in the health care system of which the Corporation is a part, he or she is an interested
person with respect to all entities in the health care system.

12.2 Recusal and Investigation. After disclosure of the financial interest, the

interested person shall leave the Board of Directors or committee meeting while the financial
interest is discussed and voted upon. The remaining directors or committee mcmbers shall

decide if a conflict of interest exists. If a conflict of interest exists, the following procedures

shall be follorved: (a) the Chief Executive Officer shall, if appropriate, appoint a disinterested
person or committee to investigate altematives to the proposed transaction or affangement; (b)

after exercising due diligence, the Board of Directors or committee shall determine whether the
Corporation could obtain a more advantageous transaction or arrangement with reasonable

efforts from a person or entity that would not give rise to a conflict of interest; and (c) if a more
advantageous transaction or arrangement is not reasonably attainable, the Board of Directors or
committee shall determine by a majority vote of the disinterested directors whether the

transaction or arrangement is in the Coqporation's best interests and for its own benefit and

whether the transaction is fair and reasonable to the Corporation and shall decide as to whether to

enter into the transaction or arrangement in conformity with such determination.

12.3 Failure to Disclose. If a director or committee member has reasonable cause to

believe that an interested person has failed to disclose actual or possible conflicts of interest, hc

shall inform the interested person of the basis of such belief and afford the interested person an

opportunity to explain the alleged failure to disclose. If, after hearing the response of the

member and making such further investigation as may be warranted in the circumstances, the

Board of Directors or committee determines that the interested person has in fact lailed to
disclose an actual or possible conf'lict of interest, the Board of Directors shall take appropriate

steps to protect the Corporation.

12.4 Record of Actions. The minutes of the Board of Directors and all relevant

committees shall contain the tbllowing: (a) the names of persons who disclosed or otherwise
were found to have a linancial interest in connection with an actual or possible conflict of
interest, the nature of the hnancial interest, any action taken to determine whether a conflict of
interest was present, and the Board of Directors' or committee's decision as to whether a conflict
of interest in t'act existed; and (b) the names of the persons who were present for discussions and

votes relating to thc transaction or arrangement, the content of the discussion, including any

altematives to the proposed transaction or arrangement, and a record of any votes taken in

connection therewith.
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12.5 Compensation. Special procedures shall be iu effect with respcct to
compensation issucs. A voting membcr of the Board of Directnrs or any cornmittee rvhose
jurisdiction includcs compensation matters and who receives compcnsation, directly or
indirectly, from the Corporation ibr services is precluded frorn voting on malters pcrtaining to
that member's colnpensation. Physicians who receive compensation from the Corporation.
whether directly or indirectly or as employees or independent contractors, are prcclurded frorn
membership on any committee whosc jurisdiction includes compensation matters. No physician,

either individually or collectively, is prohibitcd from providing information to any committec
regarding physician compensation.

12.6 Annual Statements. Each interested person shall annually sign a statement that
altirms that such person (a) has received a copy of the conflicts of interest policy, (b) has read

and understands the policy, (c) has agreed to comply with the policy, and (d) understands that the
Corporation is a charitable organization and that in order to maintain its fcderal tax exemption it
must engage primarily in activities that accomplish one or more of its tax-c'xempt purposes. 'fhis

policy shall be reviewed annually tbr the intbrmation and guidance of members of the Board of
Directors, and any new member shall be advised of the policy upon entering on the duties of his
office. [n addition, the Corporation shall conduct periodic reviews of its activities, including any
transactions or arrangements with interested persons! to ensure that its activities in the aggregate
promote and further the Corporation's exempt charitable, scientific, and educalional purposes.
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tiorr was orgrnized to suppott;

(0 to garry out such other aets n'nd to undedako 6uch other activitics fl$ n)ay be ncco$satyt

appropriato, or dosirablo in fuiltrsrancc of or in conoection with tha conduct, protttotion ot attsinment

oiihe-forgoiirg purpose$, provided, ttret none of such aotivitlcs shall bo undertakcn which would causo

the Corporation to loso itg stahrs as an organization doscribpd irt Section S0l(oX3) oftht Codo, or ns

nnorgonizirtioncontributionstowhlchnrodeduotiblounderSestion l?0(cX2)oflhoCode;and

(g) 1o othorwiso opcrate oxclusively for charitablo, scicntifio or educatlonal purposes within ths

meaning of Sootion 501(eX3) ofthe Codo.

| 6. Nou-Stock Basis. Tho Corporation is to bo organizerl on a non-stoolc basis. 
I

|-_--i-

8. Itrcorooratq{, Ths narns aud post oftico address ofthe incorporator is Carol A' Soltes, Recd Smith

LLP,225 Fifth Avonrro, Pit*burgh, PA 15222'2716;

ittu munugta by or under tho direotion

"f 
- n"*a 

"f 
Oirectors of the Corporation, Tho number, torm of olfice, mothod of selection and

wh

manuer of remsvsl ofths Board oiDlleotors shall bo as sotforth in the Bylaws of tho Ctlrporation.

Ths Board of Directors shall satisfy the requircmcnts appticable to a suppo$lng organizatlon operaied

in cogpction with organizatlons described in Seotion 509(aXl) or 509(a[2) of the Codo within the

meaning of Sectlon 509(a)(3) of tho Codo and epplio$lo logulations,

lf.Eg1ligCC. Notwithstanding any other provision of these Articles, no purt of tho net calnings or nssefs

ofrhe Corporation shall inure fo the benofit of or be dishlbutabls to its nternbets, directors, trustecs,

officsrs oiany othcr private ihdividuali provided, howevcq tho Coryoration shnll be authorized and'

empowered to pay reasonabto conrpensation for servicss render"d to the oxtont that such pnyrnonts do

not provont it fiom qualifying, and continuing to qualts, as an oxonrpt otglnization and to rnaks suqh

lawiul payments ani dlsriUutions in furtheranco of ths purposes set forth in Artiqlo 4 hereof as may

ftonr flmi to drue bn oithor rcquircd or permitied by Sec.tion 501(o)(3) of the Code.

5. Pecu4iargQE![ or FIo{!t, Thc Corporatlon doos not contomplato poouniary gain or profit, lncldentnl

or otherwiso.

@rntlonshal|havcasing|cmernber.Thosing|emombersha1lbaUP&a
I Pcnnsylvanianonprofitcoryomtion.

tho CorPora:ion shnll

t,ot e"g"go dGott or indireotly in any actlvlty rvhloh rvould provent lt ft'om quali$ing, and

conrin;irig to r1uafiS, as a corporntion dcsoribsd irr Section 501(c)(3) ofthe Code (hereinafter refenetl

to in thesJAdlcles as an "oxempt organlzationr), or as a corporation conbibutions to which arc

<tortuctible under Section l?0(0X2) of tlte Codo. No substantinl part of the astivltlos of the

Corporation shall be dovoled io carrying ou ofpropaganda" ot otherwiso attcmpting to inflrrenco 
._

legiilation (excopt as otherwlso pravlded in Seotlorr 50t(h) ofthe Codo), and the Corporation thall not

pirticipato in or intervene in (inoluding tho publishlng or distributing of slatomcnls) arry political

oampalgn on behalf of or in opposition to any candidoto frx publlo ofiico,

-z-

UPE-0020839



12,!SundSltSE_Sg!UC, In tiro evcnt that the Coqporation fails to qualify as etl olg0rrizstion descdbed iu

Sfii;; SOffiliIiZ) or (3) of rho Code, thon, notwithstrnding nny othcl provision of theso Artlcles,

rhc Corporaiiori .tratiUu frnhibited fi'om engaglng ln any act of solf-dealing (as dofined irl

Section 4941(d) oftho Cocto); frurn rotoirring anyexces$ buslness holdlngs (ns dctined in

Soction a9a3ic)o{'lhe Code); fiom makhtg any invoshnents in such m8nfler os to subject tho

Coryoration to tax un<tgr Section 4944 of the Co(e; and ftom rnaking atty.taxablo expenditurcs (as

defiied in .Secrion 4945(d) of thc Codo), to tho extcnt any uotion therewith worrld subject the

Corporationtotaxundei<lngorrrloloofthocitedsectionsofthoCode, Totheoxtontrequired,tho
Corporation shall mako qualifying distributions st suoh tirns and in such manner as do not subjcct the

Corporetion to lax undsr Scotion 4942 ofths Codo,

I 4,Psrsonsl Uabiliw of-Dlrectoru

(a) Ellmination of Llabllitr,, To tho fullest .extent lhat tho laws oi ths Commonwoalth of
p;,"*Jlyai ffirrT'"ffrrt or as hereafter amontlcd, permit olinrination or llmitation of ths liabilil.y

of dirictors, no director of the Corporation slull bo porsonally liable formonetary dnmages as such lbr
any actlon takcn, or'any failure to tako any action, as a direotor.

(b) Appllcabilitv. l1to provisions of thls Artlolo shall bo dcested to he a conhact with each diroctor

iftt u C"rpotati* who soryse.as suclr at auy tirns whilo this Artialc is tn effest and esch such dirsctor

shatl bo deerned to bc so serving in rollanso on tho provlslons ofthls Article' Any amendmenl or 
_

repoal of thls Artiole or adoption of any bylaw or provloion of theso At4ioles which has tlro sffcct of
lncreasi6g {lrcctor liability ihalt oporato prospeotively only and shall not affect any. action takon, or

any failuie to act, prlor to-{he adoptlon of such amendmont, ropoal, bylaw or provlslon,

l5.ftrdentnlficatiou.

(a) Rislrl jg Iudemuification - Gcqera!. Auy pcrson who was or is a party or is threatencd to be

;;d@rconrplctedaotlon,suitorprocecdin-g,whetherclv|l,
crimlnni, administiativs or investlgatlvc (whether brought by or In tho nam-s of the Cotporation.or

othcrrviso), by reoson ofthe fact that ha or sho is or was a ropresenhtivs oftho Corpoiation, or is or

was servirrg at tho request of tho Corporation a8 a roprescntstivs ofanothor corpoffition'.putnership,

.tolrrt ventuio, hust or other enterprise, shall be indemnified by tho Corporatlon to tho fullost oxtgnt

i1uw or lrsrei&er permitted by appllcablc Inw in connection with such action, suit or proccedlng arising

out ofsuch person's servico io tfie Corporatlon or to such othor corporation,- partnerrhip, joint venturo,

tru st or oiher enterpriso at the Corporaiion's requosl. Tho tomt "represcntative,".as used in lhis.

l3,UruJgllSg, InthsevsntthatttroCorporatlonslrall bodissolvedorliquidatcd,theBourdofDirectors,
rft.l.1rtl"g or making provision for payment ofall of tho lcnown llabilitie.l of tho Corporatlon' rnay

ransiei or dirpose of iho Corporstion'$ proper{y and assets to (a} such otle or more corporations! ttust$,

funds or other organizations which at the tlino are oxompt ftom federol lncomo tnx as organizatlons

described in SeotJon 501(oX3) ofthe Codo and, in the solojudgment oftho Corporation's Bc$rd of
Directors, have purposos similor lo those of tho Corporatlon or (b) the fedcrnl govommont' oI to a stato

or local gov*rnmoni for snch purposes. Any suoh sssets not so disposcd ofshall bo dlsp-osod of by a

court ofiompetentjuri$dictio; eiolurivcly to ono or ruoro ofsuch corporations, husts, funds or other

organlzatiors as said cou* shalt dctemlne, which at ths timo &re cxempt from_federal income tax as

orlanizationr describerl iu Ssction 501(o)(3) of0o Code, and whiclr are organ_ized and operated for

suih purposes, or to tho fodoral govcnment or to a stalo or local govetrunont for vuch purposes. 
-No_

privaio inaividual shall share in ihs distribution of arry Corpontion ac.qets upon dksolution or sals of
the assets of tho Corpomtion,

Artiolo. shall mean anv director, officer or

-J-
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lawyel or other profossional, or any comrnittcc crcatcd by or pursuant to tha Bylaws, ond nny

other person who may bc detelnrina(l by the Board ofDirectors to be a reprcsentativc cntitlcd to tho

benefits of this Articlo 15.

(b) IUsltJ to Indgrnnlficnttou - Thir:[Pnrtv Actio&q, Without limiting the gererollty of ticctlon (a)

any person rvho was or is a parly or ls tlueatened to bo mads a party to nuy throatened, pendirtg or'

cornploled action, euii or proceeding, whether civil, criminal, adminislratlve or invcstigntive (other

than an action by or in tho right oftho Corporation), by roason oftho faat that he or sho is or lvas a

rolrresentative oftho C.orporation, 0r ls or was serving at tho requcst ofthc Corporatlou as a

leprosentativo ofanother corponrtion, partnorohip, joint venture, lrust or other entcrpriso, shall be

indcmnified by the Corporation againstexponsos (lnOludlngattorneys' fees),Judgnents, fines and

Rmounts pnid in sottlement actually and reasonably lncurred by hinr or her in connection lvith such

notion, suit or proceeding ifho or shs achd in good faith and in I manner he or shc leasonably

believed to bo in, or not opposed to, tho best interests oftho Corporation, and, wltlr respect to any

criminal actlon or prcceeding, hod no reasonable causg to beliovo his or her conduct was unlawful.
'fho terminatlon of any actlou, suit or proccedlng byjudgmont, ordcr, sottlcmont, conviction, or tlpon o
ploa ofnolo contenders or its equivalonf shall not ofitselfcroato r presumption that tho pcrson did not

aot in good faith and In a mannec which he or she rensonably believed to be in, or not opposed to, the

bast interpsts of tho Corporation, and, with raspect to any eriminal actlon or prococding, had

reasonablc causo to bollovo that his or her conduot was unlawful'

Without llmiting tho gonerality of Soction (n),

sny porson who was or is a party, or is to be made a parly to atly thrcatonod, ponding or
(c)

oompleted action, suit or proceeding by or In tho right of tho Corporntiqn to procuto a judgment in its
favor by reason of the f'act that hs or shs ig or was a roprcsentativo of the Corporation, or is or was

sorving at tho rcquest ofthe Corporoiion ns a representatlvo ofanother corporation, partuership,Joirtt

venturo, tnrst or other enterprise, shall be indemnifled by tho Corporation against oxponses (includhrg

attornoys' fees) actually nnd reasonably incunsd by hitn or her ln cortrtection with the defense or

scttlernont ofauoh aolion, suit or procaeding ifho or she actcd in good fqith and in e manner ho or shs

reasonably lelteved to bo in, or not oppcsed to, lho best interests ofthe Corpolation; oxcept, howover,

that indsmnification shatl nol bs mads under this Section (o) in rospect of any olaim, issus or mat{pr as

to rvhich such person hqs been adjudged to bs liable to tho Corporatlon unless and only to tho extent

that tho Court of Common Pleas of tho county in which the rcgisterod oficg of tho Corporation is

looatcd or ths court ln whlch such aotion, suit or proceeding wae brcught determinos upon application

that, despito tho adJudicatlon of liability but in view ofoll ths ciroumstances oftho case, such porson is

fairly and reasonably ontitled to indernnity fol such oxperues tlrat the Cqurt of Common Pleas or such

other court shall deenr propot',

(d) AdvruceofSxrerseg, Unlosrinnpartlcularoaseadvanoomentofoxponsoswouldjeopardieotho
Corporatlon's tax exempt $tatus undsr Section 50 1(a) oftho Cods or rosult in tho Corporatlon's failuro
to be dssoribed in Sqction 501(cX3) oftho Code, expcnses (lnoluding attorneys" fees) incurred by any

rcprosentativo ofthe Corporation in defending any aotion, suit or procecdirrg rofcrrad to in this Artiolo

1 5 shgll be paid by tho Corporatlon in adyancc oftho final dlsposition ofsuch action, suit or
proceeding upon rccoipt ofan undertaklng by or on behnlfoftho reprosentativo to repay such omount

if it is ultimatoly dctcrnrined that ho or sho ib not cntitlcd to be indemnlfled by tho Corporation as

authorlzed in this Artlqle l5 or othorwlso.

(6) Proeedgte&tEffeqfingludoul,rtficatlorr, Urtess qrderpd by a court, ony indemnification undor

$cctlon (a), Seotion (b) or Sectlon (o) shall bo mado by tho Co4loration only as authorized in the

spocific caso upon a ddormiffitlon thst lndcmnification of lhe rcproson{.ative ls propor ln lhe

olroumsiancos bcoause he or shs has met tho applicabls standErd ofconduct sc.t fodh itt such

subseotions, Such detormination shall bo mnds:

'4-
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rcqt-;;ho *.ru not
prirtios to such action, suit or proceedittg; or'

(ii) If such a quorum is not obtalnable, or if obtalnsblo and a rnnjority voto of a quonrm of
disinterrsted dltector$ so dirccts, by lndepondent legnl counscl in a written opinion,

(f) Indemnilicatlon not Exclusive. 'l'ho indemuification and advnncoment of oxponses provided by
or grantod pursuant to this Artiote l5 shell not bs deomed oxolusive of arry otlrcr righls to wlrioh a
pcrson sceking indornnificatlon or advancsment ofcxpensos may bo entitled undcr' nny othor provisiort

of tho Bylaws, agreement, vote ofdisinterested difecbrs or o$erwlso, both as to actlon In his or her

officlal oapncily and as to aotion i:r another cnpaoity rvhilo holding suoh offics shall contlnuo as lo n

pcrson who has ceased to bo a representative oftho Corporation and shall inure to tho benefit sflhe
heirs and porsonal rcprosentntivos ofsuch penon,

(g) Wlren Indernnl{icatioq ltot l4ade. Indentnificatlon pursuant to this Artlolo l5 shall not bo mado
in auy caso whero (i) tho act ol failuro to act giving riso lo tho claim for indemnificatior is determined
by a court to havo congtituted wlllful misconduot ol rcoklessness or (ii) indemnlfioation would
jeopardizc tho Corporation's ta.t exernpt stahrs under Section 501(a) ofthe Ccde or result in the
Corporation's failuro to be dsscribod in Seotion 50i(o[3) oftho Codg but the burden ofproving any
such dof€nso shall be on the Corporation,

(h) Grounds for. Iudemnilieation, Indemnificalion pursuantto thi$ Article 15, under any other
provision of the Bylaws, agreenrenf voto of directors or othorwise may be granted for nny aotlon taken

or any fuiluro to tako uny action and may be rnade whcther or not thc Corporatlon would hovo tho

power to lndernnlly tho pcrson under any provlslon of law axccpt Bs othorwise provlded in this Articls
l5 and whethsr or not lhq indemrtificd liability arlscs or aroso ftom ary throfltc$ed, pending or
comploted aotion by or in tha right of the Corporation. 'Iho provisions of {tis Artioto 15 shall bo

npplicablo to all actlons, suits or proceedings within tho scope ofScction (a), Seotion (b) or Scctlon
(c), rvhother commenced before or aftpr tho adoptioa horeof, whethor atising fiom acb or ornissions
occurlng beforo or after tho adoptlon heieof,

(i) Porvor tp Pun:h$se Iusuragsq. Tho Corporatlon may purchaso and mainhln insurancs on behalf
of any pereon who is orwas a reprosenhtive of ths Corporution or is or wag serving af tho request of
tho Corporation as a rcprosontative of anotlrer corporrtion, parlnership, Joint yonturo, trust or other

enterpriso against any liability assgrt€d against him or her and incuned by him or her in any such

oapacity, or arising out of his or hcr status as such, whcthor ot not tho Corporation would havs tho
powcr to Indemnlly him or hor agahst such ltablllty undor thc provisions of lhis Artlcls 15.

O Creation of a tr'gnll to Sccuro.or InsureJuqlouuilicatioq. 'l'ho Corporalion may ooato a ftnd of
any naturo, which may, but noed not bo, under lhe oonhol ofa trustee, or' othenvlso secured or insuro

in any ronnnor its indemnifipatiort obligationn, whether arising und€r or pursuant to this Artlcle l5 or
olfiorwiss.

(k) Stahrs of Rlphls.'of Isdeqlltl,eg, Tho rights lo indsmnlfioation and advarseruent of oxpenses

providcd by or granted pursrant to this Artloto I 5 shsll (l) bo dcomcd to crcatc contrtotual rights in
favor of eaoh person who seryes as a reprosorrtativo of tho Corporation at any time whils this Artiols is
in offoct (and oach such persou shall deenrad to be so serving in rclianca on the provisions ofthis
Articlo), and (li) continue as to n person who has ceascd to bo n representatlve of tho Corpomtion.

(l) Annlicability to Prerlecessor Comnani.ee,, For purposos of this Articls t 5, r"eferoncos to tho

"Corporation" includes all oonstihrent corporations sr othet ontitios whiqh shnll havs bscomq a pafi of
the CorpoLnfion by consolldatlon or merger or other slmilar trausaction and their respeotivo oun'ent and

former and references ta
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employeo, agonl or other repLesentctivo ofanother corpolation, partnership, joint venfure, h ust or othcr

onterpiisuat*tho requost of any such corporatioir, cntity or afrliato shall stand in tho samo position 
.

rundcr tho provlsions of this Article l5 rvith respect to tho Corpotatior as,he 
-or 

sho would if ho or sho

had scrvcd tho Corporation in tho samo cspecity, Without lirnitation of tho foregoing, eaoh rnctnbcr,

entity or' @ornber, dirsctor, ofticer, enploycg ngcn! or other

ropresontativo ofsuch a coryoration, ontity ot alilllate or served uu o mombet', dircctor, ofificer,

diroctor, officer nni enrployee ofeaoh predecessor to ths Corporation shall havo tho samo con$act

riohtc rs qrn nffnr.ded to directors. ofiiclls arrd emotovcss oftho CorDoration pursuantto Section (irights as nrc affoteled to dircotot's, otlicers arrd employces Corporation pursuant to Section (a).

INTBSTIMONY WTIERBOIT, the incorporator has signed

those Artlqles of lncorporation this t 9r day ofOctober'
201 t.

&*n/ ( ,Itu
Carol A. Solles, IncorPorator

16.@9. Reforences in thoso Artioles to o soctlon of the Code shall bs conshred to rpfsr both to srroh

ffin and to the regulations promutgatod thereunder, no they now oxist or may hercofter bc amended,

und to the .ooorponiirtg provisions ofany futuro federal tax codc and the regulotions thereundst'
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ARTICI,N I
NAMII AND I'UltPOSIllS

1.1 Nane. The narne of the corporation is UPE Provider Sub (the "Cgtpg-r'atiott").
The Corpolation may do busiuess under suoh ofher names as may bc determined by the Board of
Dircctors.

1,2 Purpose. The Corporation is organized under thc Pennsylvania Nouprofit
Corporation Law (the "Nonprolrl9orporation Larv.") fbr scientifio, educational and charitable
puryoses with the meaning of Sectiou 501(c)(3) of the Internal Revenue Code of 1986, as

amendcd (the "!glie'), and to promote, suppofi, and liulher the scientifis, cducatioual and
charilable pllrposes and interests of West Pem Allegheny Health System, Inc, f'S&[JlS"),
Canonsburg Gencml l{ospital, arul Alle-Itiski Medical Center, organiz.ations exempt {i'on'r

taxation under Section 501(c)(3) of the Code and elassificd as other tlran private foundations
under Section 509(a)(l) or 509(a)(2) of the Code, aud alfiliated exempt entities, the purposes of
which arc consistent with those o.f the Corporation (colleetively, the "Hospitals"). tn this
capacity, the Corporation is furthcr organized:

(a) To establish, maintain, spousol', and prcmote activities relating to thc
irnprovernent of human health and the provision of oare to the sick, injurecl or disabled;

(b) To establish, maintain, sporuor and plomote educatio:r ancl research
programs relating to the promotion of irealth and the ptovision of care to thc sick, injuled
or disabled;

(c) To coordiuate, sponsor', ptomotc and advance programs nnd nctivities
designed arrd carried on to improve the physical, psycholagical, and emotional health and

welfare of pesons liviug in and arouncl the ten'itory wlrich it servc$;

(d) To evaluate, devclop ancl implement long-range health cale objectives,
strategies, plans and alternative health care delivery systems, in irrtherarrce of the
purposes of the Corporatiorr and the purposes of tlrose nonprofit health cate otganizatious
wltich thc Cotporation was organized to srtpport;

(") To dovclop, organize, promotc and conduct firnd raising activitics to
fuilhel the chalitable pulposcs and interests of thc Coryoration, as well as those of tbe

nonprr:fit health care organizations which the Corpolation was otgauizecl to suppotl;

(t) To cany out such othei' acls and to undertake such othel activities as may
bc nccessary, appropriate or desirnble in furtherance of or in connection with tho eonduct,
promotion or attainmeut of the foregoing purposes, provide d, that none of such. activities
shall be undertaken rvhich would causo the Cotporation to lose its status as an
organization described in Section 501(c)(3) of the Code, or as an otganization
contributions to rvhich arc dcductible untlct Section 170(cX2) of lhe Cocle; and

(g) 'l'o othcrwise opcratc exclusively for charitablc, scientific or educational
purposes within the meauing of Section 501(c) (3) of the Code.

$, l'1"'
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ARTICLE II
oFFtcns

2,t Registered O{fice. The registercd ofticc of thc Corpomtion shall at all times be

withirr the Courrnonwealth of Pemsylvania at such address as may bc cstablished by the tsoard
of Directors.

Z,Z Bushress Offices. The Corpolation nray have business offices at such places

permittcd by law as thc business of the Corporation may require.

ARTICLE UI

MEMBnRS

3.1 Membcrship. The Coryoration shall havc oue (l) member, which shall be UPE,
a Pennsylvania nonprofit corporation, a Pennsylvania nonprcfit cotporation (thc "Mgmbsf').
There shall be uo othcr rnerubers or classes of membership. Tho Chief Executive Ofiicer or the

Fre.sidsrrt of the Member shall be cntitled to vote on behalf of the Member in accordance with the

authority gxanlcd to the Chicf Bxecritive Oflicer or flre President of tbe Mernber unless the

Mernber nolifies the Corporatiou in witing thaf another of{icer is authorized to vots on behalf of
the Member'.

3,2 Mcctings.

(a) Annual Mectiue" The annual rneeting of the Member of the Corporation
shall be hcld immcdiatcly foilowing thc annual mccting of the Board of Directors of thc
Member, or at such othcr time as thc Mernber may detennine, to elect rnembers of the Board of
Dirpctols and offrcers of the Corporution, and to transact such other busincss as may come hefore
theneeting.

(b) SpSEeLIvtsetiIgC. Special meetings of tlre Mernbsr may be callcd by the

Chairperson of the Board of thc Corpor-ation, one-thild (1/3) of the mernbes of the Board of
Dilectors of the Corporntion or try one-third (l/3) of the n:.embens of the Boald of Directors of
the Member.

(c) Notigg_Sf.Meelgt6. Noticc of any meeting of the Member shall be given
by, or at the dilectiou ofl the Sectetary of thc Corporation at Ieast then {1 0) days prior to the day
narned for a meeting that will consider a firndarnental ihangc undcr Chaptcr 59 of the Nonprotit
Corporatiou Lnw ol iive ilays prior to the day named for the meeting in any other oase,

(d) Writtcn Conserd, Any action which nay bc taken at a mecting of thc
Mernber may be taken without a ureeting if a consent in wliting setting forth the action so taken
shall be sigued by the Menrber and fited with the Sccretary.

.)
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3.3 Porvers. The following rights alxlpr:wers are reserved to thc Mcrnbcr:

(a) Subject to the plovisions of Section 4.3 of these [3ylaws, to deternrine thc

numbq of directors that will comprise the lloartl of Ditcctors of the Corpotation and

those corporations and other entities over which the Corporation cxercisss govemance

control (the "subddigtigg");

(b) Subject to tho provisions of Sections 4,3 and 4.4 of these Bylaws, to olect

the directors of the Coryoration and the subsidiaries;

(c) To rernovc any of the directors of the Corpotation or the subsidiaries' ancl

to rcplace any srrch rcmoved direotol for the unexpired portiou of his or her tenn;

(d) To approve the election, re-election and removal of all officers, inclucling

the Chief Executive Offlrcer, of the Cor-poration and flre subsidiaries in accortlnnco with
Article V;

(e) To amend, revise or resiate the Corporation's or the subsidiaties' Alticlcs
of Incorporation and Bylnws;

(0 'to adopt ol change tho mission, purposc, philosophy or objectives of tlte
Corporation or the subsidiaries;

(g) To change tlte gcnelal stlucture of the Corporation or any of thc

subsidiaties as a voltntary, nonprofit cotporaliott;

(h) To (i) dissolve or liquidatc the Corporation or divide or conveft the

Corporation or thc subsidizuies, (ii) consolidate or merge the Cotporation or thc

subsidiaries wjth another corporation or entity, or (iii) sell or acquite assets, whelher in a
single hansaction ol ser{es of hansactions, where the consideratiott erceeds 1% of the

Corporation's and the subsidiaries' total assets, taken as a wholc;

(1) To approve the armual capital and opelating budgets of the Corporatiein

and the subsidiarics, and any anrendments thereto or significant variances therefr'om;

CI) To approve the incutence of clebt by the Corporation and the subsidiaries

or the making of capital expenditurcs by thc Corpomtion and tlrc subsidiarics duriug any

fiscal year., in either case in excess ofone quat.ter of 1% ofthe annual operating budget of
tfue Colporation or the subsidialies, taken as a whole" for such liscal yecu, if suclr debt or

capital expendiiuros orc not included in the Corpotation's ol subsidiaries' approvecl

budgets, whethet i1 a singlc traruaction or n series of related transactions;

(k) To approve any donation or any other transfer of the Corporatiott's or the

subsidiades' assets, taken as a whole, other than to the Member or to thc Corporation by

the subsidiarics, in excess of $10,000.00, unless specifically authorizcd in thc

Corpomtion's or the subsidiaties' approved budgets;

(i) lb select antl nppoint auditors ofthe Corporation ancl the subsidiarics;

a
-Jr

UPE-0020849



(rn) To approvc strategic plans and uission statements of the Corporation antl

the subsicliaLies;

(n) 'lb appr.ove investment policies of the Corporation and the subsicliaries;

(o) To approvc tlre closurc ol relocation of a licenssd hcalth catc facility of
the Corporation or the subsitliaries;

(p) To approve the fonnatiou of subsidiaty corporations, partncrships and

joint venturcs or to ma[<u irlestncrrts in existing subsidiaty corporatious, partneruhips

anct joint ventures, if the nelv investrnents of the Corporation and ttre subsidiaries in such

subsidiary corporations, pailnerships and joint ventures duting any fiscal year wottld, in
the aggrcgate, exceed 1% ofthe total assets oftho Corporation and the subsidiar:ies, taken

as a whole, at the end of the prior'fiscal year of the Coryoration;

(q) To approve thc dissolution of subsidiary corporations, patlnet'ships and

joint ventur.es of the Corporation and thc subsidiaries, if the aggtegats value ot' thc
-owpership 

interests of thc Corporation and the strbsidiaries in such subsidiary

coryorations, partnerships and joint ventulcs so dissolved in any fiscal yeat would cxcecd

l7o of the total assets of the Corporation and the subsicliaties, taken as a wlrole, at the crrd

of tlte prior fisoal yeat;

111 lb establish ancl maintain thc Corporation's program for complianue with

all legal requirements npplicable to the Cotporation and the subsidia:ies; and

(s) To give srrch othel approvals and take such other actions as are

specifically rsserved to members of Penusylvania nonprofit corporations under the

Nonprofit CorPo rati on Law.

Except as m&y otherwise he provided by the Nonprofit Corporation Law, the Member shall have

the right to both initiate ancl approve action in ftutherance of such reserved powers, as well as the

authoiity to directly bind thc Corporation and thc subsicliarics on such matters' Any action takcn

in this iegard by Membcr shall be sufficient to finally apptove and adupt suoh uctions and.rto

actiol of the Boeud of Directors or other goveming body or ofticer wiih rcspect [o such action

shall be necessaty with rcspect thereto'

ARTICLE IV

BOARD OFDIRECTORS

4.1 Powers and Dutics. Subjcct to Section 3.3, all powers of the Corpolation shall

be vestect fur thc lloarcl of Dircctors, which shall havc charge, control and management of the

pfoperfy, bnsiness, al'fnirs and funds of the Corpotation and shall have the power and authority to

fr**itn11 all necessary and appropliate firnctions not otherwise hconsistent with these Bylaws,

ihu Arti"les of hrcorporation or upplicable law, Subject to Section 3,3, and rvithout limiting the

generality of the forigoing aud except as otherwise may be provided in these Bylau's, thc Board

of Directors shall have ftll power and the duty:

-4-
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(a) To
Corporation;

(b) 'fo
govcrnanco of thc
and

set policies ancl plovide tbr cartying out thc purposcs of thc

make rules and regulations fbr its own goveuliulcc arnd lbr the

committees appointed by thc Board of l)ircctors as ptovided hcrcin;

(c) To adopt and amend from timc to thne such rules aud regrrlations for the
conduct of (he businoss of the Corporation as nray be appropriate or desirable.

4,2 Election of Directors. The Mcrnber shall elect all dilectors.

4.3 Numbery'Qualificntions.

(a) Composition. The lloard of Directo$ shall consist of such number of
p*sons as the Membel tnay determine, but in no casc less tban tluee (3).

(b) Certain Oualifications. No individuul nray be clected to the Board of
Dircctors unless the individual is eligible to serve on thc Board of Directors pursunnt to
applicable law, the Articlcs of Incorporation and thesc Bylaws. Each directot' shall be a natural
persor ofat least l8 years ofage.

(c) SEC Actions. Any pcrson who is, ot ever has bccn, subjcct to an order of
ar coru't ol the Securities and Exchange Commission prohibiting such penson fl'om acting as an

officer or dircctor of a public company shall not be eligible to serve as a director,

(d) Age Limitations. No person who is seventy-fivc (75) yeam of age or older
may be norninatcd or rc-nonrinated for elecfion or re-election as a dircctor. Arry dilcctor who
reaches the age of seveutpfive (75) shall no longer be qualified to serve as a director aJter the
next annual mccting of the Board of Dilectors.

4.4 Elcction and Term.

(a) TermgFDirectors. All directors shall serve for a terrr of tlueo (3) years or'

until their suesessors are elected and have qualified.

(b) ClciipqsAg. The Boald of Directors nray elect iom among thc dircctors
an individual to sewo as Chaiq:crson of thc Board. The Chairperson shall not be an e:nployco of
the Corporation. '[hc Chairperson shall preside at all mcelings of the Board of Directors and

shall perfonn all dutics incident to the officc of Chairperson of thc Board and such other duties
as may be prescribed by the Board of Directors,

(c) V*ic.e Qhairyerson. The Boaxl of Directors may elcct ii'orn among the
directors a Vice Chairperson of the Board. The Vicc Chairperson shall not be an employee of
the Corporation. The Vice Chairperson shall per'furm the duties of the offrce of Chaiqrcrson of
the Board in the absence of the Chairperson of the Board and suclr other dutics as rnay bo
prescribed by the Board of Directors.
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4.5 Vncaucies. Any vacancy irr the Boald of f)irectors caused by the dcath,
resigrntion ol removal of a direotor or a dircctor ceasing to qualify to serve as a director prior to
the expilation of that director's lclm be[ween annual meelings of the Mernber shall bt; filled by
an individual clcctcd by thc fulember. Thc dilcctot so elccted sltall servc the remaining
unexpiredterm ofthe director so replaccd.

4.6 Mcetings,

(u) .4'nnual,Megliugg. 'fhe auual organizational rnceting of the Board of
l)ircctols shall bc held on such other date as thc Boalcl of Directors tny detetnhe, nt such time
and place as shall be'determined by the Board of Directols, without further notice than tire
resolutiorr setting such date, timo ard place.

(b) Special Meetingq. Special meetings of the Board of Direotors rnay be
called at any time by the Chairperton of the Board, thc Chief Executive Offieer or one-third (ll3)
of the members of tlrc lloard of l)irectors, the date, time and place of each such meeting to bc
designated in the notice calling the rneeting. Notice of any special meeting of thc Board of
Directors shall be given at least forly-eight (48) hotus plior thercto and sliall state the general
nahrrc of the business to be transqctcel.

(o) Adjourllnenl. When a meeting of the Board of Directors is adjourned, it
shall not be necassary to give any notice of the adjoulncd meeting or the business to be
b'ansacted at the adjourned meeting other than by announcement nt the meeting at which suclr
adjournment is taken.

(d) Ouonrm. Direutors constituting n majority of the dilectors in office shall
constitutc a quorum for the tansaction of busiuess at any meetiug of the Bozud of Directors.

(e) Voting and Acti-on. Each director shall be entitled to one vote on any
rnatter subrnitted to a vote of the Board of Ditectors, and action by the Board of Directors on any
matter shall require the affirmativo voto of a pajority of thc directors in ofiice unless a greatcr
proportion of affiunative votes is required by applicable 1aw, the A{isles of lncorporatiou or
these Bylaws.

(D Utg of Conferesce Telep[slg. Except as the l3oard of Dilectors otherwise
rnay determine, one of more persous nray participate in a meeting of the Board of Directors or of
any comminee thercof by means of confcrence telephone or similar communicatioru equipment
by means of which all persons participating in thc mecting can heal and bc heard by each othcr.
Pafticipation in a rneeting in such rnanner shall constihrte presence in person at the meeting.

(g) Actioq_by Unanimoug Written Conss0J. Any action which may be taken
at a meeting of the Boald of l)ireqtors rnay be taken lvithout a ureeting if a consent or consenls in
writing sctting forth the actiorr so taken shall be signed by all ofthe directols in of{ice arrd fiied
with tho Sccretary.
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4.7 ltcsignntion/Removnl.

(n) Rpsigggllg!, r\ny director may resign his or her office at any tine, snch
resignation to be nade in writing aud to takc effect immediately or at sueh srtbseqr:ent time
stated in snch writing. Any director who ccases to meet the eligibility requircments oontained in
applicablc law or in these Bylaws to sewe as a director foflhwith shall resign his or hcr olfi.cc,
such rcsignation tc be mnde in uiting and to lake effect immediately.

(b) Removal. Any director rnay be rernovcd, with ot without cause, by thc
Mcmber.

4.8 Lirnitntion of Liabilify

(a) Lirnitation of Liability. To the fullest extent lhat the laws of thc
Commonwealth of Pennsylvania, as now in effcct or as hereafter amcnded, pennit elimiuation or
lirnitation of tho liability of dfu'ectors, no director of the Corporation shall be personally liablc fol
monetary demages as such for any action taken, or any failure to takc any action, as a djrcctot'.

(b) Naturp and Extent of Riglrts. The provisions of this Section 4.8 shall be
deemed to be a contract with each director of the Corporation who serves ui such at any titne
while this Section is in cffect antl cach such directot shall be deemed to be so serving in rcliancc
on the provisions of this Section. Any amendment or repeal of this Section or adoption of any
Bylaw or'provision of the Articles of the Corporation which has the sffcct of increasing director'
liability shall operatc prospectively only and shall not affect arry aclion taken, or ary firilurr: to
act, prior to tlrc adoptiou of such amendment, tepeal, Bylaw or provision.

4.9 Comp.eusation. The Boarrd of Directors may determine thc compensatiol of
directors for their services as dfuectors, merubers of committees of the Board of Dircclors or'

otherwise, and atso may cletermile the compcnsation of persons who are not dilectors wlro scrve
on any cornnrittecs established by the Boald ofDilectors; provided thnt $uoh cornpensrtion is
reasonab{e compensation within thc r:reaning of Seotion 4958 of thc Codc.

ARTICLEV

orncnRs

5.1 Officers; Election. The principal officels of the Corporation sball bc a Chief
Executive Officer, a Chief Financial Offrcer', a Treasurer and a Sccretarn cach of whom shall bs
elected by the Boarcl of Directors, subject to the approvnl of the Membet, and such other officem
as the Board of l)ircctors, subject to the apprnval of tho Member, ntay elect, which may include
one or more Prssidcnts, ons or more Bxecutive, Senior ot Corporate Vice Presidents, and one ot
more Assistant ll'reasulers or Assistant $ccrctaries. Each such officel shull hokl oflice feir u [etm
of one yeat (or such other t6rm as the Board of Ditectors shall defeuniue for any offi.ce from time
to time) and urtil his or her successor has becn selected and qualified or until his ot'hcr eatlicr
death, resignation or removal. Any number of offices riray be held by the salne person.
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5,2 Rusponsibilities of Officsls.

(a) Chict'E-xeguJivg_Qf[a9l. 'lhc Chicf tixecutive Ofticer shnll bo rcspr.rnsible

fol thc general and active rrranagcment of the business aud affairs of the Corporation and shall

exerciso general supervisiou arrd authoi'ity over all of ils agents arrd employecs ancl shall pcrfolm
all duties incident to the office of Chief Executive Officer and such other dudes as may bc
assigned by the Member or the lJoard of Dfuectors. The Chief Bxeoutivc Officer shall supcrvisc

the implenrentation of ail policies, orders arul resolutious of the Boarcl of Dilectors and shall

execute all contracLs and agreements authorized by tltc Boatd of Ditectots, cxcept that he ot' shc

mtry clelegate to othel ofiicers of the Corporation the pon'er to executc contracts in the ordinary
coursc of businsss ol as othurvise moy be authorized by thc Board of Ditectors.

(b) Presidentf.s). Ths Prcsidcnt(s) shall bc responsible for the ditect
adruinistration, supervision and cont-rol of such activities in the management of the Cotporation
as may be assigned by tlie Chicf Exesutive Officer or the Roard of Dirroctors,

(c) Chief Finanoial Of{iqer. 'Ihe Chief Financial Officer shall be responsible

for financial accounting and leporting tbr thc Corporation and such other duties as nray be

assigned by the Chief Executive Offiser or the Board nf Directo!'s,

(d) Vice Prcsidentq. Each Vicc Prcsident shall perform such duties as may be

assigned by the Chief Bxecutive Officer or the Board of Directors.

(e) Treasurer. The Treasurer shall, in accotdance with the policies of the

Board of Directors and undef the direction of the Chief Execufive OfEcer or the Chief Financial

Officer, have general charge ancl custody of and be responsible for all funds arrd srcur'itie.s of the

Corporation, and shalL mako such reports in such form ald mamer as tlrs Chlcf F-'xecutive

Offrcer, tlre Chief Financial Officu or the Boarcl of Directors may direct. The Treasuer shall
reccive and grve receipts for monies due and payablc to the Corporation and deposit suclt nonies
in thc namc of the Corporation in such banks, trust companies or othet depositories as may be
selccted in accordancc rvith the provisions of these Bylaws. The Treasutcr slrall kccp account of
such receipts and deposits and approvc cxpendiflires of the Corporation and shall petfoun all
duties incidetrt 1o the office of Treasuler and such other duties as may be *ssigned by the Chicf
Executivs OfTicer, the Chief Financial Officer or the Boatd of Ditectors.

(9 Sccretary. The Secrstary shall keep the minutes of the meetings of the

Board of Directors and its corumi:tees in one ot rnore books provided for lhat purposc, shall
nolify menrbers of the Board of Dircctors of thcir election, shall sce that all notices arc duly
given in accordance with the provisions of these Bylaws, sirall be custodian of the corporate

records and of the seal of the Corporation, and shall see that the seal of the Corporation is

affixcd, when necessary, to all instmments and documents the execrttion of which has been

authorized by the Board of Directors ol a sommittee thereof, shall lccep a recorcl of thc adclress of
each dircctor, and shall perfomr all dutics incident to tha office of Secretary and such other
duties as may be assigned by the Chief Executive Officer or thc Boat'd of Dircctors. In the
absence of the .secretary or in thc event of his or her inability to act, the Cbairperson of tho Board

of Directors shall appoint a.u irrdiviclual to discharge the duties of thc Sccrctary,

-B-

UPE-0020854



G) Assistant Sqcretalies and Assisbnt Treasutets. The Assistant Secretalics

and Assistant'lteasurers shall pettbnn such duties as may bc assigned by t"he Secretaty or tlte
Treasurer', r'especiively, or by the Chief Executive Officel or ths Chief l'inanoial Officer, as

appropliate, or the Board of Dircctor.s.

5.3 Removal of Officers. Any officer of the Ccuporation (including tlte Chief
Exscutive Offioer) may be removed, witlr or without cause, by the Board of l)irectotu, subject to

the approval of the Mcmber, without prejudice to such officer's co$tiactual riglits, if atry.

5,4 Bonds. 'l'he Board of Directols may rcquire any officet to give boncl ancl security
in such sum and with such suety or sureties as the Boatd of Directors may detennine.

ARTICLE VI

COIVIMT'TI'EES

6.1 Committecs.

(a) Starding Bqad Cugqiltees. 'the Boarrd of Directors may establish such

standing cortmittces as it dcems to be nesessary of desirablo (the "!IAndinC--&941'd
Committees'). Alt Standing Board Committecs shall bc cornprised solely of dilectors and shall

have chafters governing theil powers and duties, which charteru shall be approved by the Board
of Dir.ectors. Tho Boad sf Dilecto$ shall appoint thc ruembers and a chairpetson ald a vicc
chairpcmon of each Standing Bourd Committee.

(b) Special Conrmittees and Profl:am Cornnittees. The Board of Directors

may establish one or more special committees of directots ("Spssie!-eem!0i$c9!') to advise thc

Boand of Directors and to perfolm such otltet finctiom as the Board of Directors detetmines.

The Board of Ditectors may establish one or rnoto cornnittees, which may include ditectoru and

persons who arc not dircctors, to assist it with aspects of the Corporation's operations ("Progr.Aryt

Committees'). Subjcot to the provisions of these Bylaws, thc Board of Directorc ntay delegate

such authority to a Special Comrnittoe ol a Prugraur Committee as it deems to be appropriatc and

desirable and as is not prohibited by applicable law. The Board of Directors .shall establish thc

miltner.of selecting members, chairpersons and vice chairpersons, if *y, and the terms of office
of the members of each Spccial Conrnrittee and Program Comrnittee.

6,2 Terrrr, Except as othenvise provided in these Bylaws, each tnember of a Standir:g

Boarcl Commiifee shall continue as such until the next annual meeting of the Boad of Dilectors
or. until & successor has bcen appointed as provided hcrein, unless such pellson tesigns, is
removed or.otherwise ceases to seryo on such Standing Board Committee for any rsason,

6.3 Quonrm and Action. Except as otltetwise provided in fltese Bylaws ot the

chader of a conuuitteo approved by the Board of Directols, a rnajority of the metnbets

cornpri.sing any committee appointed by thc Board of Directors pusuant to thesc Bylaws shall

constitute a quomtn for the talsaction of business, and thc acts of a rnajority of comrnittes

members present at a meeting at which a quorum is ptesent slmll constitutc the acts of thc

comrnittce, unless a greater proportion is requiled by applicable law, the Articles of
Incorporation or thesc Bylaws.
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6.4 Action by Unanimous Written Conscnt. Except as otltetwise provided in these

Bylalvs or a eharter of a comirrittcc approvcd by thc lloatd of l)irestors, any action rvhich ntay be

ta-hcp at a meetiug of arry cornmittee appoiuted by the Iloatd of Ditectors pnrsuaut to thoss

Bylaws may be takeu tvithoui a mcetiug if a corsent ct conscnts in writing setting forth the

u.tiotr *o taken shall be signed by all of the membcrs of such comnrittee ancl f]lecl with thc

Secretary.

6,5 Removal. Any ruember of a Standing Board Commi{tee, Special Cornndttse or

Progren Cornmittee may be removed at any tirne, with or without causg by the Boarci of
Dilecton at any:cgular or special rnccting.

6.6 Vacancies. Any vacanoy in any Standing Board Corrnrittee, Special Comnittcs

or. Prcgram Committee caused by thc death, resignation ot temoval of a member of such

commiitec prior to the expiration of that mentbet's torm shall be filled by another pcrsoll

appoirrted by the Board of Direstors. The member so appointcd shall serve thc ternainitts

unexpiled term of the member so replaced.

6,7 tXxclusions fronr Commitfee Menrbership. Physicians who reccivc

cornpensation fl.oru the Corporation, whether directly ol indirectly, or as cmployees 
. 
or

independent conh.actors, are prccludecl fi'om membership on any commiltce whose jurisdiction

inclides compensation mattus. No physician, either iudividually or collectivcly, is prohibited

llor:r providing infbrmation to any committec regarding physician competxation'

ARTICLE VII

INDEMNIFICATION OI{' DIRECTOITS' OBF'ICERS AND OTHDRS

7,1 RJght to Intlemnificatiolr - Gensral, Any person w1to was or is a patty or is

tlu.eatened to be madc a party to any tlleatetted, pending ot complcted aetiou, sttit or ptoceecling,

whether civil, criminal, adrninistrntivc or investigativo ('"vhether brought by or in the namc of ths

Cotporation or otherwisc), by reason of the fact that he or .';he is or lvas a reprosentative of the

Corporation, or is or was serving at thc lequest of the Corporation as & reprcsentativc sf arrother

corpomtion, partnemhip, joint venture, trust or other enterprise, shall be inderrulified by the

Coiporation to the firllest extent now or hercatler pclmittecl by applicable law in connection wiih
sucf, action, suit or proceediug arising out ofsuoh pcrson's servioe to the Colporation ol to such

other corporation, padnership, joint venture, tlust or other entcrprise at tho Corporation's fequcst.

The term "representative," as used in this Article VII, shall mean any director', officet or

employee, inlluaing any employee who is a rnedical doctor, lawycr or other licensed

p1o-fessionat or any committee crealed by or pursuant to thesa Bylaws, and any othct pcrsonwho

ilray be determineti by the Boarcl of Directors to be a representative cntitled to thc bcnefits of this

Aaticle VIL

1.2 Right to Indemnification - 'I'hird Party Actiorrs. Without limiting the

generality of Section 7,1, any person who was or is a party ot'is lhleatened to bc made a party to

iny tbreatened, pending or completed action, suit ttr ploceediug, whethel civil, criminal,

administrative or-igvestigative (other than an action by or in tke right of the Corporation), by

reason of tfuc fact that lre or she is or was a represcntative of thc Cotporation, or is or wus serving
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at the request of thc Corporation as a leprcsentative of another cr,rrporatiott, paltrtership, joittt

vents{e, 1lrst or othcr enterprise, shall be indemnitied by the Corporation against expenscs

(includilg attorrreys' fi:es), judgruents, fincs and auronnts pakl in settlcmcnt actually and

r.easonably incuned by hinr or her in sorurection with such action, suit ol prooeeding if hc or sho

actecl in goocl faith nnd in a ruarulcr he or she reasonably bclicved to bc in, or not ollposed to, the

best irterssls of the Corporation, and, withrespect to any criminal action or proccedittg, ltad uo

rcasonablc can$e to believe his or her conduct was uulawful. The ternrination of any trction, suit

or prgcecdirg by judgment, order, setllement, conviction, or upon a plea of nolo contenderc ol its
equivalent, strati irot of itseif creatc a presumption that the peGon dkl not aod in good faith and in
a inar-er.which he or she reasonably believed to be in, or not opposcd to, the be$t interests of the

Corporation, and, with tcspect to any crirninal action or proccecling, had reasonable cause to

bclievc that lris or her conduct was unlawful.

7.3 Right to fndernnification - Ilerivntive Actions, Without limiting tbe generality

of Section 7,1, any person who was or is a party, ot' is tlueatened to be rnade a party to any

tfucatenetl, pcnding or cornpleted action, suit or proceeding by or in the right of thc Corporation

to procue a judgmcnt irr its favor by reason of the fact that he or .she is ol w85 a represetrtative of
thJ Corporation, or is or was sewing at the tequest of the Cotporatiorr as a reptesentative of
another corporation, partnership, joint venhrrc, trust or other enterpdse, shall be indcmnified by

tho Corpomiion against expcnscs (including attorneys' fces) actually and regsonably incuucd by

him or her in cogneotion wilh the defense or settlemant of such action, suit o{ proceeding if ho or

sbc aoted in good faith and in a manner he ol she reasonably believed to he in, ot not opposecl to,

the best intcrests of tlre Colporatioq exccpt, however, that indemnification shall not be rnads

under this Sectir:n 7.3 in rcspeet of alry claim, issue ot matter as to which such pemou has been

adjudgcd to be liable to fhe Corporation unless ancl only to the cxtent that thc Coud of Ccmmon

Pleas of tfue county in which thc registered office of thc Cotporation is located or the court in

which slch action, suit or proceeding was brouglrt detennines upon application that, despite tho

adjudicatiorr of liability but in vicw of all tlrc circumstances of the casc, such person is fairly and

reasonably entitled to indernnity fol such cxpenses that the Court of Comrnon Pleas or such other

court shall deem proper.

7.4 Adyanca of [xpe:rses, Unless in a particular case advancement of expcnscs

would jeopar<lize the Corporation's tax exempt status under Section 50i(a) of the Codo or result

i1 the Coiporation's failure to be described in Section 501(o)(3) of the Code, expenses (including

attorneys' fees) incuned by any replesentative of the Cotporation in defelding any aclion, suit or

proceeriing referrecl to in this Article VII shall be paid by the Corporation in advance of the fiual

disposition ofsuoh action, suit or proceeding upor rcceipt ofan undertaking by ol on bchalt'of
the representative to repay such amount if it is ultimately determined that he or she is not entitled

ro be indemnified by the Corporation as authorized in this Aficle VII or otherwise.

7.5 Procedurc for liffccting Indcmnification. Ihless ordered by a coufi, any

inclemlifioation 11del Section 7.1, Section 7.2 or Section 7.3 shall lle made by tlte Corporation

only as authbrized in the specific case uporl a determinatiou that inrlemniJication of the

reprcsentative is proper in the cilcumstance.s because he or she has met thc applicable standarct of
conduct sct forth in such subsections. Such deterrnination shall be nado:
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(a) By the Board of Directors by a tnajority of a quotum consistirrg of
dircctors who wcre not parties to such action, suit or pt'occeding; or

(b) tf such a quorum is not obtainable, or if obtainable and a majority vote of
a quoruul of disintercsted dircctors so clirects, by independent legal counsel in a witten
r:pinion.

7,6 luderurification Not filxclusivc. The indemnilication and advanocment of
cxpenscs provided by or granted prusuant to this Articlc VII shall not bc deemed exclusive of
any other rights to which a pcrson secking in<lcmnificstiou <lt advn:tcement of expensos rnay be

entitled under any other prnvision of these Bylaws, agtccment, voto of tlisintore.sted ditccton or
otherwise, both as to astion iu his or hcr official capacity and as to aetion in atrother capacity

while holding such office shall continue as to a pe$on who has ceased to be a representative of
the Corporation and shall inure to thc bencfit of llre heirs and personal reprcsentatives of such
person.

7!l When Inrlemnification Not Made. Indernnification prusuant to this Arlicle VII
shall not bc made in any case wherc (a) the act or failure to act giving rise to the clairn for
indemnification is determincd by & courl to have constituted wiltful misconduct or recklessness

or (b) indernnification would jeopardize the Corporation's fax exempt status under Section

501(a) of the Codo or result in the Co4:oration's fhilulc to be described in Section 501(c)(3) of
the Code.

7.8 Grounds for Indenrnification. Indernnification pursuant to this Article VlI,
undcr any olher provision of thcse Rylaws, agleenrent, vote of directors or otJterwise may be

gmntcd for any actioa taken or any fnilure to takc any action and may be nrade whether or not
the Corporation would have the power to indemnify the lrerson urder any plovision of law
except as otherwise provided in this Article VII and whether or not the iudemnified liabilil.y
arises or arose l}om auy tlueater:ed, pending or: completed action by or in the right of the

Corporation. The provisions of tbis Article VII shall be applicablc to all aclions, suits or
proceedings within the scope of Section 7,1, Section 7,2 or Section 7.3, whcthcr commcnccd

before ot after the adoption hereof, whether arising from acts or omissions occurring befote or
after the adoption heteof.

7.9 Powcr to Purchnsa Insurance. The Corporntion may putchase and maintain
insulauce orr bchalf of any person who is 01' wus a rcptesentative of the Corporation or is or was

serving at the rccluest of ihs Corporation as a representative of attother corpomtion, pailnelship,
joint venhue, hust or other enterprise agairxt any liability assortecl against hirn ot hcr and

incurred by him or her in arry such capacity, or arising out ofhis or hcr status as such, whelhcr or
not the Corporation would have the power to indemuify him or her against such liability undcr
thc provisions of this Arliula VII.

7.10 Crention of a llund to Securc or' lnsure Indemnification, 'lhe Corporation
may create a fmd of any natnl'e, which man but need not bc, under the control of a ttustee, or
otherwise secutc sr insule in any rnanner its indernnification obligations, whether arising rurder

or pursuant to this Articlc VII or olhuwise.
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7.11 Status of Rights of Intlcmnities. thc riglrts to iudernnification and advancetnent

of expenses provided by or granted pulsuant to this Arlicle VII shall (a) bo deenred to create
contractual rights in favor of each person who seles as a representative of the Corpuration at

any time r,vhile this Article is in effcct (and each such person shall bc deerncd to bo so serving in
reliance ou lhc provisions oflhis Article), and (b) continue as to a person who has ceascd to be a

reprcsentativc of thc Corporation.

7,12 Applicability to Predecessor Companies. For purposes of this Article VII,
rctbrences to tho "Corporation" iucltrdes all coustituent cotporations or other entities which shall
havc become a part of thc Corporation by consolidation or melgcr or other similar transaction
and their.rcspcctive curlent and folmer aftiliatcs, and references to "tcptcsentalives" shall
inslude rnembets of any such corporation, entity or affiliatg so that any person who was a

member, director, of{icer, employec, agent or other reprcscntative of such a corporation, cntity or
affiliate or servcd as a mernber, directo4 officer, employee, agent or other represeutative of
another corporatioll, partnetship, joint venhuc, hust or other entetprise at the request of any sucl:

co4roration, entity ol affiliatc shall stand in the samc position under thc ptovisions of this Article
VII with respect to the Corporation as he or she would if he or shc had served thc Corporatiou in
the same capacity. Without limitation of the foregoing, each ruetnbcr, direotor, oflicer and

employec of cach predecessou to the Corporation shall havc the same contract rights as arc

afforded to directors, officers and employess of the Corporation pumuaut to Section 7.1 1.

ARTICLM VilI
coNTRAqrs. LoANs. CHECI(S AND DDPOSTTS

8.1 Contracts. Subject to Section 3.3, tITe Board of Dircctors may autholizr any
oflicer or officers or agent or agents to sntsl into any contract or execute or cleliver any
agreement or instrument in thc name of and on behalf of the Cotporation, and such authorily may
be genernl or confined to specific instances.

8.2 Loarrs. Subjcct to Sectiou 3,3O, the Board of Directors may authorizc thc
bou'owing by the Corporation of such sum or sums of money as tbe lJoarcl of Dircctom may
deem advjsable, and to mortgago or plerlge any or all of the leal or personal prope*y and any or

all of the other available assets of the Corpomtiorr in ordct to secure the paynent of the principal
arnount of any such borr:owing and the interest thereon and any and all such other amounts as

may becomc dne on account thereof.

8,3 Checks. All checks, drafts or other orders for the payment of tnrrney, notos or
other evidenco of inrlobtedness shall be issued in the name of tlre Cotporatiou and shall bc signed

by such officel or officers or agent or agents of the Cot'potatlon and in such manner as ftom time
to timc shall bc detennined by the Board of Direotors.

8.4 Deposits. All funds of the Corporation shall be deposited to thc credit of thc
Corporation in srrqh banks, t{ust conpanics or other depositories as the Board of Directols may
spprove.
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ARTICLE IX

NOTICE A]VD CONpUCT O.B'.M!1. BTINGS

9.1 Written Noticc. Except as othcrwise Frovided in thcse Bylarvs, whenever wrjtten
notir:e is requircd 1o bc given by any pai'son under the provisions of any statute or these Bylaws,
it nray bc given by sending a copy thercof tluough the mail or ovemight delivcry or by hand
delivery, in each case with cl:arges prepaid, or by facsirnile transurission confu'med by onc of the
foregoirrg methods, to thc individual's acldrass appearing on thc books of the Corpolation or
supplied by the individual to the Corporation fol the purpose of notice.

9,2 Wriften Waiver of Noticc. Whencvet any written notice is required as set fodh
in these Bylaws, a lvaiver thereof in writing signed by the pclson or per'sol]$ errtitled to srich
rrotice, whethcr bcforc or after thc time stated tlrcrein, shall be deerned equivalent to the giving of
such notice.

9.3 Waiver of Notice by Attendanco. Attendance of a pcrson in pelsou at any
meeting shall constitute a waiver of notioe of such mecting except when a perBon attcnds thc
mccting for thc express pur?osc of objccting to the transaction of any business because the
meeting has not been latvftlly called or convened.

9.4 Proccdurc. All rneetings of the lloard of Directors and the oomnrittces thercof
shall be conducterl in an orderly manner with a view to affording full and fair discussion of the
mafters properly before such meetings.

AITTICLEX

IUISqDLLANnOUS

10.1 No Contract Rights. Except as specifically set forth in Sections 4.2,4.4(b),4.5,
4.7(b), 4.8 and 7.1 l, no provision of these Bylaws shall vcst any properly or contract right in any
persoD.

10.2 Corpornte SeaL The Board of Dilectors shall prescribe the fotn of a suitable
corporate seal, which shall contain tlre full name of the Corporation and the year and state of
incorporation.

10.3 ['iscnl Yenr, '[he fiscal year of thc Corporation shall end on such day as shall be
fixed by the Board of Directors.

ARI'ICLN )il
AMoN.p&!gNrs

11.1 Amendurents. Tlrese Bylaws nray be altered, amended or repealed, or new
Bylaws may be adopted, ouly by tho Menrber'.
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AR'I'ICL& XII

coNs'Lrc'l's oF TNTER$[{

12.1 Disclosurc. ln eonnccliou witlr uuy actual or possible confliet of intcrest, an

intcrcsted pc$on must disclosc, thc cxistence and natnle of his or her finanoial intsrest to the
Board of Directors and any relevant committee members. For' this putposc, an intercstcd persorl

shall iuslude any dilector, officer, or membet of a committee of the Corporation or an entity
afiiliated with tlre Corpomtion who has a direct or indirect financial interest in a proposed
transaction. A finaneial intercst shall include: (a) an orvnership or investment intercst in any
enlity with rvhich thc Corporation has a proposed transaction ox arrangernent; (b) a compcnsation
auangement with the Corporation ol with any entity or individual rvith which the Corporation
has a proposed transaction or arrangementl and (c) a potential ownership or investunent interest
iu, or compenszrtion an'angcment with, any entity or individual with which the Corporation is
negotiatirrg a tmnsaction or arrangenent. If a person is an interested person with respect to any
eutity in the hcalth care system of which the Corporation is a pafi, he or she is an intcrcsted

Ferson with respcct to all cntities in the hcalth care system.

12.2 Recusnl and Invcstigation. After disclosurc of the financial interest, the
interested per'son shall leave the Boa:d of Dilectors or comrnittcc meeting whilc the financial
interest is diseussed and votecl upon. The remqining dilectors or committee membsrs shall
decide if a conflict of intcrest exists, If a conflict of iuterest exists, the following proccdures

sball be fbllowed: (a) thc Chiof Executive Officer shall, if appropriate, appaint a disinterestcd
persorr or committec to investigate alternafives to the pr,oposed nansaction or arrangeme*; (b)
after exerpising due diligence, the Board of Directors or committee shall determine whether thc
Corporation could obtain a lnorc advantageous transaction or an'angement with reasonable
effo$s fronr a person or entity that would not give dse to a conflict of interest; and (c) if a mote
advautageous transaction ol arrqngement is not rcasonably attainebie, the Board of Directors or
committee shall determine by a majority vote of the disinterestecl directors whethel the
bansaction ol arrftrgcment is in the Corporation's best interests and for its own benefit untl
whether thc transactiou is fair and teasonable to the Coqporation aud shall deoide as to whe"ther to
entel into lhe ftansaction or aruangcment in conformity with such determination.

12.3 Failure to Disclose. If a director or comrnittee mentber has reasonable cause to
believe that an interested person has failed to disclose acfual or possible conflicts of intcrcst, he
shall inform thc interested person of the bnsis of sush belief and afford the interested p€rson all
opportunity to explain the alleged failure to disclose, If, after hearing tho response of the
mcmber aud making such finther invesligatiou tts may be wananted ir ths circumstanccs, the
Boarci of Directors or committee determines that thc interestecl person has in fact failecl to
disclose an actual or po.s.sible conflist of intelest the Board of .Directors slrall take appropriate,-
stsps to protect thc Corporation.

12.4 Record of Actions, The rninutes of the Board of Dilcetors ancl ail rclcvant
comrnittees shall contain thc following: (a) the namcs of persons who clisclosed or other"wise

were found to have a financial intcrest in comection with an actual ol possiblc conflict of
interest, the naturc of the finarrcial interest, ury aotior taken to detennine wltelher a conllict of

$if 
'L-'
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intcrest w?s present, zurd the Board of Directors' or cornnriltee's decision as to whether a conllict
of intelest in frct existed; and (b) the narncs of the pelsons wlto were present fot discttssions atrd

votes rclatiug to the tlansaction ol arratlgsmcut, tho contcnt of the disctrssion, including auy

alternatives to the propased trtnsaction or a1r'angeulent, attd a rccord of any votes ttken ilr
conncction thcrcwith.

I2.5 Conrpensation. Special prccedures shall be in effect with rcspect to
compensatiou issues. A voting ruernber o{' the Boatd of Directors or any committee whose
julisdiction includes compensation matters ald who teceivss compensatiott, directly or

irrdirectly, frorn the Corporation for seryioes is precludecl frorn voting ott tnatters pertainirrg to

that member's compensation. Physicians who receivc compeusation from thc Corporatiou,

whethel rlirectly or indircctly or as employees or independent contrastors, atc precluded frorn

mcmbership on any committee lvhose jurisclictiorr includes compeirsation maitels, No physician,

either individually or collectively, is prohibited from providing infolmation to any committec

regalding physicia:r compensation,

12.6 Annunl Statemeuts. Eacli interested person slrall annually sign a statement that

affirms that such porson (a) has received a copy of the conflicts of interest policy, (b) has read

and understands the policy, (c) has agreeel to cornply with the polioy, and (cl) undetstands that the

Corporation is u charitable orgarrization aud that in order to maintain its federal ta,r exeinption it
must cngage primarily in activities tlrat accomplish one orrnots of its tax-exempt purposcs. l'his
policy shall bc reviewed annually for the information and guidance of membes of the lloard of
Directors, and any new member shall be advissd of the polioy upon entering on the duties of his
office. Ip additiou, the Corporation shall conduct periodic reviews of its activities, includirg any

hansactions or arrflngernents with interestcd persons, to ersute thal its activities in thc aggregate

promote and furthcr the Corporution's exempt chalitablg scieutific, and educational purposes.
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ARTICLE I

NAME AND PURPOSES

1.l Name. Thc narne of the co{poration is fl>rovider Subsidiary Enlityl (the

"Corporation"). The Corporation may do business under such other names as may be

determined by the Board of Directors.

1.2 Purpose. The Corporation is organized under the Pennsylvania Nonprofit
CorporationLaw(the..N@')forscientilic,educatiorralatrdcharitable
purposes rvithin the meaning of Section 501(cX3) of the Intenral Revenue Code of 1986. as

aminded (the "Code"). and to promote, support, and further the scientillc, educational and

charitable purposes and interests of West Penn Allegheny l{ealth System, Inc. ("WPA}|S"),

Canonsburg General Hospital, Alle-Kiski Medical Center, Jeftbrson Regional Medical Cenler,

and [Saint Vincent Health Center], organizations exempt from taxation under Section 501(cX3)

of tfri Code and classified as other than private foundations under Section 509(aXl) or 509(aX2)

of the Code, and affilialed exempt entilies, the purposes of which are consistcnt with thosc of the

Corporation (collectively, the "Hospitals"). In this capacity the Corporation is further organized:

(a) 'Io establish, maintain, sponsor. and promote activities relating to thc

improvement of human health and the provision of care to the sick, injured or disablcd;

(b) To establish, maintain, sponsor and promote education and research

programs relating to the promotion of health and the provision of care to the sick, injured

or disabled;

(c) To coordinate, sponsor, promote and advance programs and activities

designed and carricd on to improve the physical, psychological, and ernotional health and

welfare of persons tiving in and around the tenitory which it serves;

(d) To evaluate, develop and implcment long-range health care objectives,

strategies, plans and altemative health care delivery systems, in furthcrance of the

ptnpoies ofthe Corporation and the purposes of those nonprofit health care organizations

which the Corporation was organized to support;

(e) To develop, organize, promote and conduct fund raising activities to

further the charitable purposes and interests of the Corporation, as well as those of the

nonprofit health care organizations rvhich the Corporation was organized to support;

(t) To carry out such other acts and to undertake such other activities as may

be necessary, appropriate or desirable in furtherzutce of or in connection rvith the conduct,

prornotion or uitiinment of the foregoing purposes, providcd, that none of such activities

strall bc undertaken which would cause the Corporation to lose its status as an

organization described in Section 501(cX3) of the Code, or as an organization

contributions to which are deductible under Section 170(c)(2) of the Code; and

(g) To othenvise operate exclusively for charitable, scientific or educational

purposes rvithin the meaning of Section 501(cX3) of lhe Code'
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ARTICLE II
OFFICES

2.1 Registered Office. The registered officc of the Corporation shall at all timcs be

within the Commonwealth of Pennsylvania at such address as may be established by the Board

of Directors.

2.2 Business Offices. The Corporation may have business offices at such places

permitted by law as the business of the Corporation rnay require.

ARTICLE III
MEMBERS

3.1 Membership. The Corporation shall have one (1) member, which shall be lName
of rJhirnate Parent EnfiryJ (the "Member"). fhere shall be no other members or classes of
membership. The Chief Executive Officer or the President of the Member shall be cntitled to

vote on behalf of the lvtember in accordance with the authority granted to the Chief llxecutive

Officer or the President of the Mernber Luress the Member notifies the Corporation in writing

that another ofiicer is authorized to vote on behalf of the Member.

3.2 Meetings.

(a) Annual Meering. The annual meeting of the Member of the Corporation

shall be held imrnediately following the annual meeting of the Board of Directors of the

Member, or at such other time as the Member may determine, to elect members of the Board of
Directors and aft-rcers of the Corporation, and to transact such other business as may come before

the meeting.

(b) Special Meetings. Special meetings of the Member may be called by the

Chairperson of the Board of the Carporation, one-third (1/3) of the members of thc Board of
Directors of the Corporation or by one-third (l/3) of the members of the Board of Directors of
the Member,

(c) Noticc of Meetines. Notice of any meeting of the Member shall be given

by, or at the direction of the Secretary of the Corporation at least then (10) days prior to the day

named for a meeting that will consider a fundamental change under Chapter 59 of thc Nonprofit

Corporation Law or five days prior to the day named for the meeting in any othcr case.

(d) Wri:ten Consent. Any action which may be taken at a rneeting of the

Member may be taken without a meeting if a consent in writing setting fbrth the action so taken

shall be signed by the Member and filed r'vith the Secretary.

3.3 Porvers. The following rights and powers are reserved to the Member:

{a) Subjcct to rhe provisions of Section [a.3] of these Bylaws, to determinc

the number of directors that will comprise the Board of Directors of the Corporation and
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those corporations and other entiiies over which the Corporation cxcrciscs govemancc

control (the "subsidiaries");

(b) Subject to the provisions of Sections 14.?, 4.3, 4.4, and 4,51 of these

Bylarvs and with respect to WPAHS, Sections [4,2 and 4.5] of the Bylaws of WPAHS, to
elect the directors of the Corporation and the subsidiaries;

(c) Subject to Section [4.2. and 4.7(b)] of these Bylaws and with respect to
WPAI-[S, Sections 14.2, 4.5 and a.7(b)l of &e Bylaws of WPAHS, to remove any of the

directors of the Corporation or the subsidiaries, and to replace any such removcd director
for the unexpired portion of his or her term;

(d) To approve the election, re-election and removal of all officers. including
the Chief Executive Ofhcer, of the Corporation and the subsidiaries in accordance with
Article V;

(e) Subject to, with respect to WPAHS, Section [7.](a)] of the Afflliation
Agreement, dated as of [ 1,2011. among Ultimate Parent. the Corporation, I{ighmark
Inc., WPAIIS, Canonsburg General Hospital, Alle-Kiski Medical Center and thc other
WPAHS Subsidiaries as detined therein (the "Affiliation Ag{pement")" to amcnd, revise

or restate the Corporation's or the subsidiaries' Articles of Incorporation and Bylaws;

(f) Subject to Section [7.5(i)] of the Aft-rliation Agreement to adopt or change

the nrission, purpose, philosophy or objectives of the Corporation or the subsidiaries;

(g) Subject to Sections [7.5(i) and 7.6] of the Affiliation Agreement, to

change the general structure of the Corporation or any of the subsidiaries as a voluntary,

nonprofit corporation;

(h) Subject to Sections [7.5(i) and 7.6] of the Affiliation Agreement, to (i)
dissolve or liquidate the Corporation or divide or conved the Corporation or the

subsidiaries, (ii) consolidate or merge the Corporation or the subsidiaries with another

corporation or entity, or (iii) sell or acquire assets, whether in a single transaction or
series of transactions, whele the consideration exceeds lo/o of the Corporation's and thc

subsidiaries total assets. taken as a whole;

(i) To approve the annual capital and operating budgets of the Corporation

and the subsidiaries, and any amendments thereto or significant variances thereftom;

0) Subject to Section [7.6] of the Affiliation Agrcement, to approve the

incurrence of debt by the Corporalion and thc subsidiaries or the making of capital

expenditures by the Corporation and the subsidiaries during any fiscal year, in either case

in excess of one quarter of lo/o of the annual operating budget of the Corporation and the

subsidiaries. takcn as a whole, lor such fiscal year, if such debt or capital expenditures are

not includcd in the Co:poration's or subsidiaries' approved budgets, whether in a single

transaction or a serics ofrelated transactions:
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(k) To approve any donation or any other transf'er of the Corporation's or the
subsidiaries' assets, taken as a rvhole, other than to the Member or to the Corporation by
the subsidiaries, in excess of $10,000.00, unless specifically authorized in the
Corporation's or the subsidiaries' approved budgets:

(l) 'Io sclcct and appoint auditors of the Corporation and thc subsidiarics;

(m) Subject to Section [7.5(i)] of the Affiliation Agreement, to approve
strategic plans and mission statements of the Corporation and the subsidiaries;

(n) To approve investment policies of the Corporation and the subsidiaries;

(o) 'Io approvc the closure or relocation of a licensed health care facility of
the Corporation or the subsidiaries;

(p) Subject to Section I7.5(i) and 7.6)l of the Affiliation Agreement, to
approve the formation of subsidiary corporations, partnerships and joint ventures or to
make investments in existing subsidiary corporations, partnerships and joint ventures, if
the new investments of the Corporation and the subsidiaries in such subsidiary
corporations, partnerships and joint ventures during any tiscal year rvould, in the
aggregate, cxceed lYo of the total assets of thc Corporalion and the subsidiaries, takcn as

a whole, at the end of the prior fiscal year of the Corporation;

(q) Subject to Section [7.5(i) and 7.6)] of the Affiliation Agrecment, to
approve the dissolution of subsidiary corporations, partnerships and joint ventures of the
Corporation and the subsidiaries, if the aggregate value of the ownership interests of the
Corporation and the subsidiaries in such subsidiary corporations, partnerships and joint
ventures so dissolved in any fiscal year would exceed 1% of the total assets of the
Corporation and the subsidiaries, taken as a whole, at the end of the prior fiscal year:

(r) To establish and maintain the Corporation's program for compliance with
all legal requirements applicable to the Corporation and the subsidiaries; and

(s) To give such other approvals and take such other actions as are

specifically reserved to members of Pennsylvania nonprofit corporations undcr thc
Nonprofit Corporation Law.

Except as may otherwise be provided by the Nonprofit Corporation Law, the Member shall have
the right to both initiate and approve action in furtherance of such reserved powers, as well as the
authority to directly bind the Corporation and the subsidiaries on such matters. Any action taken
in this regard by Mernber shall be sufficient to finally approve and adopt such actions and no
action of the Board of Directors or other governing body or officcr with respect to such action
shall be necessary with respect thereto.
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ARTICLE IV

BOARD OF DIRECTORS

{.1 Porvers and l}uties. Subject to Section 3.3 ol' these Bylalvs, all porvers of the
Corporation shall. bc vested in the Board of Directors, which shall havc charge. control and
management of the property, business, affairs and funds of the Corporation and shall havc the
power and authority to perfonn all necessary and appropriate lunctions not otherwisc
inconsistent with these Bylaws, the Articles of Incorporation or applicable law. Subject to
Section 3.3 of these Bylaws, and without limiting the generality of the foregoing and except as
otherwise may be provided in these Bylarvs, the Board of Directors shall have full porver and the
duty:

(a) To set policies and provide fbr carrying out the purposes of thc
Corporation;

(b) To make rules and regulations for its own governance and for the
govemance of the committees appointed by the Board of f)irectors as provided herein;
and

(c) To adopt and amend from time to time such rules and regulations for the
conduct of the business of thc Corporation as may be appropriate or desirable.

4.2 Election of Directors. Subject to the limitations set forth in this Section 4.2 of
these Bylaws. the Member shall elect all directors; provided, that

(a) On the effective date of these Bylaws, after consultation with WPAHS, the
Member shall elect one director designated by WPAIIS (the "WPAH$-Ditec!g"); and

(b) prior to linsert dale that is four years after Closingl, any vacancy in the
Board of Directors caused by the death, resignation or removal of the WPAFIS Director
or by the expiration of the term of the WPAHS Director shall be filled by the Member
from nomines(s) identified by the WPAHS Representatives [and thc Selt'-Perpctuating
DirectorsJ (as defined in the Bylarvs of WPAHS).

4.3 Number/Qualifications.

(a) Composition. The Board of Directors shall consist of such number of
persons as the Member may determine, but in no case less than three (3).

(b) Certain Oualitications. No individual rnay be elected to the Board of
Directors unless the individual is eligible to serve on the Board of Directors pursuant to
applicable law, the Articles of Incorporation and these Bylarvs. Each director shall be a natural
person ofat least l8 years ofage.

(c) Independence. At least a majority of the directors shall be persons whonr
the Board of Directors has detennined are "independent dircctors" within thc nreaning of such
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term as delined by the Internal Revenue Scrvice tbr cxempt organizations under
Section 501(cX3) of the Code, and as such. are broadly representative of the com:nunity.

(d) Common Directors With Hospitals. The members of the Board of
Directors must inch"rde at least one person rvho is also serving as a member of the board of
directors of each Hospital. The same member of the Board of Dircctors nccd not be scrving on
all such Hospital boards.

(e) SEC Actions. Any person who is. or ever has been, subject 1o an order of
a court or the Securities and Exchange Commission prohibiting such person trom acting as an
of{icer or director of a public company shall not be eligible to serve as a dire ctor.

(0 Aee Limitations. No person who is seventy-five (75) years of age or older
may be nominated or re-nominated for election or re-election as a director. Any director rvho
reaches the age of seventy-t'ive (75) shall no longer be qualified to serve as a director aller the
next annual meeting of the Board of Directors.

1.4 Election and Term.

(a) Teru of Direqtors. The initial Board of Directors clectcd by the
Incorporator of the Corporation shall be divided, as evenly as practicable, into tluee classes and
shall serve staggcred terms. Allocation of initial terms among directors tbr one, two or
tkee-year terms shall be made by the Incorporator. At the end of their respective initial terms,
all directors shall serve for terms of three (3) years or until their succcssors arc elected and have
qualified. If the term of the V/PAHS Director expires prior to [fotu" years after the ('losing],the
IV{ember shall re-elect such WPAHS Director tbr such additional term as may be necessary to
assure that such WPAHS Representative serves on the Board of Directors until at least [/bar
years after the Closing).

(b) Chairperson. The Board of Directors slrall elect from among thc directors
an individual to serve as Chairperson of the Board. The Chairperson shall not be an ernployee of
the Corporation. The Chairpcrson shall preside at all meetings of the Board of Directors and
shall perform all duties incident to the office of Chairperson of the Board and such other duties
as may be prescribed by the Board of Directors.

(c) Vice Chairperson. I he Eloard of Directors may elect from among thc
directors a Vice Chairperson of the Board. The Vice Chairperson shall not be an employee of
the Corporation. The Vice Chairperson shall perform the duties of the office of Chairperson of
the Board in the absence of the Chairperson of the Board and such other duties as may be
prescribed by the Board of Directors.

4.5 Vacancies. Any vacancy in the Board of Directors caused by the death,
resignation or removal of a director or a director ceasing to qualify to serve as a director prior to
the expiration of that director's term bctrveen annual meetings of the Member shall bc tilled by
an individual elected by the Member in accordance with the provisions of Section 4.2{b) of these

Bylaws. including the provisions with respect to the WPAIIS Director if there is a vacancy in
such position. The director so elected shall serve the remaining unexpired tcrm of thc director so

replaced.
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4.6 Meetings.

(a) Annual Meetings. The annual organizational meeting of the Boarcl ot
Directors shall bc held on such other date as the Board of Directors may determinc, at such timc
and place as shall be determined by the Board of Directors, without further noticc than the
resolution setting such date, time and place.

(b) Regular Meetings. Regular meetings of the Board of Directors shall be
held not less than four (4) times a year, each at such date, time and place as shall be detcrmined
by the Board of Directors, without further notice than the resolution setting such date, time and
place.

(c) Special Meetinqs. Special meetings of the Board of Directors may be
called at any time by the Chairperson of the Board, the Chief Executive Olficer or one-third (l/3)
of the members of the Board of Directors, the date, time and place of each such meeting to be
designated in the notice calling the meeting. Notice of any special mecting of the Board of
Directors shall be given at least forty-eight (48) hours prior thereto and shall state the general
nature ofthe business to be transacted.

(d) Adiournment. When a meeting of the Board of Directors is adjourncd, it
shall not be necessary to give any notice of the adjourned meeting or the business to be
transacted at the adjoumed meeting other than by announcement at the meeting at which such
adjournment is taken,

(e) Quorum. Directors constituting a majority of the directors in olfice shall
constitute a quorum fbr the transaction of business at any meeting of the Board of Directors.

(0 Voting and Action. Each director shall be entitled to one vote on any
matter submitted to a vote of the Board of Directors, and action by the Board of Directors on any
matter shall require the aflirmative vote of a majority of the directors in office unless a greater
proportion of a{firmative votes is lequired by applicable law, the Articles of Incorporation or
these Bylaws.

(g) Use of Contbrence Telephone. Except as the Board of Directors otherwise
may determine, one or more persons may participate in a meeting of the Soard of Directors or of
any committee thereof by means of conference telephone or similar communications equipment
by means of which all persons participating in the meeting can hear and be heard by each other.
Participation in a meeting irr such manner shall constitute presence in person at lhe meeting.

(h) Action by Unanimous Written Consent. Any action which may be takcn
at a meeting of the Board of Directors may be taken without a meeting if a conscnt or consents in
writing setting forth lhe action so taken shall be signed by all of the directors in otlice and filed
with the Secretary.

4.7 Resignation/Removal.

(a) Resignation. Any director may resign his or her office at any time, such
resignation to be made in lwiting and to take effbct immcdiately or at such subsequent tirne
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stated in such writing. Any director who ceases to meet the cligibility requirements contained in
applicable law or in these Bylaws to serve as a director forthrvith shall resign his or her officc,
such resignation to be rnade in writing and to take effect immediately.

(b) Removal. Any director may be removed, with or rvithout cause, by thc
Membcr; orovided, that prior to linsert date that is four years after C'losingl. the Mernber may
remove the WPAHS Director only for "cause" unless a majority of the fotherJ WPAl"lS
Representatives (as defined in the Byla*'s of WPAI'IS) has consented to the removal. For this
purpose "cause" shall mean:

(i) the director is declared of unsound mind by an order of court;

{ii) the director is indicted for, or convicted of, or enters a plea of guilty cr
nolo contendere to, a fblony;

(iii) the director engages in fraudulent or dishonest acts or in any act of moral
turpitude;

(iv) the director engages in gross abuse of authority or discretion with respect

to the Corporation;

(v) the director violates the Corporation's fCode of Conduct Policyl;

(vi) the director fails to attend [bur] consecutive meetings of the Board of
Directors;

(vii) the director engages in other conduct that is detrimental to the best

interests of the Corporation or its reputation; or

(viii) the director has breached such director's duties under Section 5712 ol'the
Nonprofi t Corporation Law.

,t.8 Limitation of Liability

(a) Limitation of Liability. To the fullest extent that the laws of thc

Commonwealth of Pennsylvania, as now in effect or as hereafter amcnded, permit elimination or
limitation of the liability of directors, no director of the Corporation shall be personally liable for
monetary damages as such for any action taken, or any failure to take any action, as a director.

(b) Nature and Extent of Rights. The provisions of this Section 4.8 shall be

deemed to be a contract rvith each director of the Corporation who serves as such at any timc
while this Section is in effect and each such director shall be deemed to bc so serving in reliance
on the provisions of this Section. Any amendment or repeal of this Section or adoption of any

Bylaw or provision of the Articles of the Corporation which has the effect of increasing dircctor
liability shall operate prospectively only and shall not aftbct any action taken, or any lailure to
act, prior to the adoption of such amendment, repealn Bylaw or provision.
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4.9 Compcnsation. The Board of Directors may determinc the compcnsation of
directors for their services as dircctors, membcrs of committecs of the Board of Directors or
otherwise, and also may determine thc compensation of persons who are not dircctors who serve

on any committees eslablished by the Board of Directors; @vided that such compcnsation is

reasonable ccmpensation u'ithin the rneaning of Section 4958 of the Codc.

ARTTCLE V

OFFICORS

5.1 Officers; Election. "['he principal officers of the Corporation shall be a Chief
Executive Offrcer, a Chief Financial Officer, a 'freasurer and a Secretary, each of whom shall be

elected by the Board of Directors, subject to the approval of the Member, and such other officers
as the Board of Directors, subject to the approval of the Member, may elect, which may include
one or more Presidents, one or more Executive, Senior or Corporate Vice Presidents, and one or
more Assistant Treasurers or Assistant Secretaries. Each such officer shall hold otJicc lbr a term
of one year (or such other term as the Board of Directors shall determine for any olfice from time
to time) and until his or her successor has been selected and qualified or until his or her earlier
death, resignation or removal. Any number of offices may be held by the same person.

5.2 Responsibilities of Officers.

(a) Chief Executive Oflice-r. The Chief Executive Officer shall be responsible
for the general and active management of the business and af'thirs of the Corporation and shall
exercise general supervision and authority over all ofits agents and employees and shall perform

all duties incident to the office of Chief Executive Officer and such other duties as may be

assigned by the Member or the Board of Directors. 'fhe Chief Executive Officer shall supervise

the implementation of all policies, orders and resolutions of the Board of Directors and shall

execute all contracts and agreements authorized by the Board of Directors, except that he or she

may delegate to other officers o{ the Corporation the power to execute contracts in the ordinary
course of business or as otherwise may be authorized by the Board of Directors.

(b) President(s). The President(s) shall be responsible for the dircct
administration, superuision and control of such activities in the management of the Corporation
as may be assigned by the Chief Executive Officer or the Board of Directors.

(c) Chief Financial Officer. Thc Chief Financial Otficer shall be responsible

for financial accounting and rcporting for the Corporation and such other duties as may be

assigned by the Chief Executive Otlicer or the Board of Directors.

(d) Vice Presidents. Each Vicc President shall perform such duties as may be

assigned by the Chief Executive Oflicer or the Board of Directors.

(e) Treasurer. The Treasurer shall. in accordance with thc policies of the

Board of Directors and under the direction of thc Chief Executive Oitcer or the Chief Financial

Officer. have general charge and custody of and bc responsible for all funds and securities of the

Corporation. and shall make such reports in such lbnn and manner as the Chief Executive
Oflicer. the Chief F'inancial Officer or lhe Board of Directors may direct. Thc' l'reasurer shall
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receive and give receipts for monies due and payable to the Corporation and deposii such monies
in the name of the Corporation in such banks, trust companies or other depositorics as may be

selected in accordance with the provisions of these Bylaws. The Trcasurer shall keep account of
such receipts and deposits and approve expenditures of the Corporation and shall perlbrm all
duties incident to the ollice of freasurer and such other duties as may bc assigncd by the Chief
Executive Officer, the Chief Financial Oilicer or the Board of Directors,

(t) Sccretary. l'he Secretary shall keep the minutes of thc mectings of the

Board of Directors and its committees in one or more books provided for that purpose, shall
notify members of the Board of Directors oi their election, shall see that all notices are duly
given in accordance rvith the provisions of these Bylaws, shall be custodian of the corporate

records and of the seal of the Corporation, and shall see that the seal of the Corporation is

affixed, when necessary, to all instruments and documents the execution of which has bcen

authorized by the Board of Directors or a committee thereof, shall kcep a record of the address of
each director, and shall perform all duties incident to the office of Secretary and such other
duties as may be assigned by the Chief Executive Olficer or the Board of Directors. In the

absence of the Secretary or in the event of his or her inability to act, the Chairperson of the Board
of Directors shall appoint an individual to discharge the duties of the Secretary.

(g) Assistzurt Secretaries and Assistant Treasurers. The Assistant Secretaries

and Assistant I'reasurers shall perform such duties as may be assigned by the Secretary or the
Treasurcr, respectively, or by the Chief Executive Officer or the Chief Financial Ofiicer, as

appropriate, or the Board of Directors.

5.3 Removal of Officers. Any oflicer of the Corporation (including the Chief
Executive Officer) may be removed, with or without causeo by the Board of Directors, subject to

the approval of the Member, without prejudice to such officer's contractual rights, if any.

5.,1 Bonds. The Board of Directors may require any oflicer to givc bond and security
in such sum and with such surety or sureties as the Board of Directors may determine.

ARTICLE VI

coMMITTEES

6.1 Committees.

(a) St?nding Board Commitlces. The Board of Directors shall have a

Corporate Governance and Nominating Committee, an Audit Comrnittee and a Personnel and

Compensation Committee and the Board of Directors may establish such other standing

commiuees as it deems to be necessary or desirable (the "$tanding Bqarcl-..leqmmi!!ggs"). All
Standing Board Committees shall be comprised solely of directors and shall have charters

governing their porvcrs and duties, which charters shall be approved by the Board of Direc:ors.

f'he Board of Directors shall appoint the members and a chairperson and a vice chairperson of
each Standing Board Committee.

(b) Spccial Committees and Proeram Committees. 'lhe Board of Dircclors
may establish one or more special committees of dircctors ("Special Comrnillgss") to advise the
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Board of Dircctors and to pertbrm such other functions as the Board ol Directors determines.
The Board of Dircctors may cstablish one or more committees, rvhich may includc directors and
persons rvho are not directors. to assist it with aspects of the Corporation's operations ("Progran-r
Comminees"). Subiect to the provisions of tliese Bylaws, the Board of Directors may delegatc
such authority to a Special Committee or a Program Committee as it deems to be appropriate ancl

desirable and as is not prohibited by applicable law. The Board of Directors shall establish the
manner of selecting mernbers, chairpersons and vice chairpersons, if any, and the terms of otlice
of the nembers of each Special Committee and Program Committee.

6.2 Term. Except as otherwise provided in these Bylaws, each mcmber of a Standing
Board Committee shall continue as such until the next arurual meeting of the Board of Directors
or until a successor has been appointed as provided herein, unless such person resigns, is
removed or othenvise ceases to serve on such Standing Board Committee fbr any reason.

6.3 Quorum and Action. Except as otherwise provided in these Bylarvs or the
charter of a committee approved by the Board of Directors, a majority of the members
comprising any commiltee appointed by the Board of Directors pursuant lo thcsc Bylarvs shall
constitute a quorum for the transaction of business, and the acts of a majority of committce
members present at a meeting at which a quorum is present shall constilute the acts of the
committee, unless il greater proportion is required by applicable larv, the Articles of
Incorporation or these Bylarvs.

6.4 Action by Unanimous Written Consent. Except as otherwise providcd in these
Bylaws or a charter of a committee approved by the Board of Directors, any action which may be
taken at a meeting of any committee appoinled by the Board of Directors pursuant to these

Bylaws may be taken without a meeting if a conscnt or consents in writing selting forth the
action so taken shall be signed by all of the members of such committee and filed rvith the
Secretary.

6.5 Removal. Any member of a Standing Board Committee, Special Committee or
Program Committee may be removed at any timc. with or without cause, by the Board of
Directors at any regular or special meeting.

6.6 Vacancies. Any vacancy in any Standing Board Committee, Spccial Cornmittee
or Program Committee caused by the death, resignation or removal of a member ol such

committee prior to the expiration of that rnember's term shall be filled by another person

appointed by the Board of Directors. The member so appointed shall serve the rcmaining
unexpired term of the member so replaced.

6.7 Exclusions from Committee Membership. Physicians who receive

compensation I'rom the Corporation, whether directly or indirectly or as employees or
independent contractors, are precluded tiom membership on any committee r.vhose jurisdiction
includes compensation matters. No physician, either individually or collectively. is prohibited
from providing information to any committcc regarding physician compensation.
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6.8 Corporate Governance and Nominating Committee.

(a) Composition. The Corporate Governance and Nominating Committce
shall consist of such number of directors, but in no casc less than thrcc (3), as may be dctcrmined
by the Board of Directors. None of the members of the Corporate Govcrnance and Nclminating
Committee shall be e:nployees of the Corporation or of any ent:ty controlled by the Corporation.

(b) Respgnsibilities. hr addition to any responsibilities delegated to it by the
Board of Directors. the Corporate Govemance and Nominating Committee shall be responsible
for:

(i) Itecommending the candidates for election as directors at each annual
rnecting of the Member;

(ii) Recommending the candidates for election as directors to fill any
vacancies occurring on the Board of Directors; and

(iii) Recomrnending the candidates for election or reelection as Chairperson of
the Board and Vice Chairperson of the Board.

(c) Timing. At least fifteen (15) days before each annual, regular or special

meeting of the Member, the Corporate Governance and Nominating Committee shall recomnrend

the rcquisite number of individuals who satisfy the qualifications established in these Bylaws for
election as directors of the Corporation.

6.9 Audit Committee.

(a) Compositi.on. The Audit Committee shall consist of such number of directors, but
in no case less than three (3), as the Board of Directors shall determine. None of the members of
the Audit Committee shall be employees of the Corporation or of any entity controlled by the

Corporation.

(b) Responsibilities. In addition to any responsibilities delegated to it by the Board of
Directors, the Audit Committee shall be responsible for accepting the annual independent audit
report of the Corporation's financial statements, as prepared by the external auditors, and render

or cause to be rendered an audit report to the Board of Directors at its annual meeting.

6.10 Personnel and Compensation Committee.

(a) Composition. The Personnel and Compensation Comrninee shall consist
of such number of directors, but in no case less than three (3), as the Iloard of Directors shall

determine. None of the members of the Personnel and Compensation Committee shall be

employees of the Corporation or of any entity controlled by the Corporation or of any entity
controlled by the Corporation and none may have a conf'lict of interest as defined in Sectitln 4958

of the Code and applicable regulations.

(b) Responsibilities. In addition to any rcsponsibilities delegated to it by the

Board of Directors. the Personnel and Compensation Committee shall be responsible lbr:
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(i) Evaluating the perfonnance of the principal officcrs of thc Corporation:
and

(ii) Rccomntending to the Board of Directors for recommendation to the
lvlember the selection and compensation of the principal officers of the Corporation.

ARTICLB VII

INDE$,INIFICATION OF DIRECTORS. OFFICERS AND OTHERS

7.1 Right to Indemnification - General. Any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or procceding,
whether civil, criminal, administrative or investigative (whether brought by or in the name of the
Corporation or otherwise), by reason of the fact that he or she is or was a representative of the
Corporation, or is or was serving at the request of the Corporation as a representative of another
corporation, partnership, joint vonture, trust or other enterprise, shall be indemnified by the
Corporation to the fullest extent now or hereafter permitted by applicable law in connection with
such action, suit or proceeding arising out of such person"s service to the Corporation or to such
other corporation, partnership, joint venture, trust or other cntcrprise at the Corporation's rcquest.
The term "representative," as used in this Articlc VII, shall mearl any director, ollicer or
employec, including any employee who is a medical doctor, lawyer or other licenscd
professional or any committee created by or pursuant to these Bylaws, and any othcr person rvho
may be determined by the Board of Directors to be a representative entitled to the benetits of this
Article VII.

7.2 Right to Indemnification - Third Party Actions. Without limiting thc
generality of Section 7.1 of these Bylaws, any person who was or is a party or is threatened to be

made a party to any threatened, pending or completed action, suit or proceeding, whe:her civil.
criminal, administrative or investigative (other than an action by or in the right of the
Corporation), by reason of the fact that he or she is or was a representative of the Corporalion, or
is or was serving at the request of the Corporation as a represcntative of another corporation,
partnership, joint venture, trust or other enterprise, shall be indemnified by the Corporation
against expenses (including attomeys' fees), judgments, fines and amounts paid in settlemcnt
actually and reasonably incuned by him or her in connection with such action, suit or proceeding
if he or she acted in good f'aith and in a manner he or she reasonably believed to be in, or not
opposed to, the best interests of the Corporation, and, with respect to any criminal action or
proceeding, had no reasonable cause to believe his or her conduct was unlawful. 'l'he

termination of any action, suit or proceeding by judgmenf, order, settlement, conviction, or upon
a plea of nolo contendere or its equivalent, shall not of itself create a prcsumption lhat the person

did not act in good faith and in a manner which he or she reasorably believed to be in, or not
opposed to, the best interests of the Corporationo and, with respect to any criminal action or
proceeding, had reasonable cause to believe that his or her conduel rvas unlawful.

7.3 Right to Indemnification - Derivative Actions. Without limiting the generality
of Section 7.1 of these Bylaws, ary person who was or is a party, or is threatened to be madc a
party to any threatened, pending or compleled action, suit or proceeding by cr in the right of the

Corporation to procure a judgment in its favor by reason of the fact that he or shc is or was a
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represenlative of the Corporation, or is or rvas serving at the request of :he Corporation as a
representative ofanother corporation, partnership, joint venture, trust or other enterprise. shatl be
indcmnified by the Corporation against expenses (including attomeys' ltes) actually and
reasonatrly incurred by him or her in connection with the det-ense or settlement of such action.
suit or proceeding ifhe or she acled in good faith and in a nranner he or she reasonably believed
to be in, or not opposed to, the best interests of the Corporation; except. however, that
indemnification shall not be made under this Section 7.3 in respect of any claim, issue or matter
as to which such person has been adjudged to be liable to the Corporation unless and only ro the
extent that the Court of Common Pleas of the county in which the registered office of the
Corporation is located or the court in which such action, suit or proceeding was brought
determines upon application that, despite the adjudication of liability but in view af all the
circumstances of the case, such person is fairly and reasonably entitled to indernnity for such
expenses that the Court of Common Pleas or such other court shall deem proper.

7.4 Advance of Expenses. Unless in a particular case advancement of expenses
rvould jeopardize the Corporation's tax exempt status ilnder Section 501(a) of the Code or result
in the Corporation's failure to be described in Section 501(c)(3) of the Code, expenses (including
attorneys' fces) incurred by any represcntative of the Corporation in defending any action, suit or
proceeding referred to in this Article VII shall be paid by the Corporation in advance of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
the representative to repay such amount if it is ultimately determined that he or she is not entitled
to be indemnified by the Corporation as authorized in this Article VII or otherwise.

1.5 Procedure for Effecting Indemnification. Unless ordered by a court, any
indemnilication under Secticn 7.1, Section 7.7 or Section 7.3 of these Bylaws shall be made by
the Corporation only as authorized in the specific case upon a determination that indemnification
of the representative is proper in the circumstances because he or she has met the applicable
standard of conduct set forth in such subsections. Such determination shall be made:

(a) By the Board of Directors by a majority of a quorum consisting of
directors rvho were not parties to such action, suit or proceeding; or

(b) If such a quorum is not obtainable, or if obtainable ard a majority vote of
a quorum of disinterested directors so directs, by independent legal counsel in a written
opinion.

7.6 Indemnification Not Exclusivc. 'Ihe indemnification and advanccnrent of
expenses provided by or granted pursuant to this Article VII shall not be deemed exclusivc of
any other rights to which a person seeking indemnification or advancement of expenses may be
entitled undcr any other provision of these Bylaws, agreement" vote of disinterested directors or
otherwise, both as to action in his or her of1icial capacity and as to action in another capacity
while holding such office shall continue as to a person who has ceased to be a represcntativc of
the Corporation and shall inure {o the bencfit of the hcirs and personal representatives of such
person.

7.7 When Indemnification Not Made. Indemnilication pursuant to this Articlc VII
shall not be made in any case u'here (a) the acl or failure to act giving risc to the claim for
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indemnification is deterrnined by a court to have constituted rvillful misconduct or recklessness
or (b) indemnification rvould jeopardize the Corporation's tax exempt status undcr
Scction 501(a) of the Code or result in the Corporation's failure to be described in
Section 501(c)(3) of the Code.

7.8 Grounds for Indemnification. Indemnification pursuant to this Article VII,
under any other provision of these Bylaws, agreement, vote of dircctors ol otherrvise may be
granted for any action taken or any failure to take any actioll and may be made rvlether or not
the Corporation would have the power to indemnify the person under any provision of larv
except as otherwise provided in this Article VII and whether or not the indernnified liability
arises or arose flom any threatened, pending or completed action by or in the right of the
Corporation. 'lhe provisions of this Article VII shall be applicable to all actionso suits or
proceedings within the scope of Section 7.1, Section 7.2 or Section 7.3 of these Bylaws, whether
commenced before or after the adoption hereof, whether arising from acts or omissions occurring
before or after the adoption hereol'.

7.9 Power to Purchase Insurance. Thc Corporation may purchase and rnaintain
insurance on behalf of any person who is or was a representative of the Corporation or is or was
serving at the request of the Corporation as a representative of anothcr corporation, partnership,
joint venture, trust or other enterprise against any liability asserted against him or her and
incurred by him or her in any such capacity, or arising out ofhis or her status as such, whether or
not the Corporation would have the power to indemnify him or her against such liability under
the provisions of this Article VII.

7.10 Creation of a Fund to Secure or Insure Indemnification. The Corporation
may create a fund of any nature, which may, but need not be, under the control of a fustce, or
otherwise secure or insure in any manner its indemnification obligations, whether arising undcr
or pursuant to this Article VII or otherwise.

7.lt Status of Rights of Indemnitics. The rights to indemnification and advancement
of expenses provided by or granted pursuant to this Article VII shall (a) be deemed to create
contractual rights in favor of each person who senes as a representative of the Corporation at
any time while this Article is in effect (and each such person shall be deemed to be so serving in
reliance on the provisions of this Article), and (b) continue as to a person who has ceased to be a
representative of the Corporation.

7.12 Applicability to Predeccssor Companies. For purposes of this Article VII,
refbrences to the "Corporaticn" includes all constitucnt corporations or other entities which shall
have become a part of the Corporation by consolidation or merger or other similar transaction
and their respective current and former affiliates, and references to "representatives" shall
include members of any such corporation, entity or affiliate, so that any person who rvas a
member, director, officer, employee, agent or other represe ntative of such a corporation, entity or
affiliate or served as a mcmber, director, officer, employee, agen: or other representative of
another corporation, partnership,joint venture, trust or other enterprise at the rcquest ofany such
corporation, entity or afiiliate shall stand in the sarne position undcr thc provisions of this
Article VII with respect to the Corporation as he or she would if he or she had served thc
Corporation in the same capacity. Without limitation of thc fbrcgoing, each member. director,
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officer and ernployee of each predecessor to the Corporation shall have the same contract rights
as are atTbrded to directors, ofticers and employees of the Corporation pursuant to Section 7.1I
of these Bylaw's.

ARTICLB VIII

C0NTRACTS. LOANS, CHECKS ANp pEPQSJTS

8.1 Contracts. Subject to Section 3.3 of these Bylaws, the Board of Directors may
authorize any officer or officers or agent or agents to entcr into any contract or execute or deliver
any agreement or instrument in the name of and on behalf of the Corporation, and such authority
may be general or confrned to specitic instances.

8.2 Loans. Subject to Section 3.3(j) of these Bylaws, the Board of Directors may
authorize the borowing by the Corporation of such sum or sums of money as the Board of
Directors may deem advisable, and to mortgage or pledge any or all of the real or personal
property and any or all of the other available assets of the Corporation in order to secure the
payment of the principal amount of any such bonowing and the interest thereon and any and all
such other amounts as may become due on account thereof.

8.3 Checks. All checks, drafu or other orders for the payment of money, notes or
other evidence of indebtedness shall be issued in the name of the Corporation and shall bc signed
by such ofticer or of'ficers or agent or agents of the Corporation and in such manner as from time
to time shall be dctcrmined by the Board of Directors.

8.4 Deposits. All funds of the Corporation shall be deposited to the credit of the
Corporation in such banks, trust companies or other depositories as the Board of Directors may
approve.

ARTICLE IX

NOTICE AND CONDUCT OF MEETINGS

9.1 Written Notice. Except as otherwise provided in these Bylaws, whenever written
notice is rcquired to be given by any person under the provisions of any statute or these Bylaws,
it may be given by sending a copy thereof through the mail or overnight delivery or by hand
delivery, in each case with charges prepaid, or by facsimile transmission confirmed by one of the
fbregoing methods, to the individual's address appearing on the books of the Corporation or
supplied by the individual to the Corporation for the purpose of notice,

9.2 Written Waiver of Notice. Whenever any written notice is required as set forth
in these Bylaws. a waiver thereof in writing signed by the person or persons entitled to such
notice, lvhether before or after the time stated therein, shall be deemed equivalent to the giving of
such notice.

9.3 Waivcr of Notice by Attcndance. Attendance of a person in person at any
meeting shall constitute a rvaiver of notice of such meeting except when a person attends thc
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meeting for thc express purpose of objecting to the transaction of any business because the
meeting has not been lawfully called or convened.

9..{ Procedure. All nreetings of the Board of Directors and the committees thcrcof
shall be conducted in an orderly maffrer with a view to affording full and fair discussion of thc
matters properly betbre such meetings.

ARTICLE X

MISCELLANEOUS

l0.l No Contract Rights. Except as specifically set forth in Sections 4.2, 4.4(b),4.5,
4.7(b),4.8 and 7.11 of thcse Bylaws, no provision of these Bylaws shall vest any property or
contract right in any person.

10.2 Corporate Seal. '[he Board of Directors shall prescribe the form of a suitablc
corporate seal, which shall contain the fuIl name of the Corporation and the year and state of
incorporation.

10.3 Fiscal Year. I'he fiscal year of the Corporation shall end on such day as shall be

Iixed by the Board of Directors.

ARTICLE XI

AMENDMENTS

It.l Amendments. Subject to SectionT.l(a) of the Af'filiation Agreement, these
Bylaws may bc altered, amended or repealed, or new Bylaws may be adopted, only by the
Member.

ARTICLE XII

CONFLICTS OF INTERESI

l2.l Disclosure. In connection with any actual or possible conflict of interest, an
interested person must disclose the existence and nature of his or her financial interest to the
Board of Directors and any relevant committee members. For this purpose, an interestcd person

shall include any director, officer, or member of a committee of the Corporation or an cnlity
afliliated with the Corporation who has a direct or indirect f-rnancial interest in a proposed

transaction" A financial interest shall include: (a) an ownership or investmeflt interest in any
entity with rvhich the Corporation has a proposed transaction or nrrangement; (b) a compensation
anangement with the Corporation or with any entity or individual with which the Corporation
has a proposed transaction or arrangement; and (c) a potential ownership or investment intcrest
in, or compensation ilrangement with, any entity or individual rvith which the Corporation is
negotiating a transaction or arrangement. If a person is an interested person with respect to any
entity in the health care system of lvhich thc Corporation is a p&rt, he or she is an interestcd
person with respect to all entities in thc hcalth care system.
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12.2 Recusal and Investigation. After disclosure of the financial interest. thc
interested person slrall leave the Board of Directors or committee mccting white the linancial
interest is discussed and voted upon. The remaining directors or committee n.rembers shall
decide if a contlict of intcrest exists. If a conflict of intcrest exists. the following procedures
shall be fbllowed: (a) the Chief Executive Oft-rcer shall, if appropriatc. appoint a disinterestc<i
person or committee to investigate alternatives to the proposed transaction or anangement: (b)
after exercising due diligence, thc Board of Directors or committee shall detennine whether the
Corporation could obtain a more advantageous transaction or arrangement with reasonable
ef'forts from a person or entit.v that would not give rise to a cont-liet of interest; and {c) if a nrore
advantageous transaction or arangement is not rcasonably attainable, the Board of Di;ectors or
committee shall determine by a majority vote of the disinterested directors whether the
transaction or arrangement is in thc Corporation's best interests and for its own benefit and
whether the transaction is thir and reasonable to the Corporation and shall decide as to whether to
enter into the transaction or arrangement in conformity with such dctermination.

12.3 Failure to Disclose. If a director or committee member has reasonable cause to
believe that an interested person has tbiled to disclose actual or possible conflicts of interest, he
shall infbrm the interested person of the basis of such belief and afford the interested person an
opportunity to explain the allegcd failure to disclose. I{ after hearing the response of the
member and making such further investigation as may be rvarranted in thc circumstances, the
Board of Directors or committee determines that the interested person has in fact t'ailed to
disclose an actual or possible conflict of interest, the Board of Directors shall take appropriate
stcps to protect the Corporation.

t2.4 Record of Actions. The minutes of the Board of Dircctors ard all rclcvant
committees shall contain the following: (a) the names of persons who disclosed or otherrvise
were fbund to have a financial interest in connection with an actual or possiblc conflict of
interest, the nature of the financial interest, any action taken to determine whether a conflict of
interest was present, and the Board of Directors' or committee's decision as to whether a contlict
of interest in fact existed; and (b) the names o1'the persons who were present for discussions and
votes relating to the transaction or arrangement, the content of the discussion, including any
alternatives to the proposed transaction or arrangement, and a record of any votes taken in
connection therewith-

12.5 Compensation. Special procedures shall be in eflect with respeet to
compensation issues. A voting member of the Board of Directors or any committec whose
jurisdiction includes compensation matters and who receives compensation. directly or
indirectly, from thc Corporation for services is precluded lrom voting on matlers pertaining to
that member's compensation. Physicians who receive compensation from thc Corporation,
rvhether directly or indirectly or as employees or independent contractors, are precluded frorn
membership on any committee whose jurisdiction includes compensation matters. No physician,
either individually or collectively, is prohibited from providing information to any committee
regarding physician compensation.

12.6 Annual Statements. Each interested person shall annually sign a statement that
affirms that such person (a) has received a copy of the conflicts ct- intcrest policy. (b) has read
and understands the policy, (c) has agreed to comply rvith the policy. and (d) understands that thc
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Corporalion is a charitable organization and that in order to maintain its fedcral tax excmption it
must engage prirnarily in activities that accomplish one or more of its tax-exempt purposes. This
policy shall be revierved annually lbr the inf'ormation and guiclance of rnembers of the Board ol'
f)irectors, and any new member shall be advised of the policy upon entering on the dutics of his
oflice. In addition, the Corporation shall conduct periodic reviews of its activitics, including any
transactions or arrangcments with interestcd persons, to ensure that its activities in the aggregate
promote and lurther the Corporation's exempt charitable, scientific, and educational purposes.
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HIGHMARK DELIVERY MODNL

l'Iighmark is building a transformational delivery systcm focu.sed on wellness and
pteventiott, attd a conrprehensive set of holistic ambulatory, itr-home, viltual, and community-
based scrviccs, Highrnalk will build and dcploy innovative solulions to rnitigate risk: its intcntion
is to move away fi'om a fee-for-seryice mentality and towalds a pay-for-value modcl. Ilighrnark
expccts this same approach fiom its strategic partners, Within a f'erv years, rnost Highmark
healtlt plan metilbets will be covered under new shared-risk models. Higllnark knows these
significant change.s will take time, but it is now building products, sophisticated tools, enabling
technology, and best-in-class clinical capabilities to strcngthen both its own organization and its
partners' to suecessfully fulfill this vision.

I-Iighma* is also working diligently to prcserve healthcare choice for individuals,
employers, physicians and clinicians in westcm Pemrsylvania. Its proposed affiliation with West
Penn Allegheny Health System, its contractirrg with UPMC, its recently announced proposed
affiliation with Jefferson Regional Medieal Center, its conlinued acquisition and affiliation witli
physician practices, and other provider strategies are all components to preserving choicc.
Flighrnark's greater purpose, l:or'vever, is 1o transform healthcarc hnancing and dclivery in
western Pcnnsylvania. Highmark will acconrplish this by aligning physicians, hospilals, and
other provider.s of medical care to work towards common goals of quaiity and ei?iciency. Also,
Highmark belicvcs in somrnunity-basetl care, and knorvs that community facililies dclivcr higher
value (quality and cost), keep patients closer to their fhmilies and homes, and support the local
cconomy in rvays that larger, non-conmunity bascd facilitics cannot.

National and local reform initiatives are ushering in new demands and challenges fbr
both healtheare delivery and healthcare financing systems in western Pennsylvania and
throughout the United States. It is clear these coming changes will also create significant
opportunities for the hospitals and physicians who align with a medical delively and financing
system, sush as l-{ighmark's, that is financially sound, and who is recogniz.cd for excellent
relationships with employers, consumcrs, and payers.

Flighmark's Integrated Delivery Systcm ("lDS") will tadically change thc hcalth
landscape of western Pennsylvania. The first step is to fortify its geographic footprint by aligning
stlong paltners and building core assets to form its dclivery network in western Pennsylvania,
including southwestem Pennsylvania. Following this fir'st phase, I-Iighmark will focus on
integration across its delivery system, with a commitmcnt to reduce the rapid escalation in
healthcare costs. To meet this goal, Highmark will use provider paynent nethods focusing on
wellness and quality. Finally, Highmark will expand its services and solutions to other markets,
ensuring the higbest patient experiencc tbr its regional and national customers. Together,
Highmark and its provider partners can transform the healthcare financing and delivery system in
western Fennsylvania into a system that is physician-led and patient-centric.
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AFFILIATION AGREEMENT

This Affiliation Agreement is made and entered ints to be effective as of october 31'

2011, by and among UgE,; Pennsylvaniu ooop*ftt corporation ('Ultimate Parent Entity')' UPE

provider Sub. a pennsylvania nonprofit-coffiutiott d1*u191 Subsidiary") (collectively' the

Ultimate parent E"tity';J Prouia.t SoUtiAi"ty *" t"f"o"d to.herein as the "UPE Padies")'

Highmark Inc.. u n"*syiu*iu nonprofit corporution ('Yighryk'), and West Penn Alleehenv

Hgalth System. Lrc., a Pennsyluania nonpiohi*tpottti* C'\IPAIIS')' Cano$sbr:rg General'

Hogpital. a Pennsylvania nonprofit corqor_alion ("geggnsburyl, Alle-Kiski Medical center' a

Pennsylvania nonprolit corporation ('ailp,iri**) *d th" 
"thtiwpens 

subsidiaries identified

on Schedule R-l (coltectively, WPAHS:6n;nsburg, -Alle-Kiski 
and the other WPAHS

Subsidiaries identifi.ed on ScheduleR-l *" tti"o"a to hJiein as the "XEAH$-Pgdgg") (the UPE

parties, Hiehmafk *a rwgrts parti*u *" 
"ouotiu"ly 

refened to herein as the "Eaxtig!" and

each is referred to herein as a "Pdt')'

RECTTALS

A. WHEREAS, WPAIIS is the parent corporation of a multi-institr:tional nonprofit heattlt

system that provide, u l*J ,p""tt* of.heJth care services througbout western Pennsylvania

up to and inctuaing quatemary health services;

B. WHEREAS, WPAHS owns aad operates (a) Alleglreny General Hospital which consists

of the AGH h4ain c"rp* *a AGH Suburb* cu-p*, re19ec{velv'.rys"h togetheroperate as

one licensed hospital, and (b) The Westem p"*wiu*ia Hospital which consisb of the Wesd

penn camFus and Forbes campus, r"rpotivery, whrch op"rat" as ffio separately licensed

hospitats;

c. WIIEREAS, WPAHS contols directly or in{irec.l!- various corpgr{ioSs' limited

liabitity campanies and other entities 1*tt".ti*ty, the-*WPAHS Subsidiades') that are

identified on ScheduleR-l. including (4 d;*dq-wLriclr onerates langnslurg General

Hospital and (b) ltt"-tcirti *hi*n operat{ ene-fisnfueaica Center (collectively, Allegfueny

General Hospital, The-Western Pennsylvani" Houpitatt Canonsburg General Hospltal and Alle-

Kiski Medical Center are referredto herein as "Hosnitalsl);

D. WHEREAS, the WPAFIS Parties ovm ceftain rights, title and ioF e{s in other

corporations, joint ;tu*r, partrerships, limited liability companies qd.:th?t entities

(collectively, the *nPAHs-dlbliat"s") ittut are not contriled directly or indirectly by the

WpaHS Pa:rties and which are identified on S-chedule R-2;

E. \4{HEREAS, Highmark is a leading health insurer with substantial operdtions througlrout

western pennsylvania #hor" vision, misJon and commitrneut are demonstrated to those they

serve tbrough the provision of innovative products, p1ttgrams and sentices and corhmunity

involvement;

8.. WIIEREAS' the parties have indicated a desire to enter into a transaction that will: (a)

allow WPAHS to snengthen its Hospital* *a t"*" as a financially snonq tgtlpt the integrated

financing and delivery of health services to the cornmunity, including Hiehmark's
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subscribers/policy[olders, with Allegheny 
-Generat 

Hospital sellng as the quatemary hub and

physicians aligned ;tlr'WPAHi irouitio-e-;fu"t1^leader-shipf ft) work to preserve the

operations of the WPAHS Parties u, prouffi",,-"i ftigh quality-health care resources for the

benefit of the community, including High-;;;; t*ttiittiVpoicvholders' by providing quality

care and accessible ana'effectiv* ,*i""t, *i,if" "f*1tql 
financially and adminishatively

within the integrated financing and delivJry tt""q of tf'1 Ultimate Parent Entity and its

Affiliates; (c) facilitate fundirrg to wp;\i{s'io b" used for certain necessary capital

improvements and operating 19ed1 
that witl help preserve- choice for patients (including

Highmark subscribers/policyholders) "*"d il;J;;; Plovidgrs in &e westem Pennsvlvania

region; (d) preserve 
"ompeiition-1ooog 

#lth;; p*oia." 

''at 

will promote the delivery of

cost-effectivq bigh-quality health "*" **-riGuti*k's subscriberslpolicyholders and the

community by altowing meaningful "noiJtt-.tfiAiag 
where health care services can be

obtained; (e) be consistJnt with eiolving tr""as i-i ttt" health care indusfy by creating a more

integnted health system with greater fi"ttF;*d F"lP care delivery options; and (0 enhance

opportunities to .or" *"*lohrv p.dti;e; G development of h"ulth care provider and

payor policy at federal and state levels;

G. WSEREAS, Ultimate Parent Entity has leen formed for the pqpose of facilitating the

Transaction wherein 111ti*ut" Parent E"dti'*ill b""o*t the common ultimate parent entity of

Highmark and Provider Subsidiary ttto"irt'rc*';"g u member of Higlrma'k and the sole

mernber of Provider Subsidiary;

EWHEREAS,ProviderSubsidiaryhasbeenformedfotthgpryg:.:13"i'itatingthe
Transactionwherein provider subsidiary *itit"ro-" the parent entity of ryPAHS; and

I.WHEREAS,thePartiesintendthatasaresultoftheTransaction,UltimsteParentEntiry
will have and exercise direct contror oott uotn ni*lgfk allfrovider Subsidiary' and that in

addition to Provider subsidiary becoming,nt *r" fr**er of wPAlIs' Provider subsidiary will

have and assume such other rights, title *d il;; of or relating to the WPSI9 Subsidiaries' as

necessary, to tansfer, convey and deliver iJPt"tid-; Subsidiary' direct or indirect conhol over

both the WPAIIS Subsidiaries and the respective interests 
-of 

WPAHS and the WPAHS

Subsidiaries inand to the WPAHS Affliates'

NOW TIIERSFORE, for and in consideration of the premises', tbe agteements'

covenants, ,rpr"r"rrtu,io*-*a **ti"t h;; set forth, and other good and valuable

consideration, the receipt and adequacy "i;hi;h 
are heretry acknowledged' and intending to be

Lg"ffy U"*a hereby' the Parties hereto agree as follows:

"#ff'*Bi'
1.1 Delinitions.

In addition to the terms defined elsewhere in this Agreement' the terms defined below as

usedinthisAgeement{includinethu-ulo'"-referencedrecitals)shallhavethefollowing
meanings:

UPE-0020902



.,A&M Contract" means the interim management services agreeme-nt dated octobcr 31'

2011 between wPAHS and Alvarez & Marsal Healthcare Industry Group, LLC'

"Acquisition Proposal" is dehned in Section 11'l'

,cAffiliate" mears, as to the Person in question, any Person that directly or indirectly

eontols, is contolled by, or is under common coutrol with, the Person in question and any

successors or assigns oi'such Person. fot p*pgtgs oJ this defmition' the term "control"

(including the terms ;'conhols", "controlled ty'*itA'funder.common confol wittf') means the

possession, direct or indirect, of the power to direct of cause the dilection of the management and

policies of a Person, whethei through ownership of voting securities or otlenn'ise'

r,Agreemenf,, means this Alfiliatibn Agreanent T ry:od*d or supplemented- together

with all Exhibits and Scheduies attache; oi delivered with respect hereto or expressly

incorporated herein by reference.

"Alle-Kiskio is defined in the preamble to this Ageemenl

.6Approval' mea[s any approva! authorization, or consen!; or anY extension'

morlification, arnendrnent or waivei-of any of the foregoing, of or fron any Govemmental

Authority.

"Balance Sheet Ilate" is defined in Section a'7(a)(ii)'

*Benefit Program and Agreement" is defined in Section4'20(a)(ii)'

ftBusfuless" me{lus the ownership and operation of the Facilities and other WPAI{S

Assets, as currentlY conducted.

,.Canousburg' is defined in the preamble to this Agreemenl

*cash F'low'rneans the "total soluces of cash from operations'minus the'total uses of

cash from ope:ations." *Total sources of cash from oPerations" mears the operating income or

loss with the following non+ash expense items added back to the operating or loss:

A"pr""iutior, amortizationo pension expense and changes inworking capibtr' "Total uses of cash

frdm operations" Beans .;plitul 
"*p"ttdino"s, 

pension firnding and debt sel,ice payments'

"Closing" is defined in Section 3'1'

n'Closing Date" is defined in Section 3'l'

..Code,, means the lntemal Revenue Code of 1986, as amended, and the Treasury

Regulations.

"Commitments" is defined in Section 6.8'

"Confidentiality Agreemenf is defined in Section 1l'2'
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,,consent of Highmar.k and uPE Parties" meaffi, as to any action requiring approval or

consent of Highmark ita tn, UPE Parties Le."r,nd"', the written approval of an authorized

representative of Highmark and the uPE Pqrties named in a.written notice identiffing such

representatives to WPAHS; provided that, fol. purposes 
-of 

this defmition an e'mail shall be

deemed a permitted form oi written upprou"l,'*i fufiher,. that the approval or consent of

Higknark and the Upn putti"s shall bi aeemea to have been given if foltowing expless

withholding of upprnuJot tot*"t by an authorized lepresentative of Highmark and the UPE

Parties, the Joirf Committee, at the wi:ten."q.ttt of tfre-eoag of Directors of WIAHS and

taking into consideration the purposes an<l operdioT of the WPAHS Parties as orgardzations

described in S sortciigi .pprorr", such acdon in the marlner described in Exhibit G to this

Agreement.

.rContractt means any legally binding oral or written commimenq contract" lease

(including Teaant Leases *i rnit* ra*y {easl},-sublease, 
licensg sublicense or other

agreement of any kind (other thas a Plan.or Benefii Program an{*q-e,e9en0.re.latig to the

Business, the WPAIIS Assets or the operation thereof to which a WPAIIS Pa$y is b party or by

which any of the WPAHS Assets are bound'

'6default(s) in any material respect in the performance of its obligations under the

Transaction Documents" is defined in Section 2'5(i)'

"Effective Timeo is defined in Section 3'1'

*EncumbratrceD means any claim, charge, easemen! encumbrance, encroachment'

s€cudty interest, mo*lagfien, ptedge ot tttti"tiolo, whether imposed by Couhact' Law' equrty

or otherwise.

(End l)ate" is defined in Section l0'1O)'

. nEnvirorrmental Condition" means any eveat' circumstance or conditisn related in any

mannet whatsoever to: (a) the cu$ent or past iroro"" or sPi|, emissiol" discharge-' ligngsalt

release or threateued,"r-],*" or*v hazad;;, iifectious or toxio substance or waste (as defined

iy *t applicable Eorriroom"otai Laws) or any chemicals, pollutants, pe&oleum, petroleum

products or. oil C@, into the environmen! (b) the on'site or opsite

heahlent, storagq di@g of any Hazardous.ldaterial originating on or ftom

the Real Property; trjifr" pf.*,o*t of sfuJtttres or materials into waters of the United States;

(q tfre pr"r"-o"" of 
-*V 

Uir*Aous Materials in any building, structue or workplace or on any

po*ion of the Real rJp"tty; ot (e) anyviolatioo of Eot'i*nmental Laws at or on any part of the

Real property 
"r 

;;;i;. in" 
""tiuiti"t 

of a WPAHS Party or any other Person at the

Facilities involving ttui*aoos Materials, in each ease to thc extent that such condition or

occurrence could reasonably be 
"*p""t"d 

to rezult in liability pursuant to applicable

Environmental Laws.

..Enyironmental Laws" means all Laws relating to pollution ot- 9:.environment'
including the Comprehensive Envilonrnental Response, Compensation' and Liabilif Act as

amendd 42 U.S.C. S 
g60f, et seq.; the Resource booservation and Recovery Act, as amended'

42 U.S.C. $ 9601, et seq.; the Clean Air Aoi 42 IJ.S.C. $ 7401; Occupational Safery and Health
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Act,Z9U's.C.$600,etSeq.;andaltotherl,awsrelatingtoemisslons,discharges,releases,ot
threatened releases "i ilita;;-.;"a*ti;;, trtt*i"Jt, pesticides' or indushial' infectious'

toxic or hazardous subsiances or wastes #;";"iroomlnt (including ambient air' surface

water, groundwater, luod su'faco o'' ,u6r*fJo t,t.tul or otlersrise relating to the processing'

generatiorq distribution, use, treatment, forugl, disposal,. tran-sPort' or handling of pollutants'

contaminants, chemica}, ot-i"Jutoiuf, infectio-us, toxic, or hazardous substances or wastes'

*ERISA,, means the Employee Retirement Income Security Act of 19?4, as amended.

"ERISA Alfitiate" is defued in Section 4'20(c)'

*Executive Employees,, with respect to any ralt-r lrrsr 
mean each of the persons then

serving as the Cnief Exe"otive 
'fficer,-Ciri; 

il;;i Of'cer, Chief Legal Officer' Chief

Information Officer, Cni"i ,Vt"A""f Ofdor, Chief Hy* Resources Officer and Chief

c;;plianc" officer, otio 
" 

similar capacity by whatever title'

"Exhibits" means the exhibits to this Agreement'

,,F'acilities'means (a) the Hospitals, and (b) Ty 9g:l.h"ul& 
care facility' health care

operations or physicianpractice owned o' oplt"t"d by the WPAHS Parties'

..FifthFundingCommitment'isdefinedinsection2.5(e).

*For Cause' is defined in Section 2'4'3'

(f,.ourthFundingCommitment|'isdefinedinSection2.5(d).

'FTC" means the Federal Trade Commission'

*FTC Red Flags Rulo' shall mean the regulations set forth in 16 C'F'R Pad 681'

"Funding Commitment" is definedin Section2'5' '

*sundingDeploynent'1o''isdefinedinsection2.5(o(1).

cr6AAp" means Uaited States genaally accepted accounting principles and practices as

in effectfromtime to time'

..Government Frogram$,, means Medicare, Medicaid' and C}IAMPUS/TRICARE.

r.Governmenfat AuthOrity" mealls any governmerrt or any agertgy' bureart board'

directorate, commission, court, a"p"rttilt,;fr;i.1, political subdivision" tribgnal or other

instrumentality of any government *U"tn"t i"a"ral, state or local' domestic or foreign-

,.Hazardous Materials" is defined in the definition of Environmental condition'

(HighmarlC' is defined in the preamble to this Agreement'
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..IlighmarkDueDiligencelnformation,,means..alldocuments,materialsand

information r"gafaing or oth"ntise related afrOn**n or ttt" UPE Parties that Higffiark of any

one of the UpE parries have provided or wiliprovr{ t? *T one of the WPAHS Parties (or its

representativ*r) io ,o*".tion with tn" WpniiS pu'ti*'' review and analysis of the I'ransaction

or Highmark ana trre Upn-iurti"r, *g*OJt J'*ft"tn"t such provision was pursuart to flre

Confidentiatity Agreemenl Term Sheet,,h;]"i}!..*.**i:1rt.** and regardless of whether

any one of the WPAI{S Parties has specifiJally requested such documents' materials and

information at anY time-

,,Highmark llistorical Financial [af61mation" is defined in Section 5'4(a)'

,,Highmark Material Adverse lffgCt' means any change' fact' o@urrence or event that'

individually or in the aggregate q4 ull otr.", "t-g"t, 
factso ot'*"ot"t or events' has or is

reasonably likety to L"ii^"*"t"riut adv"ilJ'"}il;"; irt" "uititv 
of Highmark and the UPE

Parties to either gsl6trmrnate tUe Trarsacii'o" "i 
p"V tft" Funding Commitment under this

Agreement; provided, however, 4u1 h no event iurtt *y of thJ fotlowing be deemed to

constifuteal{ig}rmarkMaterialAdversaEffect(i)events,chariges,conditions,-oreffects
generally adversely }""fu rh" Uy* States economy as a whole or the health care or

inswance industries (including any ch".g"Jto--[aotp, SAP or-regulatory accounting principles

generally applicabte'il-r"t[ila,itnies)-in;;-;"'*nitn do not disproportionately impact

Higbmark and the Uig t*ti", relativi to other Persons operating in the same industies; (ii)

regional, national olioiroiutiona pouticat or social events' -changes' 
conditions or effects'

inctuding tfros" atnifr*aUle to acts o?**la"o^d;lt *: outbreak-of hostilities' in each case

which do not dirpr"p;;;;;tv i-p'"1 niJtti'iag:1s n*es relative to other Persons

operating in the t#il;O*; (titt &t i,nouncement or pendency of the Transaction or any

agreements contemplated bI g, ag..r"1t*i excluding *1g.ou"to-"ot investigations resulting

therefrom; and (rg marerial changei in La; *Ui"ii ai'"oi aisproportionately impact Hiebnaft

and the uPE Parties relative to other Persons operating in the same indushies'

*HighmarkMaterialDcfaults"aleasdefinedinSec.tioa2.50).

,cIITPAA'' mea$t tbe Heatth lnsurance Portability and Accountability Act of 1996' as

amended by the Health Infor:nation T*#;;i"t n""i"*io and Clinical Health A4 and its

implementing negulations.

*Hospitals' is definedin the recitals to this Agreement'

,.Immigration Act' means the Immigration Reform and Control Act of 1986' as

amended.

..Information Privary or securrty Laws".means rilPlA and any othet Law concerning

the privacy or security of Personal fofotlurion, including-state data breach notification laws'

state health informafion privacy laws, the ffi-7;"t" tnt prC nt4 Fhgs Rule and state consumer

' protection laws'

*Initial Allocation Statement'is defined in Section 2'9(a)'

..InitialF.undingCommitment,'isdefinedinSectionz.S(a).
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.olnsurance commi$sionef" means the commissioner of the Pennsylvania Insurance

Deparhnent.

.olntellectual Property" means all intellectual property rights of.anV k1d.o1 natule'

however, denominated, throughout tn" *"iJ, il"iuaioi' -*itttoutli-itution 
such intellectual

property rights as *"y t" 
"ri"ifished 

or pJ;;t;der iederal, state' provincial' or foreign and

multinational laws, inciuding patents, tfademalks, trade names^, service marks' symbols' along

with rhe goodwil *r*iu*a",ierewith, *d^"il ;;;;n-law rights 
'elating 

thereto, copyrights

and any applications A;;"f"t, maslc worts, ;; iG schematici, technology' know-how' trade

secrets, ideas, algorithms, pr6cesses, data' internet aonain ntunes' computer software prCIgrams

(not including on-trr"-rr.afro*p*r, t"ftd;J;; "ppfit'tio* 
(in both sourca code and object

code form), tangibte or intangibl* propriet*y'intormutioo or material' and all choses-in-action

arising from or related ta the foregaing'

"Joint Committee" is defined in Section 2'5(a)'

'sJoint Venturett is defined in Section 2'6(a)'

*Joint Venture Option" is defined in Section2'6(a)'

..Joint venture option Agreement" is defined in section2'6(a)'

..JusticeDepartment''meaDstheUnitedStatesDepartnentofJustice.

f.I(nowledge,' when used in the context of knowledge of any of the UPE Parties means

the knowledge of any Executive nmptoyi-oitfr" Upn Parties within the scope of his or her

responsibility ut"r r"l**lf, i"quiry ofit ut* *nrptoyot FoY,to such Executive Employee to

have specialized knowledge of the t*U*"t **tt*'i"it"tti"* "Knowledgot' when used in the

context of knowledge of Higbmark *"*t-tft" knowledge of any Executive Employee of

Higlmark within ,hi.;;d;t 4t g il t*p;"tibiltyry,t reasonable inquirv of those

employees known to such^Executive Et"pi;y*; n"o" tpqializud' knowledge of the subject

matter in question. 6l$rowtedge" *t 
"o 

*J'in th" contarf of knowledge of any of the WPAIIS

Parties means the kncwledge of any E*"tuti"" p*ployee oi the WPAHS Parties within the

scope of his or her responsibiliq gi.t ;;;G;q"ity of those employees kno'nm to zuch

Executive Emptoyee to have specialized knowledge ofthe subject matter in question'

uL'rwrrmeans any conStitutional provision, Stat$e' law, rule, regUlation" code' ordinance'

resolution, Order, nrling, promulgatio", p"bld;J'pofi"V or guidetine orteaty directive adopted

or issuedby any Governnental Authority'

.Leased Real Property, means all real ptop9ry.1-T14 zubleased or licensed to' or fot

which a right to use or o."t'py ias been granted to' a WPAHS Party'

"f,oan" and "Loans" are defined in Section 25(D'

(Loan Agreemen[" and *Loaa Agreements" are defined in Section2'5(g)'

"Long-Term Contracts" is defined in Section 2'6@)'
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..Long.Termlndebtedness,,hasthesamerneaningasthesametermintheMaster

Indenture.

lVlaster fndenture' 1s@anS the Master lndenture of Trust dated as of May 1' 2007' as

amended and supplemented, arnong WPS$, """uio 
other corporations comprising the initial

Members of the Obligated Group, ana yVffi Bank, as successor to The Bank of New York

Melton Trust Company, N'A', as Master Trustee'

"Material Contraets" is defined in Section 4'15'

'6Neutral AuditorJ is defined in Section 2'9(b)'

"Non-Perpetual WPAHS Representative Designees" is defined in Section2'4'3'

.oNotice,, means any notice, statement, filing or other communication to be filed with or

delivered to any Govemmental Authority'

,,obligations,,hasthe'samemeaningasthesametermintheMastbrlndenture

"OFAC" is defined in Section4'18(g)'

..0IG,,meBffitheUnitedStatesDeparftnentofHealthandHumanServicesofficeofthe

Inspector General.

eorderomeansanyjudgmen!order,writ,injunctioudecrce,deGrmination,orawardof

any Governmental AuthoritY'

*Owued Real property,, T"T, all real properry.oq3d by a WPAIIS Pa*y' together

with the interest of any wpAHS p*; *-iiaT"ra in all leases and subreases therein'

improvements, buildings or fixtures t".rJa fi*;;;;;A;if all easements, rights of wav' and

other appurtenances thereto (ioqlugg' uppJ"o'ot riglts in and to public sheets)' all

transferable archirectural plans or desiw #;#"fi"";;trt"g to the development thereof' and

ull gteims and recorded o-r unrecorded i";fiil;;t6",'io"u&og any and all options' rights of

ftstrefr:sal and other rights to acquire real properly'

oParty,,andoParties,aredefinedinthepreambletothisAgeement

'PBGC" is defined in 4.18(d)(v)'

6permit, means any license, permi! regisftation or certificate reqr-rired to be issued or

granted by any Governmental Authority'

*Permitted Encrrmbrances" means (a)zoning. and building laws' ordinances'

resolutions and regulations, (b) li"os forl[", ooi ao" aidpavable on oi before the Effective

Time, or being coafusted in good faith.by 
"ppr"pti"r" 

proc"eaings, (c) such other title and suwey

matrers that are slrown on any co*rnin,,#fr#*i#;t Hjd;;k "r 
the UPE Parties (copies

of which Commitments and any opau*Jrt""io tftuU be dJli'ered to the wPAt{s Parties by

Higbmark or the ud p;;r, i, *iprir"u;*#;ip0, (d) liens tbat individuallv or in the
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aggrggate do not materially det19|{om the value of, or irnpair in any material manner the use of

the Real Property or other'WPAHS Assets and (e) Permitted Liens'

.,PermittedLiens''means(a)thoseliensorotheractions.orcircunstanceswhichquanry

under the definition ,;rh; ;; term in tue M;;"t 
"il;t*"; 

and (b) those liens identified in the

lien searches performed by cr corporation il;;t9li.(11 of which quEliff as Permitted

Liens as de{ined in the"Mast", rnaunturj'*ipr""ia"a in the wPAHs Due Diligence

fo[*",ion prior tc the execution of this Agreement'

(perpetual wpA5s Representative Designees" is defined in section 2'4'3'

..perpetual WPAIIS Representative Percentage" is defined in Seciion 2'4'3

.sperson, meaffi an individual, association, corporatrg+ limiteo liability--company'

partnership, limited ri"uurry parar"rrnip, *; a;;;*m;tal Authority or any other entity or

organization

,.Personal Informationtt means any information thtt can reasonably be used to identify

an individual, including..individua*yid"Jt#;i;il4 inforrration" as defined in 45 C'F'R

16oil;i;g"prtit toLation' and social securitv numbers'

cperconal property,'meaus all tangibte pa intanqlf3 personal prop€rty leased

or used or held for use by the WPAIIS Pirties in connectio" *ittt the business' including all

equipmenl n"titt", n*i""', o'flT"y';;G;;fce |nrisrrings' 
instruments' leasehold

improvements, spaxa parts; and alt riglrts i"'"ff *"i*ti-s of any *iuf*tttt*t or vendor with

respect tbereto.

'iPlad' is defined in Section 4'20(a)(i)'

cProceedingt means any action" arbination, hearing' litigation' zuit or other similar

pto""taioe by or belore a Govemmental Authority'

(lProgram Agreements' is defined in Section 4'10'

.(ProviderSubsidiary''isdefinedinthepreanbletothisAgreement.

*RealProperty''meanstheownedRealProperlyandtheLeasedRealProperty.

..RepresentationsasketAmount''isdefinedinSectionS.l(b).

.tRequestedContracts',hasthemeaningsetforthinsection4.l5.

*Resolution of Disputes" is defined in Section 2'6(cj'

'fsAr"' means the statutory accounting principl-es tT.*" prescribed by theAccounting

practices aoa pro"eaures Manuals p"lilr'i"i- ur 
^ the Nationar Association of Insurance

commissionerr, ,.,6;;;'*v "Joit"J-oi ^*"no.d 
requiremeuts provided by srarures'
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regulations, orders or rulings of a Goveinmental Authority in the Commonwealth of

Pennsylvania, including the Pennsylvania l-usurance Deparbnent'

. .,schedules" means the disclosure schedules to this Agreement.

,.secoud Funding commitment" is defined in section2.5(b).

"Section 6.11(b) Action" is defined in Section 6'11(b)'

"senior Loans" is defiued in Section 2'5(0'

"Stark Law' is defined in Section 4.1i(b).

t'subordinated Indebtedless" has the same meaning as the same term in the Master

Indenture-

*Tax.ExemptionArbitrator,'isdefinedinSection6.ll(b)'

"Tax-Exempt Obligationso'is defined in Secdon 2'5(D'

*Tax Refurnso means any return, declaration, repor! claim for reftrn4 or information

retum or statement trtating to Taxes, including any schedule or attachment thereto' and including

any amendmentthereof.

"Tsxes' means any and all federal, state, local, foreign and other net income' gross

income, gross receipts, r"fL use, ad valorenr, hospital, provi{e.r, unclaimed proper{y, lpnsfer,

t*rftiir] profiG, ti.u*g leasg rent, service, serui"" use, withbolding, payroll' employnrent'

excise, ,"oi*r", privilege, stamp, occupation, premium, PloFerty, windfall ptofits' alternative

minimum, eStimated, customs, duties or other tixes, fees, assessments or charges of any kind'

whalsoever imposed by any Governmental Authority, together with any interest and any

penalties, additions to tax or additional amounts withrespectthereto.

*Tenant Lease' means any leasq subleasq lic*se or other conhastual obligation '

pursuantto which aWPAHS Party, as tenant or subtenanl curreutly leases, subleases' licenses or

otn"ttrir" occupies all or someportion ofthe Leased Real Property-

*ThirdF'undingCommitment'isdefinedinSectibn2'5(c)'

.6Third party Leaset means any lease, sublease,.license or other coafractual obligation

pursuant to which i WpefiS PaAy, ; hndiord or sublandlord, cunently leases, subleases,

licenses or otherwis" gr*t* to a tirt<t pa$y a right to use all or some portion of the Real

Property.

"Title Company" is defined in Section 6'8'

*Title Policy" is defined in Section 6'8'

eTitle fV Plan'is defined in Section 4.20(dXv)'

l0
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,.Transaction" means, collectively, the transactions contemplated by or rrelated to this

Agreement, including those described in Article 2'

,.Trausaction Documents" means this Agreemen! the Loan Agreements' the

Confidentiality Agreement and the Joint Venture Option Agreemcnt'

,.Treasura Regulationst' means the income tax regulations promulgated under the Code'

.oultimate Parent Entify'1 is defined in the preamble to this Agreement'

4[IPE Parties' is defined inthe preamble to this Agreement'

celgp{tl$" is defined in the preamble to this Agreement'

.WPAIIS Affiliates,'is delined inthe recitals to this Agreement.

*WPAIIS Assetst, means all assets of ev*y deseription, whethEr real, personal or mixe4

tangible or intangible, owned by any of g1e WPadS Pard; whether used in the operalion of the

Business sr otherwise.

..WPAHS Category I Material Defaults" are as described in Section 2.5(k).

*WPAHS Category II Materisl l)efaults" are as described in Section 2.5(k).

*WPAIIS Due Diligence Information" means all documents, materials and information

regarding or other$iise relaied to the WPAHS Parties that any onE of the WPAHS Parties have

provided or will p*uia" to Highmar]< (or its renreseltgtiv3s).in connection with Highmark's

review and analysis of the Trinsaction or the WPAHS Parties, regardless of whe&er'such

p*irioo *us or'*ill be **-, to $e C_gnfiAentiatity A$rylrent' Term Shee! this Agreement

or otherwise and regardl^ess of whetler Highmark has specifically requested such documents'

materials and information at any time.

"WPAIIS Historical Financial Informafion". is defi ned in section 4.7(a)'

*WPAHS Intellecfual propertyD mearrs all Intellectual Property to the extent orame4

licensed or used by the WPAHS Parties.

4WPAHS Material Adverse Effectt means any changg fact, occurrence or- event that,

iadividually 
"r 

i" th;;;a;;;with all other changes, fa"1s, occrirrences ot events' (a) has or is

rcasonably likely to f,Ii" i material uan"o" "fJ"t 
on the ability of thti VfP+Hl Parties to

consumriate the Transaction or (b) has or is reasonably likety to have a material adverse effect

on the condition (fir,ancial or otirerwig of the op"r"tions, results of operations, properties, or

assets of the W"AHS P;eq provided, however,-that in no ev.ent *hall any of the following be

deemed to constitute a WpAHS Material Adverse Effect: (i) events' changes' conditions' or

effects generally "d;dy 
affecting the United States economy as a whole ot 

-th" 
health care

indusny (including *y 
"li*g"u 

to 6egp) in each case which do not disproportionately impact

the WPAHS Parties relativJ to other Pirsons operating in tlre same industry; (ii) regional'

national or internatioJ pofitita or social events, "h*g"i, 
conditions or effects, including those

tl
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attributable to acts of war, terrorism, 
-or 

the outbreak of hostilities' in each'case which do not

disproportionately ir"p.rt tr," wpAHS p#;;;i;ti"" i" tther Persons operating in the same

indusfty; (iii) the *o',ir"-"ot o, p*d"o"y ot*ft" r'*taction or any agteements contemplated

by this Agreemeag excluding any govem{n'ii inu"'tigations resulting t-hcrefrom; (iv) material

changes in Laws *hi;';;"t ai'p''oportt";1!dt ;fi;":lfo"S ?tttitt relative to other

Persons operating it ti tt*" ita*t'y; *a (u) u"y *F Lt 
omissions the material and adverse

effects of which resulted directly from any bffi;, of Highmark or any witbholding thereof

(except where such withholding fias o."o ouri.]tJui u"tioi of the Joint committee)'

..wPAHsParties'isdefinedinthepreaurbletofiisAgreement.

"WPAIIS Representatlves" is defined in Section 2'4'3'

..wPAllssubsidiaries,,isdefinediatherecitalstothisAgeement.

..wpAHs rax-Exempt Bond Docrments, is defined in section4'26'

*.wPAIIsTar.ExemptBonds'isdefrnedinSection2.S.

.{wPAHsTaxableDebt,'isdefinedinSection4.Z7.

*wPAHsTaxableDebtDocuments''isdefinedinSection4.27.

1.2 InterPretation.

In this Agreemen! unless the context othemdse requires:

(a)referencestothisAgreementarereferencestothisAgreementandlhe
schedules and Exhibitsi;iit"n"ii" *a Exhibit is herebv incorporated by

reference hto this esJ"irot -a wilt be considered a part hereof as if fulty

set forthherein;

(b)referencestosectionsarereferencestosectionsofthisAgreement;

(c) references to any Party, * thf-}fl-:::nt shall inelude referenc€s to its

respective successors and permitted asslgls;

(d)theterms"hereof""'herei["'*herebf'andderivativeorsimilarwordswill
refer to this entire Agreement;

(e) rcferences to any document (T"ludPg glf****0 are r'eferences to that

document as a'ended, co*ojid"t"d or suppleilented by the Parties from time

to time;

(f)unlessthecontextrequiresotherwiss,referencestoanyLawarereferencesto
rhat Law as of rh" ad;;;;,'and shall also refer to alt rules and

;gulations promulgated thereunder;

12
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(e)

(h)

(i)

(t)

theword..includingl,shallbeinterpretedtomeanincludingwitlrout
limitation;

references to time ars references to Eastern staadard or Daytight time (as in

rff"ct on tite applicable day) unless otherwise specified herein;

the gender of all words hercin includes the masculine, ieminine and neuter,

andthenumberofallwordshereinincludesthesingularandplu:al;

the tenns o'date hereofo" "date of this Agreemenf' and similar terms shall

meanthe date first written above; and

the phrases 
,,Parties have delivered," "Parties have provided," "Patties have

rnade availabld, ard phr*;; ;f similar import sball mean that, prior to the

ffi;;r"f;i; "pprd;r" 
pu*i"s nuv" either (i) de[veredJo t{e other Parties

a hard or electroni";pt;i the document or information in questioa or

(ii) made such doc'mei or infornution available to the other Parties via an

elechonic data room.

(k)

2.t

ARTICLE 2

TRdNsAcTIoNSTRUCTUREANDfl]NDINGC0MMITMENTS

Foruation; Articles of Incorporation and Bylaws'

(a)

(b)

(c)

ultimate Parent Entity was fomred on october zo, 20L1, by rhe filing of

A:ticles of tncorpo#";;fl, th" pennsylvania Deparhnent_o-I.Stut" in the

form athched to this egr""*rot as Exhibit A. The Bylaws oflJtimate Parent

ilorr;; adopted titt, ultimate parenrEntity Board of Directors in the

fomr attache,{ to tnir igr""-"ot as F-xhibit B. Ultimate Parent Entity is a

Pennsylvania rnnproft corporation without members'

Provider Subsidiary was formed on October 20,20l1'by eg filing sf Articles

oi-1"*.po*tio" ;uith G Pennsytvania Departuent of jgf..* the form

attached hereto * E-biA; C, Ta" ngur"r of provider subsidiary shalt,bg

uJ"pt.a o. u*"od"dfrf:ft:"'Eff""ti*r" Time to be in the form aftached to this

Agreement as rxrriut n 
-pt*iarr 

subsidiary is a Pennsylvania nonprofit

""ipt*ti"* 
*im Uftitut" Parent Entity as its sole member'

wPAI{sandHighmarka'seethatpriortoorasoftheClosingofthe
Transaction (D th; WpeHs goard ofbireetors shall take such action as may

be necessary or appropriate to reshuctur-e WPAHS to be a Pennsylvania

nonprofit corpot"tio" 
"o:tU 

members, and (ii) the Higbmark F:*9 of Directors

tnufi trf.. srich action as may be necessary or approp4l* t restructure

Higbnatk to be a pJmtyfilia nolqofii 
"orporation 

ylth lwo classes of

members. As set fottt io *ott abtaii ln Seciion 2-2 and Section 2'3 below'

the structure of the Transaction and the resulting utlo*{o." of corporate

gou";r" authority;ft"g to the Parties will be facittated by (A) WPAHS

creating a new "f*r 
of *"-iership and the Provider Subsidiary becoming the

t3
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sole member of wpAHS, atrd (B) Highyark creating a neY class of

membership and the urtimat" pLrt',gruty beeoming one class of Hiehmark

members,withtheotherclassofmemberscontinuingtobecomprisedofthe
directorsofHighmark,*no*'nuunu*theright,poweran!du]vtodetermine
the requisites for persons of low income itigiutt for benefits under

Highmark's health t*" pru*, 
-subject 

to,ft: ABnrgyal of 
.1h"',[nsurance

commissioner, and such other rights as may be fequired by applicable Law'

2.2 Implementation of Affflliation Structure'

(a)Subjecttothet*,'lj,,qcond'itionsofthisAgreemen!effectiveasofthe
Clr:;; L fib.*fS Parties shall take or cause io be taken all sucb actions as

maybenecesssryorappropriatetoensurethatProvidersubsidiarywill
become the sole *"*u"rJiwpglrs and WPAHS will become a direc!

whollycontrolleds*siai"'}orr'*ia"1S.*'$*yasoftheEffectiveTime
wirh all the wpAIIS SuUJdi*i"r and the WPAI{S Afiliates (to the extent of

the interests of WPAIIS *o tn" wpAHS Subsidiaries) becoming part of the

integrated furancing *a ili"".v syJem of the Ultimate Parent Entity and ie

Affiliates. r.ron" or urrditr' i;"igotity,_P_rovider subsidiary or llighmark

will assume or become u.[i" il, *a wrilfugs, each WPAH'S Subsidiary and

eaeh wpAHS Affiate riJi-r*p""ti"+ retain, and thereafter remain

responsibleforpaying*t,,oao",tbeirrespectivedebts,obligationsand
liabilities as they exist tefore, * oi, or ut aay time after the Effective Time'

(b)Subjectto&etermsandconditionsofthisAgpemen!effectivenotlaterthan
tl"-tfoti"g, ffigh**t tftuff urc of cause to be takeir all sueh actions as may

knecessarytoensuret}ratUltimateParentEntitybecomesamemberof
Higb$a& as described ffi;ffi 2.1(c), Higbmrk ivill becoqe a direct

subsidiary of Ultimate p;r"t E"tit 
"..of 

g" Effective Time with all assets

J;;;d;- J n'eh;k nqt gt the.i*esr{:-{ f^:i'* and delivery

system of the ultimate p**ig"tiE, *d i9 Affiliates. None of ultimate

parent Entity, provider s;;tdt*y ;i wpags will assume or becoms liable

for, and Highmark tnuU"tt:tuil u"A thereafter remain responsible for paying

wtte,n due, its reqpective i"il"Ufig"ti"ls and liabilities as they exist beforq

as of, or ui *y time afur the Effective Time'

23 Amendmcntof Articles andBylaws

Highmark agrees to take such actions as sball be necessary to amend its Bylaws to

identifu ultimate prrrot Entity as the *rt tora.t of a class of Highmark membership as

indisated in Exhibit E. The WPAHS parties agree-to tgke syh actions as shall be necessary to

amend their respective Articles of fo"orporlifuna Byhws 
-(g-r.ather 

comparable organizational

documents) to include the resewed p"*"it il t;-htid by Ultimate Parent Entity or Provider

Subsidiary, as tbe c€se may be, and to oft;;;e be in the-form atached hereto as Exhibit F (or

in&e case of &e s/pA[IS Subsidiaries include those prototype_governatrce document provisions

substantiatty in the foJ set forth in tht ;;;d ii"i"ata.''i Exhibit'F)' Notwi:hstanding any

other provision of this Agreemen! tUe parties agree and acknowledge that certain corporate

l4
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powers relatcd to WPAHS and the WPAHS Subsidiaries wilt be teserved to the ultimate Parent

;;rt y and Provider Subsidiary, as set forth in Exhibit F'

2.4 Governance Strucfure and Board Composition'

2.4.L Ultimate Parent Entity Board of Directors'

The sftucture and composition of the Ultimate Parent Entity Board of Directors as of the

Effective Time shall be as provided tt d;ril;-.Bf 
'a11zucrt 

Directors shall serve in ofiice in

aecordance with the urdnate p*"ntEotityffr:des of Incorporation and corporate Bylaws'

2.4.2 Provider Subsidiary Board of Directors'

'ThEUltimateParentEntityshallhavethesoleandexclusivedghttggtTl.tl'.individuals
vrho will serve on the initial Board "ipGti"tt 

of the Provider Subsidiary and upon

commencing their servic. * tn* prouiAo S.r-{riiiuty So*ta of Directors' such Directors shall

serve in offrce in accordance with tht i;;;iomiai*yt Articles of Incorporation and

corporate Bylaws. The structure *a .o-iotitio"-of the-P1ov'der Subsidiary Board of Directors

as of the Effective Time shalt te ," p.o'J;J i" Exhiblt'p' which reflects that at least one

community ,"pro"otutiu"-on the ini;al i';;d.t-"btidi*y's Board of Directors will be

designated by WPAIIS. Upon the co*pf*tloo-oi,n" ftalltu*ig& the Utimate Paren! Entity wilt

. have such resenred powers rclative 1o fi; P*ft"; subsidiary as shall be set forth in the

corporate Bylaws of tU" Frovidef S*tili*y, i""f"aiog $e lower to appoint and remove

Directors serviug ; ,il Frovide, Subsiffi'l ilt;? Directors, subject to the terms and

conditions herein *J tU"r.in relatcd to the WPAHS Representatives'

2AS WPAIISBoaTd of Directors

The structure ard composition of the WPAHS Board of Directors as of the Effective

Time shall be as set forth in Exhibit F. wnich reflects that at least forty percent (a'/") of the

initial post-ctosing-wpAgS g;"td 
"fbi;t"rr 

shall consist of community representatives and

physicians affiliated *tn-Ufpeff5 pti;;-l;-or us of the Effective Time (the "UlgAgS'

Representa€ves"1.' Certain of the 'i;"AHt Representatives (th" '?e'tpetual--S[EAgg

Re,presentative Desisrees'') will te Aesi#ted to serrve on the initial post-Closing WPAIIS

Bdard of Directors by the pre-Closing:ffiA# Botta of Directors' 
-wbile 

other WPAHS

Representatives (the: ) will be elected to

serve on &e initial post-closing *PAI{S Bffi;;$Gtto; by the uttimate Parent Entity', after

consultation with wpAl{s prior to crori"; Th" r"rp*toa wpggs Representative Designees

shalt consist of twenty five percent esrnl (arsuch other peT:ntage that is as close-as practicable

bnt not less than twenty fruc p"r""ni tZi'Ay 16; "perpetrral UIPIHS Rqpresentative

percentage ) of the post-closing wpAHS 
"dJ 

orpi."rror* r-I"ith"r the ultimate Parent Entity

nor provider subsi<liary shall have *y ;;; ;*tnoritv to designate or, renrov-e any of the

perpetual WPAHS Representative lesigpees or their successors in perpetuity' and lone of the

perpetual wpAgs Represe.ntative t)esignees or their succgssors in perpetuity' shall be a trustee'

director, agent or employee of the Ufmut" p*ent Entity, Providei Slbsidiary' $r any of their

respective reluteO 
-e,iiti'., 

1e*""pt fo, T" 
-A"i 

tttut the Perpefiral WPAFIS Representative

Designees and their successors io p"rpffi;1 t;; on the wpeHS Board of Directors)' As
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set forth in more detail in Exhibit F. the Perpetual WPAHS Representative Designees shall be a

self-perpetuating class of WpattS dirr.torr'*J that the designation or election (including the

filling of vacancier) *J th" removrl of aite"ioit *i'ftio sucf, self-peryetuating class shall be

within the exclusive control and power or trt" Perpetual-wPaH.s nelryttTllt-P-T]grees or

their. successors in perpetuity. In the ntt*t .*Jthat the number of directors serving on the

WPAHS Board of Directors changes, tUe numb"r of Perpetual WPAHS Representative

Designees shall increase or decrease, as necessary, to assure compliance with the Perpefual

WPAHS Representative Percentage which.shall ,"*uio constant' The Non'Perpetual WPAIIS

Representative lesign"r* .rruu oJt be srruje"i io removal from office for a period of fow (4)

years following th" ;i;;;(""1-r, to"n-t"*oval is For Cause as defined below)' The

.successor(s) to serve the balairce of any ,"*Ji"e *t* 9lt"dT of any Non-Perpetual \VPAI{S

Representatirr" nes:g1J;hdl t" -i*"a UV ift" fnti*ut" Parent Entity from nominee(s)

identified by the rculaining'\wAgs Rer-restotutuo' upon the completion of the Transaction'

the lJltimate Parent Entity and Provider S"b;iltty toards of Directors will have such reserved

powers relative to Wp41iS as shall be set f;;G;;tporate Bylaws of WPAI{$' As used in

this Section 2.4.3, theterm "Foleausg" thrliL;; rh, **oiog s"i fottU inthe corporate Bylaws

of WPAHS set forth in Fxhibit F'

2,5 Funding and Other Commitments'

subject to the terms and conditions of this Agre-emen! in reliance on the representations

and wananties as of the date hereof and as of thJ Closing Date, and on the co'venants and

agfeements of. the WPAHS Parties ,tt fo*n U"t"io' 
-and to ensu€ tbat Higbmark's

zubseribers/policyholders will coutinue to itu* *"*i"gful choices in where they obtain their

heatrh care services by preserving the *;;;; o*tlti"f of the Facilities operated by the

WPAIIS Parties as Uitd"*" r"rJurrts'fo, tn" U"t"nt of the community' the Parties agree and

achowledge ttrat, t" A; extent set forth i"low, High-*t has provided and will provide to

wpAHS, firoding in an aggregate *to*i no'r io exceed g4gg miltion (the "Epndirg

Cornmitnenf'), firflher subject to the following:

(a)Itisagreedandacknowledgde3l-ooJune28'2011-'-Hiq!lalTrradean
unresticted payment ;f i;0 million to WPAIIS (the 'Initial -E:sding

Commitnenf)tobe*ua*determinedbyajointTsyittoofindividuals
selected ftom the "orr.* 

***u*s of the Boards of Directors of Higbmark

.#fi;^rfi tfi;-"liGs uel fol: amons other pur?os€s, makins

capital improvements ,fi"d fu"dt"g continuing operations of the westem

p.'i*Vf"rfi" Hospital,- *J n-Uir! improvements at Forbes Regional

Hospital. Highmark 
' 

TWPAHS iurrh"r agree'that the Initial Funding

commituent was paid to WPAHS to ensure the continued financial viability

"itn" "p.*,io* 
6r tn" vrpaHs Parties. As more specifically described in

Exhibit G. the purposer "i["-l"i",t 
Committee are (i) to exercise that level of

offifrl*itni"gla t";" ftriti"l runding cosrmibnent, the second Funding

commituent and &o Tltfi iunding 
-commitrnent to help assure the

.pror**tioo of the wpAHS G"t" ttno"gS the closing of the Transaction

and (ii) to resolve air"i*.L u"tween the parties in certain instances where

either rhe consent orHi-eilrark *a trt" uPE Parties is withheld as described

in lhe section r.1 aennitin of "consent of Highmark and UPE Parties" or as
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(b)

(c)

described in section 6.110). A charter document setting forth the purposes'

composition, term oi"*i't"ot", and meeting and voting requirements of the

Joini Committee is set forth as ExhibilG;

Highmarkwillmakeanadditionalunresbictedpaymentof$l00million(the
"srrono runaioe 

-c;;d!n9;r) 
T WPAHS upon execution of this

Agreement. rr," f;ffiffi io tit 11:"d Funding Commitrnent shall be

subject to the p'ouiiJ"**ections (d)' G)' (i)' 0); atrd (k) of this section

2.5;

Provided that W?AHS sball not then be in default in any material lespect, an

additionar $so miiiion-6he-;.third runaing coqrraiqnenr), will be made

available to Wpelis-t' ffitfmailtTdu-tu thot is one 
'undred 

eightv

(180) days after the ;;fo" of this Agreement in acco'rdanee with and

subject to ttt" uppti*Ui" t"*' of this S"cti"on 2'5' thefirnds made available

in the ftira nuaiile-coilit*.nt shall be subject to the prrovisions of

r"Ur-"ti"* (d), (g), (ii, 0) *A ft) of this Section 2'5;

(i)withinsixty(60)daysfer.thedateofthisAgreemen!an.implementation
plan will b" j;ilfy **"$-.oy senior hanagement or designated

representativ"r'of ti'peHS ana Highmark (* ryuy 
beamended from time

to time, tte "F*ding D"ploy* ? thf will provide for tbe

deployment of ffid to b" paid by Higbmark to

wpAHs p"*;; to tu"'s"*nd rundine corrmitnent and the Third

Funding corrt*,*r, tespectivetl. nueibte uses of tbe funds to be set

forth itr th" Fr;;;;"prJfu* Fr* uia anv modi{9t{on thereof sball

be limited *,il;?;fi;i**r thd; consistent with the purposes and

opetations "i ,h" wparrs parties as organizations 
^described 

in $

501(cX3) of th"toa", Jufie'* Plority to qt- tundingof operating losses

ofthe WpAHS p#o o""t ioy o*"t uses of fi.rnds, and to preverrt ot cure

any default under the Master Indenture;

(ir) After the initial Funding Deployment Ptan has been'finalize4 all

proposals t" J"ai&l*iini* tdar be as agreed-upon bv the senior

mamgement or designatea representutives of WpeUS and lfigfomark and

implementea * *-il"odm# of the Funding Deployment Plan without

further acti; it bdg understood that agreemeqt to modifications

providing fo, it'" firnding of operating losseJ from the Second Funding

Commitmentand'theThirdFundingC"ommimentmaynotbewitbheldor
conditioned;

(iiDlntheeventthattheseniormanagementordesignatedrepresentativesof
WPAHS and Highmark cannot aglee on a propos* modification to the

Funding D"d;il;tff* *ittt respect to'use 9{-rytdt other than in

connection *ioi op"*ting losses, then either WPAHS or Highmark may

submitthemattertotheJointcomnitteeforitsreviewandconsideration
subject to tn"jifit"ti"* or, 

"*p"rrait*"s 
and fi:nding priorities set forth in

(d)
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Section 2.5(dxi) above. The Joint committee shall be authorized to eithet

approve * i.jJrt m. proposed modification in accordance with procedures

set forth i" ii" tftutt*, of ttt" Joint Committee attached as Exhibit G' In

theeventthatthedcliberationsoftheJointCommitteedonotresultina
majorityvoteinfavoroftheproposedmodification,thenthevoteshallfail
and the p6;;"J modification shall not become part of the Funding

Deploymentllan, and no portion of the second Funding commitmeni ot

the Third ruoaing commitment will be spent in furtherance of such

moainrutlnn excst to nrna operating losses or to prevent or cure a default

under the Master Indenture. For tf," absence of doubt, if the disputed

mod"iiication i=f"t* to an amount'allocated to other uses in the Funding

Deployment Plan, it shall not beconsidered a breach of this Agreement or

the Funding o.ptopent Plan if such expenditure-is held in abeyance

between the time the matter is zubmitted to the Joint committee add

resolution of the matter by the Joint Committee by majority vote;

(1v) Nothing in this section 2.5(dt shall limit the application of section

2'5(gxi)tofiftvpercent(so7o).ortheSecondFundingComnitmentand
the eniire ThirdFunding Commitnent; and

(o)NothinginthisSection2.5(d)shallbeinterpretedascreatingany
obligation or commitment oo tlr" part of Highmark to increase the amount

of eilher the Second Funding Commitment or the Third Fr:nding

cornmitnent, respe*tively, bey[nd those amounts set forth in sections

2.sO) and 2.5(c).

G) An additional $100 million lthe @) will be made

available to UdaffFUy fiieh**k i" accordance with and subject to th3

applicable ternrs of this 
-section 

2.5 on the later of (i) the closing Date or (ii)

April 1, ZOf t, p.oviaea tl* A. lb-sine of the Ttansaction bas occllred pdor

to April 1, 20it;;;pr*ia* turthelhowever, g*!g.thi* Agreement shall

have beea t;i";t"d or or prior April l, 2013, Higlmark will have no

obligation to make *y so"n Fourttr Funding commitrent The Fourth

, Funding commitment Lnount will be used in accordance with a funding

deployient pru" -a budget ro be developed by- IP-AHS at least ninety (90)

davs prior to the projected payrnentdak which shall be subject to Higbmark's

"ppr&u, 
wni"n ipi*u"r snau not be umeasonably witbheld, conditioned, or

delayed;

(0 (i) subject to section 2.5(D(ii), an additional $100 million (the "Eiftb-Epndi:rg

commirnenit *ill b" maae available to wPAHS by Highmark in

accordance-withandsubjecttotheapplicabletermsofthisSection2.5on
the later of (A) the closing Date oa(B) April- 1, 2014, provided that tltS

closing "i ih; i.r*actio-o has occuned prior to April l, 2014;.and

providld fi"th% however, thet if this Agreement shall have been

t"r*inut Joo oilpJ"t t" April 1, 2014, Higbmark will have no obligation

to make *y **a Fifth 
-Funding 

commitment. The Fiffh Funding
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(g)

CommitmentwillbeusedinaccoldgrSewithafundingdeploymentplan
and budget t" b"^d";;;a uv wpMS at least ninety (90) days prior to

rhe projected n#J;*T;-#rn rn"riu" subject to Highmark's approval'

whieh approval stratt not be unreasonably witlrheld, ccnditioned, or

delaYed; and

(ir) In the event that as of the Effective Time' gr1 agere8af:-To*tt (if any)

. that the WPAHS' Parties huv" expenaea .]1 connection rvith tbe

Representation 
- gu'["t Amount to remediate any condition o:

circumsranc" a*rJilJL iorion s.1CIG), (itg.r !iii) 
elceed $35 million'

Highnark *d WP;HS agree that "t^t#i* 
Htghmark-extends the Fifth

Funding c"#;;;, td';ount of the Fifth Funding comminnent mav

bereducedbytheaggregateamountofsuchactualexpendih:resinexcess
of $35 million maae uy the wPAHi-Par[ies that were applied to the

Representali"" i*i.t-g-"*a an"i tn" above-referenced $35 miilion

tkeshold ** J"f'n, o. 
""rot 

sndt sucu rcduction of the Fifth Funding

Comnihent exceed $15 million'

Fiffypercent(50%)oftheamoun!providedtoWPAHsinrespectofthe
second Funding i'oj-tu;;-* 'ury u*ounts provided to 

'PAHS 
in

respect of tfr" ffriri"frI'Jiog Co**iuni"t, fouttft funding Commituent and

Fifth Funding cor*im"# will be pi""iato in the form of loans from

Higgmark to IMpAI{d &; u 
.io*-,' and collectively' the "Loans").

(i) Fiffy percent (50o/o) of the amount provided to WPAHS in respect of the

Second furrairre"Ci;;J*;;J ttr" entire Third Funding Commihent

shall be ,r*ec;;;"*r, *u.i.", ro section 2.5(kXB). To the extent

permitted,-A"iG-Vf*ter fnieoture, G lo-t constituting the Foruth

Funding c"*;;;J;Jth" ninn ru"ai"g commiment shall be issued

by WPAHS ; I"";-T; Iybbtedness' evidenced by one or more

obligatio* irro"aio"uigu*r.,-ao trt" vtaster Indenfire (the "sqigE

Loans'). aoyiJo-;l-tl""ess of the senior Loans shall be iszued by

wpAI{S to rliffi*k * suuorai*trd Indebtedness under the Master

Indenhue. ^ti"ffi;;ffii 
b; t"p"v"ut" P ql b3 set forth in loan

agreements 6;t; "Lrag-Ae9!0;i" and collectively' the "Lnan

Agreenents,);;t;[ *rt"l" tt " trtm" set forth in the tenn sheet

attached * gxiilit'rr' t"ti"g into account Master Indenture covenant

compliance, **iT uipu*uL',ffod and state Law governing Tax-

Exempt ob[;;o; iii a"e""a in subsection (ii) below). The Loan

Agreements ffiffi;; utt. q**t (50%) or tne Second Fundine

Commihentandthe_entireThirdrunding.commitm"*shallexpressly
provide th"t;;;r* wpegs aeaurts in any rnatertal respect in the

performance"t:t'obligations-*o*'tn'r.ransa*ion.Documents,all
amounts outstanding under such LJ* Agre"q"ot'shull be acceletated

and repaid ir;;;;; with the schedule and subject to such terms as

are set fortir on fxtrmit g' subject to Section 2'5(f)'
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(ii) To the extent peimitted by luy: the portions of such Loans that are

allocable ;'"r;;;tr"*s'eligibie to be financed or refinanced as

obligations ttre iuterest on which is excludabte fiom federal income tax

under g 103(at oitrr" c"a" as 
,qualified 501(c)(3) bonds" under $ i45 of

the Code Cih-eredt Oblig"tfi"s") may be made.ol r'efinanced as Tax-

Exempt OU@'s ellction, subject to the further

conditions set fofl! below in this subsection (ii). In-lrtherance of such

objective, #;HS A"; tha! it shall use reaso.,able efforts to adopt

appropriate ;"i;;r;"nt resolutions under Treasury Regulation $ 1. 150-

2 prior 
" 

;rkt;t;t capitl].expenditures intended to be firanced or

refinanced * mig*;*pt^obligaiions with the proceeds of any of such

Loans- N-rbid i" tnir subsection (ii) shall be constued to require

expenditure 
"f 

find, of wpAHS ot *pitul itlms o5. to timit the use of

funds provided und"r the Second funii"g C9ry1u-tment or the Third

FundingCommitmentforoperatingiosses.IfHigbmaikexercisesits
election, Highmark ageT to-acquirl such Ta:c-Exempt obligations &cm

the governriental issuer thereof in certificated form, for its oum account

andnotforresale,inahansactionexemptaomsecruitiesregistation
requirements;;;'to i-uio the sole holder thereof to matr:rity or

pr.puy*J Ail costs of issuance of such Tax-Exempt Obligations shall

bepaid bY Highmark.

(iir) Notwithstanding the folegoing, if this Aereemgniis.Jerminated without the

consurumationoftheTransactionanawpegsshallnothavedefaultedin
anymaterialrespectintheperformanceofitsobligationsunderthe
Transaction Do"**,ot, (unless any such default h* B* either expressly

waived t";d;;y lfigf-*k oi cured pu$ugt to Section 2.5(k)' the

finv po"#^6ii';;a?i" Second Frrndine Commitnent provided to

wPAHsintheformofaLoanalrdtheentire$50millionoftheThird
Funding commitment shall convert fron Loans to unresticted papnelts

toWPAHSands}ratlnotberepayabletoHighmarkbyWPAHS-anda]l
related loan agreements, master indentrne obligations, security inlerests

;J;;";;;iauu u" deemed to be fir1ly satisfi.ed and discharsed;

(h) Notwithstanding anyfting tt qg:$ary set forth herefuu *te amount which

willbemadeavailableto.wPAHsi"'*'p"'tof+"FourthFunding
commiturent *J Fifth Funding comsrihent witt ue reduced by the amount

of positive C*hib*;ftfre WF6HS Parties on aconsotidatedbasis;

(l)Withoutlimitatiooofanyother.pmvisionsetforthherein,itwillbea
condition t" gighr;t;, outigutio" to make any portion of the Funding

commitment;ffii;bb ;" wpagS that one designated representative of

Highmark (*h[O designated rePresentative may have an alternate in

Higtrmark,s oJ*ti"rl t" gr*r*d the righ! to ut"oq and observe (but not

participate i"-;J.;, ip"tint"r-r1 ttt*st"q !l wPAHs) each regular or

special *"rting*#;; g';dt 
"tbirectors 

of WPAHS, Canonsburg and Alle-

Kiski and the Executive committee, Finance and operating committee' Audit
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and Compliance Committee, Investment Committee' and other standing or

special committees ti.. Wpefis (excluding. ft: "1t*^9ark*Transaction

Committee," the sole p*p"* "f 
which iJ to fsct's on confidential and

proprietary matters *uit'i by this Agre3ment) prior to the Effective Time

(except that such uo"til* uod ob'"'i"tion righis shall not extend to Board

and committee ais"usr-il"-iilil ru"rr rights are not permitted by applicable

Law; (ii) sueh discussions address payor agree*gott and'nay9r strategy; (iii)

such discussio*,"f#io tt" fr*ri"tioo] ot (iv) required to preserve the

pridttg" of attomey-client communications);

6)ForpurposesofthisSecdon2.5,a..HighmarkMatefialDefaull''shallreferto
those instances where Highmark or a UPE Party:

(i)(A)bvitsinteationalinterferencewiththerelatedregulatory
proceedings, ,hJil;;;aused the failure of any material Approval or

Permitn*rr*yfo'*VWPAHSPartvtoconsummatetheTransaction
to be issued 

"r 
6;;;; iot"nuoout, persistent and continuing failure to

exercise r*onibi" "fottt 
to obtain *y y$"."d Aggrgva-l-or Permit or

. issue *y **JJ N"d;, shall haye failed to obtain such material

Approval ", 
p;;ia;-iss"e such material Notice necessary for

;iifi**k * *y uPE Parly to consummate the Transaction;

(ii)fraudulentlyorwillfullymateriallymisrepresentedtoWPAllSits
finaneial ability a ,"*'i.o*"rr the Transaciion or extend the Funding

Qommil6snl;

(iii)failedtoperfomritscommitmentsandobligationssetfor|hinSections\---l 
2.2&),2.1 or2.6(cXii) of this Agreement;

(1v) attempted to unitaterally termimte the Ag5eement' except as
\-'l' 

specincaly permitted by Section t0'1(d); or

(v) by. its intentional, prsi$9nt and continuing fallure to comply with the

applicable L*; p"'t'i"i"g to th: organization or operation of atr

organizarion al"iurffiiort"ttll "f +" code as they apply to the

wpAHS prrtiJ, JJfi*J ;;J t6" rRS to notiff a WPAIIS Pa$y iil

writingthata-q/PAHsPaflylistedonSchedule4.23willnolonger
quahry ," * o'gunizadon describea in $ SOt(c)(3) of the Code' and

Hiebmark *d;; tIpE pur,i"r shall have failed to take reasonable steps

in response to zuch written notice from the IRS'

IfanysuchHigbmarkMaterialDefaultshallhavecontinuedunremediedfora
period of thirty €0i6;;nt'.*'itt"o notice from WPAHS to Hiebmark

ip""ifyfttg tu"tt ftieh*art Material Default in detail' then:

(A) if the thirtv (30) dav cure p-"ltod ...pi::l before the first

aruriversary lf tfri, egtiement, Higb*u* wil' immediately pay to
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(k)

WPAHS the amount of the Third Funding commitment as a

"break-uP fed'; or

(B) if thc thirty (30) day cule period expirgl ol.?: after the first

anniversaryofthisAgrcement'andWPAHSshallhavepreviously
received tnt fnita FirnAing Commiment as a Loan' such Loan

shall be i*"ttdil;ly ittt"Ja discharged' &3 amgunt of the Third

Fundingco'*ito."ntshallbetreatedasa..break-upfee''paidto
WPAHS, *O "ff 

related loan agreemeot'.I*t".t indenhue

obligations;c;ty iot"r"rts and covenants shall be deemed to be

firllY satisfied and discharged' -

In addition to the remedies set forth in Section 2'56XA) 1nd fi)(B)' in t}rc

event of a High**k M;;;Jn"fuUt and fail're of Higbmark to remedy such

Highmark Material pefau* wi*in the thirly (39) dry cure period' the WPAHS

parties wil have oo outigution to enter irito the Long Term contacts

described in section r.6i;tilFrriehmark shall not have exercised the Joint

Venture Option C"scriilJ i" Sectionl.61a; prior to the expiration.of &e &irly

tlOt A"f 
"urc 

p.rio{ tn" WpegS.-iutti* will have no obligation to

consummate the t "irJioo, 
described h &e Joint venture option

Agreement.

(A)ForpurposesofthisSection2.5,those*default(s)inanymaterialrespect
in the performance .f il;G;;ns-igd"r the Transaction Documents" that

comprise fts "WPAHS Ca;Iorv'l Y?l?rial 
Def44+"-shall refer to those

instances where tfr. ffi individually or collectively:

('(A)byitsintentionalinterferencewiththerelatedregulatory
proceedings, ,nall nut'" caused &e faihue of any material Approval or

Permit o"to.uty f* Higbmark or the UPE Parties to consummate

the Transaction to be issued or (B) by intentional,,persistent and

continuing f;"* to exercise reasonable efforts to obtain any

matedalepp*""ro'PermitorissueanymaterialNoticeshallhave
failed to obtai-n such material Approval or Permit-or issue such

material woG necessary ror iny of the WPAHS Parties to

co$umlnate the Transaction;

(ii)fraudulentlyorwillflrllymateriallymisre.presentedto.L{isbmarkand
theUPEPartiesthefinancesorserviceslinesoftheWPAHSParties
or the WPAHS Assets;

(iii)failedtoperfomritscommibnentsaudobligationssetforthin
Sections z.ri"jiit, z.r(cXA), 2'2(a),2'3 ot 2'6(c)(i) ofthis Agreement;

(r") attempted to unilaterally terminate this Agreement' except as

tp."ifi"ully permitted by Section 10't; or
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(v) materially breached its obligations under Section l1'1 of this

Agreement'

ifanysuchWPAHsCategoryllvlaterialDefaultshallhavecontinued
unremedied for a p"riJ 

"itfti"V 
"(30) 

days after written notice &om Highmark to

WPAHSspeciffingsuchWPAHSCut"gorytMaterialDefaultindetail,WPAHS
shail, on demand n"* iiigt**[ i.*Jaiut"ry pay to Hiebmark both: (i) (A) the

difference behr.een Sf OO ,iittion and the u*o*iuitocatedto the value of the Joint

Venture interest p*rt#io itttioo 2'g(a)'or (B) $-100-3iqio-1, if Highmark has

not yet exercised,h" iliv;t*" Option and notifies WPAHS in writing that it

is exerrcising its rlgl.tto;ruinate the ioint Venture Optiol Agreement; and (ii) all

amountsoutstanding*d"',h"LoarrAgreemenbevidencingtheobligations
associated with fifty p;; tso'zo "r,rr"-second 

Funding commihent and the

entire Third Funding [t"Jil""t *tti.t shall be accelerated and be immediately '
dueandpayabletorrignm*r<.Saidqg.*t'shallbeinadditiontoandnotin
limitation of any ofo ,*puy*"or obfjations- that wfAH! tut have in

coDnection with the lnitial'Funding bommitnent the Fourth Funding

Co-*itt*t, and the Fifth Funding Commitrnent; atrd

(B).ForpurposesofthisSection2.5,those..default(s)inanymaterialrespect
in the perfor.-." oi its obligations under the Transaction Documents" that

comprise the ,'udiHi cl1eioq u Material Defsults" shall refer to those

instances where thm individually or collectively:

('materiallybreachedormadematerialinaccumciesinanyof&e
represeniations or warranties set forth in Article 4 of this

ee,,;;"i*hiclq subject to the applicatigl ofthe Representation

e*t*lA;o; ii i.tfroo 8.1O) heieofl either in the aggreg$e b1

th"*d;-*-togrth", with' other amounts property deducted

poo.,*t io S""tiins 6'2' 6'3 and 6'4 &om the Representafion

gaskelA;o*t, ,"rott* in the termination of this Agreement by

Hieh**k aJtLaUpE parties pursuantto section 10.1(d).

IntheeverrtofaWPAHSCategorytrlvl{erialDefault,HighmElkandWPAHS
agree that the Loan G.U;;;"'yial9ine fifv.perrynt 60"/") of the Second

Funding Comnitrnent ?ni ,1" entire Thiri Fu"aing Commitment will remain

outstandinginaccordancewiththetermsthereof,"*""ptthatlffPAHswilluseits
best efforts to take all actions oecessary, and to cause tbM parties to take all

actions necessary, J r",*u the LoaT s Gr th* maximum amount thereof as

permitted una"r thu-vtaster Indenture) 
"oo"titotite 

fifty percent (50%) of the

second Funding co-mimeot and the entire Third Funding commituent as

SeniorLoansonparityundertheMaster.Indeature,includingtheexecrrtionand
delivery of one o, iJtr OUiigations under fhe Master Indenture, such security

agreements and other documents as may be necessary or appropriate' wPAHs

will have no obligaio;;;;t;v tlrat fiS percent (s0T").9f the Second Funding

commiknent that is not subject to a Loan igr"ement in ihe event of a wPAlIs

Category II Material Default'
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2.6 ConditionstotheEffectivenessofthisAgreement:Paymentof$50Million;
Execution otJoint venture option agrc.*"il .tgr""*.nt to Enter into Long Term

Contracts; Resolution of Disputes'

The effectiveness of this Agreement is conditioned uponthe foltowing concurrent acts:

(a) Hiehmark and the WPAHS Parties shall have entered into an agreement

t"l"i"t V""t*. Clptiot I l*e:,U to this Agreenrent-as Exhibit I'

pursuant to which ft;TFms Farties wili have granted to Higbmark the

,ight, ut Highmark's "piit"?tn";1"r"'v""'"* 
o8gt:?'.jo ulldte a fiftv

oercent (50%) interei in a joint utlttli*itft FAHS which will bc

'9r.e*ired * "--":?;d;t"/ 
(th"':tl*ii#i"H"J r?ltlTrilin ffi:

laioratory assets of WPAHS as are.iden

purpose of such loi"i v""t"r" 
-will 

be t- *rt " availabte cost-neutral ot

reduced cost labontory s,,uio*, in a manner consistent with applicable I.aw

and wpAHS, tu***ffiil;, t" ,rr" vryaHS parties, Higtrmark" the UPE

Parties and their td#;;;#tii"*'. The Parties agree that within one

hundred eighty ogolP;i orrn",.**i"t, or,nit Agreement they will agree

on the allocarion "f 
f;i;il; "J"" 

J"r"ribed in sectton 2'9(a) and that

Highmark wilt not te iequired t9 pal *y uaaitionut consideration upon its

exercise of the Joint venture optign io acquire said !ffy percent (507o) Joint

Venfirre interest, * tt" Parties tra*'e ffi that the consideration to be

alrocated in section ig ;"u be ,qud to a" fair market value of the fiffy

percent(50"/o)irrt"r"'ti"tn"JointVenttretoUea"quireabyHighmark'The
]oint venture option Agreement -constitutes 

;* of the Transaction

Documentsandshallprovidethatthelointventureoption-q-anfdthereunder
shall have a tefin tt ii"or*"n o upgn the execution of the Joint venture

option Agreemenr #;;G'"r,n" later of the date which is one (1) year

after the date of this Agreement or one q*attd eighty (180) days after the

date rhat tni, eer""o1;f;;r-r""*Tt*d. The Joint venture option Agreement

may also terminate ;;;;;'d** *itn 
'nJaner 

the cure period descdbed in

Segtiou 2.5(i).

TheWPAHSPartiesandHigbmarkagreethatintheeventthat&isAgreement
is terminated at any time *l fo' any refln otber than by reason of an'event

described in SectioJii' 61 C{ witl be obligated !o extend the payor-

provider contacts ,t"t ,Jir* *a ,rirU*r" tt"altf, services provided by the

WPAIIS Parties *fi;;;itv'd wra$i nnf i:1ry-1'-3j"'* of three (3)

years after tne natuJ'"ndtduies of such contracts, provided, however' that

irigf,narf and the rfrefrS p"ttfes will renegotiate the pricing and pricing

structures contaii io-so"n contracts iar 
-"r 

zuch contracts during the

extended t"rm, tnei*iteing referred to- i" ttt "Long Te.rm contracts")' In

furtherance of this'ilrirrL6i[],- *n"f*AHS Parties and Highmark agree

thatwithinthirty(30)daysaftertheeffectivedateofanl.noticeterminating
this Agreement that tley'will enter inlo gooa faith negotiatigns to furalize the

pricing and pricinj;il"#t-il; {r 'nnil 
dwing-the aforesaid tlree (3)

year extendea t"*rt*?-#ilrJrri""t rerJbo"tracts-have not been signed on

(b)
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orbeforetheexpirationofonehundredfi^'enry(120)-daysaftertheeffective
date of anv noti:;;:#i."i'g't'il*'f* ]f*:"YAt{s Parties and

Highmark ,er'., tt"i t"ltiii** ani pricing structuresd the Long Term

contracts (or of those Long Term connacts tliut huu* not been finalized) sball

besubmittedforfinalrcsolutiontoanindependentthirdpartyarbihatorwith
recognized "d;;;;;;;;-p*"ia"t "oitt*"ting' 

who shall be mutuallv

selected bv the wPAHi i*'ti"t *a High**q In t$ eylt that the wPAHs

parties and Highmark cannot "g.* 
;r such an independent third party

arbitrator, th* tffiAHS pJiZr, oo tlt" one hand, *a Hignmart' on the

otherhand,shalleachseleetap,o,p".ti""ar.bitrator.thatmeetstheabove-
describedqoutifi*,io*aadthelro.p,osp"ctivearbinatorssoehosenshall
select another independent thkd p*ty *uirutor who they detemrine meets

such q"riifi#;":"*;;' 
-*o; 

"Fu 
handle the bindins arbitation

proceeding. Til"l- iru* to be deciletl by such 
9tod. q**y arbitator will be

determiningcommercially'**o""Uf"ptl"ltgqpli"Tqstruchnesforthe
tkee (3) V.* "il,,ndJi1* 

or tn" io"g r"t* q*ttryt" (or of those Loug

Tem contacts that have not been roJi""al. ulol th9 completion of the

arbitration proceeding and the_rende;;;F"i""isionby the independent thirrd

party arbitrat*, t-n" flryefrS.P+:: *i rfigh**L will comPlete and sign the

Long Term d;;;B *tirn ,nar i"rr"oi as applicable' the pricing aud

pricing ,t o"t**, a""ided by tn" Jitatoi. Ht-iosts associated with the

arbitrationshallbeborneequallyuytr,'wpaHsParties,ontheonehand"and
Higbmark, on the other hand'

G)HigbmalkandWPAHsshallhaveresolvedallpendinglitigationandother. dispute r"rorutioo pi;G tae 
;nes"r*i"n ornispurs") between them,

including by taking the followine;4"r". (i) imneaiat"tv prior to the

exchange of signature pag-F t9 t'q1eg*t*i .F*ft transaction counsel

for the parties,'fircRltd',frU tuf. all nrJrssary action, in a manner sarisfactory

to Hiehmark #wpAHS, to votJ*ly di m;ss- wit|3reludice all claims

asserted -srt*?Ht;;;;i.- t" wpAHS v s.' Hislmark and lJ 
P Mc'No' 2-09-cv-

00480 (WDPa). WPAHS fiIthe' ugtot' ii'tn"- 
"Y*1 

that UPMC's petition

for certiorari is denied or in the evJnt that the united st*es supreme Court

rules that wpAIlS *;ti" *y fasbion continue its claitms againstgs'.i:
take zueh "",id;ihtt on" (1) day of the Dl$ct Courl reopenng

pr.oceedings fr# ;att; as nai f"G"or*y to eliminate Counts I and 1I

fromtheAmendedComplaintagainstUPMCandtoremoveallavermen8
regarding or relating to the ttl"-gg agreement .or -conspiracy 

in restaint of

rade betwe*'I1dil;k *a fprrrd; ana (ii) immediaterv prior to the

exchangeofsignatrrrepagesto.tuSes'ry-"'t-betrr'eentransactioncounsel
for the p-ori,'Uigbrirrif. and WP,{HS will execute and enter into a

settlement ageement, and Highnart *in tut " all necessary actiorr, in a

manner satisfactory to wpAlIS, to;r*turily dismiss with prejudice all

claims *r"rit'-ig;inr, WPAHS h the American Health Lawver's

Association ffii;;uit ationl c*" No. A-033010-850, regarding

outpatientoncologycharges,*r'i't'resolutionshallincludeHiehmafk's
agreementnottodisputepastpaymeo,,no,adjustongoingpaymentsfor
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disputedclaimspriortotheresolutiondateandHighmarkandWPAHSwill
take all necessary action t;".;;-; ft"* anra u ttfund of the unused portion

of 
"uJt 

Purti"s' ietainer for that fubitratioa'

(d)wPAHsshallhavereceivedc,oncutrentwiththeexecutionofthisAgreement
immediatelyavailablema,inthsainountofthesecondFunding
Commitnent'

2.7 Establishment of Perpetual Special Purpose Endowment Fund'

Highmarkwillmakeacharitablecontributionof$T5millionontheClosingDateto
establish a perpetual speciat pwpose 

""ao''o 
llt fr'o4 wttictt fund shall be disbursed as direeted

by Highmark and be ,:riu.i*i" i*-r"rrri*ti"* "t 
use and the spending policy as are set forth in

Exhibit J. rn" *,"liG pt'pt4 *^t*;*":" endSwment n'na *u be allocated as

follows: (a) $50 *i1ilIb;;"Ioi*rtiprior;;; Pennsylvania medical students enrolled in

Temple Universiry sffi;i;'*ir# "t 
wpAiid o, *v other ailoputhi" medicar schools tha'

wpAgs may affiliatewith; (b) $15 million i"t t.pptn tf *n{ereraduate 
pre-medical and health'

rerated science studies; and (c) $10 m'lion zu ripp"n or otuei treawr professionar educational

;;'"g"t;il.h ",tri"tt'$PAHs'may 
affiliate from time to time'

2.8 Ownership of Assets and Liabilities'

Immediately after the closing, the-wPAIIS Assets andliabilities (including obligations

associated withthe ffelrs r* nftnt n""et, * ryoryt Taxable Debt' and all obligations

and liabilities associated with the Plans) 
"f 

th; qb-AHS Parties will continue to be owned by aad

be obligation, or tn" wrags parties, *ii*t * 
"n*grs 

rl the ordinary coruse of business;

provided tha! the T;ft;;;ll place ,nJiltiil-i" ri*ti$ry and Provider Subsidiarv in a

position of gou"**J*J ou"rrieirt "t 
n"-ritlJ"titt to tn".YPAIIS Assets and operations of

tr," wreHS parries. The post-clost"g.dd"#;'"iwpegs Assets and liabilities of the

WPAHS parties, if any, shall conply *#"ffi;and corditions of the Master Indentue'

applicable tax requirement* *atu* *u"#tiltl1n in tlre documeng relatedto the Allegheny

Cor.nty Hospital Development euthority HJth Sytt"* Revenue Bonds (West Penn Allegleny

.Health System) S"ri"rI6Ofe and any otU", o"t"tulAi"g tax-exempt bonds issued for the benefit

of or inc'rred by any of tbe ryPAHS P;i";;; for w[ich *1 oi the wPAHS Parties is liable

(coltectivetn rt 
" 
..#iirli*-r*lJpr;oodr), as well us vrpags ra:rable Debr

Agreement on Allocation of Second F'unding Commitment

(a) Not later than one hundred eighry (180)- days;a{er the execution of this

Agreemen! Highmar-k ghall feliiu'to wpeHS a statement (the "Initial

A'ocation StatJment') that *d;b;;location,of a portion of the Second

Funding co**iro*t to tn" iot"iJ.tJ" ta" loi"t v-enture that Highmark will

have the option to acquire' *i{h th"-;;;oi"g portion of the Second Funding

Commitment being allocated * puy-""tt ilade'- to ensure the continued

financial ta-iril'y tiftn" operatiodof tn" wpegs Parties'

(b)Withinthirty(39).d1ls'.afterWPAHS'sreceiptofthelnitialAllocation
StatemengwPA}Isshattpropos"'"iign-*i*ycbangestothelnitial

2.9
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AllocationStatementorshallindicateitscancurrencetherewith.Thefailure
bvWPAHstoproposeanysuchc}.rangeortoindicateitsconcunencewithin
such 30-day period rdl b; deemed to be an indication of its concunence with

zuch Initiar aro*tioi iil;;. Highmark and wpAlls will attempt in

good faith to resolve *V Jifo*res bitrveen them with respect to the Initial

A'ocation St"t.*.nt?ffiffi;iiO) Auyr after Highmark's.rereipt of a

timely written notice of objection o' plgpoyA changa from WPAIIS and aoy

written resolution UV lt.ni'* io any disputea umount shall be final''binding'

conclusive and nonappealable for all po'po'"t Tg*qt Agreement' If

Hiehmaft and wpeiis are unable to resJlve such diferences wi&in such

time period, then J-r*"*t, *a irru"r remaining in dispute shall be

submitted UV ff:Sh-a'k ;A WPAHS to a senior tarparger at a mutually

acceptable outionu'y*riffiJ pdrp;;d"", accounting firm (the't{ertra[

Auditor.) for a d"tenoiltiln resolving such amounts and issues. Each party

agrees to execute, f t"i;;. t{ &e Neutral Auditor' a reasonable

engagement teter wrth res-i'"ct to the ietennination to bemade by theNeutal

Auditor. All fees *oT.nifi *f^;rg tq the work, if any' to be perfonned by

the Neuftat Auditor ,'nxif,"*u"#;:h"lf uy niehnadq on the one han4

and one-half bv wPffi;;-oi 
'1" "** 

n*i' Eicept as provided in the

preceding sentetrce, ;l ;\"; Lse une "*p"*"t 
incurred by Highma* and

wpAr{s io ***tilrr-Jtn resoioing *t arp* heyunfr before the

Neutal Auditoffih"u;; borne by tne qarw incurring zuch cost and expense'

The Neutal euditor siatl-i"i"*,1o" oiy ttot" issues still in dispute and may

not assign a value ,""'frj*"-lg*t* in* tn" greatest value for such item

claimed by Highmml *-Wpeff5 or less,thanthe-srnallest value for zuch item

claimed by Higbmaril;; wpAHS. rn"ry*t 
"t 

Audito'r's determination shall

be made within t"*td;"'i;;i;;)" tft* its engagemerrt oras soonthereafter

as possiblq ,ftuU Uu ,J fo'in i" u *'ttt"o tat"6"t delivered to Highmark and

WPAI{S and shall !s final, conclusive' nonappealabl" ^*d litee for all

putposes hereunder, absent manifest erro,r fnJ nitiA Allocation Statement

shall be modified, ;;ilrbfq L r"fl"ct the Neutal Auditor's witten

determination Hidmlii- *d- **l agrrce 
-tba! 

jqryt to a contrarv

n.deterofnariorr,, 1wiffi ;rr"td "i sr 
g r 3(") of thecode,. Seither 

thev nor

their Affliates will take any position in"o;isfunt with the allocations on 1te

Initial Allbcation st t--"rit oo *y rax Retum or in any audit or other

proceeding with resPect to Taxes'

ARTICLE 3

CLOSING

3.1 Closing.

Subjecttothesatisfactionorwairrerbylheapgro3fatePartyofalttheconditions
precedent ro rhe Closing specifigtl i" 4*# I ;J-A"iie 9-hereoq the consummation of the

Transaction (rhe.,elqsigg,,) shalt t k" ph*;t th";ffit;t of Buchanan Ingersoll & Rooney PC'

Iocated at one oxtord cente, 301 Grant St#,';'{it+ii;:" lt5b*sh' 
PA 1s219-1410 at 9:00

am. local time not tater &an five (5) AorioJ, JuV, after the conditiois set forlfi in Micle I and
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futicleghavebeensatisfiedorwaivedoratsuchotherdateand/oratsuchotlrerlocationasthe
parries hereto may rautually designate i" *il;(td; g.rtbg Dut.")' The Parties will endeavor

to have the Closing occur at the end of u *oJfi io' *t" of uansition' The Transaction shall be

effective for acoounting purposes a. of rZ,Oi im" pt"Ufitte.pastern Time' on the calendar day

immediately folrowine"d; itosing Date (the "E&ctive Time')'

3.2 Actions of the WPAHS Parties at the Closing'

At or before the closing and unless otherwise waived in writing by Higlmark' the

WPAHS Parties sball deliver to Highnaldtft"l"ifo*i"e duly executed by WPAHS and the

WPAHS Subsidiaries, as appropriale'

(a) The Articles of Amendment-(:t .".9tpT!le 
organizational -document) 

of

wpAlls and each WPAI{S Suusioary consisteult with the forrrs attached

hereto as Exhibit F. 'lt 
d,ly 

"*"".,t"a 
and^ otherwise in compliance with all

requirementsforfiling*it}'ih"PennsylvaniaDeparbnentofState;

o)AmendedandRestatedBylawsofWPAFl€andeachwPAHssubsidiary
to*itt"* with the fornrs attached hereto as Exhibit F;

(c) (i) A copy of a r-esolutiou dulV adoff{ly-'*- Board of Directors of WPAIIS

authorizing *a upproiiii'' rn" 'wpalls Parties' perfomrance of the

Transaction and the "**tiai* 
and delivery of this Agreement and the

documents described h;i& ;"ttined a1ftue *a i" full force and effect as of

the closing Date, by tn" uliropti"tr offieerl of W?AHS; and (ii) a copy of a '

resolution duly adopti#"d;;*rt of Directors of west Pem Allegheny

Foundation' LLC' 
""AJtiXog Tq approving Wsst Penn Allegheny

Fo'ndation, LLC's p-tf;t# oi *r. ftuot""tioo and the execution and

delivery of this eg".*;iand the documents described herein' certified as

true and in full rorr" "iJ"gf,t 
* of the closing Date, by the appropriate

"fr"I* "tw"t' 
ienn e[egbeny Foundation' LLC;

(d)(i)Acertificategr.{rarrscerti8nnetlattheconditionssetforthinSectioa
8.1 and section g.z nave be"o tutit{*a; and (ii) a ggrtificaQof west Penn

Alleglreny Foundation,;La;tftt"g that the-conditions set forlh in section

Si ;tA S'ection 8'2 bave been satisfied'

G)CertificatesofincumbenoyfortherespectiveofficersofeachWPAHSPalty
executing each doc*m#;;*ptated her"in dated as of the Closing Date;

(0 Certificates of existence and good 
'tttlq$Jot 

the e{uivalent as-available in

the applicable jurisaiciio;t;i":"h wpens partv, certified by the secretarv

of state of each entity's #te of incorporation or organization as of the most

t*"J pt""icable date prior tq the Closing Date;

G)CopiesofthcArticlesoflncorporation(orothercomparableorganizing
document) and all r;;d*""o tuir"to of each WPAH' Party' duly certified
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bythcsecfetaryofstateol.Th-enlifv'sstateofincorporationororganization
as of the *ort J""*t p'uclicabte date prior to the Closing Date;

(h)TlreopinionofthewPAHsParties,legalcounselintheformattachedas
ExhibitK;

(i)TheopinionofnationallyrecognizefbondcounseltoWPA}Is,addressedto
Higbmark *A'tt*'flpB i'J"r, 

" 
ttr" efect that the-Transaction: (i) will not

adversely affect the tax-exempt t"i*- "i 
tn"lPAtt.S' Tax-Exempt Bonds'

including *ita"tlii*Gtion, ihe eritglttlv 
-!:Tty^ 

H"spital Development

Authority Healrh system n""."* g?"0, 1W*tt Peiln 
-Allegheny 

Health

system) s"..i"* iloit-*i iiit *nIl",.r"rti*t" a default under the WPAHS

Masterlndenhue,theTrustlndenfu'osecuringtheWPAHSTax-Exempt
. Bonds or the Loan Agreement b"t*J; ,h; 

-rut"ghtoy countY H::piyl

Development e"iff""iy1"J Wfaffi 
"nt"ted 

into in connection with the

WPAHS Tax-ExemPt Bonds;

0)IntemalRevenueservicedeterminationletterssettineforththeCode-g50l(cX3)t#;;;;;'i*.iivIPAI{sandeachortr'"othercode
g 501(cx3) wpArrFrdes whigh;;ibt"d on schedple4'23. including, if

applicable, *t *tp "*tntion 
letters received by WPAI{S;

(k)Thenon-blockedpersonaffidavitsofthewPAHsPartiesasdescribedin
Section 4.18(g);

( ) The Joint Venture Opdon Agreement;

(m)TheInanAgreementF"tfl"t"'toanyportionoftheFundingCommitment
being Paid on the Closing Date;

(n)ResipationsofthemembersoftheBoardofDirectorsofWPAH$other&an
the W?AHS RePresentatives;

(o) A roster of the Perpetual wPl$s Representative D-esignees' togethet with

cerrified *ri;;;;f the pr"-closhg wP4l{s Boardof Directors approvrng

their design"il;;;;;;" *r" porit-ctosing wPAHS Board of Directors'

effective as of the Effective Time; and

(p)SuchofherinstumentsanddocrrmentsasHigbmarkandtheUPEParties
deem reasonably necessary ,o "ofri.J 

a" 
'.tit*u"tion; 

provided' that such

other instnrments or documents rnir,ii" consistent with the Parties' existing

agreements "oJ-*urn*t 
h"r".rirlrr and shall not materially alter such

agreements and covenants'
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33 Actions of I{ighmark and theUPE Parties at the Closing'

At or before the closing and unless o&erwise waived in w'iting by WPAHS' Higt[nafk

and the UPE Parties, * i"i"a ["f"rv, shall,uft"itt" following actions or defiver to the WPAHS

parties the followingdocuments, duly executliy raga**rt-*a tn" UPE Parties' if applicable:

(a)AwiretransferofimmediatelyavailablefundspaidbyHighmarktopay
*tffi#;il;;;f-ffi;dld commitment ihen due and pavable;

(b)EvidenceofawirehansferofimmediatelyavailablefundsbyHighmarkto
the perpetual special prrp""*LJ"*""tt fund referenced in section 2'71

(c)(i)AcopyofaresolutiondutyadoplgdbyFeBoardofDirectorsofHig}rmark
authorizing *a *pprouioe-ilig;;;k;r p"trotS*t" of the Transaction and the

execudon and delivery oftniJag"emenl and the documents described herein'

cerrified as true and in fuu';;;;-*d effect as of the ctosing Date by

appropriate ofEcers 
"f 

dfg1ry1tf; (i?u t:ll-"f a resolution duly adopted by

theBoardofDirectorsofurti-ur"ParentEntityrytho'oioFan|.lnrovine
ultimate parent Entity's ffi;*t*;-;dt" Transaction and the execution and

detivery of this egr""*!il*a tn" documents described herein' certified as

tnre and in tul1ior"" uoi"irilias ofthe closing D{e-by ?pPtoP,lott 
officers

of ultimate parent r*tii#iiru1;i;;t;+ ;solution dulv adopted bv the

Board of Directors of pr'oviAer bulsidiary authorizing and approving Provider

subsidiary,s p"rformuoc.JJtrrrr**action and tbe execution and delivery of

this Agreemerrt -O tnJAlru**"t" J.,*iU.l herein, certified as true and in

fullforce and effect * "irh" 
Cil;t bate by appropriate officers of Provider

SubsidiarY'

(d)(i)Acenilicateglseron*tcertifingthattheconditionssetforthinSection
9.1 and Sectioa g.z have;;-t"tthti; (ii)a certifcate of the Ultimate Parent

Entity certi*ing that th; *"aiti"* ,"i fotrn.i" Section 9'1 and 9'2 have beea

satisfied; and (iii) 
" 
#;;;;ith" Pr9{der subsidiary ce*ifving that t}re

;;fi&; ioin io s*tfi 9. I and 9.2 have been satisfied'

(e)Certificatesofincumbencyfortherysnl:tiveofficersofHiebma*andeach
UPEPadyexecutingeach-documentcontemplatedhereindatedastheClosing
Date;

(DCertificatesofexistenceandgoodstanding{ortheequivalentasavailablein' 
thtj ipplicabte jruisai.ti"ffif"ffieht"*k;a-each UPb Parly' certified bv the

. secretary of state ot-ruin'"otity', state of incorporation dated the most

practicable date prior to the Closing Date;

G)Copieso|the.Articlesoflncorporation(orothercomparableorganizing
document) and all ;;lil;;" tiereto of Higlmark and each of the UPE

parties, duly cerrifieJ #;; S*1.1tV of Sihte of each entity's state of

iffi;:.il 
il'"r**u"iaon as of the most recent practicabte date pfor to
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(h)AmendedandRestatedBylawsoftheProviderSubsidiaryintheformof
Exhibit D hereto;

(nTheopinionofHighmark,slee3lcounselandrheUPEParties'legalcounsel
in the form attached as Exhibit t; and

fi) The JointVenture Option Agreement;

(k)TheLoanAgreemerrtt}ratrelatestohnyportionoftheFundingCommitnent
being Paid on the Closing Date;

(l)IntemalReveaueservicedetermination-letterssettingfodhtheCode
g 501(cx3) tax-exempr .t";;;-Ad" s sogt"lp) supporting organization

statusoftheUltirnateParentEntityandProviderSubsidiary;

(m)ArosterofNon-PerpetrralWPAHSRepres:ntativeDesignees,togetherwith
serrified resolutions "f 

th* uil;;; p*i"t lntitv Board of Directors electing

sueh individuals to serve ;;;;rr-closing wpans Board of Directors'

effe*ive as oftheEffectiveTime; and

(n)Suchotherinstrumentsanddocumentsas.theWPAI{SPartiesdeem
. reasonably necessary to ,"ilir"L*tn rinrylon; provided, that zuch other

instruments or documents iuat rc consistent *ia tne Parties' existing

agreements *d "oo"n*i 
teuooer and sha1l not materially alter such

agreements and cwenants'

3A AdditionalActs.

From time to time after the closing each wpAHS Pafy shall execute and deliver such'

other instruments of kassfer and conveyanct, il ut" 1"t1"m!l 
actions as Higbmark or any of

the UPE Parties may reasonably requesf t";;J;" the Transaction' subjert to the terrns and

conditions of the Agreement'

ARTICLE 4

REPRESENTATIONS er.rn wainarr"rrus oF TIIE WPAHS PARTIES

As of the date hereof and as of the closing Date (except to the extent any of the following

refers to any other specific date), WPAHit*i** *a'i'"o*ts to Higbmark and the UPE

parties rhat it has made all due inquiry * "f 
;ff;;;i"*"g and will make all due inquirv as of

the closing Daie, as required to make ,h::d;;;ions and wananties set forth in this Article

4 0n behalf or ierrr u;ii;"-oti., rupans i**r"r. 
-io*irt 

"t 
therewith, WPAHS on behalf of

itself and &e WPAIIS Parties represents *i...it*" to Highmmk and the UPE Parties as

follows:

4.L Organization;CaPacifY'

a corporation or limited liability company duly organized and

;H;;J;r the Laws of the state of its incorporation orEach WPAHS Parry is

validly exisring and in good
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organization. Each WPAHS Parfy is duly authorized, qualified to do business and in good

standing under all uppfi.uUf" Laws of *y G;;;;ntat tutUo4ty having julisdiction over the

Business and to own its propefties ana conau"t its business in the place and manner now

conducted. WPAHS has the requisite po*., *J uotnority in its own name and on behalf of the

other WPAHS farties to 
"nt* 

into tttit e.gt**rot *A a[ other asreements and documents to

which the WpAHS Parties will become ;;thereunder gl io !*{ry their obligations

hereunder and thereunder. The executio" Itt?'a"Uvery Uy WPAHS of this Agreement and

documents described herein to which it is ;parb', tle q9if91nan3e by each WPAHS Party of its

obligations under the Agreement *a ao.#Jti a"r"iura herein towhich it is a party and the

consummation by .udrffinl,s Pary of 
'tit"t it*tJion and documents described berein to

which it is a party, as applicable, t.o" tri-auiy *g-y,riarr authorized and approved by all

necessary corpofate *tiJ#". tfr" part ofeach WpeHS Parly, none of uihich actions have been

modified or r"scinAed-aoJ al of which actioas remain in fulI force and effect

4.2 AuthoritY;Noncontravention'

The execution, delivery and performance of the Agreement and each sfts1 ftnnsaction

Docr:urent by each WPAHS Party thereto *d ;" ;;*t[""tiott by each WPAHS Party of the

Transaction, as aPPlicable:

(a)arewithinsuchWPAHsParty'sqoweT.andarenotincontaventionor. violation of the ,"rro, o1 il'',.ttii;t of incorporation or bylaws or other

comparableorganizationi;;;;;ofzuchwpegsPartyandhavebeen
aproved by all requisite corpomte action;

(b) except as set forth on schelul: t3ft)'-9::: require &at anv WPAHS Parv

seek or obtain *y lpp*ua-.r-rttiog or registration with' the issuance of any

p;;;bn ;, *"ri" il;ti"e to, any Governmental Authority; and

(c) assuming the Approvals and Perslits set forth on schedule 4'?(b) are obtained

. will not conflict i" d;;";; *rpect with, or-result I Ty violation of or

default 
'nder 

(with ot *itnoJ *tice or lapse of time or both), or give rise to a

risht of termination, 
';;ild;", 

u"""l"tutioo or augmentation of any

"'ffi#t;ilT"rrlr""*"i#Jrcl"nt 
under, or res'lt inthe creation of anv

material Encumbraace i"th"; ,h* Permitted dncumbrances) upon any of the

wpAHS Assets *arr di "*""p, 
* rrt forth on sehedute 4'2(c), any conhact

insbrrment,indenture,-*venant,orunderstandingtowhichanyofthe
wpAHS parties i- " 

pfr, 
'* 

tii) assumi4g the Approvals and Permits set

forrh on scheaure +.zrui#i otti.a, any_order or Law applicable to any of

the WPAHS Assets o' 6 *ni"n a WPAHS Parly may be subject'

4.3 Subsidiaries;Minoritylnterests'

Except as set fortb on schedule 4.3. no WPAHS. Parly directly owns any equity,

membership or similar interest in, or anyffilrest convertible into or exchaageable or exeroisable

for any equity, membership or similar interest b, mY corporation' partnerihip' limited liability

company, joint ventr.:re o, ith., U*irr"rs ,rsoci#o1 ot entity other than publicly taded equities
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or other equity intercsts held.solely for investment' Except as-set forth in $cbedule 4'3' each

interest set forth on schedule 4.3 i, o*"J'iv tna wrf$ P*ty free and clear of all

Encumbrances except 6""itt-e E""u*ur*l*,-it aory- authorized' validly existing and non-

assessable, and is not tuU.ioito any preemptive or subscriptive riglrts'

4.4 No Outstanding Rights'

Except as set fortb in qchgdulq,{4- there are no Contracts involving annual payments of

$900,000 or more * 
", 

t"*;WPAHS P**V tftui p*uide3nf o-utstandine rig[ts (including any

rigbt of first refusal)'o, 
"prin"r, 

o,. otn"#r" *i* *t Person any current or future right'to

requirc a wpAHS parfy to lell or transfer to sucf, person or to any third patty any interest in any

of the WPAHS Assets.

45 Titte; SufficiencY of Assets'

ScheduleR-lsetsforthatrue'completeandcgnect.listofeachWPAHsParty,and
Schedule 4.5 sets for11, a true, complet"iiJt*""t list of the prope*ies owtred' leased or

operated by such Wp;d P.rV E""h WpaffS p*ry U"fOt-g:oa tiUt to all tangible assets aad

valid title to all intangible assets i""l"dJ-i" G'i WeAH-S. Assets' free and clear of all

Encumbraaces, except tne penaitt a go"u*i;""" fn" g-{PAI{S Assets' together with such

olher assets which ui" wre's parties #;;;rly *tit"a t^o use by contract or otherwise'

cousist of all the asseb necessary to operate ;;filua"quutu for the purposes of operating the

Business inrUe manrJior^,ti"nitn^i""i-op"tJ-C ingfuiine yitho* limitation' the operation

of rhe wesr penn campus of rhe w"rt"* i;;tilania Hoipitar as a firlry operational acute

care, medical / surgical hospital. fo, purplrJ;frlt Section i'5' th* WPAHS Assets shall not

include WpAI{S 1o1"11oJffiPiopuay,'*nich is addressed in Section 4'1'tt'

4.6 Binding Agreement'

This Agreement and all other Transaetion Documents will constitute the valid and legally

binding obligalions;th;wpAI{S p.tt#;;-*a *itt be enforceable against them in

accordance with the respective terms 1*J ot thereof, except as enforceability may be

resticte4 limited or delayed ty uppU*tfJTJ*topt"y o' o6tl Laws affecting creditors' rights

generally and except ;;tk";;biiity m"v u" t"bd*; general principles of equity'

4.7 Financial Information'

InthewPAHsDueDiligdncelnformation,thewPAHsPartieshave
provided to Highmark "; 

,f," upE parties copies of the following financial

stat€men* and financi; bform1ttoo :l P: 
-wPgs,^t*::,(:i*il-"Y;

(a)

i,rfffiilJi;effi-;th th" financial tuformation delivered pursuant to
rit t-c^*oliantt\.

Section 6.9, the

(i) the audited consolidated balance sheets' statements of operation"

statementsofchangesinnetassets,lndstatementsofcashflow(including
theaccompanyrneconsolidatingschedulesofbalancesheetinformation
asd statement';?fit"ti"" info-mration) as of'- Pd f9: tlre trrelve-month

periods ended l*"'iO'ioo8, June 30' 2b09 and June 30' 2010; and
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(il)theunauditedconsolidatedba|ancesheet(irrciudiugtheaccomPanyng
consolidaring schedutes ;;;h""* sheet infonnatioa) and unaudited

consolidated statement of operations (including the accompanymg

consolidating sehedules # url*."rc* of operation infonnation) for the

tben-current fiscal period ;"dd; ft:l1st day of the month closest in

ti*; ;rhg ;ate of ttis Agreemen:t (the "Balerce'he€t-pats")'

ForpurposesofthisAgreement,asoftheClosi:rgDate,theterm"WPAHS
Historical Finalcial lnformationl'lu.u i*uae in-addition to the above, all

finansiat statements comparable to tho; refere,'bed in SectioDs a'7(aXi)-(ii] that

have beenprepared by o, on n"uJtorG WPAHS Parties during the period from

the date ofinit A'gtt"*ent through the Closing Date'

(b)TheWPAHSHisloricalFinanciallnformationistrue,correctandcompletein
all material respects *d frid;;no the-consolidated financial position of

the wpAH$ parties as or du i*$p""tive dates thereof and the consolidated

results of the operations 
"f'th"-ivPAHS 

Parties 6d shanges il financral

poritioo io, tr,"^respective perioas 
"o.rer.a 

thaeby in all material respects'

The consolidated financial ttaiments ineluded in the WPAHS Historical

Financial Information f'a"" UJn pteptt"U f fry*ance with GAAP' applied

on a consistent basis tlr""gh"J t"'perio{s_i$icatea (subject 
-in 

the case of

the unaudited wpAHS UistoJ;iinu""ial Informa.tion, to the absence of

,rot"rlof y.-*oJ audit adjuGnts the effects of whicb are not material to

the wpAHS parties), *d *;;;;o"tt" information csntained inthebooks

and records of the WPAHS PJies. Except as otherwise refercnced on

Schedule 4'7(b), the WPAHJputtio t'uu" norcbanged anf accogrt[g Plicy

or methodology during til;;d" presented:.Tr the WPAHS Historical

Financial Information ti"cr"atg acc"*,iog policies and methodologies for

d"t",*ioiogtheobsoiescenceofinventoryorincalculatingresetvss'
incfuaing:Isew"s fo' uncollected accormts receivable)'

(c)Exceptfor(i)tiatilitil..reflectedinthe.'ilP4HsHistoricalFinancial
I'f";ti;;"iitiilliabilitiesthatwereincurredaftertheBalaneeSheetDate
in the ordinary course oru;oos, o. wratls Parties have no liabilities of

any nature, whether t**ti""U*f"" Ixe4 contingen! liquirlatd

unf iquiaat"d, recorde{ unrecorde4 known' rrnknown or otherwise'

4.8 Permitg and APProvals.

All Facilities, including all pharmacies,laboratories and all lther 
depzuqen11P"*l"

such Faciliti"* o. op.roira]i the'benefit of 2"n Facitities, operated by the wPAHs Parties

bave in place and op"r"t" io accordance *ith th;t;P"t i'* *ahpprovals that are identified on

Sehedule 4.8 (tt" "vrut?riJ Li""os"r1 -d;'futii"tot"A !r $ upptpriafe Govemmental

Authorities *iA 3*irffiro ouo 16" Material ili""*tt' n tn" WPAHS Due Diligance

Information, the WPAHS Parties have providJ* 
"t"u-t" 

and complete list and/or copies of all

Material Licenses owned or held by rhe wrenii,rqi*. rn*xfYS Parties and the WPAHS

Assets, as applicablg ; ;h"*een for the last three years, in compliance with the terms of
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such Material Licenses. There ale no provisions in, or agreemerrts relating to, any Material

Licenses rhar preclude 
", 

rmit trr" wpaHs p#;;fi';ilpeiating the Facilities and the wPAHs

Assets and carrying oo n*i""" as cunently conducted'- Exceptq set foflh on Schsdule 4'8"

rhere is no pending 
"r, 

;;;K""wledge "ftryPAgi;tf".u'*9q 
Proceeding to revoke' cancel'

rescind" suspend, restrict, modify, 9.' '"ry to 1";;; Mttett"l If*t 
owned or held by the

WPAIIS parties (th";;ir;;".aiog not io"iuJiog.'o"tin" 1rr1,"v:.; 
and all Material Licenses

are now, and as of the closing shall be, u**rti"ira, in good standing, in fulL force and'effect

and, not subject ,o *"*orioL challenge. i;;;'wPfus Due Diligence Information' the

W'AHS Parties nr"" iJ'i"*JL Uighrnu,t oi'A" Upg Parties acc'rate-and complete copies of

all survey reports, a"i,ti"tw ."q""{ 4*'. oi;;ffi;' -d-r"lat"d conespondence received

bv the wp-AHs pa*ies or the Faciliti", ,io""'iJv i, iooq in connectiou with the Material

ii;;;* owned or held bv the W?AHS Parties'

4.9 Accreditation.

InthewPAHsDueDiligencelnformation,tnewr$ls.Partiesbavepmvided(a)an
accurate and comptete-fit-;t;; *pi", orii#Liur u*oailutions and certifications held bv

the W?AH$ parries ;J rl," Facitities; # (bG;tT of &"-Hotpitals' n0ost recent Joint

corrmission accreditation reports *a -ry- rijortr, documenc' or correspondence relating

thereto. Exc.ept * ;;;o|tr'oo S"n"Arrf" i.d.-tn" ffospiufs. are dulv accredited' with all

requirements O, i-p.orr"*"ot t"ffi[, Uffi l"i"t Cot"iittion' Siace the date of the most

recent Jcint Commission survey, neither- th" \frAH]Parties' no-r thc Hospitals' have made aty

changes in poliey or operations that would **" Glfospitals to lose sueh accreditations'

4.10 GovernmentProgramParticipation;Reimbursement'

Except as set forth on Schedule 4'10:

(a)TheFacilitiesarecertifiedorotherwisequaliliedforparticipationinthe
cou"*m**t*il;;;;*ni"n trr"J *"nirtti"ipate aud have current and

validproviderag5eemeatswifhtuchPrograms,asappropriate(the,oBrogEglg
Agreements )' The YPAHS. 

nu" Oiiii*t" H:1$": contains accurate

and completJ 'opio 
of all such frogram-egreene$s -a{1 3 

list of all National

provider rd;ffiffi;ffi;i!'1;*uI" of the *PAHS Paties and the

Facilities under the Govemment i,;;sr-r. The Facilities are in material

**ptiunce tthG *oaimns ofpafrcipation in the Govemment ?rograms

in which ,il;;;p*i"iput", tnji"tri, conditiol's..and Prgyilions oi the

program d;;;; alr appacable i"# aoa the billing gtridelines of anv

private *ffi;;-p-"i";, *irli *nirn lhey contract' The Provider

Agteements are each in frrll force and effect'

(b) No WPAt{s Party has rcceived notice of any Pmceeding and' to the

Knowledgc"oi;dA'S, * *gn Bi""*ahe ii titreatened, involving the

Facilities, participation in any ortn" aluu**"nt Programs or any other third

PartY PaYor Prograrls'
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(c)TheWPAHsPartieshavetimelyfiledallrelurlgdcostreportsforallfiscal
vears rhrough and including t#'dt;;; "nii tu:* 30' 2-009' and eopies of

all cost reports filed by * #u""tiu'"i*"n Facilitv since 2006 have been

provided to HighEart o, tu. i-rrililti.t. to tu" lkrtwledge of WPAHS' all

cost reports accurately *u ";t;;;r 
t-q-"lltlinformation required to be

inctudedtherein.TotheK#I#;;.#wpags.(i)theWPAHSPartieshave
established adequate rot'v"' io cover any poit'ot9l' t"i*t-Tt:f:*

ourielti;th"i-m" wrAHs ri*i"t have reasonto anticinate in respect ot any

cost reports; and (ii) 
'u"u 'Ll*lt'Ju""'**ly 

set forth in rhe WPAIIS

I{istorical Financi al information'

4.11 RegutatorY ComPliance'

Except as identified in Schedute 4' 1 I ' for the prior trvo (2) years:

(a)NeithertheWPAHsPartiesnorlhelacilitiesnor.totheKrrowledgeof
wpAIlS, any of tn"i' '"rp."tiiJ-oG*, 

or directors (in the course of their

duties for the WPAHS P;;;t' hayl'teq conlicted of or charged with

conduct that would 
"oo'titt'tu'u 

Medicar!'9l'oq"r Federal Health Care

Program (as defined in 42 U.3b'i iizo"+Ol1Ol related offense or convicted

of or charged with a "iild; 
*i iJ8* related to frarr4 theft'

embezzlernen!breachttniJtii"W'it"tt"tks'bribes'otherfinancial
misconduct,obs8uctionor*i,,u"ttieationorcontroiledzubstances.Neither
the WPAIIS Parties' oo' tnt Facilities' ool T{ officer or director of the

WPAHSPartieso,ru"it#,",il"ffi'*uagfromparticipatinginany
GoVemnent Plogram',otj,"i tn *u*tio" puf.!ryt to 42 U.S.c. $ 1320a-7a or

g 1320a-g or been coovi"ti"oi*" "rft"G"tit 
d at42U'S'C' $ 1320a-7b' or'

totheextentthatanysuchnm"",ordirectorwasorstrallhavebeenidentified
asbavingbeenexcluded';;;;-*ittn"*"inanvFederalHealthcarc
programs, the WPAHS Pi;;;" ao; ail remediat action required bv and

in c-ompliance rvith applicable Law'

(b) The WPAHS Parties' the-Facilities and the ]PAHS Assets have been and are

pr*rnttv;at*i"'iur;t*"gJT'IT""withallapplicableLaw'
b"ill#s 

*ti# 
frm';d,; $ociar security Act, 42 u.s.c' $ $ 1 3e5- I 3eshhh

(dre Medicare statute)' #ff;i.!t*gf"ft1|: Ethics in Patient Referrals

Act' as amended C'W!u"f'"+z U'S'C' $ ifgSt*; Title XD( of &e Social

security A& 42U.S.C. $tiiili3fi;Gh" \ledicaid 
statute); the Federal

Heatth Care prosarn A"i-Klffia;;.i",.ttt'g U.S'C' $ i320a-7b(b); the

FalseclaimsActas'*;lA:;utq'gtjf3729-3733;theProgramFraud
civil Remedies Act, il u.i.tosiitii-tsi/; a* Anti-Kickback Act of 1986'

4l u.s.c. $g 5l-5g; ,n" ciiiiiri""r""ty Peoatties Law,42 U's'c' $$ 1320a-7a

and|320a-7b;thegxdus#;;;;au.s.C.$1320a-7;IuformationPrivacy
orSecurityLaws;and*v1"i'.*pg"diig.statestatutesandapplicable
implementing regulations tillt iGtt tn" zubject matter of the foregoing'
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(c) Neither the WPAHS Parties, nor the Facilities' have received any written

communication fi.om "-a;;;;otu 
arrtrto"tv or commercial payor that

alleges the Facilities o"f'! Wpegs Atl*F3" not in material compliance

with any Law, otlrer ;;;;#; ora"a"i"o"ies from a Govemmental

Authority received it tnfi'ni"lty;;" of business or non-material findings

resulting from routine ;;Iand;; audits or reviews conducted by contactors

of Medicare or Medicaid'

To the Knowledge of the WPAHS Parties'.all of the WPAHS Parties' and the

Facilities' cnntracts *iffdy"ti#' "a* 
ryln care providers' or inmediate

family members of any pily'i"i*' or other neJtfr care providers or entities in

which physici*r, ott'o"#d'il;;;;ilT' or immediate ftmiiY members

of any physicians "' 
J#ii;th #; providers are equity owners'involving

services, supplies, p"VJ""t" * if"F* ?pe 
of remuneration' and an of the

WPAHS Parties' *a'tft" fu"ilities' leases oi p"ttonai or real properly witb

such physicians, n"atf,#e pfoviders' immediate family members or entities

are in materiur *-priuff#tnirr lbift"ue Laws' and when required bv

such applicable Laws, are in writing, are siped by the appropriate Parties' set

forth the services t;';t""tdet and ptouia" for i fair market value

;;;;d; io"*"u^g" il*"h services' space' orgoods'

TotheKnowledgeoftheWPAllsParties'noneoftheWPA}ISParties'the
Facilities, or ary oi tt itPAHS r*ti**]. offioo' directors' or managing

employees, noo" "offi il;ild;i"- th"t are probibited under 42 U'S'C'

$$ l320aA et seq'' oitU"i"g1'tutions promulgated thereunder' ortnder any

other federal o, stutt ;;;;; '"goruuo*] 
or uAich are prohibited by

fficable rules of professional conduct

The WPAHS Parties have providea jo $elmark 
o1 llYli^l** 

*
accwate and complet";;;y;i eagn r3c-iliw's current compliance prograrn

materiats * ,"no*rd-ffign-.rt and the.'uPg Parties in the due rliligence

request list of l*" ie, zOli. tf t-3ig$J' The WPAHS Parties and the

Facilities have condu't"a *ii' operations in atl material respects in

accordance witU tleir respective *'pliuoc" orograrns- No WPAIIS ?a:ty (i)

is a parry to a corporareinteenty egreemenf wio the oIG; (ii) has reporting

obligations purru*' * *f. ttittltq"-"t ageement entered into with any

Governmental Arrthority; (iii) to the Knowiedge of 'Ae.'Wf$l-l*o' 
*

been the subject or *v ciG*.rnt Program lnvestigarion conducted by any

federal or state ""f"'"t"*;il "g"i"yi*'I"cluding 
routine or ro'9oP surveys'

audits or reviews which do not o' 
'"u'ooubtv 

tnoUA not result in findings

materially adverse ,Jtn""Ji"tli wrngs ptfy); (iv) has been a defendant in

any qui tam/False ffi'#;iiag"*" (oth;;'th* bv reason'of a sealed

complaint of which the WPAHS Partv mav-nuu" * F"y-g::l; 
or (v) has

. been sewed with or received any '-ry"h 
warran! zubpoena' or civii

investigation ar*i'Uy ;;ft". any,federal of state enforcement agency

(except in coru,ectioJwi',e rnedical services providcd to third-parties who may

be defsndant, o. * subject of investigati":o. i"t" conduct unrelated to the

(d)

(e)

(0
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Business)'ForpurposesofthisAgreement,th-".t"P..complianceprogtanr''
refers to provider progrurnr'Ji tt E ,yp. described in compliance guidance

Published bY thc OIG'

4.12 Information Privacy and Security Compliance'

InthewPAHsDueDiligencelnfonnation,thewPllsPartieshaveprovidedto
Highmark or rhe UFE par*i; ur#"t" *a 

""rnpi"r" 
conles^of q-lomlliance policies and/or

procedures *O priuu"y ootir*, oi*" facititi*t-.Jfutiog to lntormation Privacy or Security Laws

as requested in the due fi;;;;-qt";t list of Juns 28' 2011 (as amended)

4.13 Medical Stafffvlatters.

TheWPAHSPartieshavemadeavailabletotlighmar{PdtheUPEPartiestrue,conect
and complete copies of the bylaws and n{e.s *i *guluions of the medical staffof the Facilities'

as well as a list of all cunenimembers tf tnt ei"iiititt; t"Atuf s! fs to the extent requested by

Hiebmark and the UpE P*ti;; in the due AfiJ"lt* i.q,"s! list o^f.June 28' 2011 (as anended)'

Except as ser fortb 
"" i;;i;;:[. {-"ait7i-tt"f members of the Facilities have resigned or

had their privit"go ,"nffii;;;;t:nded since the Balance Sheet Date.

4.14 IntetlectualProPertY.

Except as disclosed in the WPAHS Due Diligence Inforrnation' the WPAHS Parties oun:"

or will owrL or are iicensed or will be licensedor ofrer'wise possess or will possess all necessary

riglts to use; all of the WPAHS Intellectual Property'

(a)TotheKnowledgeofthewPAHsParties,thereisnormauthorizedusen
disclosure, infringeme* o' mfupropriatiol of any material WPAHS

' Intellectual Properly tgntt 
"f 

*V fibafuS Pafyi any tade 9e-cret 
material to

anyWPAHSParty,or*v*",hJnt"u."t.'a*noper|ydstofanythird
pa*y to the exteni lit*ti Ut tt t1t"en any'WPAHS Party' by any third

d'ffiff;;;;;fu; "' rlg;::-.provec of anv WPAHS Partv'

relating in any way ro 
-r"y;th; 

wpnHS gtt"e. Except as provided ou

schedule 4.14fa) none or'til wpags prties-owes any royalties or other

payments to a tbird party in excess of $900$00 annually for the use of any

. 
Intellectual property rights?"ot in ruaiog off-the-shelf licenses of softr*'are)'

(b)ExceptasdisclosedintheWPAllsDueDiligencelnformation'noWPAHS
Party has any patents""giJ"J trademarks' registered service marks or

registercd copyrights ,"r"t"E'to *ti oittg wlaHS Assets. Except as set forth

oo"s;eilot#d@, oo vweHs'Party has been served with process in any

Proceedingthatinvolves""t"i-ofir,ftingemen!ofanypatents,trademarks,
servicemmfrs,copynghtso'-oiotutio"ofanyrradesecretorotherproprietary
rightofanythirdparty.rorl"r"o*ledgeofWPAHs,theBusinessdoesnot
t"fi1";;;y-r""iir"drrl ;;;* lj ottl; *ilectual 

Properry of anv third

party. Except as set r"ttn 
"i'$nCIUega@' 

no WPAIIS Party has brought

#p;.e-J;g r* i"ti"g"*""t "t 
l"t"tt*tr"t Properly or breach of anv
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licenseorConhactinvolvingwPAHslntellec.tuaiPropertyagainstanythitd
party.

,{.15 lVlaterialContracts.

Schedute4.l5.includesacompleteandaccuratelistofthoseContactsthai(i)areentered
into with a physician or doctor of ost"ofuthic medicine :i-.Ty 

other pa:ly which to the

Krrowledge of wpAHS i, or*"a in rvholJor in part by aphysician or doctor of osteopathic

medicine, and involve the payment g, Ig""tpt .i'" U*J 
'"1*y 

or fee of more tharr $500'000

annually (including, for purposes of.this $ectr"" +Ljtil oniy, employment or indepeudent

e,ontracts which may otherwise constitut" i*"Jn-ptogtam ani-Agriements aod therefore be

othenrise exempt fronthe defiuition "f 
C";;;tai) "-o"ntain:y, 

res'-trictive covenant' change of

contol or other contact provision that would t igg.. any modification or termination of the

Contact or rhat require cotrsent ftom or notio io *,itttita i'ry^q the Conhact as a result of the

Transaction and invotve the payment * ,;;;;#";" @ $600'000 annually' (iii) involve the

pa)'ment or receipt "i;; 
i; $900,000 u*uuffy and have a remaining term of tkee (3) years

or more, and/or (rv) create rights or obligadons between ot among any of the vrcAry Parties or

between or among any of the ryPAHS p$t* *a wparrS AffiIiates that involve the payment

or receipt of more than $900,000 annualy.frt E*m"" J*crited in Section a'ls(i)-(iv) above

are collectivetv ,"r"n,Jlo n"*in as the"GifrSnnutlt');. snbddu-S identifies with

resFect to each Mu;l;-C;ot*t upporiofffio 1lg applicable criteria noted in Section

4.15(i)-(iv) above that requires -listing-€;'&AggGilS 
ihe date and title of the Material

contract and the parties thereto. ro tn" ffi Inforrnation, the wpArIS Parties

havs delivered or otherwise made availabi" l" lrigt *[ accurate and complete'copies of all

Conhacts requested ir-tn"-arJUigence d;;id; by Highmark on or about June 28' 2011' as

amended (the..Beqgestedgsr@lq'f *ifi;[[;.t:,"d flonnacts constitr*e valid and legally

binding obligations of the parties tlt:;, ;--"ii**"ute in accordance with their te'nns'

constihrte the entire agreement by and b;; th" t"tptttiug narties thereto with respect to the

zubjects addressed thlreto and are oo* it i]ii;;;; ;d "trtfu' 
In addition to the foregoing'

except as otherwise specificallydisclosed i" tf," WpeffS Due Diligence Infornration:

(a) Each WPAI{S Pa:tv and' to O" Foylidge of WPAIIS Parties' each other

p*ty to .u"u Matedal cil; is in full compliance with the material terms

of the applicable Material Contuact

(b)ThecompletionoftheTransactionwillnotresultinanypenalty'premiumor
variation of the rigfrts, ,.ri}i*iG""ntr or obligations 9f lnlnarr under any

of the Material ct"d;;;6;ioi tttott Material coirhacts listed on

scG;;' itunder headine (ii) thereof;

(c)TheWPAHsPartieshavenotgivenor.receivedanycorrespondenceorother
written notice *itn ,oprJt;;;;;rt, uu:ud or potential violatiort breach

ordefaulttmderoranydemandforrenegotiutiooo'teiminationwithrespect
to any Material Contract;

(d)ExeeptaslistedonSphedule'1.15!0,noMaterialContactcontainsanyG)
non-competitior, ,"rt iffi 1ii; t"ke-or-pay arrangement or (iii) other term
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that,inthecaseof(i)'(ii)or(iii)''requres.theBusinesstodealexclusively
withaparticularpartywith,,,p".itoparticulargoodsorservices;and

G)EachMaterialContractwasenteredintointheordiuarycoulseofbusiness
and without the commission of any act, ?, 

any consideration having been paid

* p*"'i**a' which is or would Ue in viotation of any Law

4.16 PersonalProperty'

InthewPAHsDueDiligencelnformation,WPAHsbasprovidedalistofthePersonal
properry as or the d;; in"i' pu" #ffi,.io'tn; e";t:-uS; 

of *PAHS' is accurate and

complete. wpAHS Jiu pr""ia" an updatJ tist of the personal property within ten (10) days

prior to the Closing ffiffiil1o,rr" r"ttir"ii" "rwegS'rrill 
be accurate and complete'

A1l personal Property is in adequat* op.*tiogtTaition and repair' except for ordinary wear aad

tear. As of the closing, all personal rr"p##iil;;;d ilear of Encumbrances' otherthaa

tbe Permitted Encumbrances'

4.17 NoBrokers i F r-- ^-

TheWPAHsPartieshavenoliabilityofanykindtoanybroker,finderoragentwith
respect to the Tralsaction'

4.18 Real ProPertY'

(a}Sc.hedule4.19(a)setsfort}ratrueandgonect(andtotheKnowledgeofthe
wpAHS parties, ,o*pt"ri rir, 

"r 
the addresses of each parcel of owned Real

Properlyandall*"t,o*',ejil"ipi"p"'.)'il.gwnedbythewPAHsPartiesfree
andclearofa]lEncrrmbr*'''"*'"prorpirmittedEncumbrances.

(b)sghedule4.1!(b)setsforthatrueandcongc!(andtotheKrrowledgeofthe
wPA}Is Parties, .o-pr"t.'*.iJp]i," ,,, ronn-*the document identified as the

reat estate exceprions bg;tj};S *tl iU" yleegS po" Diligence Information)

. listof the addrsses orar oitiiJ r,*t"a Reat Property and identifies each Tenant

Lease under which ,u"1, 
-il"""d 

Real Propettv it- occupied or used by any

WPAHSPady,includingtn,ax""rananag;ofeachortn"partiestosuch
, Tenant Lease. A wpAHS;;;;i; e"oa r""ttnoH title to each parcel of the

Leased ReaI ProPertY'

(c)$chedulea.lg(p)setsforthatueandcorrgc|(andtotheKnowledgeofthe
wpAIIS parties, 

"o*pr",J^"iJo** 
r" rogi*the docume'nt identified as the

real estate exceptions bg fi;H; ti-ln* wpags Due Diligence Information)

tisr of all exisring Third i"rtyii""rl ioUoaiog the following information with

respect to each: (i) ,r" pr#3"#;;;d;itt rh""du,"; (iii) the name or the record

tenan! licensee o' ot"up*i; Gv) tle 
"oo'm"no"*"ttt 

date and (v) either the

"tpi*tio" 
date or its status as a month-to-month tenancy'

(d)ln&edocumentidentifiedastherealestate-exceptioaslogprovidedwiththe
wpAHS Due Diligenc" i"f;;;, WPAIIS has provided a true and conect
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(e)

(andtotheKnowledgeoftheWP-AHSParties,complete)listofincompleteor
uncertaininformationinrespectoftheRealp'op*'tv.r*::plas.setforlhinthe
documentidentifiedastherealestateexc"ptionslogprovidedryiththeWPAHS
DueDiligenc"ftfoonuti*,ttttWpgHspartieshaveprovidedintheWPAHS
Due Diligenc" lrrior*utio" accurate and complete copies of the Tenant Leases

and Third Party Leases, in each case-as *ttod"a ot otht"wit" modified and in

"f."t, 
tog.th"t;th any extension notices' as applicable'

The WPAHS Parties have not received notice ftom any Govemmental

Authority of (and otrrrriilJ";;;" "; 
rnowtedgeof): (i) any pending or threatened

condemnatioo prur.jingJ #*tr"g the ReJ property, or {ry part thereof; or

(ii) any material oioiutii* of aJy Laws (including zoning and la$d use

ordinances) witn r"spect to the Real Property, or *y part thereof, which have not

heretofore been cured.

ExceptasprovidedinthewPAHsDueDiligencelnformation,attheClosing
there will be no incorftr"t" ,o*tu*ionprojects affecting the Real Property'

NoWPAHSPaT|yis,norwillbecome,a.PersonwithwhomU.S.personsare
resrieted from doing'#;;;;ilregulations of the office of Foreign Asset

Confrol (*OFAC-) 
"'t-tn" 

Uoi"d States Deparhnent of the Treasury (including

thobe named on Ofe-Cf-tn"t*t Designatft and Blocked Persons list) or under

any sfatntg 
"*."o,iuJ 

bri* ti"lfgai"f Executive Order November 13224 on

Tenorism Financing] ;il;; FtptJ*utt 24' 20al)' or the United and

sbsnethening emerit lr et"4a1*.T"ltt nequirea to Intercept and Obsffuct

Terrorism ect orzooilri.h. iiei, pittic l,aw ttiz-so, or any 
-orfer 

governmental

action.- Arthe closine, ;;;h wpAHS l*ry shall execute and.deliver to Highmark

and the UrE parties-?ffidavits certifring that it is not a "blocked person-'under

Executive ofier r3zil*h;h;; Jrnfr u" acceptabre to Higlmark and the UPB

Parties..

ExceptasprovidedinthewPAHsDueDiligencelnformation'theWPAHS
. parries have no IAr";;; m1t*V bnokerage or_leasins commissions or othe:

compensatioo *" a*'o-r-iuvaule t1 anr perso:n with respect to, or on account of'

any Tenant Lease, *y niii g*q, Lease or any extensions or renewals thereof'

Except asprovided in the WPAHS Duc Diligence tr"p"I:l' to the lfuowledge

of the WPAIIS ra*ies, arr impro.vements, i*l.,ding alt utilities which are a part

of the Reat propffi;;b'*" SUrtu"tiufff 
lompleted.and installed in

accordance witn ur"-pf"* La sp""incatioos "plt-*& 
by the Governmental

au&oti itt having jurisdiction, to the extent applicable'

ExceptassetforthinSchedule4.ll$).totheKnowledgeofthewPAHsParties,
no wpAHS p-ty nas?."iu"a witten notice ftoq,l any Governmental Authority

. that the improvements which are a part of the Real itroperty' as designed and

constructed, ao noi^"o*piy *irt utt lu*r appticable thereto, including but not

(D

G)

(h)

(t

c)
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. limited to the Arnericans with Disabilities Act, as amended' and $ 50a of the

Rehabilitation Act of I 973'

(k) Except as provided in the YPAHS 
Due Diligence Infonnatioru to the Knowledge

ofthewPAHsParlies,nowpagsPartyhasreceivedwrittennoticeftomany
Governmental Authority that the location, construction' occuPancy' operation and

use of the Reai Property (including the imnr-o1g which are a part of the Real

Property)violateanyapplicatl'tu*ordeterminationofanyGovernmental
Authority of any board of rr" 

-*a"*ti'"ts 
(or other body exercising similar

tunctions), judiciat pr*r"O"J-o;t rggictive covenant or deed restriction

(r"rorafifi o*,**iill ,ff""tioe ttre if"at Properiy or the location' construction'

occupancy' operation or use therlof including' all applicable Laws'

4.19 fnsurance.

.IntheWPAHSDueDiligencelnformalion"WPAHSprg]ldedanacflrrateandcomplete
list and description and/or copies of all irs;;;*F:*:f-insurance fi'rnds maintained bv

the WPAHS Parties as of thl date of this Agreement covering the Business and the WPAIIS

Assets.

4.20 EmPloYee Benefit Plans'

(a) tn the WPAHS Due Dilige":' IPg:l' the WPAI|S Parties have

provided or made uuuil"[r" iopi.. or each of tne following that is sponsored'

maintained o, 
"oot 

iuot"iTo-t'i*rurr4Hs Parlv or bny ElFl Affiliate' as

o*no.a u"ro*, for the l"n"nt6rtnr ernployees of any WPAIIS Party:

(i) 
trffHyaT#,$Hf::F,:JtriH;T""HrhT liil!
ERiiA"'iocfuaine lmployee beneft nfans that are not nrbjeot to some

orall of the p*oirio* of Bp;Se (each, a"Plan'); and

(ii) }"fl:fff T3,ifill: ';ffHr;r,1$&H#13*ll,
. bonr.:.s ptun, inJentive award' vacation policy' pay plaq

policy o, u$"*;"ot, aefened **pti*ttioo agreeme* form'of

consulting "gr*;;i 
form of empioyment agreeme* dependent

eare, Iife i*,t;;;;t;gt"' and'each other material employee

benefit ptun, 
"$""n"trt, 

inangement' program' or pi**" that is not

described in .section 4'20(a)(i) (eacir' a "Benefit Program and

Agfeeme{rt").

(b)True,corectandcompletecopiesof.eachofthePlansandBenefitProglams
and Agreements, *c ,"iJJk, if applicable, including all amendments

. thereto, have U""o n o}t"a ;;;d" available to Higbmark and the UPE

parties. There n"* "r* t"* 
nt*ita*o or made availiule to Higlmark and

the upE parties, *im t."p."i io *"tt Plan required to file such report and
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(c)

description, &e most recent report on Form 5500 and the summary plan

description.

For purposes of this Agreemen! tft: 1?T "ERISA Affiliate" t{l mean any

pers'n (as defined *1"'(tiliiriliai'r'tti**'tfiwith anv WPAHS Parry

would be beated as a single employer unqer n foorOl of ERISA' or would be

aggregated with any 
-u#aus-pur,y 

unde, 
"5 414(b), (c), (m) or (o) of the

Code.

Except as otherwise set forth on Schedule 4'20(O:

(l) All obligations, whether arising-by operation of law or' by contract'

required * oJi'J##"aU;"u#iris Partv h oonnection with the

Plans and the Benefit Programs *i eglo-""e have been perforrred

in all material respects' excepr- for pt?"iai"g th3 currelt firnding of

p14 srlm i ni#ffi 
-alT 

;;t'iti"g. 
":*pensesfand 

exce-pt to the extent

tnut ooo*,,,pT#"i il""fJ"",, inlivia'att' or in the aggtegate' have a

WfegS Materiai Adverse Effect;

(ii) The WPAHS PS:.t O"l"^il::ued a copv of the most recent

favorable determination or opimoa letter ftom the Internal Revenue

service for each plan intended t _ue 
quarin"d under g 401 ofthe code'

Tothe*"}iluu]."rwparrs'_,ii,""receiptofthemostrecent
favorabledeterminationletters,,'oo"or.r'"Planshavebeenamended
or operated t"";; .,-;r'*i"rJi"*"nably be expected to alfect

adversely such qualified and exempt status;

(iii) There are no actions' suits' -or 
claims pending (other than routine

claims f", b:;:f;flt' l' 'trt" Iffi'Hs" ofwpnrs' threatened

against o' *iA respect to; an{ of tU" ffuit or Benefit Programs and

Agreernents';;;"i ;'ets, o'ther tlan with regard to Plans, routine

claims forbenefits;

(tv) All contibutions required to be made to the Plans and Benefit

.PrograursandAgreementspursrrantto,n"i'termsandprovisionshave

Ue"i timetY made or resefled;

(v) As to any Plan' subject'o,Tltl'Y otERISA (TlSd iE")' there

has been no event or condition lUuift*t"q 
tle matenal dsk of any

Titre rv pran termination, no_ rooaiog defaciency,^ whetber or not

waived, within the meaning or s ioi"T ERISA of g 412 0f the code

hasbeenincurred,noreportabl*"""ot*tr'i"themearingof$4043of. 
ERI'A tr", *|i"il-tt" dir"tor*",eqqi."*unt"of Rreulation 92515.3

promulgated ii tf't p"o'ioo e"o"i't=Gtt"t*ty Cglporytion (?BGC')

havenotbeenwaiwd),othertl*-us'resuttormerransaction,has
occulred, no notice of intent to [nninate any Title IV Ptan has been

givenrurder$4041ofERISA,'"p'"'*ai"ghasbeeninstitutedunder

(d)
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$4042ofERISAtoterminateanyTitlc[VPlan'noliabilitytothe
PBGC has been incurred' and the assets of each Ti!|"-!Y Plan equal or

exceed ,h;;;;d prJenr value of the benefit liabilities under the

plan, detetn;a;d on rhe actuarial assumptions set forlh in the

most r"c"nilctuJJuutuutiot performed with respect to such Plag a

copy of which has been provided in the WPAHS Due Diligence

rorornati#i *Ol^ pt""iJta'turth""- ther" ;s n'o- ma111t risk that anv

wPAHs ;;tv;J';v liabilitv wi& respect to- anv plan subject to

TitlelVmaintainedbyanytomgrERlsAAffiliate(withrespectto
tlut p",ioifoT**tiutt' fo'*"t ERISA Affiliate was an ERISA

Rfrliate);

(vr)ThereisnomatterFe'ndinc(otherthanroutinequaliFcation
determinatiop filings) with resp;t to any qf}" Pln"s ou Benefit

Programs or Agreemet$ L"!f the Intetnal Revenue Seffice' the

DePartment of Labsr or&e PBGC;

(vii) No WPAHS Pa4y has any liab-iiiry' contingent or otherwise' relating to

a Title Iv plan that is a'tnultiemployer pian" as defined in $ 3(37) of

ERISA; and

(viii)NoWPAIISPartymaiqtains*orconhibrrtestoanydefinedbenefit
pensron plan that is not a Title IV Plan'

(e) Except as otherwise set forth on Schedule 4'20('e)' no WPAHS Party is aparly

to any ,g*"-*fo";-has;y *"n *otitvffitished any policy or practice,

requi:ing it to make apayment or provide any gther OT:f^P*pe'nsation or

benefit . *y'F"ooi-ir"mft+il services for any WPAlls Parlv upon

termimtion of sch servi"es which *oUa not be payable or provided in the

absence of the consumrnation of the Transaction'

(0 Except as set forth in Sehedule 42g(f in connectioo Tth the consummation

of the Transacti'il, ffi"Cqttt b"* or will be made under the Plans or

Benefit p*gt-t itJdgiil*"-which' in the agqfgate',would result in

imposition of tfi-r*"tioi* imposeA unaeisection 280G 4999 or 4094 of the

Code.

(g) Except as set fofth in Sc'hedutq t':20(e)' 
no WfafS-P{tY nresentlv maintains'

contibutes to or has any liability *J"t *y funded or unfi'rnded medical'

health or life insurance plan or arra$gement for present or fuhrle retirees or

tut"r" t*i*#;;;;;; i; th" 6nert of the emptovees of tbe WPAHS

Parties, except as required by . tii" Coasolidated Qmnibus 
Budget

ReconciliatiorL*f fgdt;r**ded. Neither the WPAHS Parties nor any

ERlsAAffiliatemaintainsorcontribu;stoatnst,organizationorassociation
for the benefit of the employees oi tn" WPAHS Puttiq or any ERISA

Afrtiate described in any of gg 50{c)(9), s01(c)(17) or 50i(c)(20) of the

Code.

44

UPE-0020944



4.21 EmPloYec Matters'

(a)InthewPAHsDueDiligencelnformatiorr'.thewPAIlsParlieslrave
provi.ed a rist of arl current'$i";Hilp;t.-ptoy."* with a title or status of

vice president or higtrer, tn"it "r*"* 
salary or wage rates, bonus and other

""*Jtlii"i';;ffi'""*s;;t(tothe'extentdistinctfromthoseprouid'd to emplovlg u""#n;;i1-'"i9r *i']i' departnrent and a job title

or other summary of the responiiuuiti"s of such employees'

(b)NoWPAHSPartyisdelrleuentinpaymentsloan.lofigemployeesforany
wages, salaries' 

"o*"'i'sion" 
Uoo*"' or o tter diied compensation for any

services performed for it or*any-oth"r arnounts-requfued to be reimbursed to

zuchemiloyees(including;.#,"dP;'fi-eoffanaotherbenefits)orinlhe
paymen| to the approp'tJ;;;;J;t"l Authority of all required Taxes,

insurance,socialsecurity*j*'ln"rai'.gF:':gqLxcepttotheextentthat
such deiinquenov i" puy'ilt;*[ t"t' T$:ifdlv or in the aggregate'

'"i;it'H;;i;'ry;tr"ottherelevantwPAHsPartv'
(c) Except as set forth on Schedule 4'21-('c): 

'(p 
ft::"-lt no pending or threatened

emptovee 'tik"' 
*o$1topffi;iTa-bo-t *y"j* anv of tn" Facilities; (ii) to

the.IfuowledgeofwPiH"s,nounionr.eprasentationquestionexists
respecting anv WPAHS t"nt! 4q:::':-demand 

has been made for

recopitionbyalabororganizationbyorwithrespecttoanyWPAHSParty's

".prov'"',nouniono"#fr 
;";j'l;:'-lt::*ttrf;"hliffitY#l

P"t'y;; employees are taking place3 
'md 

n91'

employees is representejT' fu iabor union or organization; (iii) no

collective bargaining ugr""*li e,rists or is cunently being negotiated by any

WPAHSParrv;(iv)thJ;;-;;unfatulab91'oracticeclaimagainstanv
WPAHS ?a*y before tr," r'rutlolur **r Relations Board pending or, to the

KnowledgeofWPAHS'tftt-""t"4?t*tgrlvolvine&eBusinessorthe
Facilities;(v)eachw?AiiffttvT;;'thelkrowledgeofWPAH$'in
c0mpliasce in all materiffi;; #* + Laws and Contacts respecting

JJtiffi';*-''"**p#g1Jirgrsffi tr#iT;$;
f;;1f;mT,ffi:,Xffi*s; (vii) there a1e g3_y""aioe or, to qJrnowtedge

ofWPAH$,threatened.ompLint,orchargesbeforeanyGovemnental
Authorig of a material *;;.";Jine emqro,lment discrimination, safety or

' other emFloym'nt-rerateif,hlrgEs ot ttfrui*s' or wage and horu claims;

and(viii)noneof'l,"wP;fi8:i".ir*Grrbesubjecttoanyliabilityfor
sevelancepaysolely*,*'-riofthe"on'om*utionoftheTransaction
tbroughthe Closirg'

4.22 Litigation.

(a) Schedule 4'22{aI. c3ntains an accurate and 
' 
complete list and summary

description of all ProceeiG' *itn.".".pect-to wf,ich any of the W?AH$

parties is a party or that ,J#r ,o a" Business or tbe WPAIIS Assets' Except
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asdisclosedintheWPAHsDueDiligencetnformation,theWPAHsParties
havenotreceive,lw.ittenooticeofanyProceedingspendingorthreatened
against or affecting *y wPlH-S;*y with respeit to the Business or the

WPAHS Assets, at law or inequitY'

(b) iffiilJ"i?Jf:';i,ffi":: ffffii#"d;:;Tl
affecting any WPAHS Partyiefore Ty :ou't 

or Governmental Authority that

.hasorwouldreasonablybeexpected|o|aveamaterialadverseeffectonthe
wpA*s parries, ability to p"r[t* this Agieelent; and (ii) no W?AHS Party

is subject to any Oraer li"i- *""fa rJaterially and adversely affect the

consuuuuation of the Transactton'

4.23 Tax Matters-

(a)TheW?AHSParlieslisted.oaSchedule4.23(i)are,andhavebeensincethe
dateoftheirincorpo,oa*,o'!il'utio*1"wn,9m|ea9$inymetax
under g 501(a) of the c"iJ* "?e""i.ti"* 

tnut ale described in $ 50t(c)(3)'

(ii) are not private roooa"tio* iitnin the meaning of $ 509(a) of the code

because they arc orerr;;t"* ao"tiU.A T qu S-Ol(a)(])' 509(a)(2) ot

509(a)(3), (iii) are i" p"ffi;;; or " 
J't"''i*ilon letter from the Internal

Revenue service to ,u"[- uril.t, **! determination letter has not been

revoked or otherwise -"ain"a, ii"l are in compliance in a{matedal respects

with all applicable L";fi;"irg to th3.operation of an organization

described in g 501(c)(3;""1-rh"-C"?", and 1vi have not entered into aoy

transactionthatconstitu*;";*;Jtt"fqi^**'iou-'withinthemeaning
of g 4g5g of the code. 

"fr'e 
wpnns Parties' interest in the Leased Real

property, the Owned Rerl it"p""y ;i th9 Facilities are, ard shall be through

&e clo$ing Date exempla"i uu t."r and personal propeltr Taxes, sales and

use Taxes and there ;; **iriptt 
-assessments, for betterments or

othen*,ise, or" related ro li, io a" xoo*r"ag" of WPAI:L9 under consideration

il"itl"i&" f"ased Realitroperty or Owned Real Property'

(b)EacbwPAI{sParlyhasfiledallTaxRetrrrnsrequiredtobefiledbyit'
including,butnotlimitedto,uuTaxRetunrsrelatingtotheBusiness(allof
which are true ana coo"'t in alt matdal respects). All rales dry and owing

by the wpAHs parties i*rr"tn"t or sot showu oLatry Tax Retum), including

but not limited to, rU TJ;;;th *tpt"1; the Business, have either been paid

or are being contert"d; ;; aiin ry appropriate Proceedings for which

adequate reserves nuu" i."i-"ttuUlishei. ixc"pt with respect to waivers or

extensions that are *t r"Gt it i"*", t!" **s Parties bave not waived

auy stat'te of limitationi-i"n t"qp".t oi T*"t or agreed to any extension of

time with respect to u 1'"* utt"t-tt"ot or deficiency other than ordinary course

J;;ions of ti*" within which to file any Tax Retuin'

(c)EachWPAHSParryhaswithheldandpaid{lmalerialTaxesrequir.edtohave
been withheld and paii i* "o*.*tion 

with amounts paid or owiag to any
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employee'independentconbactor,creditororotherthirdparty,andall
Intemal Revenue service Forms w-2 and 1099 required with respect theleto

have been properly completed and timely filed'

(d) There are no Encumbrances other than Fermitted Encurnbrances rvith respect

to Taxes on any ofthe WPAHS Assets'

(e)NodeficienciesforTaxesofanywPAHsParUhavebeenclaimed,proposed
. or assessed in writing by *y Govenun"otal Arlthoritr' To the Knowledge of

WPAHS,&ereareoop.ndiogorthreatenedProceedingsrelatingtoany
liability inrespect of Taxes of any WPAHS Party'

(0TotheKnowledgeofWPAHS,noWP$}{SPar|yhasentefedi*to,or
otfrr*ir" purtiripiea taiorut or indirectly) in any "listedtransaction" within

tUt *t*itig of E r'fOri-4(b)t2) of the Treasury Regulations'

4.?l EnvironmentalMatters.

Except as disclosed on Schedule 4'24:

(a) The WPAHS Parties are in compliance in atl material respects with' and the

RealPropertyandalli-prov"-"*sontheRealPropertyareincompliancein
all material respects witb, atl Environmental Laws'

(b) The WPAHS Parties have no material iiuUitity under any Environmental law

*i h;"r#t* *y of the WPAHS Assets or &e Real Properly' nor is any

Wp41f$ p.tt' responsibte for any such liability of any other Person under any

r"d.**otur rarry witn ,*rp""i to any o! the WPAHS Assets or the Real

prope*y, There axe no p*ooing or, to-the l(33wledee of wPAlIS, tbreatened

rrolodings or orders based 
-on, 

and no wPAHS Parry has received any

format or informal written notice of any complaint, Order, directiye, citation,

ooti." of responsibility, notice of potential responsibilrty, or information

requestfromanyGovemmentalAuthorityoranyotler|er.soltolknowsanY
ac(s) which *oota ,**unuuty be expectld to. form thc basis for the initiation

orunyformalaction'..tuetoimgoq.liabitityontng!r{[sPartiesin
connection with any Environirental Condition atrecting the Real Propedy'

(c) The WPAHS Parties have been duly issued' and cuneutly have and will

maintainthrouehtheClosingnate,at.materialApprova\andPerrrric
*q"fuJ under;ry EnvironmJntal Law with respect to any 9f 9" Facilities.

In the wpAHS pu" o1ig"n"" Information, wPAHS provided-a true and

complete list and/or 
"opitJof 

such Permits, al1 of which are valid and in full

force and effect. Each wpAHS party is in material compliance (with respect

to each Faoility) with, and the Real Properly and all improvements oa the Real

il;ny *" io *ut"rial compliance with, allApprovals an$ P3ymts' Except

in accordance with ,u"t apptouals and Permits, to the Knowledge of

wpAHs, there has t."n * tli**e of material regulated by such Approvals
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andPermitsat,on,under'olfromtheRealPropertyinviolationof
Environmental Laws'

(d)TheRealPropertygontainsnoundergroundstoragetanlsorunderground
piping associated *tr, sr.r, tanks, uied currently or in the past for the

managemgntofHazardousnau'",i"t',andnowPAHsPartyhasusedany
ponio:n of the Real Properly 65 sdrrmF or landfill

(e)EachlWAHsParryhasmadeavailabletoHighmarkandtheUPEParties
accurate and complete *pi"t tf Jf inforrration io itt pottussion peilaining to

the envimnmestai condition of the Real Property'

(0 Each WPAHS Pady will promptly fumish lo' Tgh-*k 
and the UPE Parties

written notice of any .uitiJfi"fuitonmental Condition or of any actions'sr

notices described in this sotio"+.2+ arising or received after the date hereof

Priorto the Effdctive Time'

(e)ExcepttotheextentperyuttedunderEnvironmentalLaws,neitherPCBs,Iead
pain! nor asbestos-contarning materials are present on or in the Real Properly'

(h)NoEncumbranceinfavorofanyPersonrelatingtoorinconnectionwithany
claim under any Environm;;"lL* has been filed or has altached to the Real

ProPertY.

4.25 Immigration AcL

Each WPAIIS Party is in compliance in all material respects with thg,,tinns and

provisions of the *;fiilg ettm,irpJt to .""ii of the Fac'ities. No wpAlIS Fartv has

been cited, fin"q s"we? with a Notice tfy1f,#tfin" ot with a Cease and Desist Order (as

such tersrs are defined in the Imnigration Od;; *t. 
"f 

tn" Facilities' nor' to the t(nowledge of

wpAgs, has any ;;#t"* bil-"tit".i-"iihreatened againtt anv WPAHS ?arlv in

connection wi& the Business, by reason *-*t *fo o' alleged failure to comply with the

Irnmigration Act

4,26 Tax-ExemPtBondDebL

(a).Exceptaslistedglq:,attachedSchedule4.26,noWPAIISPartynorany
Affiliate of any WPAHS P"tty is@ect to. anY Encumbrance (other than a

. Permitted Encumbranc"l "t 
"*V covenant oi obligation lelating 

to the

WpAHSTax-ExemptBondspursuanttoanytrustindenture,loanagreement
or other agreement "oa.r;-i"io 

in connection with the WPAHS Tac-Exempt

Bonds (tt'e "WpanS iuigx"mpt{onf Do"ume'!d)t 5!494-4"26 sets

forth alt the wpAHS T;ffi;;B*d;aoa at the WPAHS Tax-Exempt

' BondDocuments'

G) Except as set forth on.$chedule 4'26'-"j.IFjHS Party is iu violation of any

of the terms and 
"ooditilil.-f-*-lwnAHS 

Tax-ExemPtSold Docuaents'

and no event or conditioi exirtr *ut constitutes an event of default under any
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suchdocumentsorthat,totheKnowledgeo|theWPAHSParties,withthe
passing of time or the gi"itg of *ii"' J both' would constitute an event of

default under anY such documents'

(c)NoWPAHsPartyisawiueofanyeventorconditionthathasoccurredor
exists which would adversely affeci the tax-cxempt status under r:d"t4 law of

the interest payable on *yiviAHS Tax-Exempi Bonds and no inquiry from

ths Intemal Revenue s.*i*-or 
"rtion 

is pending or' to the Knowledge of

WPAI{S, threalened whic}r-challenges the tax-oxempt status under federal law

of tn" int"test payable on any WPAHS Tax-Exempt Bonds;

(d)Anyar.bitragerebatepaymeatsreqrrirgdtol"PddwithrespecttotheWPAHS
Tax-Exempt Bonds *a"t !' f+ffi ot*: loie and the Treasury Regulations

thereunder bave been paid to tL'U*teA States, in the maooel on the dates

and in the amounrs ,equirJ bv $ las(o of the code and the Treasury

Regulations thereunder;

(e)Between&edatehereofandthcClosingDate,thewPA}IsPartieswilluse
their best efforts to 

"osure 
tnJ 

"o 
Wpeffs Parfy takes any action or fails to

act if sueh action or failure to act rvould adversely affec.t ille tax-exempt stafus

under federal law of the interest payable on any WPAIIS Tax-Exempt Bonds

or would with the p*tug" oitit;,-constitute an event of default with reqpect

to alry WpeffS Tax-ExenptBond Docurnents; and

(0NoWPAHSPar|yhasenteredinto,otwillenterintobetweenthedateofthis
As;;;i and the closing, any leasg,- managemerit contract, service

agseemenf or other simit* uti"og"*qt y9 a private entity or person which

could be considered u priuut" usi of facilities n"ancea wfth the proceeds of

wPAHsTax-Exemptnondsifsuchprivateuse'combinedwithanyother
private uses with rlspect to the wpegs Tax-Exempt Bonds, causes aily

wPAHsTax-Exemptgo"dstoceasequaliffingfortax.exemptstatusunder
Code $ 103.

4.27 Otberlndebtedness.

(a)ExceptforthewPAl{STax-ExemptBondslistedonSehedule4.26,and

"*of, 
*- rir*a on scneoJe +.zz- no WPAIIS Party nor auy WPAHS

Afrliate is subject to *y Eo",'*b,ance or any covetrant or obligation relating

to any indebtednes* ot n"u""l"f whic! is not tax-exempt financing (the

.,wrerrs t*"tr.r- p"u1 il,fr"t indenture, loan agteement 
-or 

other

document entered into in t*""tiott with the WPAHS Taxable Debt (the

"wperfi f"*uUf" n*U-po*qqll"j')' 
-Scqedde 

a'21 3ets fgrth all the

wpAr{s raxable n"ut *ffiiffits u-* oiligenee Information includetl

all ofthe WPAHS Taxable Debt Documents'

(b)ExceptassetforthasSchedule4.2?,noWPAHSPartyoranyWPAHS
Affiliate is in violation of any of the terms and conditiorrs of any WPAHS
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Taxabte Debt Documents and no event or condition exists that constitutes an

event of default *0., -y tuch documents or that, to the Knowledge of the

wpAHS parties, with the f*ri"e of time or the giving of notice, or both,

would constitute an event oidefuult under any such documents'

4.28 Absence of Certain Changes'

Since June 28,20l1,except as set forth on Schedule 4.28. there bas not been:

(a)anyWPAIISMaterialAdverseEffec!exceptfor{nanciflperformance
changes reflccted in the WPAFIS Historical Financial Infonnation;

(b)anysale,transferorotherdisposalofmaterialwPAHsAssetsexceptinthe
ordinarY cource of business'

(c) any new Encurnbrances, except Permitted Encurnbrances, imposed on any of

. the.WPAIiS Assets ("*t"pitfiots new Encumbrances ttrat are reoccwing in

the ordinarY course ofbusiness);

(d) . any change in any accounting policy or methodology;

(e) any transaction or other action by a WP{HS Party outside the ordinary course

. of business (other tnan this i.ansaction) or not otlrerwise permitted by this

Agreemen$ or

(0anynewagreenen!whethelinwritingorotherwise,byanywPAHsPartyto
take any of the actions sei ro*A in this Section 4.28 or not otherwise permitted

bythisAgreement(nottakingintoacgorptanyreney-alofanagreement
addressingisuch actions which ias already in effest as of June 28'20L1)'

4.29 Statements True and Correct'

To the Knowledge of WPAHS, the Transaction Documents do not' and wiil not as of tbe

Effective Timg contain any untuue *r"*J of a material fact or omit to state any material fact

necessary to make G ,tufu-"ot made therein with regard to the WPAHS Parties not

misleading.

ARTICLE 5

REPRESENTATI0NSANDWARRANTIEsoTmcUMARKANDTIIEIIPEPARTIES

As of the dale hereof and' as of the Closing Date (except to the extent any of the following

refers to any othesp"oif," date), Highm-il;; the IJPE Parties represent and wanant to the

WPAHS Farties, the following:

5.1 Organization; CaPacitY.

Highmark, Ijltimate Parent Entity and Provider subsidiary are all corporations duty

organized and validly existing and in good 
"*aiog 

under the laws of the Commonwealth of
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pennsylvania. Highmark and each UPE Party is duly authorized' qualified to do business and in

good standing under ;tt ilffii; u*, or uiy-coG*.nta Authoritv having jurisdiction over

its businesses and to own its plopertie, *JJoniud its business in the place and manner now

conducted. High**k ;i tfr. g3g Parties hlve the requisig-Plwer and authority to enter into

this Agreement and all other agreements *iJ""'*""t"t wfriil Higlmark and the UPE Parties

will become a party;*;;;a to p"rf#*"i*lftg"tions hereunder and thereunder' The

execution and delivery by Highmaft ana tfrl U$ P#ts of this Agreernent and documents

described herein to which flrey are a party, ;;;;;;;;! {ictma* and the UPE Parties of

their obligations under this Agreement *d il.";;;a"t"tiri"a tt"rein to which they are parties

and the consummation by Higtrmark and ,#'#;;i"t oitn" Transaction' as applicable' have

been duly and validly authorized and approvea by all necessary corporate actions 9n the part of

Highmark and each orft" upg rarties, ooo.-lr'irrirn actions-have been modified or rescinded

*[ Af of which actions remain in full force and effect'

5-2 AuthoritY; Noncontravention'

The execution, delivery and performance of this Agree'ment and each other Transaction

Document ry Hie#*[-*i *"n "f th"-up;-pa*ies-thereto and the consummation by

High-*t *a 
"""h 

UPE Party of the Tra''"action' as applicable:

(a)arewithinHiglmark,sandsuchUPEParties,powersandarenotin
contraventioo o, uiotutior,*Jf ;; t"; of the urtictes of incorporation or

bylaws of Higbmark ;;; r-rpg p*i"s and have been approved by all

requisite corPorate action;

(b) except as set forth on Schedule 5'2(b)'.d"^"f require that Highmark or atry

UpE parry seek or oUtffilieffiuf of, filinebr regrsfration with' or the

issrnace of any f"*ri 
-&, 

"" 
mlfe Notic" to, *y Governmental Authority;

and

G)assumingtheApprovalsandPermitssetforthonSchedrrle5.2(b)areobtained,
will not confliet *ith ;;;rt ft i" *y violation of or default under (with or

withoutaoticeor'lupseoftimeorboth)'orgiverisetoadghtoftermination,
cancellation, acceleratiil ;;.rgr;d;""3r *v obligation or to loss of a

materiat benefit *4"r, iil ;";fr;; rottu oo sircauie s'z{o}' anv material

contract, instrument, i"iatrre, covenan! or uod"tstaloing to which any of

HigbmarkortheUPEPartiesisaparty,or(ii)assuming&e-Approvalsand
Permitssetforor.onschedule5"?[b)*u-o6t.io"4anyLawtowhich

' Higbmark or a UPE Party may be subjqct' -*

5.3 BindingAgreement'

This Agreement and all other agreements 3n{"$o:11*o 
to which Highnark and the

upE parties will become apartyhereunier are and will conslitute the valid and legally binding

obligations of ffiehm;il*i tfri UPE P*]1;*a *" *a will be enforceable against Higbmark

and the upE parties in accordance *itn tt * r"spectiv" terms hereof and thereof' except as

enforceabitity against Highmark unA *"L,riil P#;t rnay be reshicted' limited or delayed by
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applicable bankruptcy or other Law-s ltrecting gfediJors' rights generaily and except as

eliorceabitity ma1'be subject to general principles of equity'

5.4 Financial Information

(a)IntheHighmarkDueDiligence-Information,I{ighmarkhasprovidedtothe
WPAHS purti*s *i.; oftft" following finangra]-sJatements and financial

information oi ffiefi;k ittre "ffi$ma* gistori"al Frnun"iul [nfoun*ion'):

(,)theauditedcombinedbalancesheets,statementsofoperation,statemeats
of changes h ; assets, and statements of cash flow (inctua.tne tng

aecompanyi"g ;;lla;ti',,g schedules of balance sheet information and

statement of"op**tioA infimration) js of'- *l-fo:ft" twelve-month

periods enAea d**t*t 31,2009 and December 31' 2010; and

(ii) the unaudited combined balance sheet (including.the accompanying

consotidatii!-J;G of balance sheet infofuation) and unaudited

consolidated statement of operations (including 
- 
the accompyyTg

consolidating r*t"aof"t of staiement of operation infomration) for the

then_c.urent"fiscal period ending onthe Balance sheet Date.

ForpurposesofthisAgreemen!"'.oltheClosingDatg.theterm..Highmark
Historical Financial Information' shall include in addition to the above' all

financial statemenf, "omp**r" 
to those referenced in section s.+(a)(i)-(Q t!91

have been p..p*.r iy ,i 
"I} 

u"rrrrof Hiebmadq and provided to the wPAHs

Parties dpring Ati"iiJft;. th" date ofthis Agreement through the Closing

Date.

O) The Higbmark Historical Financial Infornration is frue, correct and cofoplete

in all materi"r,"rp*G *a frirly preseuts the mmbined finaacial Pjsitiga-of

Highmark and its Affiliates as of the respective dates thereof and the

combined results of ihe operations of Highmark and its Affitiates aod changes

in furancial p";id"" f"" tie respective pi.ioC" covered F:t"lV ia a! materi{

respects. rrr*- "o*ti"ed 
fiqancial statements included in the Higbmark

Historical fir^t"iJ f"f"rmation have been preparcl in accordance with

GAAp, uppfiJoi u **irt"rrt basis througfooufqe perig{s indicated (subject'

in &e case of the unaudited Highmatk Historical Financial Information' to the

absenceofnotesandnormalyear-endauditadjusnnents,the.effeetofwhichis
not material t";Ghm;DEd are based on the inforrnation contained in the

books and ,"*ri" or nigt,**t and its Afiliates. Except as otherwise.

referenced "" i"ntAtf" I'qft)' Highmark las not changed *: "-":oPtug
policy o, *.tiiaffiffig tie peTo{s prese,nfed in the Hiehmark

Historical Financial Information (inuuaing 
-accounting 

policies- and

methodologi*, io.J.h*i"i"g the obsblescence of inventory or in calculating

reserves, incruaing reserves folr uncollected accounts receivable).
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5.t

(c) Except tbr (i) fiabilitr91.1eflected in the tligtrmark' Historical Financial

lnformation and (ii) liabilities,ftuituo. ioc.or.Jafter-the Balance Sheet Date

in the ordiniry corrse of business' Highma$ has no'liabilities of any natue'

whether ;'J#ru*r"rl,"'l*ld, 
"contingent, 

.liquidated, 
unliquidated'

recorded, uruecorded, known' 
-*it"o*"' 

or othenrise which cause a

Hi ghmark Material Adverse Effect'

RegulatorY ComPliance'

Except as identified in $chedule 5J, for the prior two (2) years:

(a) Neither the UPE Parties nor Highmark: nor:o *:-Pot'*ge of the UPE

parties 
", 

ffiiirrrt, *y uirfr"it?"rprrt'iu" officer9 or directors (in&e course

of their duties for the upg paily-"i ui***n),-Bu.: been convicted of or

charged *ith conduct tn"t *oii;;[tG u M"dit*" or other Federal

Healrh c*"Tr"e,*[-iJ"noriii +z us'c' $ 1320a-7(b)(f)) related:T:Tt

or convicted of or chaiged with r uiotuiio" of any Law related to fraud, thett'

embezzlemen! breach of fiducilry aG' titfttac^!1,, bribes' other financial

misconduct, obstruction of an in;tigutio" or contolled slbstances' Neither

the upE parties nor Higlrmark, oo.-Jy ortheir respective officers or directors

has been exsluded from particifi;it 
"ny 

g9::rPn:nt Progranr' subject to

sanction fi;;t t";id.s.c. $Jgz?;2" ;r $ 1320a-8 or been convicted of a

crime describ ed at42U.S.C. S f iZO"-Zn or td the extent that any zuch offrcer

or director was or shall have t"en ia"ntined as having lol:flrldef from

participation;;t F;.*r n"urtn care Program, the UPE Parties or

Hiehmark-;v;i*t"o rr."aa *tio" io **pliance with applicable Law'

o)TheUPEPartiesandHigbmqkhavebeenandarepresentlyinallmaterial
. rcspects in compliaace ygsjppltlui" ru*'i"Utiaiog Title )ilfltr of the

social securitv Act, 42 u's'c:'t$'-13ts:99jt1l1 (the Medicare statute)'

including spe*ifi"aUy, the Stark Lw' fUe >m< of the Sosial Security Ac\ 42

u.s.c. ss"fr!i-Ti'g'or-(rh" MJi;J statute); the Federal Health Care

program intiXicttact Sr"t'rt",;t U.S'.-$ li20a-7b(b); the False Claims

Ac! as aurended, 31 U.S.C. Sgilzg-ilz3; the Progran Fraud civil Remedies

Act,31U.s.c.$$3801-3srz;tnJn"ti-ri"r.uacklctof1985,41U.s.c.$$
51-5g; the civil Monetary p.""rti"t r,"*, 42 u.s.c. gg l320a-7a and 1320a-

7b; the E;"hil i.a*', az u'ii' 6;;tt"::-,.ryn"on Privacv or securitv

Laws; and any conesponding 
'tult" 'tttt'to Td T.P]l*ble 

implementing

regulatioii ttui uaa.o, t 
" 

subject marter of the foregoing.

(c) Neither Highmllc- nor^l1/ UPE Party' is a party to a Corporate Integrity

agr**"ot"*ith in" Ofd or n* t"po*iog- obligations pursuant to any

,"ttfr*"ri'ug"L""i "ot"r"a 
i"t" *itn^*y Governmental Authority' To the

Knowtedge of the upE Parties;Jaghtttark, neither the UPE Parties nor

Ilisi**tlfi ;1;"th";;;d;Cc""-"1T:"Programinvestigation
conducted by any federal o, ,tt* enforcement agency (not including routine

orrandomsutveys'audits'o"""i"**whichdonotorreasonablyshouldnot
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fcsult in findirrgs materially adverse to the relevaut UPE Party); (ii) ha^s been a

d"f#*t i; uo:v qui t"#uG" Claims Act litigation (other 9ry bt reason of a

,r"i;J;r"punt orwnicntn. tu.tt party may have no knowledge); or (iii) has

been served with or ,;i""d *y r.*"tr wanant, subpoen4 or civil

inu.rtGution demand by or from any federal or state enforcement agetrcy'

5.6 Litigation-

Except as set forth on $-chedule 5'6: (i) there-$ y:t9:*9g or Order pending or' to the

Knowledge of HighmarL o, to foo*trag*'of t" UPE Parties, thriatened against or affccting

Highmark or the uPE Parties before any cou* of Govenrmental Authority that has or rntould

reasonably be expected to have a materiat ;;;t;; effect on Higbmarkir Tg ttt I,TPE Parties'

ability to perfom this Agreement; an{ (ii) *itn t Highmark, nor any UPE Party' is subject to

any Order that would *ut!*uffy and adversely affect the consummation of the Transaction'

5.7 No Brokers

Highna* and the uPE Parties have no liabililr-of gr kind to any lroker' finder or agent

with respect to the Transaction for which the WPAHS Parties could be liable'

5.8 Statements True and Correct'

To the Knowledge of Highmark or to the Knowledge of the uPE Parties' the Transaction

Documents do no! and will not as of the Effective Time, contain any untrue statement of a

material fact or omit to state any material A.i 
""*tuuty 

to make the $atements made therein

with regard to the WPAIIS Parties not misleading'

ARTTCLE 6

PRE.CLOSING COVENANTS OF THE PARTIBS

The'covenarts of the Pafiies set forlh in this Article 6 shall apply to the period between

the date of this Agreement aad the Closing'

6.1 Access to the Premises; Information'

(a) BY Higlmark and the UPE Parties:

o)BetweenthedateofthisAgreementandtheEffectiveTime,tothe
maldmum extent p.*itt"a by-and in compliance witn py'1ne WPAHS

parties shall allow High-*[ and the u-PE Parties and &eir authorized

6;;;;d"ti"es and;;;fu"nabie acciss te anllne-lgftio inspect the

Facilities and the WfAI{i Atsets. Higbmark and the UPE Parties' rights

of access and inspection referencedln this Section 6'l(a)(1) shall be

exercised in such u -*". as not to interfere uareasonably with the

Business and such rignt" trtufl be available to Higlmart and the UPE

Parties only for tft" "putpo*s of (rJ gonitoring th" \Iry$S Parties'

,o*pfi**twith this rigtl** linctuOing the updating of the Schedules

*"nugtt the Closini), il" 
"o"tiouing 

accuracy of the WPAHS Parties'
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rePresentationsandwarranties,andtheconditionoftheWPAHSAssets
andoperationsofthewPAHsParties;(ii)gatheringinformationfromthe
WPAHS parties as may be necessary oi appropriate to support Higtunark

and the UPE Parties' effofts to obtain the Approvals and Permits; aird (iii)

. as may t" .oirist ot with or in furtherance olthe rights of Highmark and

the UPE Parties under this Ageement' including T*hl* limitation' those

ser forrh i, i;;;;.f (aXZl.-Witftin tle interval time ftames noted on the

attached s"[.G?.rr,"xil. the wpAHS Pardes shali update tq

sharePoint virtual data sites or otherwise prolide-to consultants engaged

byHlghnark*a*u"UPEPartiessuchWPAI{SDueDiligence
Informationasisappropriatetoamendorsupplementitspriordisclosures
orprovideo"wa,,to'*"sthatareresponsive't9.t}':d*diligencelist
provided btHie;;k on or abour June28, 2011 (as amended). The

WpAHS P*d;"ug; to keep their SharePoint virtual data site active and

updated thr;;;G;Closing'and thereafter until otherwise agreed by the

parties, anddprovide such access thereto as Higbmadq the UPE Parties,

their representatives and agents may reasbnably require'

8) ln connection with the access provided under this section 6'l(a), from the

date hereoi-;til tnr Bf.rtiue Time, the management personntl or

authorized ;.p;drti"a of Highmark and of the UPE Parties shall have

ttre rigbt t" #;;;*ttt at the Hospitals and other Facilities' and shall have

theopportunitytoregularlymeetwithmanagementgftheHospitalsand
Facilities to ,eui"w o[erations and the level of compliance with tho terms

of this effient, i*t"ai"g frnancial perfomrancg capital expenditures'

confract t"o"*uf*' and eJensions, employee manlgemelt and other

nrattersrelatedtotheBusinessandto-provide*suchadviceregarding
operation oitn" g*io"ss a.s Highm*!" ?I tf UPE Parties' personnel

beliwe r"usonabte and appmpria:te under this Agreement. The WPAHS

parties shall provide liigt**t or the UPE Parties' management

personnel with reasonablJ access to ofFce space and to such of tbe

WPAHS farties' personnel as necessary to permit them to eomply with

tui, "ou"rr*t. 
T'ni *u""g"rs of the Facilities shrll promptlY provide such

written *po; and infJrmation T maY be re.asoSably rcquested by

Highmark;;}" up' parties with respcct !g th" foregoin& inclu{ing

those ,eports [t r.*.a on schadute o.t(axz). provided that the Jime

,"q,rir.a'to pt"p*r suh wtn n leports shall not interfsfe r:nreasonably

withtheBwiness.

(b) By the wPAHs Parties: within the interval time frames noted on the attached

Schedule 6.1d, Hign**t *d the UPE Parties shall update their SharePoint

virtual auta sii" riitU such Highmark Due Diligence fnformation as is

appropriateto-amendorsupplementitsprior.disclosu.esorprovidenew
disclosures that are ,"rpo*ii* to the due diligence list provided UV 9"
wpAHS parties * o, ulo* July6, 2011 (as amended).. Highma+ and lhe

upE partie, ;;; io proviae tu" wpalts Parties with the information
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necessalyforWPAHstocompleteitsduediligencetotheextentsetforthin
this $ectiou 6'l(b)'

(c)NotwithstandinganyprovisionoftlrisSection6.l,neithertheWPAHS
Parties, nor Hi[hmark-o' the UPE Parties, shall disclose any documents or

other information to trr" otn t pursuant to this Section 6'1 if zuch disclosure

wouldbe contrary to applicable Law'

6.2 Conduct of Business.

From the date hereof until the Effective Time, except as set forth on Schedule 6'2, or

upon tn, Consent of Higilark*A tft" UPE Parties, the WPAHS Parties shall:

(a)carryontheBusinessinsubstantiallythesarnemannerasithasheretofore
and not make any *ut riJ;h;;; in operations, financen_accounting policies,

. or the wpAHS Assets otherthan=inthe ordinary course of business;

(b)notmakeanychangeinWPAHsemployees-orothprpersonnelthatiseither
(i) at a level-of executiv" uit"-pt tia"*Lr above, involves a divisional head

or the head of a Facility deparment or medical deparhent chair or (ii)

pertaius to any wpAHs ;;;dy; or otler penonnel paid by WPAHS annual

comPensation of more than $500'000;

(c) maintain the WPAHS Assets and all parts thereof in the working order and

condition as at presen! ;dh*y wear andlear and use excepted (except that

the WPAHS Parties *uy t"u n*sfer or abandon IntellectEal Property rigbts

*'toog ;such sale, tra,rsf.; or abandonment does not materially interfere

with ffe Business of the relevant WPAHS Party(ies));

(d)makeallnomnalandplanrrei*p'4e:rpenditurssandothercapilal
expenditures for emergenoy repairs or replacement;

(e) perform in all material respects all

performance in all material respects

Material Contacts;

of its obligations and enforce the

of any party's obligations under &e

(0 keep the WPAI{S Assets and each Facility and all of its operations adequately

insured at att times;i,"*y and maintain zuch insurancs in amounts which

arccustomarilycaJTie4zubjecttocustomarydeductibles,andagainstsuch
risks as 

"r" 
.u"to-*ily insriee agaiast by other corporations in connection

with the oo*rofti!-*Jof"*tio"t of faeilities of similar character and size;

G)usetheircommerciallyreasonableeffortstocorrectanyrequirementsfor
imFrovementcitedbyanyGovernmentalAr:tlrorityorTheJointCommission
in the most r;ni'*iry, conducted by each or. develop and timely

implement "uil;; of sLnaaras compliance that is acceptable to any

Govemmental Authority or The Joint Commission;
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(h)substantiallycomplyinallmaterialrespeclswithalll.awsapplicabletothe
conduct of the Business;

(i)usetlreircnmmerciallyreasonableeffortstomaintainineffectandgood
tt "did"U;;;;vah 

and Permie rclating to the Business; and

0) comply with all obligations' covenants and requ.irements set forth in the

Master lldenture, the TJ'Indenturc securing the WPAHS Tax-Exempt

Bonds and the Loan agr**;(*iGtrn""n the-Aueghgny county uS.'snitat

Development .r\uthority *i--wiaHS entered into in connection with the

WPAHS Tar-ExemPt Bonds'

The value of all actions taken and decisions implemented b1 t]re 'tilTAHS Parties (and damages

and costs sf fairing to rake astions or imptem#J*irr"*lir"bleac[or viotation of tbis section

6.2 shall be deducted from and apptied 
"gui*t 

tdii"Gi""tation Basket Amormt specified in

section s.1(b). Any difilence in valuatior, "i;;;;iy 
Higbmarl< and the UPE Parties, on the

one haad, and the WpaHS Frrties, on the 
",h";-u, 

nfr,h {g4t9 the foregoing sentence shall

be resolved by majority vote of the Joint Committfi *nitU iAuU Ue authorized to engage such

experts as they aeem to be reasonably nec**o ;;ist i,, tneir determiiration" the costs &ereof

to be borne equally by Highrnxk and WPAHS'

63 Negative Covenants.

From the date hereof to the Effeetive Timq except 3s-set'forth 
on Schedule 6'3' or upon

the consent of Highm;k *a trr" upE parties,lie wparrs Parties wiil nof with respect to the

Business or otherwise regardingthe WPAIIS Assets:

(a) enter into any Coltract Jincluding' 
for purposes of this Section 6'3(a) only'

employment or independenl*"dlt" *fti"[ m-aY othenrise cosstitute Benefit

program and. Agreemeott J-a.r"fore otherwise be exempt ftom the

definition of contract) (t) thrt ;""l"es direct or indircct paymenb to or tom

phy,i"i; or to the I{"";Jg; o! Wre{S'. other potential sou:ces of

,"fr;;(* touo* ov*"a oi-.o"ntrotte4 in wbole or in palq by plysicians or

to the Knowledge of WPAHi, potential sources of referrals' including those

in a oosition to influence t"F"Ira^rl of a base compensation or fee of more than

$50dffiil;;rriri"r;gb-0p00-"*rary in the-case of a contact renewal),

(ii)thatisanernploymentagreeneniout***it'tothepaymentofannual
base compensation greut"rEan sjoo,ooo and that is for a term greater than

oneyear,(regardlessofwhethersuchagleementsatisfiesthestandards
described in section 6.3("Xi)iIii9 trt"t *itt-touet the ability of the I'JVPAIIS

partiestocompeteinanyiril".i"iinanygeogmphicarea,Qv)thatiswitha
union or other collective #gri"i"g gloup, or. (y) that is with a managed care

payor or other third parly payor' except:lyltt""t with the WPAHS Parties'

otdinary course ofbusiness and past pracfiDes;

(b)egterintoanyotherConlrac|exceptfol-Clontactsthatsatisf,eachofthe
f"il*id ,"quio*"o,r, iil-,lr coutr*t does not contain any restrictive
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(c)

(d)

(e)

(0

covenan!changeofcontolorothetContractprovisionthatwouldtriggerany
modificationorterminationoftheContractorthatrequires$leconserrtfrom
or nolice to any third pafly to the Contract as a result of the Transaction' and

(ii) the Contract aorrnlt Wolve the payment or receipt of more than

$3,000,000 annually t"t SipoOpo0 in the caie of a Confiact renewal);

(i) amend or terminate *-y-g?oTutt tlt* 
it,,of 

the type referenced in either

Section 6.3(a) or Section 6'3(b) above; Provrded' however' that WPAHS may

t"r.inat" rn" AAM Contact in accordance with its terms;

materially increase compensation payable to' or !o bry*: payable to' or

make a bonus paym;il *y 
"*aioy""' 

plysician' director or' oscer or

under any ,on*uttiog oi i"A"p""a"J contractor Contract except in tbe

ffii"*y J;;JUuiiolr, il uJ"o-ta-r" with existing personnel policies;

sell, assign or othetwise nansfer (other tban among WPAI{S Parties) or

dispose oi any of ttre- WpgffS Assets' o(cept in the ordinary course of

business;

materially encumber any of tbe WPAHS l*:" exceptby P"tpttld Liens or

licenses of wpAHS 
-rit"urrt*r property to third parties in the ordinary

course of business o, "ft"t 
any corporate merg"r' business combination'

reorganization or similar transaction;

make any unbudgeted capital expenditure :o.msltncnt 
in excess of $900'000

for additions to property, plant, equipment' intangible or capital assets or for

any other puqpose, othei ilran for emergency Ppairs 
or replaeemen! except for

A; dtt"l d,.oditur"t disclosed on Schedulp 6'3(e):

fail to maintain the books, accounts T9 f*tdu of &e WPAIIS Parties in

accordance with GAAP consistently appueo;

exeept as provided in Section 2'3' amend the WPAIIS Parties' Articles of

Incorporatior:' Bylaws or other comparable charter or orsanizatiosal

documeats;

adopt or amend any new or existing Plans of the WPAIIS Parties (other than

such routine arnendments as may be necessary for regulatory compliaoce);

apply for or become subject t9 t}" agqorntment of a receiver' trustee or

liquidator, make an ;Jd; fb, Ueniit of its creditors, admit in witing i''
inability to pay its aebts; they becorne due, or file a voluntary petition in any

court of competeutS;diction seeking protection from creditors or declaring

itself insolvent *A *aUt" to meet its oUtigations whan due;

incur any urbudgeted Long-Term ladebtedness; or

(g)

(h)

(i)

0)

(k)

(l)
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(m)a]tertitletotheownedRealPropertyasitexistsonthcdateoftlris
egrcemeng betrvcen the date of this Agreement and Closing'

The value of all actions taken and decisions implemented by the WPAIIS Parties (and damages

and costs of failing to tJe actions or implem# decisions) in breach or violation of this Section

6.3 shall be deducted no* una applied against the Represe.nlatiol Basket Amount specified in

section s.l(b). gnv oireren"" inv^tuatlon calculated by Highmalk and thc UPE Parties' on the

one hand, and the WpagS farties, on the other hand, *itt t"gttO to the foregoing sentence shall

be resolved by majority vote of the Joint Committee uihich ittdt te authorized to engage such

experb as they deem to be reasonably ooor*y to asiist in their determination' the costs thereof

to be bome equatlyby Highmark and WPAHS'

6.4 Use of FundingCommitmen$'

wPAI{sagrecsthatitwillusethefirndsreceivedinconnectionwiththelnitialFunding
Commitrnent in accordance with section2-5(a) and that itJ'/iu.use any ftnds received in

connection with the seco"a Funding commitment and Third Funding Commitnent in

accordance with the e*iiog n"pioy*lot Plan refercnced in Section2'5(d) as in effect from

time to time. The amount oin*,il used other than in accordance with thE Funding Deployment

Plan referenced in Secti;ni.S(q * in effect from time to time shall be deducted from and

applied against the Representation nasket Amormt specified in section 8'l(b)'

6.5 Notification of Certain Mattcrs'

(a)FromthedatehereoftotheClosing,.I'"tilPlqsPartiesshallgivewitten
ooti""lo High**L and the UPE Parties of (i) the occlurence' or failure to

occ*, or*ievent that causes any representation.or wananty of the wPAHS

p*til, 
"ootuio"O 

in this Agrsem;t to be untrue in any material re-spe't, and

tiil *i rJure of the wpggs parties to comply with or satisf,yl il *y
materialrespec!abycovenant,conditionolaerry,nenttobecompliedwithor
satisfieduyitunaerthisAgreement.Suchnoticeshallbegrvena.$$oon'as
,"''o*urypracticable,but-innoeventlaterthanthirty(30)daysafteran
E*.;rti;;fi"pdfi ti" WPAHS Party becoces aware of the same and shali

pr;l; ;;;*tty a"t*"a descriptioa of the relevantcircumstances, based

oo A"t* knorvn to Ae WPAHS Par&es. The WPAHS Parties shall also give

Higbma*andtheUPEPartiespriorwittennoticeofaoyproposed.settlement
or uoy arp,tte or threatened displte with any Govemmental Authority that

wiltnaterially impactthe W?AHS Assets and the Business'

(b) From the date hereof to the closing, Higbmark and the UPE Parties shall give

no6"l to the WPAHS Parties of (iithe occurr€nce, or failule to occur' of any

event that cal]ses *y ,ep,"sent"iion or warfilnty of Highmark and the UPE

PartiescontainedinthisAgreementtobeuntrueinanymaterialrespec|and
tiil any *r*, of Higbma# and the uPE Parties to comply with or satisfy, in

anymaterialrespec|anycovenant,conditionoragreementtobecomplied
*itn-"r-rJrnra tV it *a"t this Agreement. -Such 

uotice shall be given as

,oo,,*reasonablypracticableobutinnoeventlaterthanthfufy(30)daysafter
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anExecutiveEmp|oyeeofHighmarkortheUPEParliesbecornesawareofthe
same and shall provide 

'a-'Eatonubty 
detailed description j{ tl't: relevant

.ir"*riu*, uas.a oo rot t"o"^ to uignmart and the UPE Parties'

6.6 Restrictive Contracts'

(a)WithregardtoanyConhactthatcontainsarestrictivecovenant"clrangeof
conhol or other connari provision that would trigger a modification or

rermination of the Contr;;;ttru, requires consent from or notice to any third

partytotheContractasur"sultoftheTransaction,theWPAHsPartiesshall
be responsible for and tilG; commercially 

'easonable 
efforts to obtain all

such consents and provitall srrch notices. lf any suoh consentcannot be

obtained despite the WPAHS Parties' commercially reasonable efforts, the

wpAHS parties snal upin trt" r*quot of.Higbtna* or the.uPE Parties'

coopelateinany,,*ooubl"arrangementdesignedtopresewebenefitsunder
any such conraet, inctudin! ""roii.**t 3ranr 

and all rights of the wPAHs

parties against tn" otl"t pirry ot p+"r ihereto 
arisrng out of the breach or

cancellation by such other party or otnerwse'

(b)Exceptasspecificallyagreedtohg''Tsolely,forthebenefitoftheWPAHS
Parties, this Agreement illl ;itt dee*ed to constitute an agreement that

*;dd;;cti{iehma* or tt" uPE Parties' actions, purchasgs power or

options, or other contracG rightsrll! resfe$ to any entity' facility' business

*-;p-J; o*,o trr*"trtJ Facilities. If a contact contains such a

,"roi'"rioru the ry?AHS parties sball cooperate in any rcasonable a''angemeut

d;b;il";r*r"*" U.*nt* *aer any iuch Contactwithout the application

ofsrrchrestictionsorlimitationstoHigbmarkortheUPEParties.

6.7 Approvals.

Between the date hereof and the closing Date, the WPAHS Parties' Highmark and the

{JPE Parties sball use their rcspbctive UJ 
"forts, 

as promptly as practicable' to- obtain all

Approvals uno rernits *a eaiu", all Notices necessary for the consummation of the

Transaction ana the op"rrri"" 
"rm" 

g*io"s* forio*i"g ae Llosing- The UPE Parties and the

WpAHS parties agree to cooperate *itt "*ft "Aeianl 
to provide such ffirmation'and

communications to each other or to any CJu"*-totut Autbority as may be reasonably feqr:ested

by one another or any Governmental Adh;fy ;"tJq t" o.Utafu the Approvals and Perrrits and

deliver &e Notices contemplateo uuov" 6r as otherwise necessary to consummate the

. Transaction. Without limiting the genemlity of the foregoing sentence' the UPE Parties'

Highmark ana wpeHs ia*ies-srrat *ort G"ino to :ory" that 
"o 

late.than five (5) days after

the execution of this Agreement, trtty *1i-f,u* join{Y 
$eveloped 

such business plans in form

and substanc" * *l ;;;;;pril; f";'Hig#k io- rot*it, no later"than five (5) davs after the

execution of this Agpement, to the p"*iiu*iu fotot*o D3narmenlln.coyection with the

review and.approval of the proporenfiinru.tioo. Subject-to any limitations required by

applicable law, tUe WpaHS b"rti"s, Htgh-;k *d q" yit Parties will, and will cause their

respective counsel to, ,"ppfy to ryl oil*opi"t of all material conespondence' fllings or

written communications by such Party with any Govemmental Authority or staff members
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thereof, with respect to the Transaction. If any Party learns that an Approval required under

Article I or 9 is likely to be subject to a coudition such Party sha1l notiff the other Parties

promptly after tlie subsLnce of theiondition becomes knoum to such Party'

6.8 Title Matters.

Highmark or the uPE Parties may, at their option and-without cost or expense to the

WpAHS F"fii"r, obtain commitments (tire "Commitments') from a title insurance company

selected by Highmark or the IJPE Parties (th"FTlle!9!CIpgny)_to issue as of the closing Date

an ALTA owner's poticy of title insurance Gorm ZOO6) (the "fille-Sgligy') fot T{1" of the

Real Property. wo-trryiastanaing the fcregoing, the issuoTlSl*y Title Policy shall not be a

condition precedent to the obligation of Highm-ark and the UPE Parties to close the Transaction'

Each WPAHS Party agrees to d.liu., any''information in its possession as may be reasonably

*GrU by the titt"- Co*pany under the requirements section of the Commitments in

connection with the issuance of the Title Policy, *a dso aglees to provide an a{{avit of titie

and/or such other non-confidentiaL informatioo-* th" Title Company may rrysgnablV require in

order for the Title Company to insure over the "gap" (i.e., the period of g*9 tetween the

effective date of the title insurance company's last.Ut*t dotn of title to such Real Property and

the Closing Date); provided, in no evenlt tttutt *y WPAHS Party be required to post any bond'

escrow *i nr"Ai * indemnif fhe Title Company, its agen* or any other Person in connection

withthe issuance of any Tide Policy.

6.9 AdditionalFinanciallnformation.

Within thirty (30) days following Se end of each calendar month prior !o the Closing

Date, the wpAlls irtr# wiit deliver to Highnark and the UPE Parties, copies of the unaudited

consolidated balance sheets and the retated unaudited consolidated income statements, as well as

monthly WpAIIS Tax-Exempt Boud covenant calculations, relating to the Br:siness for eash

month then ended- Within Ave (5) days of recerpl the WPAHS Parties will deliver to Higbmark

and the UpE parties for fucal- years enrling prior to the Closing Date audited consolidated

balance sheets, statements of opiration, statJnints of changes in net assets, and statements of

cash flow (inciuding the accompanying consolidating scheduies of balance sheet information and

stalement of oprrution information;. 
-Such 

financial statements shall have been prepared &om

and in accordance with the WPAHS parties' books and records, shall fairly preseot the financial

p";id"; 3116 r.*rttr of operations of the Business as of the date and for the pedod indicated' and

in* U" prepared in accordance with GAAP, consistently appti{, except that in tle cfs" of the

unaudited montfrly statements, such financial statements need not include required footrote

disclosures, nor reflect nomral year-end adjushents ot adjushents that may be required as a

result of the Transaction.

6.10 ClosingConditions.

Between the date of this Agreement and the Effective Time, the WPAHS Parties,

Highmark and the IJPE Parties wili use their commercially reasonable best efforts (unless

*Jth". standard is provided herein) to cause the conditions specified iu Article I and Article 9

hereof over whicb the WPAHS Parties, Hiehma* or the UPE Parties have control, including the

receipt of all required Approvals ana plrnits set forth in Schedules 8.4 and 9.4, to be satisfied as
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soon as reasonably practicable, but in all events on or before the Effective Time' The provisions

of this Section 6.10 shall continue to apply regardless of-a3Y fulure contractual anangements as

may ue entered into betureen Highmark and any other health care provider'

6.ll Compliance with Tax Exemption and Charitable Laws'

(a) Highmark and the uPE Palties shall use their commercially reasonable best

efforts to cause m" urtirrte Parent Entity and Provider subsidiary to be

organized *d operatJ'i*ru.t, a way thai complies with.gg 509(a)(3) and

;bii.xtt oi,a"'coae ;yJi as to comply witu rhe.pplicable Law of the

Commonwealth of pJ*Vi"*ia relatingi to ttre nondiversion of charitable

assets and applicabte to iharitaUle nonprofit corporations' The W?AHS

parties shall use their commercially reasonable best efforts to cause those

WPAHS Parties "*",ry determined to be organizations described in $

501(cX3) of the Coa" li be orgunizeg *d opirated in such a way that

complies with $ soricliJl of ttie Co-d:, * well as to complv with the

"ppii*ui, 
Law of a"'co**nnwealth of pennsylvania relating to the

nondiversion or cnaritabte assets and appkclble to 
^chalitable 

nonprofit

;;rn;t;. fte upE parties shalr causJ a Form 1023 (Application for

RecogdtionorexemptionUnderSectiorr50l(c)(3)ofthelrrternalRevenue
Code) to be prepuriand filed for each of the Ultimate Parent Entity and

ProviderSrrbsidiary.wPAHsshallhavetherighttgrevieylmdcommenton
such Forrns 1023 befor;tLy *" submitted to the Intemal Revenue Service'

;fi employ professional advisors and counsel at its own expense' separate

il th; irtonttioJ uduirorc and counsel employed 9 $.UPE Parties

*d/"'Hteh*ark.ThePartiesshallcooperateingoodfai!+withoneanother
;il;;;" of the *fioe process. fni UpB Parties shall provide notice to

WPAIIS in advance of d meetings or cbnferences with the Intemal Revenue

Service pxcluding nfo#a convlrsations) assoeiated with the Forrrs 1023

and permit WPAHS, at its sole expense, to have a representative attend and

participate in asy such conferences and meetings. The_uPE P{i* shall keep

ffiaHs ,""sonaoly upprlsJ of the status or me Forms 1023 and shall

prorptrv provide wpgirs with a copy of the original submissions of the

Forms 1023, copies or uu .ott"tpondence with the Intemal Revenue service

relating to the rorns tozg, *d uny final written determinations by the

Internal Revenue S.*ir; *i1it respecfthereto. The Parties agree that' should

tax counsel for eimer WpeffS, ifigtt*"tt or the UPE Parties recommend

,n*go to the Trarsaction DocumenG in response to communications'

i;f"; or otherwisiiitn tfrg ptemal Revenue Service in conj'nction with

the Fomrs 1023, tbe iturti"r will cooperate and attempt, but will be under no

"lfigution, 
to reach agreement o1 anf-1ach amendments to the Transaction

Documen6 in oraer 6 obtain favoiable determinations from the Intemal

Revenue Service pursuant to the Forms 1023'

If Highmark and the uPE Parties take any action when either (i) issiling a

Consent of Higlmark *Jtl" UPE Parties or refising to issue a Consent of

Highrnark andjhe upE parties pursuant to sections 6.2 and 6.3 or (ii) siving

(b)
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direction to senior management and designated representatives .on the

developm"nt of a Funding"t.ptoy*.m PJT under section 2-5(d) (each, a

"section 6.11(b) Action"l, tlui iti thc opinion of nationally recognized ta)r

**r"lTiilffittS,Git, or is likely to, jeopardize the federal income tax

,*ffi rtatus of wpafrs o. any Wpnffs'party listed on Schedule-423. under

$ 50iicx3t or tn, code or the non-private foundation status of any one or

more of such organizutio* *art E iOl(4 of the code, the WPAHS Parties

will have the rigtrt to ouiJ; *y "s"cn 
!-egtiol 6.110) Action. provided that

thesolebasisforanysoctrou;*tiooshall!l_trr.eWPAHSParties'beliefthat
,f," urtio* tut* ti ffigkou]k and the UPE Pa:ties will, or are-likely to'

Seoparaizethefederatincometaxexemptstafirsandnon-privatefoundation
status of wpAl{s or any wiiaHs palty listed on schedule-4:23.. Aay such

objection shall be iszued Jtnio-no* (Sibusiness aty* of any Section 6.11(b)

A.tioo *a provided by tft" Wpegs'p"rti"r to the Joint Committee' Within

nu"isf t*i*r, auyt tttt its rec"ipt of the objectlqu th1-J.t1nt Committee

shallengageaseniort*utto*"ymutually.acceptable,toHighmarkandthe
upE parries, and rhe wpAI{S P;ries, who is an experl in tf pw-of fedeml

income Ax lxemption (Ae ;'fax-Exemptron Arbitratpt'')' If the Parties are

uot able io ugr; oo tn" id""dry "fat 
Tax-Exemption A'rbihator, then

Higlmark and the UPE pJes' on tU9 91" {nd and the WPAHS Parties' on

a"otnohan4shall'*nn*two(2)businessdaystoflTtaseniortax
attorney and the t uo t"*oi tax attonreys shall select the Tax-Exemption

Arbitrator who shall *ut" t final, binding conclusive and non appealable

decision as to the WPAlii P*tti obje*ion Such decision witl be based

onlyonexistinglntemalR"u*o"serviceprecedentandbeissuedwithinfive
(5) business days of tne iax-nxenrptioo itbittxor's engagement' All fees

. and ;p;* ,"r*ing to the *ort, it any, to be perfonned b1 the Tax-

e*"-pioo e*irutoirt*lU" bome one-half by Hiehmart and the UPE

p*ti;;;; th* oo" hancl, and one-half by the wPAHs Parties, on the other

hand'

6.12' Notice by Highmark and the IiPE Parties'

(a) Highmark and the uPE Parties shall prwi{e prior notice to, with areasonable

opportrrnitytocommentuy,'r."w?AHsPartiesbeforeanyofHighmarkor
theUPE Parties:

(1)amendstheArticlesoflncorporation,Bylawsorothercomparable' 
charter o, org*irutional documents of the Ultim4e PaJent Entity or

Provider Sug-sidiary, except as provided herein; or

(ii)entersintoatermshee!letterofagteemeot,memoiandumof
understandingordefinitiveagreementunderwhich,Highmarkorone
or more of tne urg parties sJlls, t uosf*rs, or othenrilg c$1ses

control or ownership of Highmark or a UPE Party and/or all or

substantially all of the assets of Highmark or a UPE Party'
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(b)HighmarkandtheUPEPartiesshallprovidenoticetotheWPAHSParties
*itr'int""(10)daysifHighmarkoloneofmoreoftheUPEParties:

(i)failstomaintainineffectandgoodstandinginallmaterialrespects
Approvals and Permits relating to its businesses;

(il)faitstomaintainthebooks,accounlsandrecordsofHighmarkandthe
UPE Parties in accordance with GAAP consistently applied; '

(iil)appliesfororbecomessubjecttotheaPpointmentofareceivdr,trustee
Jiiq"iA^tor, *ut * * assignment foi benefit of its creditors, admits

i" #ti"e itt i*tilltv to pt its debts as they become due' or files a

voluntary petition in aoy 
"ourt 

o! cgmpeJent jurisdiction seeking

protection no* 
"rJitorr 

or declaring itsilf insolvent and unable to

meet its obligations whendue;

(iv)entersintoanewconkactuuderwhichoneormoreofHigbmarkand
theUPEParties*un.o'theretothatcontainsanyreshictive
covenanl change of to"toior other contact provision-that would

"tgg;; 
;y -t&n*tioo o.r terrniry{on of the contract or that requires

theconsentr'o'o'*ti""toanythirdparrytotheconbactasaresult
of the Transaction; or

" (v) enters into a term shee! letter of ' 
memoranduur of

understandiug or definitive agSeement under which one or moro of
gigl*ttt or- the I'JPE Padi; agrces to acquire, grnc]rye' as$ume

m"inu"rsnip or ottrur*ise oblain contol sr ownership of ahealth care

;t;;;; iospitat, provided that the w"AHs Parties shall first sign

such a confidentiality agreement as may be lqoybly required to

assr:re that such ioro*itio" is heated confidentially (al1 &e above

beinesubj'cttoHighmarkandthe.UPEPartiesbeingsatistredthat
such disclosure wilt-not violate applicabb antitnrst laws or the terms

of confidenti"liry;.ni"U Hieh;ark or the UPE Parties may be

bormd).

6.L3 Bond ComPliance-

WPAHS shall engage nationally recognized uold T*sel to provide an opinion

addressed to Higlrma'k *id I* UPE Parties *i adio"t"A at the Closing 1o the effect tbat the

Tmnsaction (t) will not adversely qffect the tax-exempt status of the WPAHS Tax-Exempt

Bonds, including the Allegheny County Hospital n-ivgtoryynt Aulhority Health System

Revenue Bonds (West Penn Allegheny geXtn Systenl Series ZOOZA' and (ii) will not cnnstitute

a default under the WPAHS Master Indenture' tft" fi*t lrrdenture securing the WPAHS Tax-

Exempt Bonds o, A"'fo* Ageement(s-) Uet^teen the Allegheny County Hospital Development

Authority and WPAIIS enteied into-in "o*t"tioo 
witn trre WPAHS Tax-Exempt Bonds'

Notwithstanding *V 16o provirion of this Agreement, *".WPAHS 
Parties will as soon as

reasonably practicable, but in no event ,*r, fr* five (5) business days after its receipt or
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distribution, provide Highmark with copies of all notices received from or sent to the Bond

Trustee, Master Trustee, bondholders or the Municipat Securities Rulemaking Board in

connection with the WPAHS Tax-Exempt Bonds'

ARTICLE 7

POST-CLOSING COVENA}{TS OF TIIE PARTIES

The covenants of the Parties set forth in this Article 7 shall apply to the period that

commences upon the Clo-sing'

7.1 GovernanceMatters.

. The Parties agree to, for a period of four (a) years- after the Closing Date: (a) maintain the

Articles of Incorporatioo *a eyU*, of the ptovii"t Subsidiary and WPAHS in forms attached

as Exhibit D and Exhibit F, respectively and (b) comply with the requirements of Sections 2'4'2

and2.4.3 herein.

72 FundingCommitments.

The parties agree to comply with and abide by the terns and conditions of Section 2'5

and the Loan Agreements referenced in section 2.5(e|, in.cluding th9 foan q yryAHS of the

Fourth and/or Fiffb Funding Commitments, subject to the other provisions of this Agreement'

including Section2.5(e), (f) and (h).

7.3 Relationship with Temple university sehool of Medicine.

The parties agree that they will not initiate or approve any termination of WPAIIS's

prinary -eai"al schdl relationshii wi& Temple U_g"*lq.School of Medicine forso long as it

is detennined to be in the best interest of WpeUS. Subject to the other provi':rons of this

Agreemenq the WPAHS Parties may utilize the Funding commitnrents to firrther such

relationship, but in no event wilt Highmark or the UPE Parties be required to commit any

additional funds for such PurPose.

7.4 Research and Education Programs.

The Parties commit that after the cLosing they will not change io glgl':"al respect tbe

research and educatio;;og*-u operated by oiin coDnection with the WPAHS Parties as of &e

date of this Agreern"oi fJ u p"tioa of five (5) years after the Closing Date' except for the

potential expansion of certain residency ptogru;t ut thoge.gommunity hospitals to be identified

by the UPE Parties; provided however, tt"tin" Parties sball not be deemed to be in violation of

this commituen! and this Section 7.4 shall not apply to any situation urherg if after the Closing

Date, any third parly engaged in such research and eaueation programs trr-ninatas 
or initiates

discussions to modify 6e'ir relationships with the WPAHS Parties' Subject to the other

provisions of this egrugm*nf the WPAHS Parties may utilize &e Fundiug Commitnents to

figther suchprograurs, but in no event will Higbmark *d th" UPE Pa*ies be required to commit

any additional firds for suchpurpose.
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7.5 Continuing Tax ExemPt Status'

The Parties agree that (i) for a p:log of at least four (4) yeals no material change will be

made to the overall activities of wPAHS, the other WPAH$ Parlies set forth on schedule 4'23'

the Ultimate Parent g"tiry ;a the Provider Subsidiary, if any such change would reasonably be

expected to cause one or more of these orgauizations to cease to qualify as an organizaltonthat is

exempt from tax *0.*: 5 Sbr@)(3) of thJ Coae and (ii) the Pa*ies have no present intention to

make any such changeu ift", tn" eipimtion of such four (4) year period'

7.6 Restraint on Sale, Mortgage, and Disposition'

The Parties agree that they will not sell, mortgage-or dispose of all or subslantially all of

the WPAHS Assets *.n*g" the solo member orwpgus orbf the Provider subsidiary for a

period of four (4) years aftIr the Closing Da-le, excep that the Ultimate Parcnt Entity or the

provider Subsidiary *"t;nn,o* ;t #h"ti";: (r) the refinancing of any existing or firture

WPAHS Tax-Exempi B;til or other existing 9t fury" debt.e.v.en if secured by morlgages or

other Encumbxances on the WPAIIS Assets, i"a tiil the acquisition, cons[uction, expnnsion or

developmeni of new ;;"-i.afu \\PAH5 facilities even if financed and secured by mortgages or

Encumbrances onthe WPAHS Assets'

7.7 Restricted Funds-

Each Party will continue to be bound by and l9*let" terms of all endowments and/or

donbr-resfricted frrnds, ;d thr beneficial i"t#ttt of the Partics in any gt'fts or bequests shall

continue. Additionally, in the fuh1re, .ootibutioos to each af &e Parties, whether under will'

deed of t'st or otherwisq shall be treated as contributions to the named Party (as it may be

renamed in *re futue).

7.8 Failure to Obtain Consents.

' If the IVPAHS Parties are unablg despite the wPAHS Parties' commereially reasonable

efforts, to obtain the consents contemplated in Section 6'6(a) prior to the Closing' the WPAHS

Parties shalt upon trre request of Higbmark and the tjPE Parties eontinue to cooperate post-

Closing in any ,.*o*Ut" ut"*g"*;t designed to qY:I1: benefits under any such Contract'

iacluding enforcemJ of *y riO uif rigbdof t6e WpeUS Parties against the otler Party or

parties tf,ereto *iri"|g;;"fih" U*"n oicancellation by such other Party or otherwise'

7.9 Post-Closing Access to Information'

The Parties acknowledge that subsequent to the Closing Highmark and.the-UPE'Parties'

and the WpAIIS Parties, ma! need 
""o.r, 

to inforrnafion and documents in the control or

possession of the otner pa*ies for purposes of completing the Transaction, sudil preparation'

compliance with Laws and other legitimate business pulposes- The Parties agree ttrat they wilt

provide zuch infonnation und docuients in their poti"ttioo or conu"ollo 1":*i-lfts' their

a$omeys ana inaepealent auditors as shall be reasonably necessary or appropriate for the

purposes desiribed i" tair s""ri on7.9,subject to dl applicable Laws' speeifically including the

Laws pertainingto antitrust and comFetition'
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ARTICLE 8

coNDITIoNS PREcEDENT io onncATloNs oF HTGHMARK

AND THE TJPE PARTIES

The obligations of Highmark and the uPE Parties under this Agreement are subject to the

sarisfaction, on or prior to the Closing Out", oitil" fbll"d; conditions unless waived in writing

by Highmark and the UPE Parties:

8.1 RepresentationsandWarranties'

(a)TherepresentationsandwarrantiesofthewPAHsPartiescontainedinthis
Agreementandi,,*y-d*u-"nt,instrumentorcertificatedelivered
hereunder,aftergivingeffecttodisclosuresmadebytheWPA}ISPartiesin
accordance with secrio*?iill *a rz.f.l ana rurttt"r subject to section

g.l0) hereof, shail U" t i *iri*", in all material respects at and as of the

cl;itg;'hthe same force a"a effect as if made as of the Closing'

(b)NotwithstandingSectionS'l(a)orryvoP':tprovisionofthisAgreemcntit
wl' not be a condition d;;;i" th" obligutions of Highmark and the UPE

PartiesunderthisAgreementthatthereprelgntatioosaodwarrantiesofthe
wPAHs Parties set folti;.ffi; 4.i, 4.7, 4.|2, 4.14, 4.!6,..4.,1'8, 4.20'

4.24,and4.25beto"*a-**ctinaltmaterialrespectsasoftheClosing
rrulessanduntilsuchtimeastheaggregateofthefollowingtakentogether
and catculated as of thJ;ilG,;,AAr $50 million (the "Eeprese!@8

Basket Amount ), (D # ";;;ffi;;;n in yalue of the WPAI{S Assets that is

reasonably atkibutable ;;-;t*"ttt o! 9" aforesaid representations aud

wananties that remain ;o;; ; of the closing Date, (ii) all losses'

liabilitis, claims, d'-'G, ;sts and expenses incurred or suffered or

reasonably expected * ##"tJ;q"tf by any of the WPAHS Parties

(or Higtmrark o, *y"-oi-rn"-uPE Partias tttoua the Tla$saction be

consummated) on ".**i--oi-unonred 
breaches of the aforesaid

representationsand*u,"*ti",and(iii)anyamountstobedeductedfromand
applied against tA" n"pt}"oltio"I.tt"i Amo'nt prusuant to Sections 6'2"

6.3 and 6'4 of thisAgreement'

8.2 Performance.

The WpAHS Parties *iil hnu" performed and complied' in all material respec6' with all

agre€ments, obligations and covenants *-it"i*A h thd Agrcement that are required to be

perforrned o, 
"o*pnJd*tittt 

Uy tn" WPAHS Pades at or prior to the Closing'

83 NoMaterialAdverseEffect'

There shall have been no WPAHS Material Adverse Effect as of the cl0sing Date'
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8.4 Pre-ClosingConfirmations by GovcrnmentalAuthorities'

Higfunark and the uPE Parties sball have obtained documentation or other evidence

reasonably satisfactory to Highmark-a$ -th; 
UPE t*ti* that the Parties have received those

Approvals and permiis ,rt i"ii, on S.f,"Aui" i*. ft-tft" avoidance of any doubt' the Parties

agree and undastanJ that if any Approvffi-p""ttit sought or obtained by any Party in

connection with the Transaction is suUiect;il;;i;tttl tootitioo that Highmark and the UPE

parties determine to be unacceptabte, incluii[-p""u*"o Section 6'7' Highmark and the UPB

Parties shall have no obligation to complete the Transaction'

8.5 Action/Proceeding'

No court of any other Governmental Authority sla{ rravg issued an order restrainhg or

prohibiting the trans#tion (tha:, if "otp#*"lilnul 
ooit"to lifted or vacated or otherwise is

no longer in effect); ;; G6****nt f ri"tftotityli'ull huu" "o'o-*ted 
or threatened in wtiting

to commence any Proceeding before any court of competent jurisdiction or other Governmental

Autbority that seeks i" i.t6i"f" o, p*niUiift "o*t*ma6on 
of the Transaction or otherwise

seeks a remedy *ti"n would materialty i;;;;tttr"ct &e operation of the Business; and

neither the Justice Deparhen! oo. thJ EtC, ,tor the Pen:isylvania Attomey General'

pennsylvania Insurance Depry$en! o, f"norytu#-a D-efag.nent of ife4tn shall have requested'

orally or in writing, thJ fugm* o, tn" flilg Parti; delay, postpone or forebear from the

Closing.

8.6 Closing Documents'

Eaph WPAIIS ?arty shall have executed and delivered to Higbmark atl of the items

required to be aeriviea uy *" *ry111q ifd;t as contemplated by Section 3'2 or otherwise

pursuant to any term or provision of this Agreement'

8.7 Post-Closing Compliance with Laws and Regulations'

Highmark and the uPE Parties shall have received such assurances as they determiae to

be reasonably necessary confimring 1ry A;i;action descrjbed in this Agreement and the

post-Closing op"r"tioil*a ufAio-of Hieil*i;;d th-e I;PE Parties and WPAHS Parties will'

comply with all uppfi*Ufu Laws, i".fuOiig tn"t" relating to,antitrust and competitlon; and that

all other outstanding substantive *a ,"gu1!;;ittoo ha've been resolved to the satisfaction of

Highmark and the dp' i"tri"s, incluiin!'-ti"r- *O"r [-aws that place statutory limits on

iniestments by Highmark or its Affiliates'

S.8 flntentionallY left blank]

8.9 Tax-ExemptStatus of theWPAHS Parties'

Highnark and the uPE Parties shall have received such reasonable assurances as each

deems reasonabty necessary to connrm ttril tit; il; fue of this Agreernen! (i) no changes in

Law shall have occurred and (ii) "o "ft*J"t 
io facts and circumstances (excluding those that

werc either reasonably foreseeable o, tu.rlii'lt 
"t-*ftnio-tfte. 

control of Highmalk and the UPE

Parties) shall have transpired, that in eittter case cause the tax-exempt statu* of WPAHS and
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those WPAHS Parties identified on schedule 4.23, respectivel% for federal income tax purposes

to be reasonably placed in jeopardy Uy tfrffiing of lttt fransaction; provided that' if the

wpAHS parties believe that I{ighm"rt o, ,r,r-utFf iarti*s have abused their discretion with

Iespect to this provisionl tfr" Wpi,ffS purties sftdf *tiry Highmark and the UPE Parties and the

matter shall be submitted to a neutral urUlUui- t"it"tta by"WPAHS and Highmark to resolve

and the matter will proceed to resolution ,Jinio,t'" same time frames and in accord with the

same process as is .etlt*rr in the last ro* r."t"o""s of section 6.11(b) of this Agreement'

g.10 Tax-Exempt status of the llltinate Perent Entity and Provider subsidiary'

Higlmark and the uPE Palties shall have received such assurances as they deem

reasonably necessary to confirm the *-r*ffi t"* 
"f 

tftt lJlt'yate 
Parent Entity and Providet

subsidiary, respectively, for fedi:ral t".{d;*;"te"trt *a* $ 501(cx3) of the code and the

zupporting org*i*tio'o status of tnt Uftit*i" p,it"t Entrty and Provider Subsidiary under

g 509(a)(3) of the Cod", other than ;;f"";donaliy integrated Type Itr suppo*ing

organization.

8.11 Bond ComPliance'

The opinion described in section 6-13 shall have been delivered to Higbmark and the

UPE Parties.

8.12 Compliance with BCBSA Requirements'

Higlrmark shall have received all approvals from'h" BtT cross Blue shieldAssociation

confirming that the Transaction is in comf'ti;;;,h all requirements and guidelines that are

bindine onHighmark.

ARTICI.E 9

CONDITIONS PRECtsDENT tO Oi'ICAUONS OF THE WPAIIS PARTIES

The obligations of each l[,?AHS Party hereundel are-zubiect to the satisfaction" on or

prior to tue ctosing pate, of the following *itoitio"t unless waivea in writing by the WPAIIS

Parties:

g.l Representationsan*Warranties'

The representatiors and warranties of Higbmark *d t}" tlPE Parties contained in this

Agreement and in any documgtS i*1t*"^ioiJft"te.delivered hereunder' after giving

effect to disclosures made by Highmark;il;.'udpurti"r i" accordance with sections 6'5(b)

and 12.13 of tbrs Agreemen! shall be *"; too""t in al1 material respects at and as of the

Closiug with tne sa# force and effect as if made as of the Cl'osing

9.2 Performance.

Higbmark and the uPE Parties will have performed anrl complie4 in all material

respects, with all agreements, obligations and eovenants contained in this Agreement that are

required to be perfoiled * "o*pf"a 
*il]; glgn-"tft and the UPE Parties at or prior to the
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Closing-

9.3 No Material Adverse Effect

There shall have been no Higbmark Material Adverse Effect as of the Closing Date"

g.4 Pre-Closing Confirmations by GovernmentalAuthorities.

The WpAHS parties shall have obtained documentation or other evidence reasonably

satisfactory to the WPAHS Parties'that the Partes have received such Approvuli *9 Perrnits as

set forth on Schefulel4. For the avoidance of any doubt, the Parties ag1e? and understand that

if any app*u*l * P.rmit sought or obtained by *y Party in connrction with the Transaction is

subject to any material .oo&tioo that the WpaffS Parties deterrnine to be unacceptable,

including pursuant to section 6-7, the WPAHS Parties shall have no obligation to complete the

Transactio:r.

9.5 Aetionl?roceeding.

No court or any other Govemmental Authority shall have issued an Order restraining or

p*niUiti"g th" ft;u;tion (tha! if not permanent, has not been lifted or vacated or otherwisE is

io lorger-in effect); no Govlrnmental Authority shall have commenced or threatened in witing

to confoenc" *y Fro"oding before any court of competent jurisdiction or other Govemmental

Authority that seeks to resuiin o, ptohibit the consumriration of the Transaetion or otherwise

seeks a remedy which could materially and adversely utrot thj operation of.the Business; and

neither the Justice Depaxtment, oo, th" FTC, nor the Pennsylvania Attomey General'

pennsylvania Insurance Departnent or Pennsylvania Deparbent of Health shall bave requested,

orallytr in writing, that tlre WPAHS Parties dehy, postpone or forebear from the Closing'

9.6 Closingllocuments.

Higbmark and the UPE Parties shall have executed and delivered to the WPAHS Farties

all of rhe items rcquired to be delivered by Higbmark and the.UPE Parties as contemplated by

section 3.3 or otherwise pursuant to any term or provision of this Agreemenl

9.7 PosfClosing Compliance with Laws and Regulations'

The WpAHS parties shall have ,""eiv"d such assurances as they determine to be

reasonably necessary to confirm that the Transaction described ia the Agreement and the post-

closing oierations una uraitr of Higbmark and the uPE Parties and the wPAHs Parties will be

in **ltian"e with all applicable Laivs" including those relating to antitnrst and competitio& and

that all other outstandi"i'zutttatine and regulatory issues have been resolved to the satisfaction

of the WpAHS Parties,tcluding those undir Lawi that place statutory limits on investments by

Highmark or its Affiliates.
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9.8 [Intentionally lcft blank.]

9.9 Tax-Exempt Status of the WPAHS Parties-

The WPAHS Parties shall have received such reasonable assurances as each deems

reasonably necessary to confinn that, since the date of this Agreemen! (i) no changes in Law

shall have occurred and (ii) no changes in facts and circumstances (excluding those that were

either reasonably foreserubl" o, cauied by or within the control of the WPAHS Parties) shall

have transpired" that in either case cause the tax-exempt status of WPAHS and those WPAHS

Parties idintifred on Schedule 4.23,, respectively, for federal income tax purposes to be

reasonably placed io jrop*ay fy A* Closing of the Transaction; provided that,_if Highmark or

&e upE puitio believe tbat the WPAHS parties have abused their discretion rvith respect to this

provision, Highmark or the UPE Parties shall notify the WPAHS Parties and the matter shall be

soU-itt"a to a neutal arbitrator selected by WPAHS and Highmark to resolve and the matter

will proceed to resolution within the same time frames and in accord with the same process as is

set forth in the last four sentences of Section 6.11(b) of this Agreement. '

9.10 Tax-Exempt Status of the Uttimate Parent Entity and Provider $ubsidiary.

The WPAHS Parties shall have received such assurances as they deem reasonably

necessary to confirm the tax-exempt status of the Ultimate Parent Entity and hovider

Subsid^iary, respectively, for federal income tax purposes under $ 501(c)(3) of the Code and the

zupportin! otg*ir"tioo status of the Ultimate Parent Entity and Provider Subsidiary under

S SOgtaXgJ oT tn" Code, other than a non-fiuctionally integrated Type III supporting

organization

9.l1 Formation of fntegrated f inancing and Delivery System'

The Ultimate Pareut Entity shall have become amember of Higlmark in accordance with

Sections 2.1(c), 22b) and 2.3 *a ti,u organizational documents in Exhibit E shall have been

duly adopted, t"tinra *A filed with the Commornvealth of Pennsylvania to be effective not later

thanthe Effective Time.

9.12 Bond Compliance.

The WPAHS Parties shall have obtained the opinion described in Section 6.13 of this

Agreement.

ARTICLE 10

TERMINAIION

10.1 Termination.

This Agreement may be terminated and the Transaction may be abaudoned at any time

prior to the Closing only as follows:

(a) by mutgal written consent of Higbma:k and WPAHS, which shall be binding

on all Parties to this Agreement; '
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o)byeitherHighma{orWPAHsprovidingwrittennoticetotheotlrerPartiesat*y ti*" o,ior after vr"v-i,-fr: ihJ"ucl*e1 if for any reason the

closing of the Transaction shall not have occunaby such date (including in

the case of Highmark *O ti"-Uig Parties by reason of the failure of one of

the conditions in Article S ;d i" th" case of ihe WPAHS Parties by reason of

rhe failure of one of tf,"liniitioot-i" futicle 9), unless Higbrnark and

WPAHS mutually agree to extendthe End Date;

(c)byeitherHiglmarkorWPAHsifafinalnonappealableorderpermanerfly
enjoining,restrainingo.oa'*i'eprohibiting-theclosingrvillhavebeen
ir*o*a Ai'u Ao".*!ntuf Authority of competent jurisdiction;

(d)byHgtrmarkifeither(i)subjectto-q:appticatioaoftheRepresentation
Basket Amount described io smtioo 8.1(b) ilereof, there is a material breach

of, or nraterial inaccuracy;, *y ato"trtuti* of waranty of the WPAHS

Parties that is coutained i"liit igrt"-ent and made as of either the date of

rhis Agreement or rhe cbilb;; "i iiil 
the WPAHS Parties have breached

or violated in any *#;it*pit itti' "ltheir 
material covenants and

ugr"*r"otu contained io tttir o.-ti*.d which breach or violation under

clause (i) or (ii) above *o,rta giie rise, or could reasonably be expected to

give dse, to a failure oro i*a[o--n set forth in Article 8 and cannot be or has

not been cured wirhin (dffit; afrer Higtunark notifies wPAI{s of such

breach or violation or (B) the End Date' whichever is sooner; or

(e)byWPAHSifeither(i)thereisamaterialbreachof,ormaterialinaccuracyirr'
any representation o, *rJ"ry or rrign**r.,and the LJPE Parties that is

contained in this gg""tn*t toa made as of either the date of this Agreement

ortheCl.osingDate,or(')Hiet**tandtheUPEPartieshavebreachedor
violated in any matergi' *-il-J *V of their material covenarrts 

'nd

"g;;;"t- "orft 
in"C i" tli. Ieroment whieh breach or violation rmder

clause (i) cr (ii) above *oJa giie rise, o1 Suld reasonably bc expected to

' grve risg to a faihue oru *oaion set fg1llArticle 9 aud carnot be or has

. nor been suled within (Ar;;)" after wPAHS'notifies mghmark of such

Ut*U*violationor(BltheEndDate'whicheverissooner'

10.2 . Effectof Termination'

IntheeventthatthisAgreementshallbet€rminatedpu$uanttoSectionl0'1'allfurther
obligations of the Partie$ undei this Agreement shall terminate without fiflher liability of any

parry to anorher; prorlJra,'f,owever, 6" JU;i!b* "^t*"^t*:s 
contained in Sections 2'5(a)'

(b), (c), (d), (e) (as applicable to fifty perceollsogr") of the second Funding commitment and the-

entire Third Funding commitnent), 61 ;J'G.1,-s*tio! 2:6, Section 2.9, Section 6'4,

Scction 10.2 and Article t2 (General) ,rruu ,*oi'rJsuch temrination (except thuq fol the absence

of doubt, Highmark ,r,^rr *i be obtlated; t;r; et-lr,tlter Funding commituent following the

termination of this egr.**;tti. e it*tioution of-this Agreement under Section l0'l shall not

relieve any Parly of any liability for a urea"n of or for any misrepresentation undcr' this
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Agreement, or be deemed to constitute a waiver of any available remedy (including specific

;;"tr ;;;. if available) for any such breach or misrepresentation.

ARTICLE 1I
ADDTTIONAL AGREEMENTS

11.1 ExclusivitY.

DuringtheperiodfromthedateofthisAgreemen|totheearlierof(i)theClosingDateor
(ii) the date on which dircrssions wi& respe"t io? potential Transaction have been terminated by

either Party p'rsuant to sr"rioo 10.1, thi wPAHs Parties agree that they shall nc! direetly or

indirectly, through any officer, Air""tor,."*ployee, agent or otherwise (fucluding through any

advisor, consulhnt placernent agen! Utot".,'i"i""t 
"!1 

banker,.attomey or accounbst retained

by any wpAHs party) solicit, initiate "t;;;;",h; 
sbmission of or entertain any proposal

or offer from aay P#* i;;iudiog *y of such' F,,,oo'' officen' directors' employees' agents

or other representatives), related to any Uosi** combination' division' conversion' affilialion'

member substitution, capital infusion, ,uf"'of WpeffS as a urtole' merger or consolidation of

any wpAHs party *iff;i"t" any othgr rrrrtg tJ1"J 4 gr *y substantial portion of the

WPAHS Assets *t-;;"-# *itn *t'wP4ts lSty similar to any arrangement

eontemplated by this Agreement, sale or isfino of securities (including debt securities)' any

tansfer of voting rights, any transaction in-which there is a reguired change in the-method of

selection or identity k th" irembers of no*J of Directors of any of thg I'PAIII !1ties' 
anf

change in the identity of any Pelsol entitled to receive all or anypart of the assets of WPAHS

Assee upon tiquidation or iissolutio" th;;;t ttu"*"tf" i" *nitn the members of any of

the WpAHS parties immediately prior to or"i ttuot*tion shall not have the trrower to elect the

Board of Directors of any of the wpAHs'parti;s immediately following zuch transactiorL any

hansaction in which any of the WPAIIS f*t"t g*tt to-a tlird Person in whatever nanner the

power to contol ttre mLagement o_f *{ of tn"-tIfuAHS Parties or the operations of a significant

portion of its assets oi ui u"tioo fu wbict any Person is gfanted the power to approve or to

disapprove (directty or indirectly) any action'with respect to-the managpmen! operations or

assets of any of the Wf*lfS Pa*es tn*t *oJa otf,"*ii" be taken by the Board ofDirectors of

any of the wpAgs irrriur, or relating I" ;;;G g3o*1o" having a similar effect or result

or the ownership, capitalization, o, noJJiJ p"tiri* of any of the W?AIIS Parties (an

..ASqgisition-Blgposal,,), or participutl* *V discirssions o, oegotiations regardiug, or fiirnisbing

to any other Person any informatign with *;n,,1;;;t otnerwis; cooperating in any way witb or

assisting or participating in, facilitating, furihering or encouraging any effort or attempt by any

other person to do or seek to do any 
"f 

il fb;doine wr1|9ui the prior written consent of

11.gbmark, whish "o*"or 
*uy O" *i:tlft"fJo. Aaiy.a U'-Highnark in its sole and absolute

discretion. The wpAI{S parties fi:rther ug.rir i.-"aiui.ry cease and cause to be terrrinated

any and arl contacts,-ar.*rioos *arur_o*ilti"tio* *itn trrita parties regarding any Acquisition

proposal. rn" wi,ags p*ti., ,rrar p?o*puv noiirr T*t** if anv such Acquisition

koposal, or any inquiry or contact *itn ,[V f"tsin witlr-respict thsreto' is made or reeeived by

any WPAHS PartY.
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Lt2 ConfidentialitY.

EachPartyagrcestoremainsubjecttoandbounduythg.ten.nl.of.thatcertiain
Confrdentiality Agiee;ent dated * of f*uuiy 

-20,20L1 
.(t* "Conlidentialitv Aggss$9l!")'

which is incorporated by reference into this-ffiegmen1, untiithecarlier of (a) the Closing Date

or (b) the date on *n# Air-egr...ent is teininated pursuant to Section 10'1 herein' unless'

notruithstanding anything to the contrary stateJ-ner"in,'the Confrdentiality Agreement provides

for a longer term, inlnicrr ,*", ,u*h t;;;tdi upplv. No Party will make any public

disclosure or issue *i pr*, *f-*L" p"*ui*ng to ,nr :ltu:"f or terms and conditions of this

Agreement or the trlniaction beffi;n tft" pl'Ai"t without having first obtained the written

consent of the other Parties, except fot to-**ications with govemmental or regUlatory

agencies as nay be legally required, o"".t*y ot appropriate solely with respect to the

Traosaction, and which i" not inconsistent with-the Fompt consummation of a Transaction as

coctemplated by this Agreement. a11 p*blitcommGcations lgaraing 
the Trausaction will be

made only io ucroraan l with a mut'aliy agreed upon communication plan'

11.3 SpecificPerformance.

' The Parties agree tlat irreparable damaqe wifi .occur 
in the event that any of the

provisions of this Ag?"-"* oe oot petfor-ed ir accordsnce with their specific tem$ or are

otherwise breached- Accordingly, *"n ittry ugr.r, trl p the event of any breach or

threatened breach Uy *V otfrff Pirty of any *u"*"t or obligation contaiaed in this Agreement

the non-breact ioe p;tsn"fi6 .tiitfta tio uaaition to any other equitable remedy that may be

available) to seek and obtain, withorrt proof of actual d'mages, Q-a fecree T-:l"i Order of

specific perfonnance to ,ofor"" the obGrvan"l*a qtry,T::3of such covenart or obligation'

*a(iilaainjunctioarestainingsuchbreachorthreatencdbreacn.

11.4 Survival of Representations'

Notrvithstanding any dght of any Parly (whether ol noj exercised) to investigpte the

acflnacy of the represJotations and wananties-of ttt other Party containcd in this Agteement

Higbma* and the l;;lt trrd;, on the o* n*a, and the WPAHS Parties, on the other hand'

have the right to rely upon the representations, warranties, cnvenants and agreements of the other

contained in this Agleemerrt; provided however, that therggesentations and wananties of both

Highmark and the UPB Parti;, on the oo* ma, and the WPAHS Parties' on the other' will not

oriiu" the CLosing and will expire as of the Effective Time'

. ARTICI,E 12. 
GENERAL

l2.l Notice.

Any notice, demand or communication requircd, pemitted or desired to be given

hereunder shall be deemed eflectively gi;; *h"i t9*ooaty delivered, when received by

telegraphic or other;;;" means lf",itAit' Acsirnite nansmission) or overnight courier' or

five (5) days after being deposited in tft"-';t"a States mail, wi& postage prepaid thereon'

certified or registered *ulf, 
",,tu* 

receiptrequested' addressed as follows:
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If to Highmark or Highmark inc' 
-

the UPE Parties: Fifth Avenue Place

120 Fifth Avenue

Pitlsburgh, Y A 15222'3099

Attention: President and CEO

Facsimile : (412) 5 44 -8240

with a copy to: Highmark Inc'
FifthAvenuePlace
120 FifftAvenue
Pittsburgll P A 15222-3099

A;;;t";, E.egutive V-P- and Chief Legal officer

Facsimile: (412) 544'824 
.0

West Penn Allegheny Health Systern' Inc'

30 Isabella Stuee! Suite 300

Pittsburgh, PA 15212

Attention: President and CEO

Facsimile: (412) 330 -2442

West Penn Alleg[eny Health System" Inc'

30 Isabella Sbreet, Suite 300

Pittsburg!, PA 15212

attet tio"o: p*ecutive Vice President and General Counsel

Facsimile: (412) 330 -2442

or to such other addresso and tO the attention of such other person orofficer as any Party may

designate.

l?2 Legal Fees *nd Costs of Disputes'

ln tbe event either Party elects to incur legal expenses to enforc'e or interpret any

provision of this ,tg5eem**, theirwailing Putly *ill b" entittef to recover such legal extrtenses'

including atiomey's fees, costs. at d oe".ssary iisbursements, in addition to any other relief to

which such Party shall be eatitled-

12.3 Choice of Law; Waiver of Trial by Jury; Venue'

(.) The Parties agree that-this Agreement shall be governed by and corstuued in

accordance with the Laws o? the Commonwealth of Permsylvania without

gi"i"J 
"r..t 

to *v choice or conflicts of law provision or rule thereof-

(b)EACHPARTYABSOLUTELYANDUNCoNDITIoNALLYwAIvES'To
THEFULLESTEXTENT_PER]VIrrIEDBYLAw,Al.{YANDALL
RIGHTSToTRI,ALev_IuRvINcoNNEcTIoNWITIIA}IY
PR0CEEDINGARISn.IGoUToFoRRELATINGToTHIS
AGREEMENT OR THE TRAT'ISACTION.

If to theWPAHS
Parties:

with a copy to:
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12.4 Benefit;Assignment.

subject to pmvisions herein to tho contrary, this.Agreement shall inule to the benefit of

and be binding upon tn"-f"rties hereto *d th;;;;pt"tiuJttg"l representatives' successors and

permined assigns. N; P*ry may assign Ty right; privilege.gl d"'y under this Agreement or

under any ottr", frunsaJion Ooru**nt, ""f"it "i-ptliJy 
pt'*itted thereunder' without the prior

writren consent of the other Party. N" P;;;iti;n of tnit Agreement shall be interpreted as

precluding Highmark o1. ,fr"Ufg p"rti", finm entering into.one or more arrangements with third

parties for the prryos"-sf facilitating td'ii;;ttg of the Transactior5 subject to the full

involvementand consent of WPAHS'

12.5 Reproduction of Documents'

This Agreement and all documents relating hereto, inclt'ding (a) consents, waivets and

modificarions which may hereaffer b" exec,rt{,Gi rn" {ocqnelts 
aenvJrea at the Closing and

(c) eertificate, *O otl"r'iofo*ation previo*fi - i**tgr furnished by one Party to the others'

may, subject to the provisions of SectioJi.2 hereof, be reproduced by any photographic'

photostatic, *ir*fit;;;;4 miniatur; nryt"S.pnig oi otber similar process and the

WpAHS Parries, Hi&mar[ anA in" fpe parties *uV agngy any original. documents so

reproduced. 'J,f* WffiS Furti"r, Hignmart ana tne Upn Parties agree and stipulate that any

s'ch reproduction sr,uil b" admi*ritr" i" ""iJ;; as tne original itself in any judicial, arbital or

administrative hoceeding (whether or notthe orieinal p 9.:.-$:t*) and that-Tq enlargement'

ffiffiil'n oLiirptoduction of such reproJucTion snal likewise be admissible in evidence'

t2.6 Costs of Transaction.

Except as otherwise provided herein, the Parties agree as follows:

(a)whetherornottheTransactionshallbeconsumnate4theWPAHSParties
willpaythefees,expensesanddisbrusementsofthewPAHsPartiesand&eir
agents,representative,,"""n""tu"'',andcounsetinctrnedinconnectionwith
*" tuU:"ti *uto hereof and any amendments hereto; and

(b) whether or notthe Transaction shall be consumnatd Higbnatk will pay the

fbr, ;;p;s and disburs"*""t" of Higbmark and the UPE Parties and their

agents, representative', u.*u"tuot', *I,o*'"1 incurred in connection with

tnli ttfl:*t matter hereof and any amendments hereto'

12.7 Waiveiof Breach.

The waiver by *y Party of breach or violation of any provision of this Agreement shall

not operate us, or be'constnred tO constifute, a waiver of any subsequent breach of the same or

other provision hereof.

12.8 SeverabilitY.

In the event any provision of this Agreement is..held to be invalid' illegal or

rmenforceable for any reason and in *y t"tp"",,"such invalidity, illegality' or r:nenforceability
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shall in no event affect, prejud.ice or disturb the validity of the remainder of this Agreement'

unless doing so would result in an interpretation of this Agreement &at is manifestly unjust'

12.9 No lnferences.

InasmuchasthisAgreementistheresultofnegotiationsbefweensophisticated'Partiesof
equal bargaioing power rtiresented by counsel, oo ioi"'""tt in javor o{ or agairst' either Party

shall be drawn from the fact that any portion ;;thit Agreement has been drafted by or on behalf

of such Party.

f2.10 Divisions and Headings.

The division of this A€Ieement irfo sectioDs and subsections and the use of captious and

headings in conneetion th"reftth *" sot"ty fot conv"ni"n"" and shall have no legal effect in

construing the provisions of this Agreement'

l2.ll No Third-Party Benefrciaries.

The terrrs and provisions of this Agreement -ay .intended 
solely fot the benefit of

Higfumark, ihe uPE parties and the WPAIIS iutti"t and their respective permitt$ successors or

assigrrs, and it is aot the intention of the futti"* to confer, and this Agreement shall not confer'

thirJ-pa*y beneficiary rights upon any other Person-

12.12 E;nfrro Agreement; Amendment'

ThisAgreementsupersedesallpreviousageementsamongthePartiesandconstitutesthe
entire agreement.of whatsiever kind oi *toe #sting between or alnotrg the Parties relating to

the Transaction and no Person shall be 
"ttiuea 

to tenlfits other than those specified herein' All

prior agreements t"l"ti";;; tlt" it**tiot" except for the.Confidentiality Agreemenq the letter

agreement dated April 22, 2A1"! bet*reen WfaffS and Highmark with regard to certain

*Advances,' (as defined therein), aud the letter agreements executed by the Parties

contemporaneously herewith, whe&"r written or verbal,-not exprel[ incorporated berein are

zuperseded unless and until made in witing and sigugd ly fl ?arties hereto' This Agreement

may be executed in two or more counterparti' each ioA dtof *nich shall be deemed an orisinsl

*d At of which together shall constitute but one and the sarne inskument'

12.13 Schedules and Exhibits

All schedutes and Exhibits referred to in this Agreement shall be attached hereto and

incorporated. herein ty;f;";. The Schedules and Exhibits delivered with this Agreement are

complete as of the date hereof, and the S"neJutes will be updated by the Parties in intervals of

ninefy (90) days succeedi.g the date h"teoq and again within ten (10) days prior to Closing by

each of Highmark, the UPf Parties *a VF.AffS P"arties for any developments, including those

required by changes i" t"*, occurring ut*ttn" date hereof and prior to the Closing; provided

however, that all such updates shall be subject to the3lol review and comment of the other

Parties. Any disclosure containea in ani updated Sctref{e shall not cure any breach or

inaccuracy of any representation o, **ty d, prtpottt of the Representation Basket Amount

or in connection with Section S.l(b) of this Agreement'
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12.14 Further Assurances.

on and after the closing Date, Highmark, the uPE Parties and the WPAHS Parties will

take all appropriate ."ti* *ai**"G a|| documents, instruments or conveyances of any kind

which may be reasonably necessary o, uaui*Ui. to carry out the terms and conditions hereof'

12.15 CounterParts

This Agreement may be executed in any nurnber of 
.counterparts,-e1ch 

of which shall be

deerned an original, but alt of which togcthei shali constifute one and the same Agreement'

binding on all ofthe Parties heleto'

t'srcuarunn PAGES FOLLOWI
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IN WITNESS \\IHEREOF, the Parties hercto have cansed this Agleenreut to be cxecutcd

iu nuttiple originnls by their authorized officers, all as of tlte clate attcl yent tirst above lvritten,

UI'BI'ARfIES: UPE

Title: Chief Executive Officer ancl ?residettt

HIGHIvIARK:

WPT\HS PARTIES:

WDST PENN ALLEGHEIYY ITEALTII
SYSTDIVI,INC., as sole iVlerubcr of nll WPi{.HS
Partics except Atle-Kisld Mcdical Ceuter Trust,
Canonsburg Genernl llospital Autbulauce

HI

WEST PDNN ALLEGHENY HEALTH

Serviee and West Penn AlleghcnY

S.Isherwood

79

UPE-0020979



1VEST PENN AILtrGI{ENY HEALTH
SYSTEM,lNC., ns solc Meiuber artd lcting on

bchntf of Canonsbtug Gerternl Hospital rrs thc

sole Meurbcr of Catrotrsbrtrg Genet'al Ilospitnl

ALLE-I{ISKI ilIEDICAL CENTBR' as solc

Meurber aud actiug orr behalf of Alle-Kiski

S.Isherrvood

WEST T'ENN ALLEGHENY TOUNDATTON'

#2T1365-r'3
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IN THE COURT OF COMMON PLEAS OF ALLEGHENY COUNTY, PENNSYLVANTA

IN RE:

UPE, UPE PROVIDER SUB, HIGHMARK TNC.,

WEST PENN ALLEGHEI.TY HEALTH SYSTEM,
INC., ALLECIIENY SPECTALTY PRACTICE
NETWORK, AILEGHENY MEDICAL
PRACTICE NETWORK, ALLEGTMNY SINGER
RESEARCH INSTITUTE, CANONSBURG
GENERAL HOSPITAL, CANONSBURG
AMBULANCE SERVICE, INC., THE WESTERN
PENNSYLVANI.A HOSPITAL FOUNDATION,
FORBES HEALTH FOUNDATION, JEFFERS ON
REGIONAL MEDICAL CENTE& JRMC
SUBSIDIARIES ANd JEFFERSON REGIONAL
MEDICAL CENTER FOTINDATION

ORPFIANS' COURT DTVISION

No. ,1J * {rs

E}ilIIBITS 10.18 TO

PETITION TO APPROVE:

(A} AFFILIATION AGREEMENT BETWEEN AND AMONG UPE' IJPE PROVTDER' 
SUg, mcHMARK INC., wEST PENN ALLEcIISIrY IIEALTH SYSTEM, INC.,

CA}{ONSBURG GENERAL IIOSPITAL, ALLD.KISKI MEDICAL CENTER
AIYD THE OTIIER WPAHS SITBSTDIARISS A}{D TO PERMIT ADOPTION

OF AMENDED ARTICLES OF INCORPORATION AI{D BY.LAWS BY CERTAIN
WPAHS ENTITIES, CONDITIONED ON APPROVAL BY TIIE PENNSYLVAI{IA

INSTJRANCE DEPARTMENT;

AND

(B) ATruIATION AGREEMENT BY AND AMONG UPE,IJPE PROVIDER SUB'

AND IIIGHMARK INC. AND JEFFERSON REGIONAL MEDICAL

"*-. *"'*_#l3iflffiiffif3ffi#ffi *'. * lY

(continued on nail page)
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Filed by:

Carolyn D. Duronio
PA I.D. #41518
Donna M. Doblick
PA I.D. #75394
REED SMITH LLP
Firm#234
225 Fifftl Avenue
Pittsburgh, PA15222
(4t2) 288-4106/7274
cduronio@eedsmith.com
ddobl ick@reedsmith. com
Attorney{for (JPE, IJPE Provtder Sub, and Highmark
Inc.

Barbara T. Sicalides
PA I.D. # 57s35
Daniel Boland
PA ID #91263
PEPPER HAMILTON LLP
Firm # 143
3000 Two Logan Square
Eighteenth and Arch Sfreets
Philadelphia PA 19103-2799
(21s) 981-4783
sicalidesb@pepperlawcom
bolandd@pepperlaw.com
Attorneysfor West Penn Allegheny Health System, Inc.,
AIIe gheny Spe cialty Pr ac tice Netw orh AIle gheny
Medical Practice Networh Allegheny Singer Research
Institute, Canonsburg General Ho spital, C anonsbur g
Ambulance Service, Inc., The Western Pennsylvania
Hospitol Foundation, and Forbes Health Foundation

Deborah J. Robinson
PA I.D. # 58593
Mary Jo Rebelo
PA LD. # 53539
HOUSTON HARBAUGH
Firm # 371
Three Gateway Center
401 Liberty Avenue,22nd Floor
Pittsburgh, P A I 5222-1005
(4r2)288-2225
robinson@lrh-law.com
mrebelo@bh-law.com
Attorneysfor Jffirson Regional Medical Center,
JRMC Subsidiaries, andThe Jeferson Regional
Medical Center Foundation
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EXHTBIT A

AMENDED AND RESTATED
ARTICLES OF TNCORPORATION

OF
WEST PENN ALLEGHEI\TY IIEALTH SYSTEM,INC.

1n compliance with the requirements of the Pennsylvania Nonprofit Corporation Law of
1988, West Penn Allegheny Health Systeur, Inc., a Pennsylvania nonprofit corporation (the

"eg@Idloq"), hereby amends and restates its Articles of Incorporation as follows, which

Amended and Restated Articles supersede the original Articles of Incorporation and all

amendments thereto:

l. C_orporate Name. The name of the corporation is West Penn Allegheny Health System,

lnc.

Z. Resistered Office. The location and post office address of the registered office of the

Corporation in this Commonwealth is 4800 Friendship Avenue, Pittsburgh,YA 15224.

3, Oreanization and Purpose. The Corporation is organized under the Pennsylvania

Nonprofit Corporation Law, (the "Nonprofit Corporation Law") for scientific,

educational and charitable purposes within the meaning of Section 501(c)(3) of the

Internal Revenue Code of 1986, as amended (the "Codq"), and in this connection is

organized:

(a) To provide, maintain, op€rate, and support, directly and through its controlled

affitiates, the provision, maintenance, managemen! and operatiou of, on a not-

for-profit basis, in-patient and out-patient hospital facilities and health care

serviccs for the benefit of persons who require medical care and services of the

kind customarily fumished most effectively by hospitals, without regard to race,

creed, color, sex, age, religion, national origin, sexual orientation, ability to pay,

or any other criteria not related to medical indications for admission or treatment;

(b) To carry on educational and scientific activities related to the care of the sick and

injured;

(c) To carry on scientific research related to the care ofthe sick and injured;

(d) To carry on activities designed to promote the general health of the communities

in which it operates;

(e) To operate as part ofthe nonprofit regional health care system governed by

[Ultimate Parent Entity] and support a health care providernetwork comprised of
ihe Corporation and those corporations and other entities over which the

Corporation exercises governance control (the "subsidiaries"), each of which

(i) operates, raises funds for, or conducts activities otherwise ancillary to the

operatiot ofl health care facilities in orderto extend health care to sick, injured
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and disabled persons, without regard to age, sex, race: religion, national origin or

sexual orientation, or (ii) carries on educational and/or scientific research

activities related to the causes, diagnosis, treatment, prevention or control of
physical or mental diseases and impairments of persons, and each of which is an

organization exempt from taxation under Section 501(cX3) of the Code and

classified as other ihan private foundations under Section 509(aXl) or 509(a)(2)

or 509(aX3) of the Code;

(t) To carry out such other acts and to undertake such other activities as may be

necessary, appropriate or desirable in furtherance of or in connection with the

conduct, promotion or attainment of the foregoing purposes, provided, that none

of such activities shall be undertaken which would cause the Corporation to lose

its status as an organization described in Section 501(cX3) of the Code, or as an

organization corritbutions to which are deductible under Section 170(c)(2) of the

Code; and

(g) To otherwise operate exclusively for charitable, scientific or educational purposes

within the meaning of Section 501(c)(3) of the Code'

Pecuniarv cain or Profit. The corporation does not contemplate pecuniary gain or profit,

incidental or otherwise.

Non-Stock Basis. The Corporation is to be organized on a non-stock basis'

Msrnbers. The Corporation shall have a single member, which shall be [Provider

s"brtdtrryl a Pennsylvania nonprofit corporation (the "Member").

Managetnent. Except for those powers reserved to the Member and the [Ultimate Parent

E.tttyf t" tt* Bylaws of the Corporation, the business and affairs of the Corporation shall

be managed by or under the direction of a Board of Directors of the Corporation- The

number,Iermtf offto, rnethod of selection and manner of rer:roval of thc Board of

Directors shall be as set forth in the Bylaws of the Corporation-

Exempt Organization. Notwithstanding any other provision of these Artioles, the

@engagedirectlyoiindirect1yinanyactivitywhichwouldpreventit
from qualifuing, and continu;ng to qualify, as a corporation described in Section

501(c)if ) oitft" Code (hereinafter referred to in these Articles as an "exempt

org*iiuiion,,), or * u 
"oqpo.ution 

contributions to which are deductible under Section

f Z"O(cXZ) o, til" Code. No substantial part of the activities of the Corporation shall be

devoted io carrying on propagand4 or otherwise attempting to influence legislation

(except as otherwii" ptonlaeJ in section 501(h) of the code),-and the corporation shall

not panicipate in or int"rvene in (including &e publishing or diskibuting of statemelts)

any political campaign on behalf of or in opposition to any candidate for public office'

Earnings. Notwithstanding any other provision of these Articles, no part ofthe 19t

"*ings 
o, assets of the Clrporation rhull io,tt" to the benefit of or be distributable to its

membirs, directors, trustees, officers or any other private individual; provided, however'

the Corporation shall be authorized and empowered to pay reasonable compensation for

5.

6.

7.

8.

9.
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services rendered to the extent such payrnents do not prevent it from qualifying, and

continuing to qualifu, as an exempt organization and to make such lawful payments and

distributions in furtherance of the purposes set forth in Article 3 hereof as may from time

to time be either required or permitted by Section 501(cX3) of the Code.

Foundation Status. If and so long as the Corporation is a private foundation (as that term

is defined in Section 509 of the Code), then notrarithstanding any other provisions of these

Articles or the Bylaws of the Corporation, the Corporation shall be prohibited fi'orn

engaging in any act of self-dealing (as defined in Section 4941(d) of the Code); from

retaining any excess business holdings (as defined in Section a949(c) of the Code); from

making any investments in such manner as to subject the Corporation to tax under

Section 4944 of the Code; and from making any taxable expenditures (as defined in
Scction 4945(d) of the Codei, to the extent any action therewith would subject the

Corporation to tax undsr one or more of the cited sections of the Code. To the extent

requirett, the Corporation shall make qualifying distributions at such time and in such

mit n*t as do not subject the Corporation to tax under Section 4942 of the Code-

Dissolution. Upon the dissolution or liquidation of the Corporation, after paying or

making provision for payment of all of the known liabilities of the Corporation, any

remaining assets of the Corporation shall be transferred to the Member, or its successor,

providedihat the h4ember or such successor is then in existence and then exempt from

iederal income taxes under Section 501(cX3) of the Code. If upon the dissolution or

liquidation of the Corporation, the Mcmber, or its successor, is not in existence or no

longer qualifies as an exempt organization under Section 501(c)(3) of the Code, any

r"-uioit g assets of the Corporation shall be distributed to fUltimate Parent Entity], or its

successor: provided that [Ultimate Parent Entity] is then in existence and then exempt

from fecleral income taxes under Section 501(cX3) of the Code. If upon dissolution of
the Corporation, both the Member and [Ultimate Parent Entity], or their successors, are

not in existencr or no longer qualify as exempt organizations under Section 501(c)(3) of
the Code, any remaining assets of the Corporation may be distributed to (a) such one or

more corporitioor, fustso funds or other organizations which at the time are exempt from

fedcral income tax as organizations described in Section 501(cX3) of the Code and, in the

sole judgment of the Corporation's Board of Directors, have pu{poses similar to those of
the iorporation or (b) the federal govemment, or to a state or local government for such

putpot"t. Any such assets not so disposed ofshall be disposed ofby a court of
tompetent jurisdiction exclusively to one or more of such corporations, trusts, funds or

other organizations as said court shall determine, which at the time are exernpt from

fedcral income tax as organizations described in Section 501(cX3) of the Code, and

rvhich are organized and operated for such purposes, or to the federal government or to a

state or local govemment for such purposes. No private individual shall share in the

diskibution oi*y Corporation assets upon dissolution or sale of the assets of the

Corporation.

Personal Liabilitv of Directors.

11.

t2.
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(a) Elimination of Liability. To the fullest extent that the laws of the Commonwealth

of Pennsylvania, as now in effect or as hereafter amended, permit elimination or

limitation of the liability of directors, no director of the Corporation shall be

personally liable for monetary damages as such for any action taken, or any

fbilure to take any action, as a director.

(b) Anplicability. The provisions of this Article shall be deemed to be a contract with

each director of the Corporation who serves as such at any time while this Section

is in effect and each such director shall be deemed to be so serving in reliancs on

the provisions of this Section. Any amendment or repeal of this Section or

adoption of any bylaw or provision of the Articles of the Corporation which has

the !ffect of increasing director liability shall operate prospectively only and shall

not affect any action taken, or any failure to act, prior to the adoption of sueh

amendment, repeal, bylaw or provision-

Indemnification.

(a) Right to Indemnifiqation - General. Any person who was or is a party or is

threatened to be made apat'cy to any threatened, pending or completed action, suit

or proceeding, whether civil, criminal, administrative or investigative (whether

brought by oi in the name of the Corporation or otherwise), by reason of the fact

that he or she is or was a representative of the Corporation, or is or was sewing at

the request of the Corporation as a representative of another corporation,

parhrership, joint venture, trust or other enterprise, shall be indemnified by the

borporationlo the fullest extent now or hereafter permitted by applicable law in

connection with such action, suit or proceeding arising out of such person's

serwice to the Corporation or to such other corporation, parhership, joint venture,

trust or other enterprise at the Corporation's request. The term "representative,"

as used in this Article 13, shall mean any director, officer or member of a

committee created by or pursuant to the Bylaws of the Corporation, and any other

person who may be dstermined by the Board of Directors to be a representative

entitled to the benefits of this Article 13.

&) Rieht to Indemnification - Third Party Aetions. Without limiting the generality of
S;ii;" l3(a), any person who was or is a party or is threatened to be made a

party to any threatened, pending or completed action, suit or proceeding, whether

iiuii, gri*ioal, administative or investigative (other than an action by or in the

right of the Corporation), by reason of the fact that he or she is or was a

representatiue olth" Corporation, or is or was serving at the request of the

Corporation as a representative of another corporation, partnership, joint venture,

trosi or other enterprise, shall be indernnified by the Corporation against expenses

(including attorneys' fees), judgments, fines and amounts paid in settlement

actually and reasonably incurred by him or her in connection with such action,

suit or procoeding if he or she acted in good faith and in a manner he or shc

t"".ottubly believed to be in, or not opposed to, the best interests of the

Corporatitn, and, with respect to any criminal action or proceeding, had no

reasonable cause to believc his or hsr conduct was unlawful. The termination of

UPE-0020988



(c)

(d)

(e)

any action, suit or proceeding by judgment, order, settlcment, conviction, or upon

a plea of nolo contendere or its equivalent, shall not of itself crcate a presumption

that the person did not act in good faith aad in a manner which he or she

reasonably believed to be in, or not opposed to, the best interests ofthe
Corporation, and, with respect to any criminal action or proceeding, had

reasonable cause to bclieve that his or her conduct was unlawful.

Risht to lndemnification - Derivative Actions. Without limiting the generality of
Section t3(a), any percon who was or is a party, or is threatened to be made a

party to any threatened, pending or cornpleted action, suit or proceeding by or in
the right of the Corporation to procure a judgment in its favor by reason of the

fact that he or she is or was a representative of the Corporation, or is or was

serving at the request of the Corporation as a rq)resentative of another

corporation, parhrership, joint venture, trust or other enterprise, shall be

indemnificd by the Corporation against expenses (including attorneys' fees)

actually and reasonably incurred by him or her in connection with the defense or
settlement of such action, suit or proceeding if he or she acted in good faith and in

a manner he or she reasonably believed to be in, or not opposd to, the best

intErests of the Corporation; except, however, that indemnification shall not be

made under this Section 13(c) in respect of any claim, issue or matter as to which

such person has been adjudged to be liable to the Corporation unless and only to

the extent that the Court of Common Pleas of the county in which the registered

office of the Corporation is located or the court in which such action, suit or
proceeding was brought determines upon application thaf despite the adudication

of liability but in view of all the circumstances of the case, such person is fairly
and reasonably entitled to indemnity for such expenses that the Court of Common

Pleas or such other court shall deern proper.

Advance of Expenseq. Unless in a particular case advancement of expenses

would jeopardize the Corporation's tax exempt status under Section 501(a) of the

Code or result in the Corporation's failure to be described in Section 501(cX3) of
the Code, expenses (including attorneys' fees) incurred by any representative of
the Corporation in defending any action, suit or proceeding referred to in this

Article 13 shall be paid by the Corporation in advance of the final disposition of
such action, suit or proceeding upon receipt of an undertaking by or on behalf of
the representative to repay such amount if it is ultimately determined that he or

she is not entitled to be indemnified by the Corporation as authorized in this

Article l3 or otherwise.

Procedure for Effectine Indemnification. Unless ordered by a courl any

indemnification under Section l3(a), Section l3(b) or Section 13(c) shall be made

by the Corporation only as authorized in the specific case upon a determination

that indemnification of the representative is proper in the circumstances because

he or she has met the applicable standard of conduct set forth in such subsections.

Such determination stiti Ue made: (i) by the Soard of Directors by a majority of a

quorum consisting of directors who were not parties to such action, suit or
proceeding: or, (ii) if such a quorum is not obtainable, or if obtainable and a
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majority vote of a quoruur of disinterested directors so direets, by independent

legal counsel in a written opinion.

Indemnificatioa Not Exqlusiye. The indcmnification and advancement of

"*p"n*"r 
provided by or granted pursuant to this Article 13 shall not be deemed

extlusive of any other rights to which a person seeking indemnification or

aclvancement of expenses may be entitled under any othcr provision of the Bylaws

of the Corporation, agfeement, vote of disintcrested directors or otherwise, both as

to action in his or her official capaoity and as to action in another capacity while

holding such office shall continue as to a person who has ceased to be a

representative of the Colporation and shall inure to the benefit of the heirs and

personal representatives of such person.

When Indemnification Not Made. Indemnification pursuant to this Article 13

rttutf 
""i 

be made in any case where (a) the act or failure to act giving rise to the

claim for indernnification is determined by a court to have constituted willful
misconduct or recklessness or (b) indemnification would jeopardize the

Corporation's tax exempt status under Section 501(a) of the Code or result in the

Corporation's failure to be described in Section 501(cX3) of the Code.

Grounds for hldernnification. lndemnification pursuant to this Article 13, under

any other provision of the Bylaws of the Corporation, agreement, vote of directors

or otherwise may be granted for any action taken or any failure to take any action

and may be made whether or not the Corporation would have the power to

indemniff the person under any provision of law except as otherwise provided in
this Article 13 and whether or not the indemnified liability arises or arose from

any threatened, pending or completed action by or in the right of the Corporation.

The provisions of this Article 13 shall be applicable to all actions, suits or
proceediogs within the scope of Section l3(a), Section 13(b) or Section l3(c),

whether commenced before or after the adoption hereof, whether arising from acts

or omissions occurring before or after the adoption hereof-

Power to Purchase Insurance. The Corporation may purchase and maintnin

insurance on behalf of any person who is or was a representative of the

Corporation or is or was serving at the request of the Corporation as a

representative of another corporation, partnership, joint venfure, trust or other

enterprise against any liability asserted against him or her and incurred by him or

her in any such capacity, or arising out of his or her status as such, whether or not

the Corporation would have the power to indemnifu him or her against such

liability under the provisions of this Article 13.

Creation of a Fund to Secure or lnsure lndemnification. The Corporation may

"t"ut" 
u f"nd of any naturc, which may, but need not be, under the control of a

trustee, or otherwise secure or insure in any manner its indemnification

obligations, whether arising under or pursuant to this Article l3 or otherwise.

(g)

(h)

(i)

(t)
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(k) Status of Rishts of lndemnities. The rights to indemnification and advancement

of expenses p*"ia"a by or grantcd pursuant to this Aticle l3 shall (a) be deemed

to create contractual rights in favor ofeach person who serves as a representative

of ths Corporation at any time while this Article is in cffect (and each such person

shall be deemed to be so serving in reliance on the provisions of this Article), and

(b) continue as to a persgn who has ccased to be a representative of the

Corporation.

0) Applicabilitv tq Predecessor Companies. For purposes of this Article 13,

references to the "'Corporation" includes all constituent corporations or other

entities which shall have become a part of the Corporation by consolidation or

merger or other similar transaction and their respective current and former

affiliates, and references to "representatives" shall include members of any such

corporation, entity or affiliate, so that any person who was a member, director,

offic"r, committee member or other representative of such a corporation, entity or

affiliate or served as a member, director, ofFcer, committee member or other

representative of another corporation, parbrership, joint venture, fust or other

enlerprise at the request of any such corporation, entity or affiliate shall stand in

the same position under the provisions of this Article 13 with respect to the

Corporatibn as he or she would if he or she had served the Corporation in the

ru*" capu"ity. Without limitation of the foregoing, each member, director,

officer and committee member of each predecessor to the Corporation shall have

the same contract rights as are afforded pursuant to Section l3(a).

Code. References in these Articles to a section of the Internal Revenue Code of 1986

shall be construed to refer both to the section and to the regulations promulgatcd

thereunder, as they now exist or may hereafter be adopted or amcnded in this or in

subsequent internal revenue laws.
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