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008477/01000/227321.10 \2)

WPAHS-002108



Schedule 3.14 Notices of Claims re: Government Reimbursement Programs

Schedule 3.15 See Schedule 3.15 of the Affiliation Agreement (Employee Benefit Plans)
Schedule 3.16 Litigation and Proceedings

Schedule 3.18 Confirmed Endowments; Endowment and Grant Restrictions

Schedule 5.8 Covered Rejected Agreements

Schedule 7.7(a) Assigned AUHS Physician Agreements: Accrued Incentive and Bonus
Compensation, FY 1998 and 1999

Schedule 7.7(b) Assigned AUMP Physician Agreements: Accrued Incentive and Bonus
Compensation, FY 1998 and 1999

Schedule 7.7(c) Cure Costs for Assigned Contracts and Transferred Grant Agreements

Schedule 8.2 Form of Opinion of Counsel to the Trustee
Schedule 8.3 Form of Opinion of Counsel to the Governing Entity
0B477A01000/227321.10 (vi)

WPAHS-002109



SETTLEMENT AGREEMENT

This Settlement Agreement ("Settlement Agreement”) is made and entered into as of this
30th day of June, 1999, by and among Allegheny General Hospital, a Pennsylvania non-profit
corporation ("AGH"), Allegheny University Medical Centers, a Pennsylvania non-profit
corporation ("AUMC"), Allegheny University Hospitals-West, a Pennsylvania non-profit
corporation ("AUH-West"), Allegheny Singer Research Institute, a Pennsylvania non-profit
corporation ("ASRI"), William 1. Scharffenberger (the "Trustee"), as trustee for the bankruptcy
estate of Allegheny Health, Education and Research Foundation ("AHERF"), Allegheny
Hospitals-East, a Pennsylvania non-profit corporation ("AH-East"), as debtor-in-possession,
Allegheny Hospitals, Centennial, a Pennsylvania non-profit corporation ("Centennial®), as
debtor-in-possession, Allegheny University Medical Practices ("AUMP™), as debtor-in-
possession, Allegheny University of the Health Science ("AUHS"}, as debtor-in-possession, and
the Official Committee of Unsecured Creditors of AHERF, AH-East, Centennial, AUMP and
AUHS, on the one hand, and The Healthcare Alliance for Western Pennsylvania, Inc., a
Pennsylvania non-profit corporation (the "Governing Entity”).

WITNESSETH

WHEREAS, the Governing Entity is entering into an Affiliation Agreement (the
» Affiliation Agreement"), dated the date of this Settiement Agreement, by and among AGH,
AUMC, AUH-West, AUMC-Canonsburg and ASRI (AGH, AUMC, AUMC-Canonsburg and
ASRI collectively, the "Allegheny Entities™), on the one hand, and the Governing Entity, on the
other hand;

WHEREAS, AHERF is the sole member of each of the Allegheny Entities (with the
exception of AUMC-Canonsburg, the sole member of which is AUMC);

WHEREAS, each of AHERF, AUMP and AUHS has title to certain assets and is a party
to certain contracts and agreements that are essential to the continued orderly and businesslike
operation of the business of the Allegheny Entities;

WHEREAS, AHEREF, its affiliates and its and their creditors have alleged that certain
claims can be asserted against the Allegheny Entities;

WHEREAS, the Allegheny Entities have alleged that they have certain claims against
AHERF and its affiliates;

WHEREAS, the parties hereto wish to settle the claims described herein on the terms and
conditions set forth in this Agreement;

WHEREAS, the Allegheny Entities and the Governing Entity would not enter into the
Affiliation Agreement if this Settlemént Agreement were not executed and delivered by the
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parties hereto simultaneously therewith, and it is a condition to the obligations of the Allegheny
Entities and the Governing Entity at the closing of the transactions contemplated by the
Affiliation Agreement that the transactions contemplated by this Settlement Agreement take place

simultaneously with the closing of the transactions contemplated by the Affiliation Agreement;
and

WHEREAS, the parties intend that this Agreement, the PBGC Agreement (as defined
herein), the Transition Services Agreement (as defined herein), the Physician Entity Management
and License Agreement (as defined herein) and the stipulation and releases contemplated herein
be treated as a single integrated transaction and are in effect a single transaction;

NOW, THEREFORE, for and in consideration of the mutual covenants contained herein,
and intending to be legally bound hereby, the parties agree as follows.

1. DEFINITIONS AND REFERENCES

1.1  Definitions and References. In addition to the terms defined elsewhere in this
Agreement, as used in this Agreement the following terms have the meanings given:

_ Accreditation Bodies: any Government Authority, or private non-profit organization, that
reviews and, based thereon, licenses or accredits hospitals or other health care facilities,
including without limitation the Department of Health of the Commonwealth of Pennsylvania,
the Joint Commission on Accreditation of Healthcare Organizations and the American Council
on Graduate Medical Education;

Affiliate: any Person that, directly or indirectly through one or more intermediaries,
controls, is controiled by, or is under common contrel with another Person, where "control”
includes the power to direct or cause the direction of the management and policies of a Person,
whether through the ownership of securities, the possession of membership authority, election
or appointment of directors, by contract or otherwise; -

Affiliation Agreement: the Afﬁliatioﬁ Agreement, dated as of the date hereof, by and
among the Allegheny Entities and the Governing Entity, in the form of Exhibit 7.5 hereto;

Agreement: this Settlement Agreement and all Exhibits and Schedules attached hereto,
as amended, consolidated, supplemented, novated or replaced by the parties from time to time;

AGH: Allegheny General Hospital, a Pennsyivania non-profit corporation;
AH-East: Allegheny Hospitals-East, a Pennsylvania non-profit corporation;

AH-East Estate: the bankruptcy estate of AH-East in Case No. 98-25776-MBM filed in
the U.S. Bankruptcy Court for the Western District of Pennsylvania;
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AHERF: Allegheny Health, Education and Research Foundation, a Pennsylvania non-
profit corporation;

AHERF Estate: the bankruptey estate of AHERF in Case No. 98-25773-MBM filed in
the Bankruptcy Court;

AHSPIC: Allegheny Healthcare Services Providers Insurance Company, a Cayman
Islands company;

Allegheny Entities: AGH, AUMC, AUMC-Canonsburg and ASRI;

Allegheny Entities Businesses: all businesses owned, leased, managed or otherwise
operated or conducted by the Allegheny Entities, together with the Transferred Assets
Businesses, taken as a whole;

AMPN: Allegheny Medical Practice Network, a Pennsylvania non-profit corporation of
which the Governing Entity is the sole member;

Arbiter: such independent certified public accounting firm as shall be designated by
mutual agreement of the Governing Entity Accountant and the Estates Accountant by notice
given to the Governing Entity and.the Trustee (provided that, if within five (5) days after the
date on which an Arbiter is required to be appointed by the terms hereof, the Governing Entity
Accountant and the Trustee Accountant shall have failed to agree upon the identity of the
Arbiter, then the Arbiter shall be that independent certified public accounting firm that is not
otherwise engaged with respect to any aspect of the bankruptcy cases of the Estates and that is
selected by the Bankruptcy Court from one or more candidates designated by the Governing
Entity or the Trustee);

Articles: Articles of this Agreement;

ASPN: Allegheny Specialty Practice Network, a Pennsylvania non-profit corporation of
which the Governing Entity is the sole member;

ASRI: Allegheny Singer Research Institute, a Pennsyivania non-profit corporation;
Assets: all assets, real, personal and mixed, tangible and intangible;

Assigned AHERF Agreements: the Contracts listed on Schedule 3.7 and the Contracts
listed on Schedule 3.10{e);

Assipned AHERF Eguipment: those items of owned personal property listed on
Schedule 3.3(a);
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Assigned AHERF Personal Property Leases: those leases of personal property listed on
Schedule 3.3(a)(A);

Assigned AHERF Rea] Property Leases: those leases of real property listed on Schedul
3.5(a)(A); :

Assigned AUHS Apreements: the Contracts listed on Schedule 3.9 and
Schedule 3.10(f); '

Assigned AUHS/AUMP Balance Sheet Assets: those assets of AUHS and/or AUMP that
would be reflected on a balance sheet of AUHS or AUMP prepared in accordance with GAAP

as of the Closing Date, including without limitation the Assigned AUHS Equipment, the
Assigned AUMP Equipment, the AUHS Pharmacological and Supplies Inventory, the AUMP
Pharmacological and Supplies Inventory, the Conveyed AUMP Real Property, the Practice
Accounts Receivable, Restricted Investments and the Restricted Investment Earnings, but
excluding (x) cash other than cash representing Restricted Investments and Restricted Investment
" Earnings and (y) any amount or account receivable from AHERF, the AHERF Estate, AH-East,
the AH-East Estate, Centennial, the Centennial Estate, AUH-West, or any Affiliate of any entity
named in this clause (y) regardless of when accrued;

_ Assigned AUHS Equipment: those items of owned personal property listed on Schedule
3.3(c);

Assigned AUHS Personal Property Leases: those leases of personal property listed on
Schedule 3.3(c)(A);

Assigned AUHS Physician Agreements: those employment agreements with physicians
employed by AUHS listed on Schedule 3,10(b)(A);

Assi AUHS Real Leases: those leases of real property listed on
Schedule 3.5(c)(A);

Assipned  AUMP _Agreements: the Contracts listed on Schedule 3.9 and
 Schedule 3.10(g);

Assigned AUMP Equipment: those items of owned personal property listed on Schedule
3.3(0m);

Assigned AUMP Personal Property Leases: those leases of personal property listed on
Schedule 3.3(b)(A);

Assigned AUMP Physician Agreements: those employment agreements between AUMP
and physicians listed on Schedule 3.10(a)}(A);
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Assigned AUMP Real Property Leases: those leases of real property listed on Schedule
3.5(b)(A);

Assigned Contracts: the Assigned AHERF Agreements, the Assigned AHERF Real
Property Leases, the Assigned AHERF Personal Property Leases, the Assigned AUHS Physician
Agreements, the Assigned AUHS Agreements, the Assigned AUHS Real Property Leases, the
Assigned AUHS Personal Property Leases, the Assigned AUMP Physician Agreements, the
Assigned AUMP Agreements, the Assigned AUMP Real Property Leases, and the Assigned
AUMP Personal Property Leases;

Assumed Balance Sheet Lizbilities: defined in Section 2.9(b);

Assumed Contract Liabilities: defined in Section 2.9(c);

Assumed Liabilities: defined in Section 2.9(a);

AUH-West:  Allegheny University Hospitals-West, a Pennsylvania non-profit
corporation;

AUHS: Allegheny University of the Health Sciences, a Pennsylvania non-profit
. corporation;

AUHS Books and Records: all financial and other books, records, books of account and
files of AUHS of every kind and nature other than tax returns, minute books and other books
and. records relating to corporate existence or governance,

AUHS Estate: the bankruptcy estate of AUHS in Case No. 98-25777-MBM filed in the
Bankruptcy Court;

AUHS Pharmacological and Supplies Inventory: all of the inventory of drugs and
pharmacological products, and of medical and office supplies, owned or held as of the Closing
Date by AUHS at any of the sites covered by the Assigned AUHS Real Property Leases or at
sites leased by AGH for practices conducted by physicians who are parties to Assigned AUHS
Physician Agreements; . - i e

AUHS/AUMP Balance Sheet: the unaudited balance sheets of AUHS and AUMP as of
March 31, 1999, in a form mutually agreed upon and to be attached hereto as Schedule 3.12
prior to the Closing;

AUMC: Allegheny University Medical Centers, a Pennsylvania non-profit corporation;

AUMC-Canonsburg: AUMC-Canonsburg, a Pennsylvania non-profit corporation, the
sole corporate member of which is AUMC;
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AUMP: Allegheny University Medical Practices, 2 Pennsylvania non-profit corporation;

AUMP Books and Records: all financial and other books, records, books of account and
files of AUHS of every kind and nature other than tax returns, mimte books and other books
and records relating to corporate existence or governance,;

AUMP Estate: the bankruptcy estate of AUMP in Case No. 08.-25774-MBM filed in the
Bankniptcy Court;

AUMP Pharmacological and Supplies Inventory: all of the inventory of drugs and
pharmacological products, and of medical and office supplies, owned or held as of the Closing
Date by AUMP at any of the sites covered by the Assigned AUMP Real Property Leases or at
sites leased by AGH for practices conducted by physicians who are parties to Assigned AUMP
Physician Agreements;

Bankruptcy Code: Title 11, United States Code;

Bankruptcy Court: the U.S. Bankruptcy Court for the Western District of Pennsylvania;

Centennial: Allegheny Hospitals, Centennial;

Centennial Estate: the bankruptcy estate of Centennial in Case No. 98-25775-MBM filed
in the Bankruptcy Court;

Closing: defined in Section 8.1;

Closing Date: the date on or as of which the Closing occurs;
Code: the Internal Revenue Code of 1986, as amended;

Confimmed Endowments: the Endowments listed on Schedule 3.18;

Contracts: all commitments, contracts, leases, licenses, agreements and understandings,
written or oral, relating to the Transferred Assets or the operation of the Transferred Assets
Businesses, or which formerly related to the Transferred Assets Businesses but have been
rejected, to which any Transferring Party is or was a party or by which it or any of the
Transferred Assets are or were bound, including agreements with payers, physicians and other
providers, agreements with health maintenance organizations, independent practice associations,
preferred provider organizations and other managed care plans and alternative delivery systems,
Grant Agreements, joint venture and parmership agreements, management, employment,
retention and severance agreements, vendor agreements, real and personal property leases and
schedules, maintenance agreements and schedules, and agreements with municipalities and labor
organizations;
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Controlled Group: with respect to any Transferring Party, a group consisting of each
trade or business (whether or not incorporated) which, together with such Transferring Party,
would be deemed a "single employer” within the meaning of section 4001(b)(1) of ERISA or
subsections (b), {c), (m) or (o) of Section 414 of the Code;

Conveyed AUMP Real Property: those parcels of real property fee title to which is
owned by AUMP and which fee title is being conveyed pursuant to Section 2.3, a metes and
bounds description of which is contained in Schedule 3.5(0);

Covered Rejected Agreements: defined in Section 5.8;

Credentialling Date: the date as of which the Governing Entity gives notice to the
Transferring Parties that the assignment of the Assigned AUHS Physician Agreements and the
Assigned AUMP Physician Agreements shall be effective, provided that such notice shall be
given on or prior to ninety days after the Closing Date;

Cure Costs: the liabilities of the Transferring Parties, or any of them, under the
Assigned Contracts that are required by the Bankuptcy Code to be paid to effect the assignment
and assumption of such Assigned Contracts;

Deposit Escrow Agreement: the escrow agreement, dated as of the date hereof, by and
between the Governing Entity, the Trustee and the Escrow Agent, providing for the maintenance
and the disposition of the Deposit Escrow Amount in accordance with the terms and conditions
hereof;

Deposit Escrow Amount: an amount in cash or immediately available funds equal to
$1,000,000;

Employee Benefit Plan: any (1) nonqualified deferred compensation or retirement plan
or arrangement which is an Employee Pension Benefit Plan, (2) qualified defined contribution
retirement plan or arrangement which is an Employee Pension Benefit Plan (including any
Multiemployer Plan), (3) qualified defined benefit retirement plan or arrangenient which is an
Employee Pension Benefit Plan (including any Multiemployer Plan), or (4) Employee Welfare
Benefit Plan or material fringe benefit plan or program that any Transferring Party or any
member of the Controlled Group that includes any Transferring Party has been a sponsor of or
party to, maintains or to which it contributes (including employee elective deferrals), or is
required to contribute;

Emplovee Pension Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(2);
Employee Welfare Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(1);

Encumbrances: liabilities, levies, claims, charges, assessments, mOFgages, security
interests, liens, pledges, conditional sales agreements, title retention contracts, leases, subleases,
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rights of first refusal, options to purchase, restrictions and other encumbrances, and agreements
or commitments to create or suffer any of the foregoing, other than such of the foregoing as
arise by the express terms of an Assigned Contract;

Endowment and Grant Accounts: specially created escrow accounts to be administered
by the Governing Entity in accordance with the terms and conditiops of the Endowment and
Grant Restrictions and applicable Legal Requirements;

Endowment and Grant Restrictions: the terms and conditions of the underlying
Endowments, Grants and Grant Agreements and any Legal Requirements associated therewith;

Endowments: any and all cash or cash equivalents or other property of any kind,
together with the proceeds thereof, that has been contributed or has been commitied to be
contributed to or for the benefit of the Allegheny Entities or AUHS for any purpose whatsoever
pursuant to Endowment and Grant Restrictions, including such of the foregoing as to which any
interest may have been transferred to AHERF, or which have been recorded on the books of any

of the Transferring Entities or to which any of the Transferring Entities may have legal or
equitable title or a beneficial interest;

Environmental Claim: any notice by a Person alleging potential liability (including
potential liability for investigatory costs, cleanup costs, Governmental Authority response costs,
natural resource damages, property damages, personal injuries, or penalties) arising out of,
based on or resulting from (1) the presence, or release into the environment, of any Materials
of Environmental Concern at any location, whether or not owned by the Transferring Parties,
or (2) circumstances forming the basis of any violation, or alleged violation, of amy
Environmental Laws;

Environmental Laws: any and all Legal Requirements relating to pollution or protection
of human health or the environment (including ground water, land surface or subsurface strata),
including Legal Requirements relating to emissions, discharges, releases or threatened releases
of Materials of Environmental Concemrn, or otherwise relating to the mamufacture, processing,
distribution, use, treatment, storage, disposal, transport, recycling, reporting or handling of
Materials of Environmental Concern;

" ERISA: th?Emponee Retirement Income Security Act of 1974, as amended;
Escrow Agent: Kalkines, Arky, Zall & Bernstein LLP, as escrow agent;

Estates: the AHERF Estate, the AUMP Estate, the AH-East Estate, the Centennial Estate
and the AUHS Estate (individually or collectively as the context requires);

Estates Accountant: Deloitte & Touche LLP or such independent certified public
accounting firm as may be designated by the Trustee by notice given to the Governing Entity;
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Final Unsecured Claim Percentage: with respect to each of the AUHS Estate and the
AUMP Estate, that percentage of each dollar of unsecured claims that an unsecured claimant is
entitied to receive upon final distribution of the proceeds of such Estate as reflected in a plan
of liquidation or reorganization that has been confirmed by the Bankruptcy Court or as a result
of a distribution in a Chapter 7 case, which percentage shall be determined without taking into
consideration the payments to be made by the Governing Entity under Section 5.9,

GAAP: generally accepted accounting principles, consistently applied;
Gateway: Gateway Health Plan, L.P., a Pennsylvania limited partnership;

Governing Entity: The Healthcare Alliance for Western Pennsylvania, Inc., a
Pennsylvania non-profit corporation;

Governing Entity Physician Organization: AMPN and ASPN, jointly and severally;

Governing Entity Accountant: Arthur Andersen LLP or such other independent certified
public accounting firm as may be designated by the Governing Entity by notice given to the
Trustee;

. Government Reimbursement Programs: federal and state Medicare, Medicaid and
CHAMPUS programs, and similar or successor programs with or for the benefit of
Governmental Authorities;

Governmental Authorities: all agencies, authorities, bodies, boards, commissions, courts,
instrumentalities, legislatures and offices of any nature whatsoever of any federal, state, county,
district, municipal, city, foreign or other government or quasi-government unit or political
subdivision, and private arbitration panels or dispute resolution makers;

Grant Agreement: a contract with a Grant Provider, the terms and conditions of which
govern the funding of specific activities, including research and education, for the use by or
benefit of one or more of the Allegheny Entities, AUHS, AUMP or AHERF;

_.~  Grant Provider: any Governmental Authority, private non-profit organization or trust,
or other Person providing Grants to AUHS for the use by or benefit of one or more of the
Allegheny Entities, AUHS or AUMP for the conduct of research, education or other non-profit
or charitabie activities;

Grants: any and all grants, honoraria, prizes, research grants, sponsored projects,
payments for clinical trials and any other funds or property of any kind that have been awarded
or otherwise committed to AUHS, AUMP or AHERF to be used by the Allegheny Entities for
a defined project, research area or other specified purpose;

Hill-Burton Act: the Public Health Service Act, 42 U.S.C. Section 291, et seq.;
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Highmark: Highmark Inc., d/b/a Highmark Blue Cross Blue Shield, a Pennsyivania
nonprofit corporation;

HSR Act: the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended;

Immaterial Contracts: any Contract that (i) requires the fumre payment by any
Transferring Party of cumulative value of $20,000 or less or the future performance by any
Transferring Party of services having a cumulative value of $20,000 or less, or (ii) requires the
future payment by any Transferring Party of cumulative value of $50,000 or less, or the future
performance by any Transferring Party of services having a cumulative value of $50,000, and
that is terminable by the respective Transferring Party at any time, without cause and without
liability for any termination fee or other similar charge, on the part of the respective
Transferring Party upon notice of ninety (90) days or less;

IRS: Internal Revenue Service;

Indebtedness: any and all indebtedness, obligations or liabilities of any Transferring
Party for or in respect of: (i) borrowed money, (ii) amounts raised under or liabilities in respect
of any note purchase or acceptance credit facility, (iii) reimbursement obligations under any
letter of credit, currency swap agreement, interest rate swap, cap, collar or floor agreement or
other interest rate management device, (iv) any other transaction (including forward sale or
- purchase agreement, capitalized leases and conditional sales agreements) Havirig the commercial
effect of a borrowing of money entered into by any Transferring Party to finance its operations
or capital requirements (but not including trade payables and accrued expenses incurred in the
ordinary course of business which are not represented by a promissory note or other evidence
of indebtedness); or (v) the obligations of any third party pursuant to a guaranty, surety
relationship, contractual indemnity or otherwise;

Intellectual Properties: the marks, names, trademarks and service marks used in the
Transferred Assets Businesses other than the names AUHS and AUMP, and patents, patent
right, assumed names, logos, copyrights, trade secrets and similar intangibles (including variants
thereof and applications therefor) used in the Transferred Assets Businesses and listed on
Schedute 3.7;

Lepal Requirements: with respect to any Person, all statutes, laws (including common
law), ordinances, by-laws, codes, rules, regulations, restrictions, orders, judgments, Writs,
injunctions, decrees, permits, concessions, grants, franchises, licenses, determinations or awards
of any Governmental Authority having jurisdiction over such Person or any of such Person’s
assets or businesses;

Letter of Intent: the letter of intent, dated March 1, 1999, by and among the Governing
Entity, the Allegheny Entities, AUH-West, the Trustee as trustee of the AHERF Estate, AUMP,
AUHS, the AUH-East Estate and the Centennial Estate;

Materials of FEnvironmental Concern: any hazardous or toxic material, substance, or
product or any pollutant or contaminant, whether or not defined as such under any
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Environmental Law, including without limitation, amy asbestos containing material; petroleum
product, derivative, compound or mixture; polychlorinated biphenyls; radioactive material;
lead-containing products; and any other substance which is prohibited by applicable law, which
may require removal, remediation, and/or encapsulation by applicable law, or which may require
a permit or special handling in its use, collection, storage, treatment or disposal;

Multiemployer Plan: defined in ERISA section 3(37) or section 4001(a)(3);

Non-Governmental Payor Programs: third party payor agreements and payment and
reimbursement programs with a commercial insurer, managed care organization of health
benefits plan, including without limitation such agreements and programs with Highmark Blue
Cross Blue Shield, HealthAmerica or Aetna U.S. Healthcare, and any direct employer
agreements or programs for the payment of the costs of medical services rendered to employees
of a given employer, including without limitation the workers’ compensation program for
employees of the City of Pittsburgh;

Other Plan: any Contract, program Or arrangement which provides cash or non-cash
benefits or perquisites to current or former employees of any Transferring Party that amy
Allegheny Entity or any member of the Controlled Group that includes any Allegheny Entity has
been a sponsor of or party to, maintains or to which it contributes (including employee elective
deferrals), or-is.required to contribute, but which is not an Employee Benefit Plan;

Party: any party to this Agreement, its successors and assigns;
PBGC: the Pension Benefit Guaranty Corporation;

PBGC Agreement: the Agreement by and among the PBGC, the Governing Entity, the
Allegheny Entities, AUH-West, the Trustee, and the Estates with respect to the RAP Plan in the
form of Exhibit 5.15 (it being understood that, if such agreement is not executed as of the date
hereof, it will be attached hereto as Exhibit 5.15 when executed and prior to the Closing);

Permitted Encumbrances: the Permitted Personal Property Encumbrances and the
Permitted Real Property Encumbrances.

——— i mmm—— S v —

Permitted Personal Property Encumbrances: Encumbrances securing Assumed Liabilities
that do not interfere with the use of the subject personal property in any material way, including
liens for taxes not yet due and payable;

Permitted Real Property Encumbrances: (i) liens for taxes not yet due and payable and
instaliments of special assessments not yet delinquent, and (ii) with respect to a given parcel of
Conveyed AUMP Real Property such recorded easements, covenants, and other restrictions, and
utility easements, building restrictions, zoning restrictions and other easements and restrictions
as are reflected on a title search with respect to such parcel of Conveyed AUMP Real Property
obtained by the Governing Entity;
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Person: any individual, company, body corporate, association, partnership, limited
liability company, firm, joint venture, trust, trusiee or Governmental Authority;

Physician Entity Management and License Agreements: the meaning ascribed to such
term in Section 6.11;

Practice Accounts Receivable: all current and deferred accounts and other amounts
receivable as of the Closing Date by or in respect of services rendered or billable by AUMP
and/or AUHS and/or physicians or other professionals employed by AUMP or AUHS or who
have assigned to AUMP or AUHS the right to collect fees for professional services rendered by
such physicians or other professionals, and arising out of the cenduct of the Transferred Assets
Businesses, whether or not invoices in respect of such services have been rendered as of the
Closing Date;

RAP Plan: the Retirement Account Plan for Employees of Allegheny Health, Education
and Research Foundation for certain employees of AHERF or Affiliates thereof;

Real Property: all real property owned or leased, together with all buildings,
improvements and fixtures thereon and all appurtenances and rights thereto;

. Rejected AUHS Physician Agreements; those employment agreements. with physicians
employed or whose practice is located in Western Pennsylvania listed on Schedule 3.10(b)}(R),
each of which has been or will be rejected by the AUHS Estate;

Reiected AUHS Leases: those leases of personal property located in Western
Pennsylvania listed on Schedule 3.3(c)(R), and those leases of real property located in Western
Pennsylvania listed on Schedule 3.5(c)(R), each of which has been or will be rejected by the
AUHS Estate;

Rejected AUMP Physician Aereements: those employment agreements with physicians
whose practice is located in Western Pennsylvania listed on Schedule 3.10(a)(R), each of which
has been or will be rejected by the AUMP Estate;

Rejected AUMP Leases: thosc lease of personal property located in Western
Pennsylvania listed on Schedule 3.3(b)(R), and those leases of real property located in Western
Pennsylvania listed on Schedule 3.5(b)(R), each of which has been or will be rejected by the
AUMP Estate;

Research Grants: ail research grants in respect of which AUHS or AHERF is named as
the grantee party,

Restricted Assets: all Restricted Cash, Endowments and Grants;

Restricted Cash: all cash and cash equivalents that are subject to Endowment and Grant
Restrictions;
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Restricted Investment Earnings: interest and earnings earned or accrued on or with
respect 1o the Restricted Investments;

Restricted Investments: the temporarily restricted investments and permanently restricted
investments of AUHS and AUMP as of March 31, 1999, and that as of the Closing Date have
not been applied to the payment of amounts that would otherwise constitute Assumed Balance
Sheet Liabilities; :

Retained Liabilities: the meaning ascribed to such term in Section 2.10;
Sections: sections of the Agreement;

Tax: any federal, state, local foreign or other income (pet Or gross), unrelated business
income, gross receipis, license, payroll, employment, excise, severance, stamp, occupation,
privilege, premium, windfall profits, environmental (including taxes under Code Sec. 59A),
customs duties, capital, capital stock, franchise, profits, withholding, social security,
unemployment, disability, real property, personal property, intangible, stamp, sales, use,
services, ad valorem, transfer, registration, unclaimed property, value added, alternative or add-
on minimum, estimated or other tax, assessment, charge, levy or fee of any kind whatsoever,
including payments or services in lieu of Taxes, interest or penalties on and additions to all of
- - - - ——the foregoing, -which-are due or alleged to0 be due to any Governmental Authority, whether
disputed or not;

Tax Return: any rewrn, declaration, report, claim for refund, information return or
statement, including schedules and attachments thereto and amendments, relating to taxes;

Transferred Assets: the tangible and intangible assets constitating or utilized in
connection with the Transferred Assets Businesses that are to be assigned, set over and conveyed
by the Transferring Parties at the Closing pursuant to Article 2 of this Agreement;

Transferred Assets Businesses: the businesses carried on by AUMP and/or AUHS in
Western Pennsylvania (as the context requires), as the same may have been modified through
the rejection or planned rejection (in accordance with the representations and warranties reflected
in Article 3 or in accordance with Section 5.8) of executory contracts by the AUMP Estate or
the AUHS Estate;

Transferred Endowments: any Endowments that were intended to be for the use or
benefit of one or more of the Allegheny Entities and the interest of the Allegheny Entities in
which was transferred to AHERF pursuant to that certain Order of the Orphan’s Court, dated
June 30, 1988, or that are otherwise recorded in the name of or carried on the books of AHERF
or any Affiliate of AHERF other than AGH, AUMC, AUMC - Canonsburg and ASRI;
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Transferred Grants: any Grants, and amy applications for Granis or Grants in
negotiation, together with the associated rights and the post-petition liabilities under the
corresponding grant agreements, in each case as listed on Schedule 3.10(c);

Transferring Parties: AHERF, AUMP and AUHS, including their respective Estates,
individually or collectively as the context may require;

Tranosition Services Agreement: the meaning ascribed to such term in Section 6.12;
Trustee: William Scharffenberger as trustee of the AHERF Estate;

Unrestricted_Cash: all cash and cash equivalents, including unrestricted short-term
investments, other than Restricted Cash;

Unsecured Creditors Commitiee: the Official Committee of Unsecured Creditors of
AHERFE, AUMP, Centennial, AH-East and AUHS;

VHA Membership: the membership interest of AHERF in the Voluntary Hospital
Association;

West Penn: The Western Pennsylvania Healthcare System, Inc., a Pennsylvania non-
profit corporation.

1.2  Certain References. As used in this Agreement, and unless the context requires
otherwise:
(a) references to "include” or "including” mean including without limitation;

(b)  references to "partners” include general and limited partners of
parmerships and members of limited liability companies;

(c) referencesto "partnerships” include general and limited partnerships, joint
ventures and limited liability companies;

———(d) - references to "hereof”, "herein" and derivative or similar words refer to
this Agreement;

(¢)  references to any document are references to that document as amended,
consolidated, supplemented, novated or replaced by the parties thereto from time to time;

$3) references to any law are references to that law as amended, consolidated,
supplemented or replaced from time to time and all rules and regulations promulgated
thereunder;

2 references to time are references to Pittsburgh, Pennsylvania time;
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(h) references in this Agreement to the "knowledge" of the Transferring
Parties or variants thereof mean the actual knowledge, without investigation, of Patrick Hurst,
Charles Morrison, Leonard Lobiando or William Scharffenberger;

@ the gender of all words includes the masculine, feminine and neuter, and
the number of all words includes the singular and plural; and

() the divisions of this Agreement into articles, sections and subsections and
the use of captions and headings in connection therewith are solely for convenience and shall
have no legal effect in construing the provisions of this Agreement.

2. CLOSING TRANSACTIONS

2.1 Copnveyances by the AHERF Estate. Subject to the terms and conditions hereof,
at the Closing AHERF, pursuant to an order of the Bankruptcy Court and on behalf of the
AHERF Estate, shall:

§)) assign, set OVver, transfer and convey to AGH or AUMC or as otherwise
directed by the Governing Entity, in each case free and clear of liens, claims and
Encumbrances -other - than Permitted-Personal Property Encumbrances, by a bill of sale,
instrument of assignment or other similar instruments executed by AHERF that are
reasonably satisfactory to the Governing Entity, AHERF, the Trustee and the Unsecured
Creditors Committee, all of the right, title and interest of AHERF in and to:

(A)  the Assigned AHERF Agreements;
(B) the Assigned AHERF Equipment;
(C) the Assigned AHERF Personal Property Leases;
(D)  the Assigned AHERF Real Property Leases;
. —E)—— the Intellectual Properties;-and
(F) the VHA Membership; and

(i1) " execute and deliver to the Governing Entity and West Penn a stipulation
and release in the form of Exhibit 2.1(i) for the benefit of each of the "Protected
Parties™ identified on such stipulation and release,

(iii)  [Reserved]; and

(iv) execute and deliver 1o the Governing Entity on behalf of the Allegheny
Entities an instrument reasonably satisfactory to the Governing Entity, the Aliegheny
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Entities, AHERF, the Trustee and the Unsecured Creditors Committee, effecting the
withdrawal of AHERF as the sole voting member of the Allegheny Entities, consenting
to the substitution of the Governing Entity as the sole voting member of the Allegheny
Entities in licu of AHERF, and approving the Amended and Restated Articles of
Incorporation of AGH, AUMC and ASRI in the forms attached to the Affiliation
Agreement as Exhibit 2.1(a) and approving the amended and restated Bylaws of AGH,
AUMC and ASRI in the forms attached to the Affiliation Agreement as Exhibit 2.1(b).

2.2  Conveyances by the AUHS Estate. Subject to the terms and conditidﬂs hereof,
at the Closing, the AUHS Estate shall:

(i) assign, set over, transfer and convey to the Governing Entity Physician
Organization or as otherwise directed by the Governing Entity, in each case free and
clear of liens, claims and Encumbrances other than Permitted Persomal Property
Encumbrances, by a bill of sale, instrument of assignment or other similar instraments
executed by AUHS that are reasonably satisfactory to the Governing Entity, the
Allegheny Eatities, AUHS, the Trustee and the Unsecured Creditors Committee, all of
the right, title and interest of the AUHS Estate in and to:

(A) the Assigned AUHS Physician Agreements (with the
understanding.that such assignment shall become effective by notice given

to the Transferring Parties by the Governing Entity as of the

Credentialling Date)

(B) the Assigned AUHS Agreements;

(C) the Assigned AUHS/AUMP Balance Sheet Assets;

(D)  the Inmellectal Properties;

(E) the Assigned AUHS Real Property Leases;

(F)  the Assigned AUHS Personal Property Leases;

@ the AUHS Books and Records; B T
(H) all cash representing Restricted Investment Earnings; and
@ the Transferred Grants and Grant Agreements; and

(i) execute and deliver t0 the Governing Entity and West Penn 2 stipulation
and release in the form of Exhibit 2.1(i).
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23  Conveyances by the AUMP Estate. Subject to the terms and conditions hereof,
at the Closing, the AUMP Estate shall:

(i) assign, set over, transfer and convey to the Goveming Entity Physician
Organization or as otherwise directed by the Governing Entity, in each case free and
clear of liens, claims and Encumbrances (other than Permitted Personal Property
Encumbrances and other than, in the case of the conveyed AUMP Real Property, the
Permitted Encumbrances), by a bill of sale, deed, instrument of assignment or other
similar instruments executed by AUMP that are satisfactory to the Govemning Entity, the
Allegheny Entities, AUMP, the Trustee and the Unsecured Creditors Committee, al of
the right, title and interest of the AUMP Estate in and to:

(A) the Assigned AUMP Physician Agreements (with the
understanding that such assignment shall become effective by notice given

to the Transferring Parties by the Governing Entity as of the

Credentialling Date);

(B) the Assigned AUMP Agreements;

(C) the Assigned AUHS/AUMP Balance Sheet Assets;
(D) the Intellectual Properties;

(E) the Assigned AUMP Real Property Leases;

(F) the Assigned AUMP Personal Property Leases;

(G) the Conveyed AUMP Real Property;

(H) the AUMP Books and Records;

I all cash representing Restricted Investment Eamings;
()  theTransferred Grants and Grant Agreements; and

if as of the Closing Date it remains owned by AUMP, the interest
of AUMP as a general partner of Gateway; and

(i)  execute and deliver to the Governing Entity and West Penn a stipulation
and release in the form of Exhibit 2.1(ii).

2.4  Delivery by the All-East Estate. Subject to the terms and conditions hereof, at
the Closing the AH-East Estate shall execute and deliver to the Governing Emtity and West Penn
a stipulation and release in the form of Exhibit 2.1(i).
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2§  Delivery by the Centennial Estate. Subject to the terms and conditions hereof,
at the Closing, the Centennial Estate shall execute and deliver to the Governing Entity and West
Penn a stipulation and release in the form of Exhibit 2.1(i).

26 Delivery by the Unsecured Creditors Committee. Subject to the terms and
conditions hereof, at the Closing the Unsecured Creditors Committee shall execute and deliver
1o the Governing Entity and West Penn 2 stipulation and release in the form of Exhibit 2.1(ii).

27  No Other Assignments or Conveyances. Except for the Transferred Assets and
as expressly contemplated by Sections 2.1, 2.2 and 2.3 (assuming the accuracy and completeness
of the representations and warranties of the Transferring Parties), this Settlement Agreement
does not constitute an agreement or establish an obligation on the part of the Transferring Parties
to assign, set OVer, transfer or convey to any Person any asset of any character of the
Transferring Parties, and all right, title and interest of any Transferring Party in respect of any
of the foregoing shall as of and from the Closing Date be retained by such Transferring Party.
Without limiting the generality of the foregoing, the term "Transferred Assets” shall not include
the following assets of the Transferring Parties: (i) cash and cash equivalents, including
unrestricted short-term investments, other than cash representing Restricted Investment Earnings
and other than earnings on Transferred Endowments; (ii) any amount or account receivable from
AHERF, the AHERF Estate, AH-East, the AH-East Estate, Centennial, the Centennial Estate,
AUH-West, or any Affiliate of any entity- named in this clause (ii) regardless of when accrued;
(iii) the books and records listed on Schedule 2.1()(G) or Schedule 2.33()(G); (iv) the
intellecrual properties listed on Schedule 2.1()(E); and (v) zll assets used or owned by the
Transferring Parties, or any of them, which are not defined as Transferred Assets.

2.8 Payment of Settlement Consideration; Other Deliveries.

(a)  Subject to the terms and conditions hereof, at the Closing, the Governing
Entity shall do or cause to be done the following:

6 the Governing Entity shall pay or cause to be paid to the Trustee on behalf
of the Estates, by wire transfer of immediately available funds, twenty-four million
dollars ($24,000,000);

(i) the Governing Entity shall instruct the Escrow Agent to pay to (A) the
Trustee on behalf of the Estates, by wire transfer of immediately available funds, the
Deposit Escrow Amount and (B) to the Governing Entity, by wire transfer of
immediately available funds, all interest and earnings accrued on or with respect to the
Deposit Escrow Amount during the period for which it has been held in escrow by the
Escrow Agent;

(i) 'the Governing Entity and West Penn shall execute and deliver to the
Trustee, the Unsecured Creditors Committee and each of the Transferring Parties and the
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Estates, a stipulation and rejease in the form of Exhibit 2.8(a) for the benefit of each of
the "Protected Parties” identified on such stipulation and release;

(iv) the Governing Entity shall cause AMPN, ASPN and ecach of the
"Releasing Parties" identified on the stipulation and release in the form of Exhibit 2.8(a)
other than the Allegheny Entities and AUH-West to execute and deliver to the Trustee,
the Unsecured Creditors Commitiee and each of the Transferring Parties and the Estates,
a stipulation and release in the form of Exhibit 2.8(a), for the benefit of each of the
"Protected Parties" identified on such stipulation and release;

(v) the Governing Entity shall cause the Governing Entity Physician
Organization to execute and deliver to the Transferring Parties an Instrument of
Assumption, dated as of the Closing Date and reasonably satisfactory to the Transferring
Parties, pursuant to which the Goveming Entity Physician Organization agrees to assume,
pay and discharge the Assumed Liabilities as provided in Section 2.9; and

(vi) the Goveming Eniity shall pay or cause to be paid all Cure Costs with
respect to the Assigned Contracts as provided in Section 2.11.

()  Simultaneously herewith, the Governing Entity is depositing the Deposit
e -~ Escfow Amount-in-escrow under- and-pursuani-io-the Deposit Escrow-Agreement. If this
Agreement shall be terminated prior to Closing for any reason, except as provided in Section
8.4(b)(3), the Deposit Escrow Amount and all interest and carnings accrued thereon or with
respect thereto shall be paid and returned in full to the Governing Entity effective upon the date
of such termination. If the Closing shall occur, the Deposit Escrow Amount shaill be paid at
Closing to the Trustee on behalf of the Estates, and all interest and earnings accrued thereon or
with respect thereto shall be paid to the Governing Entity, by the Escrow Agent.

(c)  Subject to the terms and conditions hereof, at the Closing, each of the
Allegheny Entities and AUH-West shall execute and deliver to the Trustee, the Unsecured
Creditors Committee and each of the Transferring Parties and Estates, a stipulation and release
in the form of Exhibit 2.8(a), for the benefit of each of the "Protected Parties” identified on such
stipulation and release;

(d)  If the Bankruptcy Court orders at the hearing approving this
Agreement that the consideration contemplated by Section 2.8(a)() be posted or deposited with
the court upon the entry of the order of the Bankruptcy Court approving this Agreement and
pending the expiration of the period during which a notice of appeal may be filed with respect
to such order, the Governing Entity shail cause such amount to be so posted or deposited
pending the Closing and the expiration of such appeal period without the filing of a notice of
appeal from such order, all on terms that are customary for such a posting or deposit.
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2.0  Limited Assumption of Liabilities.

(a)  Atand subject to the Closing, the Governing Entity Physician Organization

shall assume and agree to pay and discharge, and the Governing Entity shall cause the Goveming

Entity Physician Organization to execute and deliver to the Transferring Parties an instrument

of assumption, dated as of the Closing Date and reasonably satisfactory to the Transferring

Parties, pursuant to which the Governing Entity Physician Organization agrees to assume, pay

and discharge, in a timely fashion and in full only those liabilities and obligations of the

Transferring Parties expressly described in this Section 2.9. The liabilities and obligations of

the Transferring Parties expressly described in this Section 2.9 shall consist of the Assumed

Balance Sheet Liabilities (as such term is defined in Section 2.9(b)) and the Assumed Contract

Liabilities (as such term is defined in Section 2.9(c)); the Assumed Balance Sheet Liabilities and

the Assumed Contract Liabilities collectively are referred to herein as the " Assumed Liabilities".

At and subject to the Closing neither the Transferring Parties nor their Affiliates shall have or

be responsible for, whether pursuant to this Settlement Agreement or otherwise, any liability,

obligation or responsibility whatsoever for any liabilities, claims, obligations or undertakings of

any kind or character, whether fixed or contingent, known or unknown, liquidated or unliqui-

dated, that constitutes an Assumed Liability, all of which shall, as between the Governing Entity,

the Governing Entity Physician Organization, AGH and AUMC on the one hand and the

Transferring Parties and the Estates on the other hand, be assumed and performed by the

. _ Governing Entity Physician Organization._. .. ... .. — o

()  The following labilities and obligations of AUHS and AUMP shall be

referred to herein as the "Assumed Balance Sheet Liabilities,” in each case solely to the extent

that such liabilities and obligations (A) accrue or have accrued with respect to the Transferred

Assets Businesses and (B) accrue or have accrued after the date (the "Filing Date”) of the filing
by AUHS and AUMP of their petitions under the Bankruptcy Act;

(i) all liabilities and obligations of AUHS and AUMP accrued on or prior to
the date of the AUHS/AUMP Balance Sheet and properly disclosed and reflected in
accordance with GAAP on the AUHS/AUMP Balance Sheet, other than liabilities in the
line item category "Payable to Affiliates, Net” and other than liabilitics categorized as
"pre-petition liabilities"; and

(ii)  all liabilities and obligations of AUHS and AUMP accrued after the date
of the AUHS/AUMP Balance Sheet that in each case (A) are or would be reflected on
a balance sheet of AUHS or AUMP prepared in accordance with GAAP as of the
Closing Date, excluding liabilities that are or would be reflected in the line item category
"Payable to Affiliates, Net" and (B) are incurred or accrued in the ordinary course of
business of AUHS and AUMP (and, with respect to liabilities incurred after the date of
this Agreement, incurred or accrued in accordance with the terms and conditions of this
Agreement).
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For the avoidance of doubt, in no cvent shall Assumed Balance Sheet Liabilities include any
liabilities or obligations of AUHS or AUMP: (v) for unpaid rent under Section 365(d)(3) or
Section 365(d)(10) of the Bankruptcy Code which does not comprise a portion of the Assumed
Contract Liabilities; (W) accrued on or prior to the Filing Date or that would constitute liabilities
not entitled to priority under Section 507(a)(1) of the Bankruptcy Code if not assumed
hereunder; (x) in respect of agreements with physicians that do not constitute Assigned AUHS
Physician Agreements Or Assigned AUMP Physician Agreements; (y) that arise in respect of the
Rejected AUHS Physician Agreements, the Rejected AUMP Physician Agreements, the Covered
Rejected Agreements Or otherwise as a result of the termination by AUHS or AUMP of the
employment or affiliation of any employee, physician or physician group employed by or
associated with AUHS or AUMP; o1 (z) to AHEREF, the AHERF Estate, AH-East, the AH-East
Estate, Centennial, the Centennial Estate or AUH-West, or any Affiliate of any entity named in
this clause (z), regardless of when accrued.

(¢)  The "Assumed Contract Liabilities" shall consist of and be limited t0 all
Jiabilities and obligations of the Transferring Parties, or any of them, (i) arising on and after
July 21, 1998 in respect of the Transferred Grants, (ji) arising on and after July 21, 1998 in
respect of the Transferred Endowments, and (i) arising from and afier the Closing Date under
the Assigned Comtracts. It is understood that Assumed Contractual Liabilities shall include the
obligation to maintain professional liability insurance in accordance with applicable law in
e e~ --respect of physicians who.are parties to the Assigned AUHS Physician Agreements and Assigned
AUMP Physician Agreements, including the obligation to contract for extended reporting periods
with respect to periods of employment thereunder.

2.10 No_Other Assumption of Liabilities. [Except as expressly contemplated by
Section 2.9, neither the Governing Entity, the Governing Entity Physician Organization nor any
of the Allegheny Entities shall have, assume or be responsible for, whether pursuant to this
Settlement Agreement or otherwise, any liability, obligation or responsibility whatsoever for any
liabilities, claims, obligations or undertakings of any kind or character, whether fixed or
contingent, known or unknown, liguidated or unliquidated, of any of the Transferring Parties
or the Estates, whether or not relating to the Transferred Assets or the Transferred Assets
Business (collectively, the "Retained Liabilities™), all of which shall, as between the Governing
Entity, the Governing Entity Physician Organization and the Allegheny Entities on the one hand
and the Transferring Parties on the other hand, be retained solely and exclusively by the
applicable Transferring Party. Without limiting the generality of the foregoing, and for the
avoidance of doubt, it is expressly agreed that except as expressly required by Section 5.9,
neither the Governing Entity, the Governing Entity Physician Organization nor any of the
Allegheny Entities shall have any liability, obligation or responsibility whatsoever in respect of
the Rejected AUHS Physician Agreements, the Rejected AUHS Leases, the Rejected AUMP
Physician Agreements or the Rejected AUMP Leases, all of which liabilities, obligations and
responsibilities described in this sentence shall constitute Retained Liabilities.

211 Payment of Cure Costs. On the Closing Date, the Governing Entity shall cause
any and all Cure Costs with respect to the Assigned Contracts that are required under the
Bankruptcy Code to be paid or provided for by the Governing Entity Physician Organization as
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a condition to assignment of such Assigned Contracts as contemplated by this Settlement
Agreement.

2.12 ‘License. Forateasonable period of time after the Closing Date, the Governing
Entity Physician Organization is hereby granted a royalty-free license to use the names AUHS
and AUMP pending its revision of its signage, stationery and other similar materials.

3. REPRESENTATIONS AND WARRANTIES OF THE TRANSFERRING PARTIES

Subject to Section 8.5, each Transferring Party represents and warrants to the Governing
Entity:

3.1 Powers; Consents; Absence of Conflicts, Etc. The execution, delivery and
(subject to the satisfaction of the conditions described in Section 6.3) performance of this
Settlement Agreement (i) are within the power and authority of such Transferring Party, (ii) do
not violate any Legal Requirement to which the Transferring Party may be subject, (iii) do not
conflict with or result in any breach or contravention of any material Contract to which such
Transferring Party is a party or by which such Transferring Party is bound, (iv) have been
approved by all appropriate corporate action, and (v) except as otherwise expressly provided in
this Settlement Agreement, do not require any approval of or consent of, or filing with, and
Governmental Authority or any other third party.

3.2 Binding Agreement. Subject to the satisfaction of the conditions described in
Section 6.3, this Settlement Agreement and all instruments and agreements hereunder to which
such Transferring Party is or becomes a party are (or upon execution will be) valid and legally
binding obligations of such Transferring Party, enforceable against such Transferring Party in
accordance with the respective terms hercof or thereof, except as enforceability may be subject

to general principles of equity.

33  Equipment. The Assigned AHERF Equipment and the Assigned AHERF Personal
Property Leases that are listed and described on Schedule 3.3(a) constitute all owned and leased
tangible personal property that is owned by or utilized under lease by the AHERF Estate and
that is used or useful in the conduct of the Transferred Assets Businesses. The Assigned AUMP
Equipment and the Assigned AUMP Personal Property Leases that are listed and described on
Schedule 3.3(b) constitute all owned and leased tangible personal property that is owned by or
utilized under lease by the AUMP Estate and that is used or useful in the conduct of the
Transferred Assets Businesses. The Assigned AUHS Equipment and the Assigned AUHS Leases
that are listed and described on Schedule 3.3(c) constitute all owned and leased tangible personal
property that is owned by or atilized under lease by the AUHS Estate and that is used or useful
in the conduct of the Transferred Assets Businesses. All equipment constituting Assigned
AHERF Equipment, Assigned AUMP Equipment or Assigned AUHS Equipment owned by the
Transferring Parties is well maintained and in good operating condition, except for reasonable
wear and tear. All medical and other leased equipment constituting leased personal property
under the Assigned AHERF Personal Property s, the Assigned AUMP Personal Property
Leases or the Assigned AUHS Personal Property Leases is maintained (either by the
Transferring Parties, the manufacturer or lessor, as the case may be) in accordance with
applicable lease requirements and is in good operating condition, except for reasonable wear and

00B477/010007227521.10 22

WPAHS-002131



tear. Subject to the payment of the Cure Costs by the Governing Entity in accordance with this
Settlement Agreement, and assuming the performance by the Allegheny Entities of their
obligations urider Section 510, as of the Closing Date all material payment obligations of the
Transferring Parties in respect of the Assigned AHERF Personal Property Leases, the Assigned
AUMP Personal Property Leases and the Assigned AUHS Personal Property Leases will be paid
in full for all periods through and including the month in which the Closing Date occurs. The
Rejected AUMP Leases listed or described on Schedule 3.3(b)(R) constitute all of the leases of
personal property used in the Transferred Assets Business that have been rejected by the AUMP
Estate during the pendency of its bankruptcy case. The Rejected AUHS Leases listed or
described on Schedule 3.3(c)(R) constitute all of the leases of personal property used in the
Transferred Assets Businesses that have been rejected by the AUHS Estate during the pendency
of its bankruptcy case.

3.4 Title to Personal Property. The Transferring Parties own and hold good and valid
title or leasehold title to all equipment constituting Assigned AHERF Equipment, Assigned
AUMP Equipment or Assigned AUHS Equipment and all leased equipment leased under the
Assigned AHERF Personal Property Leases, the Assigned AUMP Personal Property Leases or
the Assigned AUHS Personal Property Leases, free and clear of any Encumbrances other than
the Permitted Personal Property Encumbrances.

3.5 _Real Propenty... S . e

(@) The Conveyed AUMP Real Property listed and described in Schedule
3.5(0) constitutes all of the Real Property owned by AHERF, AUHS and AUMP that is used
or useful in the conduct of the Transferred Assets Businesses. The Assigned AHERF Real
Property Leases listed and described on Schedule 3.5(a) cover those parcels of real property as
to which the AHERF Estate is the lessee that are used or useful in the conduct of the
Transferred Assets Businesses. The Assigned AUMP Real Property Leases listed and described
on Schedule 3.5(b) cover those parcels of real property as to which the AUMP Estate is the
lessee that are used or useful in the Transferred Assets Businesses. The Assigned AUHS Real
Property Leases listed and described on Schedule 3.5(c) cover those parcels of real property as.
to which the AUHS Estate is the lessee that are used or useful in the Allegheny Entities
Businesses or the Transferred Assets Businesses. AUMP owns fee title to the Real Property
described in.Schedule 3.5(0) together with all buildings, improvements and fixtures thereon and
all appurtenances and rights thereto, free and clear of any Encumbrances other than the
Permitted Real Property Encumbrances.

()  To the knowledge of the Transferring Parties, the buildings constructed
on the Real Property described or listed in Schedules 3.5(a), 3.5(b)(A), 3.5(c}(A) or 3.5(0) are
in a state of reasonable condition and repair adequate for the continued use of the property
during the term of any applicable lease, are structurally sound, and in need of no material
maintenance Or repairs except for ordinary, routine maintenance.
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(¢)  To the knowledge of the Transferring Parties, no Transferring Party has
received notice of condemnation or similar proceeding relating to the Real Property described
or listed in Schedules 3.5(a), 3.5(b)(A), 3.5(c)(A) or 3.5(0) or any part thereof.

(d)  Subject to the payment of the Cure Costs by the Governing Eatity in
accordance with this Settlement Agreement and subject to the satisfaction of the conditions set
forth in Section 6.3, and except as set forth in Schedules 3.5(b)(A) and 3.5(c)(A), each of the
Real Property leases described in Schedules 3.5(a), 3.5(b)(A) or 3.5(c)(A) is in fuli force and
effect and enforceable in accordance with their respective terms and are for the periods set forth
in Schedules 3.5(2), 3.5(b}(A) and 3.5(c)(A). Except as set forth on Schedules 3.5(a),
3.5()(A) or 3.5(c)(A), the Transferring Parties have not received written notices of
cancellation, termination, or default under any Jease nor do any conditions currently exist which,
with or without notice or lapse of time, or both, would constitute a default under the lease.

(¢)  Subject to the payment of the Cure Costs by the Governing Entity in
accordance with this Settlement Agreement and subject to satisfaction of the conditions described
in Section 6.3, the transactions contemplated by thic Settlement Agreement will not constitute
an assignment or other event which is not permitted by any of the real property leases described
in Schedules 3.5(a), 3.5(b)(A) and 3.5(c)(A).

{f) Except as set forth in-Schedule 3.5(0), there are no sale contracts, leases,
subleases, licenses, purchases, assignments or other agreements for the transfer of any part of
the Real Property described on Schedule 3.5(0) or which allow Persons other than the
Transferring Parties to use or occupy the Real Property described on Schedule 3.5(0) or any
part thereof.

(g)  Subject to the payment of the Cure Costs by the Governing Entity in
accordance with this Settlement Agreement, and assuming the performance by the Allegheny
Entities of their obligations under Section 5.10, as of the Closing Date all material payment
obligations of the Transferring Parties in respect of the Assigned AHERF Real Property Leases,
the Assigned AUMP Real Property Leases and the Assigned AUHS Real Property Leases will
be paid in full for all periods through and including the month in which the Closing Date occurs.

.- (h)  The Rejected AUHS- Leases listed or described on Schedule 3.5(c)(R)
constitute all of the leases of real property used in the Transferred Assets Businesses that have
been or are scheduled to be rejected by the AUHS Estate during the pendency of its bankruptcy
case. The Rejected AUMP Leases listed or described on Schedule 3.5(b)(R) constitute all of
the leases of real property used in the Transferred Assets Businesses that have been or are
scheduled to be rejected by AUMP during the pendency of its bankruptcy case.

@ The Real Property described in Schedules 3.5()(A), 3.5(c)(A), and
3.5(0), including the buildings and other improvements thereon, is in compliance with all
applicable subdivision, land use, zoning, building law codes and other Legal Requirements.

008477/01000/227521.10 24

WPAHS-002133



3.6 Environmental Matters. Except as described on Schedule 3.6, the Transferred
Assets are in compliance in all material respects with all Environmental Laws and there are no
circumstances in existence that would prevent or interfere with compliance by the Transferred
Assets in all material respects with Environmental Laws. No Materials of Environmental
Concern have been or are on, or in, or released or generated or disposed from the Transferred
Assets, except those materials (i) routinely used in connection with rypical hospital uses, (ii) used
or disposed of in material compliance with applicable Legal Requirements, and (iii) which do
not and will not, with the passage of time, require any environmental remediation umnder
applicable Legal Requirements. Except as described on Schedule 3.6, mo Transferring Party
has received any communication from any Person alleging that, with respect to the Transferred
Assets, any Trapsferring Party is not in compliance in all material respects with ‘Environmental
Laws. Each Transferring Party has all permits, licenses and approvals required under applicable
Environmental Laws to own or lease the Real Property (as applicable) and to conduct the
Transferred Assets Businesses thereon as they are currently conducted.

3.7 Intellectual Properties, Computer Software, etc. Schedule 3.7 sets forth a list of
the Intellectual Property used in or developed in connection with the Transferred Assets
Businesses, and of any and all computer software, software licenses, systems maintenance
agreements and similar agreements, instruments, contracts and similar systems that are necessary
in order for the operation of the Transferred Assets Businesses to continue uninterrupted and in

e - —w—an orderly fashion-in-accordance-with-past- practice as-of-the-Closing-Date and that the

Governing Entity has designated for assignment hereby. Except as otherwise described in
Schedule 3.7 and except for customary licensing or royalty fees payable under the Contracts,
the Transferring Parties have the right to use all of the Transferred Assets listed on Schedule
3.7 free and clear of any royalty or other payment obligations, claims of infringement or other
liens. Except for events of default arising as a result of the filing of a voluntary petition for
relief under Chapter 11 of the Bankruptcy Code, and as set forth on Schedule 3.7, and subject
to the payment of the Cure Costs by the Governing Entity in accordance with this Settlement
Agreement, no Transferring Party is in material violation or infringement of, nor has amy
Transferring Party received a notice alleging any violation or infringement of, any rights of any
other Person with respect to any such Intellecmat Properties or computer software, programs or
similar systems. Schedule 7.7(c) sets forth a true and correct statement of the amount of any
Cure Costs that must be paid in order for the transfer, assignment or conveyance of such
_software, software licenses, systems maintenance agreements and-other instruments and contracts
to be validly consummated pursuant to this Agreement.

3.8 Insurance. Schedule 3.8 describes all material insurance arrangements, including
self-insurance, in place for the benefit of the Transferred Assets and the conduct of the
Transferred Assets Businesses. With respect to third party insurance, Schedule 3.8 sets forth
the name of each insurer, whether such insurer is an Affiliate of any Transferring Party, and the
pumber, coverage, limits, term and premium for each policy of insurance purchased or held by
the Transferring Parties covering the ownership and operation of the Transferred Assets and the
Transferred Assets Businesses.
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3.9  Permits 2nd Licenses. The Transferring Parties hold or own all material licenses,
permits, grants, authorizations, easements, variances, exemptions, consents, approvals, orders,
accreditations by Accreditation Bodies, franchises and certificates of need (including applications
therefor) (collectively, the "Permits”) necessary to the ownership, development or operations of
the Transferred Assets Businesses and the Transferred Assets, a true and complete list of which
is reflected on Schedule 3.9. AUMP and AUHS are duly licensed by the appropriate state
agencies and any ancillary departments located at the facilities of the Transferred Assets
Businesses that are required to be specifically licensed are duly licensed by the appropriate state
agencies, and have the accreditations from Accreditation Bodies listed on Schedule 3.9. Except
as described in Schedule 3.9, the Transferred Assets Businesses are in compliance in all material
respects with such licensing and accreditation requirements and there is no action proceeding or
investigation pending or threatened that could result in suspension or cancellation of any of the
Permits.

3.10 Agreements and Commitments.

(a) The Assigned AUMP Physician Agreements listed or described on
Schedule 3.10(a)(A) constitute each of the material Contracts with physicians and physician
practices to which AUMP is a party other than the Rejected AUMP Physician Agreements. As
of the Closing Date, subject to the payment or provision for the Cure Costs by the Governing
_Entity Physician Organization as contemplated by. this Settlement Agreement, ali obligations of
AUMP under the Assigned AUMP Physician Agreements will be paid in full for all periods
through the month in which the Closing Date occurred. The Rejected AUMP Physician
Agreements listed or described on Schedule 3.10(a)(R) constitute each of the contracts with
physicians whose practice is located in Western Pennsylvania and physician practices located in
Western Pennsylvania to which AUMP is a party that have been or are scheduled 10 be rejected
by the AUMP Estate during the pendency of its bankruptcy case.

() The Assigned AUHS Physician Agreements listed or described on
Schedule 3.10(b)(A) constitute each of the material Contracts with physicians to which AUHS
is a party other than the Rejected AUHS Physician Agreements. As of the Closing Date, subject
10 the payment or provision for the Cure Costs by the Governing Entity Physician Organization
as contemplated by this Settlement Agreement, all obligations of AUMP under the Assigned
AUHS Physician Agreements will be paid in full for all periods through the .month in which the
Closing Date occurred. The Rejected AUHS Physician Agreements listed or described on
Schedule 3.10(b)(R) constitute each of the Contracts with physicians whose practice is located
in Western Pennsylvania to which AUHS is a party that have been or are scheduled to be
rejected by AUHS during the pendency of its bankruptcy case.

(c) ‘The Transferred Grants listed or described on Schedule 3.10{¢) constitute
all Grant Agreements to which AUHS, AUMP or AHERF is a party or under which AUHS,

AUMP or AHERF is the grantce. The Grants listed on Schedule 3.10(c) listed as " Assigned
AUHS Sponsored Projects”, "Rejected AUHS Sponsored Projects” and "Project Ended” shall
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all be deemed to be Transferred Grants. Schedule 3.10(c) also includes a list of applications
for Grants and Grants in negotiation that are included in the Transferred Grants.

(d)  The Transferred Endowments included within Schedule 3.18 constitute all
of the Endowments that were intended to be for the use or benefit of one or more of the
Allegheny Entities and the interests of the Allegheny Entities in which may have been transferred
1o AHERF pursuant to that certain order of the Orphan’s Court, dated June 30, 1988, or that
may be otherwise recorded in the name of or carried on the books of AHERF or any Affiliate
of AHERF other than the Allegheny Entities.

(¢)  The Assigned AHERF Agreements listed and described on Schedule
3.10(e) constitute those material Contracts to which AHEREF is a party, that are not listed on any
Schedule referenced in Section 3.3, Section 3.5, Section 3.7 or Section 3.9 and that are used
or useful in the conduct of the Transferred Assets Businesses.

()  The Assigned AUHS Agreements listed and described on Schedule 3.10(f)
constitute those material Contracts to which AUHS is a party that are not listed on any Schedule
referenced in Section 3.3, Section 3.5, Section 3.7, Section 3.9 or Section 3.10(b) and that are
used or useful in the conduct of the Transferred Assets Businesses.

{g) - The Assigned AUMP Agreements listed and described on Schedule 3.10(g)
constitute those Contracts to which AUMP is a party that are pot listed on any Schedule
referenced in Section 3.3, Section 3.5, Section 3.7, Section 3.9 or Section 3.10(a) and that are
used or useful in the conduct of the Transferred Assets Businesses.

(h)  Except for Contracts listed on a schedule to this Agreement, complete and
correct copies of which have been made available by the Transferring Parties to the Governing
Entity;

(§)) there are no material Contracts adversely affecting the ownership or use
of, title to or interest in any Transferred Assets;

(i) there are no material Contracts with providers, physicians or physician
- .- groups;: - - - =

(i) there are no material employment or severance Comtracts; and

(iv) there are no material contracts for the management of any part of the
Transferred Assets Businesses.

@) Except for events of default arising as a result of the filing of a voluntary
petition for relief under Chapter 11 of the Bankruptcy Code, and except as set forth on Schedule
3.10{(¢), subject to the payment of the Cure Costs by the Governing Entity in accordance with
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this Settlement Agreement, none of the Transferring Parties is in material breach of amy of
Assigned Contracts.

3.11 Employees and Employee Relations.

(@)  The Governing Entity has separately received (i) a complete list (as of the
date set forth therein) of names, positions, current annual salaries or wage rates, and bonus and
other compensation arrangements of all full-time and part-time non-physician employees of
AHERF, AUMP and AUHS employed in the operation of the Transferred Assets Businesses as
of a date no earlier than April 1, 1999, and (ii) a separate complete list (as of the date set forth
therein) of mames, positions, current anmmal salaries or wage rates, and borus and other
compensation arrangements of all full-time and part-time physician employees of AUMP and
AUHS as of a date no earlier than April 1, 1999, (indicating in both lists whether each employee
is part-time or full-time, the name of the employer of such employee and whether such employee
is employed under written Contract).

(t)  Noemployees of any Transferring Party are represented by, or have made
demand for recognition of, a labor union or employee organization, and no other union
organizing or collective bargaining activities by or with respect to any employees of any
Transferring Party are taking place.

3.12 AUHS and AUMP Financial Statements. The AUHS/AUMP Balance Sheet
attached hereto as Schedule 3.12 fairly reflects in all material respects the assets and liabilities
of AUHS and AUMP as of its date, in accordance with GAAP.

3.13 Legal and Regulatory Compliance. Except as described in Schedule 3.13, AUMP
and AUHS are in compliance with all Legal Requirements, and have timely filed all reports, data
and other information required to be filed with Governmental Authorities. To the knowledge of
the Transferring Parties, except as described on Schedule 3.13, neither AUHS nor AUMP has
received motice or otherwise has kmowledge from any Person of any proceeding, audit or
investigation by Governmental Authorities or any other Person.

3.14 Govemment Reimb ent Pro d Other Pa

(a) To the extent required, each of AUHS and AUMP is qualified for
participation in and has current and valid provider contracts with the Government
Reimbursement Programs and the Non-Governmental Payor Programs under which such entity
has received reimbursement or direct payments in respect of services rendered and/or with the
fiscal intermediaries or paying agents under such programs, and complies in all material respects
with the conditions of participation therein. To the extent required, AUHS and AUMP are
entitled to payment under the Government Reimbursement Programs and the Non-Governmental
Payor Programs for services rendered to qualified beneficiaries and have received all approvals
or qualifications necessary for capital reimbursement, if any, on the Transferred Assets. Neither
AUHS nor AUMP has received or submitted any claim for payment in excess of the amount
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provided by, or otherwise in violation of, law or applicable regulations and, except as described
on Schedule 3.14, néitier AUHS nor AUMP has received notice of or otherwise has knowledge
of any dispute or claim by any Governmental Authority, fiscal intermediary or other person
regarding the Government Reimbursement Programs or the Non-Governmental Payor Programs
or AUMP’s or AUHS’s participation therein. The AUHS/AUMP Balance Sheet reflect proper
and adequate reserves for all normal and customary audit and contractual adjustments for which
the businesses of AUHS and AUMP will be liable under the Government Reimbursement
Programs and the Non-Governmental Payor Programs.

()  All claims for payment on the part of AUMP and AUHS to patients and
to third party insureds under the Government Reimbursement Programs and Non-Governmental
Payor Programs are valid and enforceable in accordance with their terms, subject only to
contractual adjustments. No such claims are subject to offset, recoupment or counterclaim by
amy patients, Governmental Authority or other third party payor.

3.15 Employee Bepefit Plans. Schedule 3.15 lists each Employee Benefit Plan and
Other Plan that any Transferring Party or any member of the Controlled Group that includes any
Transferring Party has been a sponsor of or, party to, maintains or to which it contributes
(including employee elective deferrals), or is required to contribute.

~——.. .3.16 _Litigation.and Proceedinggi——— - - — - - —— --—— -

(a) Subject to the satisfaction of the conditions set forth in Article VI and
Article VII, there are no claims, actions, suits, litigation, arbitration, mediations, investigations
and other proceedings pending or threatened against the Transferring Parties which prevent or
which seek to prevent the execution, delivery or performance of this Agreement or which affect
or seek to affect adversely the execution, delivery or performance of the obligations hereunder.

(b)  Schedule 3.16 sets forth a list and summary description of all material
claims, actions, suits, litigation, arbitration, mediations, investigations and other proceedings
pending or threatened against AUMP or AUHS as of the date of this Agreement which are not
stayed pursuant to Section 362 of the Bankruptcy Code. None of the liabilities or obligations
of AUMP or AUHS in respect of the matters described on this Schedule 3.16 shall constitute
Assumed Balance Sheet Liabilities.

3.17 Medical Staff. The Transferring Parties have made available to the Governing
Entity copies of any bylaws, rules, or regulations currently in effect with respect to the medical
staff and medical executive committees of AUHS and AUMP. To the knowledge of the
Transferring Parties, each professionally licensed employee of any of the Transferring Parties
is and at all times during his or her employment with such Transferring Party has been duly
licensed by all applicable licensing bodies and has held all professional certificates and
designations appropriate to the functions discharged by him or her.
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'3.18 ﬁ Confirmed Endowments; Sggﬂ ial Funds.

" (a) "~ Subject to the occurrence of the Closing, the Transferring Parties confirm
that they have no right, title or interest in or to any of the Confirmed Endowments listed on
Schedule 3.18, and consent to the entry of an order or orders of court(s) of competent
jurisdiction confirming the legal ownership of the Confirmed Endowments in the respective
Allegheny Entities or their fiduciaries listed on Schedule 3.18. It is recognized that (i) the
listing of market values of Confirmed Endowments on Schedule 3.18 is for informational and
identification purposes only and is neither dispositive nor warranted, and (ii) the listing of
Confirmed Endowments on Schedule 3.18 is not intended to represent a disclaimer of ownership
by the Allegheny Entities with respect to any Endowment that is not so listed.

()  To the knowledge of the Transferring Parties, except as has been described
in a proof of claim or amendment thereto filed with the Bankruptcy Court on behalf of the
Commonwealth of Pennsylvania (and without constituting an admission or denial of the matters
described in such proof of claim), and other than unpaid loans made from restricted assets of
AUHS as reflected on the AUHS/AUMP Balance Sheet, all of the Transferred Assets that are
subject to Endowment and Grant Restrictions bave been maintained, used and applied in
accordance with such Endowment and Grant Restrictions. Except for the Endowment and Grant
Restrictions set forth or described in Schedule 3.18, none of the Transferred Assets are subject

~t0 -any liability-in-respect-of-funds-received-by -any-Person for the purchase; improvement or use

of any of the Transferred Assets or the conduct of the Transferred Assets Businesses under
restricted or conditioned grants or donations, including monies received under the Hill-Burton
Act or from any other Governmental Authority.

3.19 Payments. To the knowledge of the Transferring Parties, no Transferring Party
has, directly or indirectly, paid or delivered or agreed to pay or deliver any fee, commission or
other sum of money or item of property, or other consideration, however characterized, to any
Person which is in any manner related to the Transferred Assets or the Transferred Assets
Businesses in violaton of any Legal Requirement. To the knowledge of the Transferring
Parties, no Transferring Party, nor any officer, director or trustee of any Transferring Party has
received or, as a result of the consummation of the transaction contemplated by this Settlement
Agreement, will receive any rebate, kickback or other payment in violation of amy Legal
Requirement.

3.20 Operation of the Businesses. The Transferred Assets constitute all assets (other
than working capital), properties, goodwill and businesses necessary to operate the Transferred
Assets Businesses in all material respects in the manner in which they have been operated since
the date of the AUHS/AUMP Balance Sheet.

3.21 Restricted Assets. The Transferring Parties own and hold good and valid title to

all Restricted Assets, free and clear of any Encumbrances other than the Endowment and Grant
Restrictions and any applicable Legal Requirements.
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3.22 Full Disclosure. This Agreement and the schedules and exhibits hereto, including
the Affiliation Agreement and the schedules and exhibits thereto, do not contain any material
misstatement of fact or, when taken as a whole, omit to state a material fact necessary to make
the statements contained berein or therein not misleading.

4. REPRESENTATIONS AND WARRANTIES OF THE GOVERNING ENTITY, THE
ALLEGHENY ENTITIES AND AUH-WEST

Each of the Governing Entity as to itself, the Governing Entity Physician Organization
and West Penn, and the Allegheny Entities as to themselves and AUH-West as to itself makes
the following representations and warranties to the Transferring Parties, the Trustee and the
Unsecured Creditors Committee on and as of the date hereof and shall be deemed to make them
again at and as of the Closing:

4.1 Qrganization. Each of the Governing Entity, West Penn, the Governing Entity
Physician Organization, the Allegheny Entities and AUH-West is a non-profit corporation duly
organized and validly subsisting under the laws of the Commonwealth of Pennsylvania.

42  Corporate Powers; Consents; Absence of Conflicts, Etc. Each of the Governing
Entity, the Governing Entity Physician Organization, each of the Allegheny Entities-and AUH- —
West has the requisite power and authority to conduct its business as now being conducted, to
enter into this Settlement Agreement, and to perform its obligations hereunder. Any document
or instrument executed by West Penn hereunder is or will when it is executed and delivered be
duly authorized by all requisite corporate action of West Penn. The execution, delivery and
performance by the Governing Entity, each of the Allegheny Entities and AUH-West of this
Agreement and the consummation of the transactions contemplated herein by it and the
execution, delivery and performance of the agreements executed by West Penn hereunder to
which it is a party:

(a) are within its corporate powers and are not in contravention of the terms
of its articles of incorporation and bylaws, as amended to date, and have been approved by all
requisite corporate action;

(b)  except as otherwise expressly herein provided, do not require any approval
or consent of, or filing with, any Governmental Authority;

()  do not conflict with or result in any breach or contravention of, amy
material agreement to which it is a party or by which it is bound; and

(d)  do not violate any Legal Requirement to which it may be subject.
4.3 Binding Agreement. This Agreement and all instruments and agreements
hereunder to which the Governing Entity, the Governing Entity Physician Organization, any
Allegheny Entity or AUH-West is or becomes a party, and any instruments Or agreements
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executed hereunder by West Penn, are (or upon execution will be) valid and legally binding
obligations of such party enforceable against it in accordance with the respective terms hereof
and thereof, except as enforceability against them may be restricted, limited or delayed by
applicable bankruptcy or other laws affecting creditors’ rights generally and except as
enforceability may be subject to general principles of equity. :

4.4 Brokers and Finders. Neither the Governing Entity, the Governing Entity
Physician Organization, West Penn nor any Affiliate of the Governing Entity, or West Penn, nor
AUH-West nor any officer, director, employee or agent thereof, has engaged any finder or
broker in connection with the transactions contemplated hereunder.

4.5 Payments. Neither the Governing Entity, the Governing Entity Physician
Organization, West Penn nor any Affiliate of the Governing Entity, or West Penn, or AUH-
West, or any officer, director, employee or agent thereof, has, directly or indirectly, paid or
delivered, offered to pay or deliver, or agreed to pay or deliver any fee, commission or other
sum of money or item of property, however characterized, to any Person which is now or was
previously an Affiliate or insider of the Transferring. Parties or the Allegheny Entities to induce
the consent or approvai of such Person with respect to ihie transactions contemplated bereby.

5.  COVENANTS AND AGREEMENTS OF THE PARTIES

5.1 Operations. The parties acknowledge and agree that, notwithstanding that the
Transferred Assets and the Transferred Assets Businesses are owned by the Transferring Parties,
the Transferring Parties do not exercise sole control over all aspects of the Transferred Asset
Businesses. Until the Closing Date, except as otherwise expressly provided in this Settiement
Agreement and subject to the obligations of the Transferring Parties to comply with any
applicable order of the Bankruptcy Court, the Transferring Parties shall not take any action that
is within their control and that is inconsistent with the following:

(a) (i) carrying on the Transferred Assets Businesses in the ordinary course
and in substantially the same manner as they have heretofore; (ii) without limiting the generality
of the foregoing, it is specifically agreed that the Transferring Parties shall apply all proceeds
of the collection of accounts receivable of AUHS and AUMP to the payment of liabilities that
would otherwise constitute Assumed Balance Sheet Liabilities;

(b)  maintaining the Transferred Assets in good working order and condition,
ordinary wear and tear excepted,;

(c) performing when due all Legal Requirements relating to or affecting the
Transferred Assets;

(d) keeping in full force and effect presemt insurance policies or other
comparable insurance benefitting the Transferred Assets;
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(¢)  permitting and allowing reasonable access by the Governing Entity to
establish, effective as of the Closing Date, relationships with physicians, payors and other
Persons having business relations with the Transferring Parties.

52  Certain Actions. Until the Closing Date, except as otherwise expressly provided
in this Settlement Agreement and subject to the obligations of the Transferring Parties to comply
with any applicable order of the Bankrupicy Court, the Transferring Parties shall not take any
of the following actions that is within their control, except as necessary 10 preserve the assets

of the Estates or with the approval of the Bankruptcy Court:

(a) assigning, amending or terminating any Contract constituting a Transferred
Asset, except for Immaterial Contracts or in the ordinary course of business;

() increasing compensation benefits, or other remuneration payable or to
become payable to, make a bonus or severance payment to, or otherwise entering into one or
more bonus or severance agreements with, any employee or agent of any Transferring Party,
or appointing, hiring or engaging any employee except for non-professional, at-will employees
hired in the ordinary course of the Transferred Assets Businesses;

(c) creating, agreeing to create, guaranteeing, assuming or permit to exist any
 new Encumbrance upon any of the Transferred Assets;

(d)  selling, assigning, transferring, distributing or otherwise transferring or
disposing of any Transferred Assets other than owned personal property in the ordinary course
of business subject to the replacement thereof with comparable replacements;

€ taking any action outside the ordinary course of the Transferred Assets
Businesses;

(f) canceling, forgiving, releasing, discharging or waiving any receivable or
any similar Asset that may constitute a Practice Account Receivable, or agreeing to do any of
the foregoing, except in the ordinary course of the Transferred Asscts Businesses consistent with
past practices and with respect to a Person that is not an Affiliate of any Transferring Party or
any Allegheny Entity;

(g) terminating, amending or otherwise modifying any Employee Benefit Plan
or Other Plan, except for amendments required to comply with applicable Legal Requirements;

(h)  applying the proceeds of the collection of amy accounts receivable of

AUHS or AUMP for any purpose other than the payment of liabilities that would constitute
Assumed Balance Sheet Liabilities; or

(i)  requiring any cash payment from the Allegheny Entities or AUH-West that
does not represent a charge for the direct cost of services that had been provided for the benefit
of an Allegheny Entity, AUHS or AUMP for periods after March 1, 1999.
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53  Access to and Provision of Additional Information.

(a) ~ Until the Closing, thé Transferring Parties shail provide to the Governing
Entity, on reasonable request and during normal business hours, full and complete access to and
the right to inspect and copy, at the Governing Entity's cost, the Transferred Assets, books and
records of the Transferring Parties relating to the Transferred Assets Businesses, access to the
Transferring Parties’ files and other records regarding claims, actions, suits, litigation,
arbitration, mediations, investigations and other proceedings pending against or otherwise
affecting the Transferred Assets Businesses or the Transferred Assets, and such additional
financial, operating and other data and information regarding the Transferred Assets Businesses
as the Governing Entity may from time to time reasonably request, whether such books, records
and data are in the possession of the Transferring Parties or in the possession of a consultant or
advisor to the Transferring Parties.

(b)  After the Closing, the Transferring Parties, the Trustee and the Unsecured
Creditors Committee shall have the opportunity to review, and the Allegheny Entities shail
provide to the Transferring Parties, on reasonable request and during normal business hours, full
and complete access to and the right to inspect the Transferred Assets and to inspect and copy
all books and records relating to the Transferred Assets Businesses that are in the possession of
or controlled by the Allegheny Entities, including any Allegheny Entities’ files and other records
regarding claims, . actions, suits, litigation, arbitration, mediations, investigations and other
proceedings pending against or otherwise affecting the Transferred Assets Businesses or the
Transferred Assets, whether such books, records and data are in the possession of the Allegheny
Entities or in the possession of a consultant or advisor to the Allegheny Entities, all of the
foregoing at the reasonable cost and expense of the Transferring Parties.

{c) The exercise of any right of access granted herein shall not unreasonably
interfere with the business operations of the Transferred Asset Businesses. -

5.4  Governmental Authority Approvals; Consents to Assignment. Until the Closing
Date, each Transferring Party, each Allegheny Entity and the Governing Entity shall
(i) promptly apply for and use all reasonable efforts to obtain as soon as practicable all consents,
approvals, authorizations and clearances of Governmental Authorities required of it to
consummate the transactions contemplated hereby, (ii) provide such information and
communications to Governmental Authorities as the other party or such Persons may reasonably
request, (iii) reasonably assist and cooperate with other parties to obtain all consents, licenses,
permits, approvals, authorizations and clearances of Governmental Authorities that the other
parties reasonably deem necessary or appropriate, and to prepare any document or other
information reasonably required of it by any such Persons to consummate the transactions
contemplated herein, and (iv) otherwise use all reasonable efforts to cause the Closing to occur
as soon as possible; provided that, notwithstanding the foregoing, no party shall have any
obligation under such provisions to pay any cash amounts to Governmental Authorities other
than filing fees.
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55  Further Acts and Assurances. At any time and from time to time at and after the
Closing, upon request of a party, each other party shall do, execute, acknowledge and deliver,
or cause to be done, executed, acknowledged and delivered, such further acts, deeds, powers
of attorney, confirmations and assurances as the requesting party may reasonably request to more
effectively consummate the transactions contemplated, including to more effectively and
completely convey the Transferred Assets to or as directed by the Governing Entity. Each party
shall also furnish, at the reasonable request and sole cost of another party, such information and
documents in its possession or under its control, or which such furnishing party can execute of
cause to be executed, as will enable the requesting party to prosecute any and all petitions,
applications, claims and demands relating to the transactions contemplated hereby.

5.6 Restricted Assets. The Governing Entity acknowledges that the Restricted Assets
are subject to the Endowment and Grant Restrictions. The Governing Entity will cause the
Allegheny Entities to take such actions after Closing as are reasonably necessary to comply with
the conditions of such Endowment and Grant Restrictions, including but not limited to
establishment and maintenance of the Endowment and Grant Accounts.

57 Costs and Expenses.

(@)  Except as otherwise expressly set forth in this Agreement, all expenses of
the preparation of this Agreement and of the consummation of the transactions contemplated
" hereby, including counseél, accounting, brokerage and investment advisor fees and disbursements,
shall be borne by the respective party incurring such expense, whether or not such transactions
are consummated.

()  The Governing Entity shall pay the cost of environmental, engineering and
other professional studies undertaken by the Goveming Entity.

5.8 Covered Rejected Agreements. Schedule 5.8 lists all physician agreements and
leases (the "Covered Rejected Agreements”) that (i) as of April 20, 1999 had not been subject
to a motion to reject filed by the Estates, and (ii) are included in schedules of Rejected AUHS
Physician Agrecments listed on Schedule 3.10(b)(R), Rejected AUHS Leases listed on Schedule
3.3(c)(R) or Schedule 3.5(c)(R), Rejected AUMP Physician Agreements listed on Schedule
3.10(a)(R) and/or Rejected AUMP Leases listed on Schedule 3.3(b)(R) or Schedule 3.5()}R).
Service and maintenance agreements associated with physician agreements and leases that are
Covered Rejected Agreements shail also be deemed to constitate Covered Rejected Agreements.
The Estates shall promptly, and in any event within thirty days (30) after the date of this
Settlement Agreement, file a motion with the Bankruptcy Court to reject each Covered Rejected
Agrecment, and the Covered Rejected Agreement shail not constitute an Assigned AUHS
Personal Property Lease, Assigned AUHS Physician Agreement, Assigned AUHS Real Property
Lease, Assigned AUMP Personal Property Lease, Assigned AUMP Physician Agreement or
Assigned AUMP Real Property Lease for any purpose hereof. Between the date hereof and the
Closing Date, the Governing Entity shall be permitted by notice given to the Trustee to
supplement and add to the Schedules of Covered Rejected Agreements, provided that no such
additions shall decrease the pumber of physicians listed on Schedule 3.10(a){(A) (Assigned
AUMP Physician Agreements) or on Schedule 3.10(b)(A) (Assigned AUHS Physician
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Agreements, by more than 10% by oumber of physicians (in each case as compared to such
schedules as of the date hereof). In addition, if after the date hereof either the Govemning Entity
or the Transferring Parties identifies personal property leases to which AUHS is a party and that
are listed on neither Schedule 3.3(c)(A) or 3.3(c)(R), then upon such identification, the
Governing Entity shall give notice of whether it elects to treat such personal property leases as
being inchided in Schedule 3.3(c)(A) or 3.3(c)(R). Upon the giving of any such notice described
in this Section 5.8 whichadds to a schedule of rejected agreements or leases, (i) the Estates shall
promptly, and in any event within 30 days after the giving of such notice, file a motion to reject
the applicable agreement or lease and thereafter use all reasonable efforts to cause such rejection
10 become final, (ii) the applicable agreement Or Jease so added to such Schedule shall be
deemed to constitute a part of such Schedule for all purposes hereof, (iii) the applicable
agreement or lease shall not constitute an Assigned AUHS Personal Property Lease, Assigned
AUHS Physician Agreement, Assigned AUHS Real Property Lease, Assigned AUMP Personal
Property Lease, Assigned AUMP Physician Agreement of Assigned AUMP Real Property Lease
for any purpose hereof, (iv) such agreements shall constitute Covered Rejected Agreements.

5.0  Payment in Respect of Covered Rejected Agreements. When the Final Unsecured
Payment Percentage has been determined for a given Esiaie, the Trustee on behalf of such Estate
shall give notice to the Goveming Entity of the following (in each case without taking into
consideration the payments required to be made by the Governing Entity under this Section 5.9):
__ (i) the aggregate amount of payments such Estate would be required to make under the Covered
Rejected Agreements; (i) the portion of the amount described in clause (i) that is properly
classifiable as an unsecured claim against such Estate (the " Covered Unsecured Claim Amount”);
(iii) the portion of the amount described in clause (i) that constitutes an administrative claim
against such Estate (the "Covered Administrative Claim Amount"); and (iv) the portion of the
amount described in clause (i) that constitutes a priory claim against such Estate (the "Covered
Priority Claim Amount”). The Governing Entity Accountant shall have thirty (30) days to
review the report reflected in such notice, and shall during such thirty (30) day period have
access to the books and records of such Estate that are necessary to analyze and verify the
figures and amounts reflected in such report. If the Governing Entity Accountant does not agree
with the calculation or classification of any amounts reflected in such report, any such
disagreements shall be referred to the Arbiter for resolution. The Arbiter shall resolve any such
disagreements within a further period of thirty (30) days, and any such resolution shall be final,
conclusive and binding upon the parties hereto. If the Governing Entity Accountant does not
disagree with the calculations and classifications reflected in such report, or in the event of any
such disagreements upon the resolution thereof by the Arbiter, within five (5) days after the
thirtieth day following the giving of such notice of such report (or within five (5) days after the
resolution of such disagreements by the Arbiter as applicable), the Governing Entity shall pay
or cause to be paid to the Trustee on behalf of such Estate an amount equal to the sum of (i) the
product of (x) 50% times (y) the Final Unsecured Payment Percentage applicable to such Estate
times (z) the Covered Unsecured Claim Amount, and (ii) the product of (x) 50% times (y) the
sum of Covered Administrative Claim Amount and the Covered Priority Claim Amount for such
Estate.

5.10 Payment of Direct Costs. From and after the date hereof the Allegheny Entities
shall promptly pay to the applicable Transferring Parties, not less frequently than monthly, all
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amounts that represent charges for the direct cost of goods or services provided by any Person
for the benefit of any Allegheny Entity, AUHS, AUMP or otherwise for the benefit of the
Transferred Asset Businesses for periods after March 1, 1999. In no event shall any party other
than the Allegheny Entities, inciuding without limitation the Governing Entity, have any liability
for the payment of any obligation described in this Section 5.10.

5.11 Litigation Support. In the event and for so long as any of the Transferring Parties
or their Affiliates, the Trustee or the Unsecured Creditors Committee actively is pursuing,
contesting or defending against any action, suit, proceeding, hearing, investigation, charge,
complaint, claim or demand in connection with any fact, circumstance, status, condition,
practice, plan, occurrence, event, incident, action, failure to act, or transaction invoiving any
of the Transferring Parties or their Affiliates or the Transferred Asset Businesses, each other
party shall cooperate with him or it and with his or its counsel, and will make, at reasonable
times and on reasonable notice, available their personnel, and provide such testimony and, at
reasonable times and on reasonable notice, access to their books and records as shall be
necessary in connection with the pursuit, contest or defense, all at the cost and expense of the
pursuing, contesting or defending party.

5.12 Treosition Services. At and subject to Closing, AHERF, the Governing Entity
and certain of the Allegheny Entities shall enter into a transition services agreement (the
*Transition Services Agreement”) in form and substance satisfactory to the Transferring Parties
" and the Governing Entity. =~ =~ )

5.13 Releases and Reconveyance. The Governing Entity will not and will cause its
Affiliates not to enter into a settlement and release with a party to a Rejected AUMP Physician
Agreement or a Rejected AUHS Physician Agreement unless the benefit of such settlement and
release extends to and releases the Transferring Parties from all claims of such party. If within
six months after the Closing the Governing Entity shall not have obtained such a release in favor
of the Transferring Parties as to physician party to any Rejected AUMP Physician Agreement
or Rejected AUHS Physician Agreement, the Governing Entity Physician Organization shall at
the request of the Trustee convey back to the Estates (as directed by the Trustee) the tangible
personal property utilized directly in the practice of such physician, without warranty or
recourse, for consideration equal to $10.

5.14 Public Announcements. No party, nor any of their Affiliates, shall make any
public announcement with respect to this Settlement Agreement, the Affiliation Agreement or
the transactions contemplated hereby or thereby without making a good faith effort to consult
with the other parties.

5.15 RAP Maners. Notwithstanding anything to the contrary in this Settlement
Agreement, the obligations of the parties, if any, with respect to the RAP Plan and any pension
liabilities arising thereunder or in connection therewith shall be governed by the PBGC
Agreement in the form attached as Exhibit 5.15. The Closing hereunder shall not occur except
upon the simultaneous closing under the PBGC Agreement, and the terms” of the PBGC
Agreement shall survive the Closing hereunder notwithstanding anything to the contrary in this
Settlement Agreement.
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6. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE TRANSFERRING
PARTIES

The obligations of the Transferring Parties hereunder are subject to the reasonable
satisfaction of the Transferring Parties that, on or prior 10 the Closing Date, the following
conditions have been satisfied, unless waived in writing by the Transferring Parties (it being
understood that, except for the conditions set forth in Section 6.5, which may be waived only
with the consent of the PBGC, and for the condition set forth in Section 6.9(ii), which may not
be waived, each of the following conditions may be deemed to be satisfied or may be waived
only in the sole discretion of the Transferring Parties and neither the Transferring Parties nor
any of their Affiliates shall bave any lisbility or obligation to any other party hereto as a result
of any determination of the Transferring Parties that any such condition has failed to be
satisfied):

6.1  Representations and Warranties; Covenants.

(@) The representations and warranties of the Governing Entity contained in
this Agreement shall be rue and correct in all material respects on the Closing Date, as if made
on and as of the Closing Date.

: (b)- - The terms, covenants and agreements to be complied with or performed
by the Governing Entity and the Allegheny Entities on or before the Closing Date shall have
been complied with and performed, including without limitation the obligations of the Allegheny
Entities pursuant to Section 5.10 and the obligations of the Governing Entity in Section 8.3.

6.2  Adverse Actjon or Proceeding. No action or proceeding before any Governmental
Authority shall have been instituted or threatened to restrain or prohibit the transactions herein
contemplated and shall continue to be pending, and there shall not be in effect any order
restraining, enjoining or otherwise preventing consummation of the assignment, transfer and
conveyance of the Transferred Assets and the other transactions contemplated hereunder.

6.3 Pre-Closing Confirmations. An order of the Bankruptcy Court authorizing the
consummation of the transactions contemplated hereby shall have been entered that is reasonably
satisfactory to the Transferring Parties, and such order shall bave fixed the level of Cure Costs
in accordance with Schedule 7.7(c) or otherwise in 2 manner satisfactory to the Transferring
Parties. ‘The Transferring Parties shall have obtained documentation or other evidence
reasonably satisfactory to the Transferring Parties that (i} the Transferring Parties, the Allegheny
Entities and the Governing Entity have received or will receive the other approvals,
authorizations and clearances of Governmental Authorities and other Persons required of them
or advisable in the judgment of the Transferring Parties or the Trustee or the Unsecured
Creditors Committee to consummate the transactions contemplated hereby, the failure to receive
which would violate the provisions of applicable law or expose any Transferring Party or the
Governing Entity or any Allegheny Entity to any material liability; and (ii) all applicable waiting
periods under the HSR Act bave expired.
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6.4 Deliveries at Closing. The Governing Entity, West Penn and the Allegheny
Entities and AUH-West shall have delivered to the Transferring Parties or the Trustee, as
applicable, iri fortii reasonably” acceptable to the Transferring Parties, the Trustee and the
Unsecured Creditors Committee, all agreements, instruments, certificates or other documents
required to be executed by the Governing Entity, West Penn or any Allegheny Entity or AUH-
West pursuant to this Settlement Agreement.

6.5 PBGC Agreement. The parties to the PBGC Agreement other than the -
Transferring Parties shall have executed and delivered the PBGC Agreement in the form of
Exhibit 5.15.

6.6 AUH-West. The corporate entity and unsatisfied liabilities of AUH-West shall
have been dealt with in a manner satisfactory to the Transferring Parties, and AUH-West shall
have delivered to and for the benefit of the Transferring Parties a release having the same effect
as the release attached hereto as Exhibit 2.8(a).

6.7 No Adverse Effect on D&O Insurance. The Transferring Parties, the Trustee and
the Unsecured Creditors Committee shall be satisfied that the performance of this Settlement
Agreement or the Affiliation Agreement, or any of the transactions contemplated hereby or
thereby, including without limitation the execution and delivery of stipulations and releases by

_any of the "Releasing Parties” as contemplated by Exhibit- 2.1(i) or Exhibit 2.8(a), shall not
adversely affect the rights of the Transferring Parties, or any of them, the Trustee or the
Unsecured Creditors Committee, or any of their respective Affiliates, under or in respect of any
policy of insurance for claims that might be made against any Person in his capacity as a current
or former director, officer, trustee, employee, agent or representative of any Transferring Party
or their respective Affiliates.

6.8 West Penn Guarantee. West Penn shall have delivered to the Trustee on behalf
of the Transferring Parties a guarantee, in form and substance reasonably satisfactory to the
Trustee (including customary representations and warranties reasonably satisfactory to the
Trustee), of the obligations of the Governing Entity under Section 5.9 and Section 5.13 and of
the obligations of the Governing Emtity Physician Organization pursuant to the Physician Entity
Management and License Agreement, the Trustee shall have received the opinion of counsel to
West Penn with respect to matters corresponding to those reflected in Schedule 8.3, and the
Transferring Parties shall be satisfied in their discretion with the creditworthiness of West Penn.

6.9 Legal Matters. All legal maners affecting the transactions contemplated hereby
shall be reasonably satisfactory to the Trustee, the Transferring Parties and the Unsecured
Creditors Committee. Without limiting the generality of the foregoing, the Trustee, the
Transferring Parties and the Unsecured Creditors Committee shall be reasonably satisfied that
(i) the Attorney General of the Commonwealth of Pennsylvania shall have approved the terms
of this Settlement Agreement, (ii) the approval of the Orpbans’ Court of the transfer of the
Transferred Endowments and the other transactions contemplated hereby and by the Affiliation
Agreement shall have been obtained, and (iii) that none of the Trustee, the Transferring Parties
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and the Unsecured Creditors Committee will have any legal or equitable responsibility (statutory,
in equity or at common law) for any of the Assumed Liabilities or any liabilities, debts or
obligations of the Allegheny Entities.

6.10 Payment of Direct Costs. As of the Closing Date, the Allegheny Entities shall
have paid to the applicable Transferring Parties all amounts that represent charges for the direct
costs of goods or services provided by or for the account of any Transferring Party for the
benefit of any Allegheny Entity, AUHS, AUMP or otherwise for the benefit of the Transferred
Assets Businesses for periods after March 1, 1999.

6.11 Physician Entitv Management and License Agreement. The Governing Entity
Physician Organization shall have entered into an agreement (the "Physician Entity Management
and License Agreement™), dated as of the Closing Date, in form and substance satisfactory (0
the Transferring Parties, pursuant to which (a) for the period between the Closing Date and the
Credentialling Date, the Governing Entity Physician Organization agrees (i) to manage and
administer, without compensation, the business of AUHS carried on through the Assigned AUHS
Physician Agreements and the business of AUMP carried on through the Assigned AUMP
Physician Agreements (including licensed physician extenders currently employed by AUHS or
AUMP, the "Physician Practice Business"), (ii) to pay to AUHS or AUMP, as appropriate,
when and as incurred, and on a basis such that AUHS and AUMP are not out-of-pocket, the cost
of the fulfillment of the obligations_of AUHS under and in respect of the Assigned AUHS
Physician Agreements and of AUMP under and in respect of the Assigned AUMP Physician
Agreements, (iii) to grant to AUHS a license permitting the physicians who are parties to the
Assigned Physician Agreements to occupy the premises governed by the Assigned AUHS Real
Property Leases and to grant to AUMP a license permitting the physicians who are parties to
the Assigned AUMP Physician Agreements to occupy the premises covered by the Assigned
AUMP Real Property Leases, all without any considerations, and (iv) to bear and hold AUHS
and AUMP harmless from and against all risk of the conduct of the Physician Practice Business,
provided that AUHS and AUMP comply with their obligations under the Physician Entity
Management and License Agreement (without limiting the generality of the foregoing, it is
understood that such agreement shall provide that, if the Governing Entity Physician
Organization fails to fund on or prior to the due date any amount due from AUHS under or in
respect of the Assigned AUHS Physician Agreements or any amount due from AUMP under or
in respect of the Assigned AUMP Physician Agreements of which the Governing Entity
Physician Organization has actual knowledge, then AUHS or AUMP, as applicable, shall be
entitled to terminate the Assigned AUHS Physician Agreements or the Assigned AUMP
Physician Agreements, as applicable, and the Governing Entity Physician Organization shall
indemnify and hold harmless AUHS and AUMP from and against any and all liability, cost,
expense or damage arising out of or relating to such termination), and (b) AUHS and AUMP
agree (i) for the period between the Closing Date and the Credentialling Date, to authorize the
Governing Entity Physician Organization to manage and administer, and to delegate to the
Governing Entity Physician Organization the full discretion to manage and administer, to the full
extent itted by applicable law, the Physician Practice Business, (ii) for the period between
the Closing Date and the Credentialling Date, to take all steps necessary on their respective parts
to facilitate and implement such management and administration, and (iii) on the Credentialling
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Date to transfer, assign and convey without Tepresentation or warranty and without recourse, alt
of their right, title and interest in and to the accounts receivable generated through the conduct
of the Physician Practice Business during the period between the Closing Date and the
Credentialling Date.

6.12 Transition Services Agreement. The Governing Entity shall have entered into the
Transition Services Agreement, dated as of the Closing Date, in form and substance satisfactory
to the Transferring Parties, for the provision of real estate, accounting and information services
for a period of time after the Closing Date.

6.13 Covenant Regarding Suits. The Governing Entity shall have entered into a
mutually acceptable covenant against lawsuits against former directors and officers of the

Transferring Parties.
7. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE GOVERNING ENTITY

The obligations of the Governing Entity hereunder are subject to the reasonable
satisfaction of the Governing Entity on or prior to the Closing Date, that the following conditions
have been satisfied, uniess waived in writing by the Governing Entity (it being understood that
except for the conditions set forth in Section 7.12, which may be waived only with the consent
of the PBGC, and for the condition set forth in Section 7.11(ii), which may not be waived, each
_ of the following conditions may_be deemed to be. satisfied or may be waived only in the sole
discretion of the Governing Entity, and that such conditions may fail of satisfaction as a result
of a determination by Highmark that such conditions have not been met; neither the Governing
Entity, Highmark or any of their Affiliates shall have any liability or obligation to any other
party hereto as a result of any determination of the Governing Entity or Highmark that any such
condition has failed to be satisfied):

7.1 Representations and Warranties; Covenants.

(a)  The representations and warranties of the Transferring Parties contained
in this Agreement shall be true and correct in all material respects on and as of the Closing
Date, as if made on such date, except to the extent that the failure of such representations and
warranties (individually or in the aggregate) to be true and correct in all material respects would
not materially interfere with the wansfer and conveyance of the Transferred Assets to or as
directed by the Governing Entity, and would not increase the Assumed Balance Sheet Liabilities
beyond the level reflected on the AUHS/AUMP Balance Sheet by an amount in excess of
$1,500,000.

(b)  The terms, covenants and agreements to be complied with or performed
by the Transferring Parties on or before the Closing Date shall have been complied with and
performed in all material respects, including without limitation the obligations of the
Transferring Parties in Section 8.2.

7.2  Adverse Action or Proceeding. No action or proceeding by any Governmental
Authority shall have been instituted seeking to restrain or prohibit the transactions herein
contemplated and shall contime to be pending, and there shall not be in effect any order

00B4TFMI000M22TI21. 10 41

WPAHS-002150



restraining, enjoining or otherwise preventing consummation of the transfer of the Transferred
Assets or the other transactions contemplated hereunder.

73  Pre-Closing_Copfirmations. The Governing Entity shall have obtained
documentation or other evidence reasonably satisfactory to the Governing Eatity that (i) the
Transferring Parties and the Governing Entity have received or will receive all approvals,
authorizations and clearances of Governmental Authorities and other Persons required of them
or advisable in the judgment of the Governing Entity to consummate the transactions
contemplated hereby, the failure to receive which would violate the provisions of applicable law
or expose any Transferring Party or the Governing Entity to any material liability, including
without limitation consents of the Governing Entity’s governing bodies and consents of third
parties required or deemed advisable by the Governing Entity in order for the Governing Entity
1o consummate the transactions contemplated hereby, including without limitation the consents
of the holders of the long term indebtedness of The Western Pennsylvania Healthcare System,
Inc. and its Affiliates; and (ii) all applicable waiting periods under the HSR Act have expired.
Without limiting the generality of the foregoing, an order of the Bankruptcy Court shall have
been obtained with respect to the transactions contemplated hereby and by the Affiliation
Agreement, the terms of which and the procedures for eniry of which are satisfactory to the
Governing Entity and that, inter alia, does not by its terms allocate to the Allegheny Eatities o
the Governing Entity any responsibility for the payment of professional fees, and such order
shall have become final and not be subject to a pending appeal.

74  Deliveries at Closing. The Transferring Parties shall have delivered to the
Governing Entity, in form reasonably acceptable to the Governing Entity, all agreements,
instruments, certificates or other documents required to be executed by any Transferring Party

pursuant to this Agreement.

7.5  Affiliaion Agreement. The transactions contemplated by the Affiliation
Agreement shall have been consummated in all material respects in accordance with the terms
and conditions of the Affiliation Agreement, a true, correct and complete copy of which as of
the date hereof is attached hereto as Exhibit 7.5. It is acknowledged and agreed that, except
for the conditions set forth in Section 7.7(a) of the Affiliation Agreement, which may be waived
only with the consent of the PBGC, the conditions set forth in Article 7 of the Affiliation
Agreement to the obligations of West Penn and the Governing Entity under the Affiliation
Agreement may be deemed to be satisfied or may be waived in the sole discretion of the
Governing Entity, and that such conditions may fail of reasonable satisfaction as a result of a
determination by Highmark that such conditions have not been met. Neither the Governing
Entity, Highmark nor any of their Affiliates shall have any liability or obligation to any other
party hereto if the transactions contemplated by the Affiliation Agreement fail to close as a result
of any determination of the Governing Entity or Highmark that any such condition has failed to
be satisfied.

7.6 Release. AUH-West shall have delivered a release in favor of the Governing
Entity, West Pern and the Allegheny Entities in form and substance satisfactory to the
Governing Entity.
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7.7  Absence of Accrued Deficits. The Governing Entity shall be reasonably satisfied
that there are no obligations that are due and owing and that remain unpaid under the Assigned
Contracts or the Transferred Grant Agreements other than (i) Assumed Liabilities, (ii) Cure
Costs that are fully and accurately described on Schedule 7.7(c), (iii) to the extent permitted by
the express terms hereof, obligations that are accruing in respect of the month in which the
Closing Date occurs and that are not overdue and (vi) in the case of the Assigned AUHS
Physician Agreements and the Assigned AUMP Physician Agreements, accrued amounts for
incentive and bomus compensation for fiscal years 1998 and 1999 that are not in excess of the
amounts reflected on Schedule 7.7(a) and Schedule 7.7(b), respectively. The order of the
Bankruptcy Court described in Section 7.3 shall have fixed the level of Cure Costs in
accordance with Schedule 7.7(c) or otherwise in a manner satisfactory to the Governing Entity.

7.8 Transferred Endowments. The Governing Entity shall be reasonably satisfied that,
effective as of the Closing Date, the Transferring Parties, and the Trustee, for himself and on
behalf of the AHERF Estate, shall have assigned, set over, transferred and conveyed to AGH
or AUMC or as otherwise directed by the Governing Entity, gratuitously and without any
consideration whatsoever, free and clear of liens, claims and Encumbrances, by an instrument
satisfactory to the Governing Entity, all of the right, title and interest of the Transferring Parties
and AHERF in and to the Transferred Endowments.

7.9  Physician Entity Management and License Agreement. AUHS and AUMP shall
have entered into the Physician Entity Management and License Agreement in form and
substance satisfactory to the Governing Entity.

7.10 Transition Services Agreement. The Transferring Parties shall have entered into
a Transition Services Agreement in form and substance satisfactory to the Governing Entity.

7.11 Legal Matters. All legal matters affecting the transactions contemplated hereby
shall be reasonably satisfactory to the Governing Entity. Without limiting the generality of the
foregoing, the Governing Entity shall be reasonably satisfied that (i) the Attorney General of the
Commonwealth of Pennsylvania shall have approved the terms of this Setilement Agreement,
(ii) the approval of the Orphans’ Court of the transfer of the Transferred Endowments, the
confirmation of the legal title to the Confirmed Endowments and the other transactions
contemplated hereby and by the Affiliation Agreement shall have been obtained, and (iii) none
of the Governing Entity or any of the Allegheny Entities will have any legal or equitable
responsibility (statutory, in equity or at common law) for any of the liabilities, debts or
obligations of the Transferring Parties other than the Assumed Liabilities.

7.12 PBGC Agreement. The parties to the PBGC Agreement other than the Governing
Entity shall have executed and delivered the PBGC Agreement in the form of Exhibit 5.15.

7.13 Covenant Regarding Suits. The Governing Entity and the Transferring Parties
shail have mutually agreed upon the terms of the covenant contemplated by Section 6.13.
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8. CLOSING: TERMINATION OF AGREEMENT

8.1 Closing. Consummation of the transactions contemplated by and described in this
Agreement (the "Closing") shall take place at the offices of AGH at 10:00 a.m. on the first
business day following reasonable satisfaction or waiver of the conditions set forth in Articles
6 and 7, or at such time or place as the parties may mutually agree. Unless otherwise agreed
in writing by the parties at Closing, the Closing shall be effective for accounting purposes as of
12:01 A.M. on the day following the Closing Date.

8.2  Action of the Transferring Parties at Closing. At the Closing and unless otherwise
waived in writing by the Governing Entity, the Transferring Parties shall deliver to or as
directed by the Governing Entity:

(2) an instrument of approval executed by the Trustee as comemplated by
Section 2.1(iv), and copies of such other documentation as is customary and appropriate to
authorize and approve the execution and delivery of this Agreement and the consummation of
the transactions contemplated hereby;

()  centificates of the duly authorized President, Vice President or other
appropriate officer of each Transferring Party certifying that the representations and warranties
of such Transferring Party contained in this Agreement are true and correct in all material
respects on and as of the Closing Date, and that each and all of the terms, covenamts and
agreements to be complied with or performed by such Transferring Party on or before the
Closing Date have been complied with and performed,;

© the opinion dated the Closing Date of counsel to the Trustee with respect
to the matters set forth on Schedule 8.2;

{d)  physical possession of the Conveyed AUMP Real Property and the
premises covered by the Assigned AHERF Real Property Leases, the Assigned AUHS Real
Property Leases and the Assigned AUMP Real Property Leases; and

(e)  possession of all tangible assets that are included in the Transferred Assets
and are not located at the premises described in Section 8.2(d).

8.3  Action of the Governing Entity at Closing. At the Closing and unless otherwise
waived in writing by the Transferring Parties, the Governing Entity shall deliver to the
Transferring Parties:

(a) copies of resolutions duly adopted by the board of trustees or directors of
the Governing Entity authorizing and approving the Governing Entity’s execution and delivery

of this Agreement and the transactions contemplated hereby, certified as true and in full force
and effect as of the Closing Date by an appropriate officer of the Governing Entity,
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() cenificates of the duly authorized President or a Vice President or other
appropriate officer of the Governing Entity cenifying that the representations and warranties of
the Governing Entity contained in this- Agreement are true and correct in all material respects
on and as of the Closing Date, and that each and all of the terms, covenants and agreements to
be complied with or performed by the Governing Entity on or before the Closing Date have been
complied with and performed; and

(c) the opinion dated the Closing Date of counsel to the Governing Entity with
respect to the matters set forth on Schedule 8.3.

8.4  Termination Prio Closing.

(a) Notwithstanding anything herein to the contrary, this Agreement may be
terminated, and the transactions contemplated by this Agreement abandoned, upon notice by the
terminating party to the other parties:

(i) at any time before the Closing, by mutual consent of the Governing
Entity on the one hand, and the Transferring Farties, the Trustee and the Unsecured
Creditors Committee on the other hand;

__(ii)__by the Governing Entity on the one hand, or. the Transferring
Parties, the Trustee or the Unsecured Creditors Committee on the other hand, if a court
of competent jurisdiction or other Governmental Authority shall have issued a
nonappealable final order, decree or ruling or taken any other action, in each case having
the effect of permanently restraining, enjoining or otherwise prohibiting consummation
of the transactions contemplated by this Agreement;

(iii)  at any time before the Closing, by the Governing Entity on the one
hand, or the Transferring Parties, the Trustee or the Unsecured Creditors Committee, on
the other hand, in the event of material breach of this Agreement by the other (non-
terminating) party or if the reasonable satisfaction of any condition to such party’s
obligations under this Agreement becomes impossible or impracticable with the use of
all reasonable efforts and the failure of such condition to be satisfied is not caused by a
breach by the terminating party (it being understood that no investigation or state of
knowledge on the part of the Governing Entity or the Allegheny Entities, and no consent
or approval that may be granted by the Governing Entity pursuant to Section 5.2 or
otherwise, shall be deemed to cause a failure of the conditions expressed in Section 7.1);
or

(iv)  atany time after July 31, 1999, by the Governing Entity on the one
hand or the Transferring Parties, the Trustee or the Unsecured Creditors Committee, on

the other hand, if the transactions contemplated by this Agreement have not been
consummated on or before such date.
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() (1) Ifthis Agreementis validly terminated pursuant to this Section 8.4,
this Agreement will be.null and void, and, except as provided in Section 8.4(b)(3), there will
be no liability on the part of any party (or any of their respective officers, directors, trustees,
employess, agents, consultants or other representatives).

(2)  [Reserved]

(3)  If this Agreement is terminated pursuant to Section 8.4(a) and the
basis for such termination is attributable to the breach by the Governing Entity of its
representations, warranties, covenants or agreements hereunder, or if this Agreement is
terminated by the Governing Emtity because the closing under the Highmark Loan Agreement
(as such term is defined in the Affiliation Agreement) does not occur, the Deposit Escrow
Ammount shall be forfeited to the Transferring Parties. Any such forfeiture shall constitute the
sole remedy of the Transferring Parties in respect of any such breach.

8.5 Remedies. Except as provided in Section 8.4(b)(3), none of the parties hereto
shall have amy liability or obligation hereunder to the other parties hereto if this Agreement is
terminated prior to the Closing for any reason whatsoever. The Governing Entity acknowledges
and agrees that:

(i) the Transferring Parties do not have possession or control in all respects
“of the “Transferred Assets or the operations of the Transferred Asset Businesses, or the
books and records with respect thereto, and the Allegheny Entities control in some
respects the Transferred Assets and the operations of the Transferred Asset Businesses
and the books and records with respect thereto;

(i) the representations and warranties of the Transferred Parties in this
Seulement Agreement are based solely on the actual knowledge, without investigation,
of the persons listed in Schedule 1.2 after review of such representations and warranties
and the Schedules to this Settlement Agreement, which Schedules have been prepared by
the Governing Entity and/or the Allegheny Entities based upon their knowledge and their
due diligence review of the Transferred Assets and the Transferred Asset Businesses;

(ifi)  the represemations and warranties made by the Transferring Parties under
this Settlement Agreement are, except where qualified by knowledge of the Transferring
Parties, made on an unqualified basis solely for the purposes of the condition to Closing
described in Section 7.1(a); |

(iv)  the covenants of the Transferring Parties made in Section 5.1 and 5.2 are
made for the purpose of the condition to Closing described in Section 7.1(b) and in no
event shall any Transferring Party, the Trustee or the Unsecured Creditors Committee
or any member thereof have any liability as the result of any action or failure to act by

any Allegheny Entity;

(v)  inno event shall the Trustee or the Unsecured Creditors Comumittee or any
member thereof, or any of their respective consultants or professional advisors, or any
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director, officer, employee, advisor, consultant or advisor of any of the Transferring
Parties, have afly personal liability as the result of the breach of any representation,
warranty or covenant of the Transferring Parties under this Settlement Agreement;

(vi) the knowledge of management of the Transferring Parties and the
Allegheny Entities shall not be imputed to the Trustee or the Estates; and

(vii) if the Governing Entity shall materially breach its obligations hereunder
and this Settlement Agreement shall be terminated pursuant to Section 8.4(a)(iii), the
Transferring Parties shall be entitled to receive the Deposit Escrow Amount as
contemplated by Section 8.4(b)(3) as the sole remedy of the Transferring Parties in
respect of such breach.

Each Transferring Party agrees that the costs and expenses of any Transferring Party arising out
of or related to its obligations under this Agreement shall constitute actual, necessary costs and
expenses of preserving the Estates, allowable as a cost of administration of the Estate under
Section 503(b) of the Bankruptcy Code, and entitled to priority under Section 507(a)(1) of the
Bankruptcy Code, and hereby consents to the entry by the Court of an order approving the
provisions of this Settlement Agreement, including without limitation the provisions of this
Section 8.5.

8.6  Action of the Allegheny Entities at Closing. At the Closing and unless otherwise
waived in writing by the Transferring Parties, each of the Allegheny Entities and AUH-West
shall deliver to the Transferring Parties:

(@)  copies of resolutions duly adopted by the board of trustees or directors of
the such entity authorizing and approving such entity’s execution and delivery of this Agreement
by such entity and the transactions contemplated hereby, certified as true and in full force and
effect as of the Closing Date by an appropriate officer of such entity;

(b)  certificates of the duly authorized President or a Vice President or other
appropriate officer of such entity certifying that the representations and warranties of the
Allegheny Entities contained in this Agreement are truc and correct in all material respects on
and as of the Closing Date, and that each and all of the tenms, covenants and agreements to be
complied with or performed by such entity on or before the Closing Date have been complied
with and performed; and

(¢) the opinion dated the Closing Date of counsel to such entity with respect
to the matters set forth on Schedule 8.3.

9. [RESERVED.]
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10. GENERA_.L

10.1 Non-Survival of Represeptations, Warranties and Apreements. None of the
representations, warranties and agreements in this Agreement Or in any other document or
instrument delivered pursuant to this Agreement shall survive the Closing except for (i) the
agreements in Sections 2.9, 2.11, 5.3, 5.5, 5.6, 5.7, 5.8, 5.9, 5.10, 5.11, 5.13, 5.14 and
Article X, and (ii) those other agreements which by their express terms are to be performed after
the Closing, including without limitation the Transition Services Agreement. It is understood
that the stipulations and releases in the forms of Exhibit 2.1(a)(ii) and Exhibit 2.8(a) will survive
the closing. Without limiting the generality of the foregoing, the Governing Entity
acknowledges and agrees that, anything to the contrary herein notwithstanding, should the
Closing occur, then the Transferred Assets shall from and after the Closing Date be decmed to
have been assigned, transferred and conveyed absolutely "as is™ and "where is" and without any
representation or warranty whatsoever on the part of the Transferring Parties. To the extent that
there is any shortfall in the Transferred Endowments, as of the Closing Date neither the
Governinig Entity nor any of the Transferring Parties nor any of their respective Affiliates shall
have amy responsibility in respect thereof hereunder, except to the extent of liabilities that
expressly constitute Assumed 1 jabilities or Retained Liabilities (as applicable). Notwithstanding
the foregoing, it is acknowledged that the provisions of the PBGC Agreement shall survive the
Closing.

10.2 Tax and Government Reimbursement Pr Effect. None of the parties (nor
such parties’ counsel or accountants) has made or is making in this Agreement amy
representation to any other party (or such party’s counsel or accountants) concerning any of the
Tax effects or consequences on the other party of the transactions provided for in this Agrecment
(provided that nothing in this Section 10.2 shall limit or restrict the representations and
warranties of the Transferring Parties bereunder). Each party represents that it has obtained,
or may obtain, independent Tax advice with respect thereto and upon which it, if so obtained,
has solely relied or will solely rely.

10.3 Consents, Approvals and Discretion. Except as herein expressly provided to the
contrary, whenever this Agreement requires any consent or approval to be given by either party
or either party must or may exercise discretion, such consent or approval shall mot be
unreasonably withheld or delayed and such discretion shall be reasonably exercised.

10.4 Choice of Law. This Agreement shall be governed by and construed in
accordance with the Jaws of the Commonwealth of Pennsylvania without regard to conflicts of
laws rules.

10.5 Bepefit; Assignment. This Agreement shall inure to the benefit of and be binding
upon the parties hereto and their respective successors and assigns. No waiver of the conditions
set forth in Sections 6.5 and 7.12 and no amendment of Section 5.15 shall be effective without
the prior written consent of the PBGC, and the PBGC shall be entitled to enforce the provisions
of Section 5.15. No party may assign this Agreement without the prior written consent of the
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other parties. Except from and after the Closing as expressly provided in the guarantee
described in Section 6.8, in no event shall West Penn be liable or responsible for any acts or
omissions of the Governing Entity.

10.6 No Third Party Beneficiary. Except as provided in Section 10.5, the terms and
provisions of this Agreement arc intended solely for the benefit of the parties and their respective
successors and permitted assigns, and are not imended to confer third-party beneficiary rights
upon any other Person. Notwithstanding the foregoing, Highmark shall be a third party
beneficiary of the provisions hereof which name Highmark.

10.7 Waiver of Breach, Right or Remedy. The waiver by any party of any breach or
violation by another party of any provision this Agreement or of any right or remedy permitted
the waiving party in this Agreement (i) shall not waive or be construed to waive any subsequent
breach or violation of the same provision, (ii) shall not waive or be construed to waive a breach
or violation of any other provision, and (iii) shall be in writing and may not be presumed or
inferred from any party’s conduct. Except as expressly provided otherwise in this Agreement
o remedy conferred by this Agreement is intended to be exclusive of any other remedy, and
each and every remedy shail be in addition to every other remedy granted in this Agreement or
pow or hereafter existing at law or in equity, by statute or otherwise. The election of any one
or more remedies by a party shall not constitute a waiver of the right to pursue other available
remedies. In-addition to any other rights and remedies any party may have -at law or in equity
for breach of this Agreement, each party shall be entitled to seek an injunction to enforce the
provisions of this Agreement.

10.8 Notices. Any notice, demand or communijcation required, permitted or desired
to be given hereunder shall be decmed effectively given if given in writing (i) on the date
tendered by personal delivery, (ii) on the date received by facsimile or other electronic means
(including telegraph and telex), (iii) the day after tendered for delivery by nationally recognized
overnight courier, or (iv) three days after tendered for delivery by United States mail, with
postage prepaid thercon, certified or registered mail, return receipt requested, in any event
addressed as follows:

If 1o the Governing Entity:

The Healthcare Alliance for Western Pennsylvania, Inc.
c/o The Western Pennsylvania Healthcare System, Inc.
4800 Friendship Avenue

Pittsburgh, PA 15224

Atmn: Jerry 1. Fedele, Esq.

Facsimile: (412) 578-1296
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with a copy to:

Kalkines, Arky, Zall & Bernstein LLP
1675 Broadway

New York, N.Y. 10019

Attn: Peter F. Olberg, Esq.
Facsimile: (212) 541-9250

If to the Transferring Parties or the Trustee:

William J. Scharffenberger

Chapter 11 Trustee of Allegheny Health,
Education and Research Foundation
D.L. Clark Building, 2nd Floor

503 Martindale Street

Pittsburgh, PA 15212

Facsimile: (412) 442-7550

with a copy to:

- Alan B. Hyman, Esq.

Proskauer, Rose

1585 Broadway

New York, NY 10036-8299
Facsimile: (212) 965-2900

with a copy to:

et e e it

David G. Heiman, Esq.
Jones, Day, Reavis & Pogue
North Point

901 Lakeside Avenue
Cleveland, OH 44114
Facsimile: (216) 586-7975

If to the Unsecured Creditors Committee:
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with a copy to:

Alan B. Hyman, Esq.
Proskauer, Rose

1585 Broadway

New York, NY 10036-8299
Facsimile: (212) 969-2900

or to such other address or number, and to the attention of such other Person, as a given party
may designate at any time in writing in conformity with this Section.

10.9 Severability. If any provision of this Agreement, the Affiliation Agreement Or
the PBGC Agreement is held or determined to be illegal, invalid or unenforceable under any
law, and if the rights or obligations of any party under this Agreement will not, in the sole
discretion of each of the Governing Entity and the Transferring Parties, be materially and
adversely affected thereby: (2) such provision will be fully severable; (b) this Agreement will
be construed and enforced as if such illegal, invalid or unenforceable provision had never
comprised a part hereof; (c) the remaining provisions of this Agreement will remain in full force
and effect and will not be affected by the iliegal, invalid or unenforceable provision or by its
severance herefrom; and (d) in lieu of such illegal, invalid or unenforceable provision, there will

_be .added automatically- as a-part of -this agreement a legal, valid and enforceable provision as
similar in terms to such illegal, invalid or unenforceable provision as may be possible.

10.10 Entire Agreement: Amendment. This Agreement supersedes the Letter of Intent
(except for the provisions of Section 4 thereof as to confidentiality, which shall continue to bind
the parties thereto) and all previous contracts, agreements and understandings and constitutes the
entire agreement of whatsoever kind or natmre existing between or among the parties
representing the within subject matter and no party shall be entitled to benefits other than those
specified herein and in paragraph 4 of the Letter of Intent. The parties intend that this
Agreement, the PBGC Agreement, the Transition Services Agreement, and the stipulations and
releases contemplated to be delivered at Closing by Article II be treated as a single integrated
transaction and are in effect a single transaction, and the PBGC Agreement, the Transition
Services Agreement and such releases are incorporated by reference herein. This Agreement
may be executed in two or more counterparts, each and all of which shall be deemed an original
and all of which together shall constitute but one and the same instrument. This Agreement may
not be amended except in a written instrument executed by the parties. This Agreement shall
not be effective until it has been executed and delivered by all parties hereto. The transmission
of a facsimile of a signamre of a party on the signature page of this Agreement shall have the
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Draft - November 15, 1999
ER RA AG

Member Withdrawal Agreement (this "Agreement”), dated as of November __,
1999, by and between The Healthcare Alliance For Western Pennsylvania, Inc. ("HAWP") and
West Penn Allegheny Health System, Inc. ("WPAHS"), each of which is a Pennsylvania
nonprofit corporation.

RECITALS:

WHEREAS, HAWP is the sole member of Allegheny General Hospital ("AGH"),
Allegheny University Medical Centers ("AUMC"™), Allegheny Singer Research Institute
("ASRI"), Alleghemy Medical Practice Network ("TAMPN"), Allegheny Specialty Practice
Network ("ASPN™), and through its membership in AUMC exercises all member authority with
respect to AUMC-Canonsburg ("Canonsburg" and, together with AGH, AUMC, ASRI, AMPN,
and ASPN, the "Constituent Corporations”); and

WHEREAS, HAWP was formed for the express purpose of supporting a health care
gystem comptised of charitable nonprofit health care organizations serving the Western
Pennsylvania community; and

WHEREAS, HAWP has determined that the financial viability of the bealth care system
comprised of the Constituent Corporations (the "System") requires a restructuring of the existing
capital and debt structures of each of the Constituent Corporations; and

WHEREAS, as the supporting organization of the System, HAWP desires to facilitate
that restructuring; and

WHEREAS, WPAHShasprcsemedtoHAWPaplanforresu-ucmringﬂlecapitaland
debt structure of the Constituent Corporations (the "Restructuring Plan"), which plan requires
affiliation of the Constituent Corporations comprising the System with the operating entities
comprising another regional nonprofit health care system serving the Western Pennsyivania
region, referred to in the community as The Western Pennsylvania Healthcare System (the
"WestPenn System"), the supporting organization of which is The Western Pennsylvania
Healthcare System, Inc. ("WestPenn®); and

WHEREAS, after extensive analysis of available options, HAWP has determined that the
Restructuring Plan constitutes the most effective manner of achieving the desired restructuring;
and
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WHEREAS, WPAHS is, simultaneously herewith, entering into an agreement with
WestPenn (the "WestPenn Agreement”), pursuant to which WestPenn will surrender its
governance authority with respect 10 the operating corporations comprising the WestPenn
System, and WPAHS will become the sole member of each of those entities, subject to the
satisfaction of various conditions prerequisite to such transaction, including without limitation
the formation by WPAHS of a regional healthcare system that includes the corporations
comprising the System; and

WHEREAS, to permit WPAHS to complete formation of a system comprised of both the
System and the WestPenn System, on and subject to the terms of this Agreement, HAWP is
willing to withdraw as member of the Constituent Corporations (and, in the case of Canonsburg,
to surrender its governance authority with respect thereto (the "Canonsburg Governance
Authority")) and to amend the bylaws of each of the Constituent Corporations so that WPAHS
may become the sole Member of each of the Constituent Corporations and/or exercisc the
Canonsburg Governance Authority; and

WHEREAS, on and subject to the terms of this agreement, WPAHS is willing to become
the sole member of each of the Constituent Hospitals and, in the case of Canonsburg, to exercise
the Canonsburg Governance Authority;

NOW, THEREFORE, in consideration of the foregoing premises, and the mutnal
covenants contained herein, and wishing to be legally bound hereby, the parties hereto hereby
agree as follows:

Section 1. Affiliation Transactjon. Effective as of the Closing (defined below), HAWP
will adopt amended and restated bylaws for each of the Constituent Corporations in substantiaily
the form of Exhibit A hereto, with such changes thereto-as may be acceptable to WPAHS in its
sole discretion. = Such amendment to the bylaws is referred to herein as the "affiliation
transaction”.

Section2. The Closing. The closing of the affiliation transaction (the "Closing”) shall,
subject to the satisfaction of the conditions thereto set forth below, take place on Jamuary 31,
2000orsuchotherdateasmaybemumaﬂyagreeduponbytheparﬁes.

Section 3. Conditions to HAWP’s Obligation to Close. HAWP’s obligation 1o close the
affiliation transaction is subject to the fulfillment of the following conditions, or the waiver
thereof by HAWP in its sole discretion:

a. The transaction contemplated by the WestPenn Agreement shall have closed,
or shall close simultaneously with the affiliation transaction.

b. Simultaneously with the closing of the affiliation transaction, the Restructuring
Plan shall be implemented in a manner satisfactory to HAWP.
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c. All governmental approvals required in connection with the Closing shall have
been obtained.

Section 4. Conditions to WPAHS's Obligation to Close. WPAHS’s obligation to close
the affiliation transaction is subject to the fulfiliment of the following conditions, or the waiver
thereof by WPAHS in its sole discretion:

a. The transaction contemplated by the WestPenn Agreement shall have closed,
or shall close simultaneously with the affiliation transaction.

b. Simultaneously with the closing of the affiliation transaction, the Restructuring
Plan shall be implemented in 2 manner satisfactory to WPAHS.

c. The Constituent Corporations shall have entered into and delivered to WPAHS
such agreements as WPAHS shall, in its sole discretion, require.

d. All governmental approvals required in connection with the Closing shall have
been obtained.

Section 5. Termination of Agreement. Either party hereto may terminate this Agreement
upon 30 days written notice to the other party.

Section 6. Cooperation. Each party hereto agrees to use all reasonable efforts to
facilitate satisfaction of the conditions to the Closing, and to cooperate with the other party in
such other party’s efforts to fulfill its obligations hereunder.

Section 7. Miscellaneous. This Agreement shall be governed by the laws of the
Commonwealth of Pennsylvania. This Agreement may be executed in two or more counterparts,
each of which shall be an original, and all of which together shall constitute one and the same
instrument. This Agreement may be modified only by a writing signed by both parties hereto.
Neither party hereto may assign its rights, or delegate its obligations, hercunder without the
prior written consent of the other party. The terms and provisions of this Agreement are
imended solely-for the benefit-of the-parties hereto-and their-respective successors and permitted
assigns, and are not intended to confer third-party beneficiary rights upon any third party.
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IN WITNESS WHEREOF, each party has caused this Agreement to be executed by its
duly authorized officers as of the date set forth above.

THE HEALTHCARE ALLIANCE FOR
WESTERN PENNSYLVANIA, INC.

By:
Title:

WEST PENN ALLEGHENY HEALTH SYSTEM.,

NN

ALV

By:
Title:

00B477/010104231445.1 11/19/99 2:38pm

WPAHS-002173



EXHIBIT A

AMENDED AND RESTATED
BYLAWS
OF
[NAME OF CONSTITUENT HOSPITAL]

ARTICLE 1
NAME AND LOCATION

Section 1.  Name. The name of the Corporation is

Section 2.  Principal Office. The principal office of the Corporation shall be
jocaied ai ~, or at such other address as the Board of Directors shall

determine.

ARTICLE I
PURPOSE; PARTICIPATION IN SYSTEM

Section 1. Purpose. The purposes of the Corporation are as set forth in the
Articles of Incorporation and include the following:

(1)  To provide, maintain, operate, and support the provision, maintenance
and operation of, on 2 not-for-profit basis, in-patient and out-patient hospital facilities
and health care services throughout Western Pennsylvania, to all persons who are
acutely ill or otherwise require medical care and services of the kind customarily
furnished 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, all in a manner that is
—— described-in-Section- 501(c)(3)-of-the-Internal Revenue Code of 1986, as amended (the
*Code"); and

(2) To carry on educational and scientific activities related to the care of the
sick and injured.

(3)  To carry on scientific research related to the care of the sick and
injured.

(4)  To carry on activities designed and carried on to promote the general
health of the Western Pennsylvania community.
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(5)  To maintain itself as a not-for-profit corporation organized exclusively
for charitable, scientific and educational purposes, with activities conducted in such a
manner that no part of its net eamings shall inure to the benefit of any member,
Director, officer or other individual. Upon termination, dissolution or winding up, the
assets remaining after payment of all liabilities shal] be distributed to another
organization described in Section 501(c)(3) of the Code as selected by the Directors in
their sole discretion, subject, however, to prior notice to the Attorney General of the
Commonwealth of Pennsylvania (the "Attorney General™), approval by the Orphans’
Court of the Commonwealth of Pennsylvania (the "Orphans’ Court"), and all
applicable law.

(6) To exercise such powers in furtherance of the foregoing purposes as are
now or may be granted hereafter by the Nonprofit Corporation Law of the
Commonwealth of Pennsylvania, as amended from time to time, Or any Successor
legislation (the "PNCL").

Section 2.  Participation in System. The Corporation is a constituent entity of the
health care system serving Western Pennsylvania known as West Penn Allegheny Health
System (the "System") which, as of the date of the adoption of these bylaws, is comprised of
affiliated hospitals and certain other affiliated organizations. These Bylaws, among other
things, establish the relative authority and responsibility of the entities and individuals
participating in the governance and management of the Corporation in its capacity as part of
the System.

ARTICLE 11
MEMBER

Section 1.  Member. Subject to Section 9 of this Article III, the sole voting
member of the Corporation (the "Member") shall be West Perm Allegheny Health System,
Inc. (the "Member"), acting through its Board of Directors (the."Member Board"}, or through
its Executive Committee (the "Member Executive Committee") or designated officers of the
Member (the "Designated Representatives") to the extent that the Member has, pursuant to its
Bylaws or by resolution duly adopted by the Member Board, delegated its authority herein to
the Member Executive Commitiee or to a Designated Representative; provided, however, that
neither the Member Executive Committee nor any Designated Representative shall have the
authority to act on behalf of the Member with respect to any of the actions identified in
Section 2.B of this Article III.

Section 2. Powers and Rights of Member.

A, The Member shall have such powers and rights as are set forth in the PNCL
and the Articles of Incorporation of the Corporation. Without limiting and in addition to such
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powers and rights, the Member shall have the exclusive autbority to exercise the following
powers:

(1)  Adopt and/or approve and interpret the statement of mission and
philosophy of the Corporation, and require the Corporation to operate in

conformance with its statement of mission and philosophy;

(2) Adopt and/or approve amendments of restatements of the bylaws
and Articles of Incorporation of the Corporation, subject, bowever, to Section 9
of this Article III, and with respect to amendments of the following provisions
in the bylaws and Articles of Incorporation of the Corporation, subject to prior
potice to the Attorney General and the prior approval of the Orphans” Court: (i)
provisions setting forth the purposes of the Corporation; (ii) provisions setting
forth the powers reserved exclusively to the Member; (iii) provisions describing
the manner in which the assets of the Corporation are to be distributed upon
termination, dissolution or winding up of the Corporation; and (iv) provisions
requiring notice to the Attorney General or approval of the Orphans’ Court
prior to the taking of certain action by the Corporation.

(3)  Fix the number of, and elect, appoint, fill vacancies in and
remove, with or without cause, the Directors; and elect and remove, with or
without cause, the Chair and Vice Chair of the Board of Directors of the
Corporation, and the Secretary and Treasurer of the Corporation; provided that
1o Director or officer shall be removed by the Member without 10 days prior
notice of such removal from the Member to the Board of Directors;

(4)  Designate the administrative structure of the Corporation and,
after consultation with the Board of Directors of the Corporation, elect and
remove, with or without cause, the President and Chief Executive Officer and
all vice presidents and other officers of the Corporation, provided that no
officer shall be removed by the Member without 10 days prior notice of such
removal from the Member to the Board of Directors;

+——— --(5) —Cause or-approve-any merger, consolidation, division,
conversion, or dissolution of the Corporation, or the filing of a petition in
bankruptcy or execution of a deed of assignment for the benefit of creditors;

(6)  Approve or cause the Corporation to engage in any acquisition or
any sale, lease, exchange, mortgage, pledge or other alienation of any personal
property of the Corporation having a value in excess of an amount to be fixed
from time to time by the Member or any real property of the Corporation;

(0 Adopt and/or approve any capital or operating budgets of the
Corporation, and approve or direct any unbudgeted expenditure to be

008377/01000/231591.1 3 111849 2:02pm

WPAHS-002176



undertaken individually or collectively by the Corporation and any affiliated
corporations controlled by the Corporation (other than unbudgeted expenditures
which are required in order for the Corporation to be in compliance with
applicable laws, rules and regulations, and state licensing and accreditation
requirements), where the cumulative amount of such unbudgeted expenditures
is in excess of an amount to be fixed from time to time by the Member;

(8) Adopt and/or approve any operating plan or financial plan with
respect to the Corporation, and require the Corporation to comply with such
operating of financial plan;

(9)  Approve and/or canse the Corporation to undertake or engage
itself in respect of any bond issuance or any other indebtedness for borrowed
money of the Corporation, or any lending 'of funds by the Corporation to an
unrelated person, corporation of other legal entity, including without limitation
any capital leases (other than indebtedness to provide funds for expenditures
necessary in order for the Corporation to be in compliance with applicable
laws, rules and regulations, and state licensing and accreditation requirements,
to the extent such funds are not otherwise reasonably available), representing
obligations of the Corporation in excess of an amount per annum in the
aggregate established from time to time by the Member;

(10)  Establish and/or approve the criteria for, and conduct the
evaluation of, the performance of the President and Chief Executive Officer
and all vice presidents and officers of similar rank of the Corporation;

(11) Approve and/or cause the adoption by the Corporation of
proposed settlements of litigation when such scttlements exceed applicable
insurance coverage or the amounts reserved in respect thereof of any applicable
self-insurance fund;

(12) Approve and/or cause the adoption by the Corporation of any
contracts between the Corporation and any managed care organization
(including without limitation any health maintenance organization or
independent practice association) or insurance company;,

(13) Approve and/or cause any corporate reorganization of the
Corporation or the establishment or dissolution of any subsidiary organizations,

jincluding corporations, partnerships or other entities, of the Corporation;

(14) Adopt and/or approve the strategic plan of the Corporation; and
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(15) Approve or direct the taking of any other action outside of
ordinary course of business and such matters as are required to be submitted to
corporate members of a Pennsylvania nonprofit corporation.

Except as otherwise required by the PNCL, and subject to Section 9 of this Article III, the
action of the Member with respect to each of the foregoing actions shall be sufficient to
approve such actions, no action by the Board of Directors of the Corporation shall be required
with respect to any such actions, and, to the full extent permitted by law, no action of the
Board of Directors with respect to any such actions shall be effective for any purpose without
the approval of the Member.

B. Each of the following actions may be approved by the Member only through
action of the Member Board, and not through action of the Member Executive Committee or
any Designated Representative:

(1) The adoption or approval of a statement of mission and philosophy
of the Corporation;

(2) The adoption or approval of any amendments of the Bylaws or
Articles of Incorporation of the Corporation;

(3) The approval of any merger, consolidation, division, conversion, or
dissolution of the Corporation, or the filing of a petition in bankruptcy or
execution of a deed of assignment for the benefit of creditors, or the sale or

other disposition of ali or substantially all of the assets of the Corporation;

(4)  The election, appointment and removal of the Directors, the
Chair and Vice Chair of the Board of Directors of the Corporation, and the
Secretary and Treasurer of the Corporation; and

(5)  The approval of any bond issuance or incurrence of any other
indebtedness for borrowed money of the Corporation, or any lending of funds
by the Corporation to an unrelated person, corporation or other legal entity,
including without limitation any capital leases.

Section 3. Meetings of Member. Meetings of the Member may be held at such
place within the Commonwealth of Pennsylvania as the Member may from time to time
determine, or as may be designated in the notice of the meeting.

Section 4.  Annual Meeting of the Member.

A. Unless otherwise fixed by the Member, the annual meeting of the Corporation

shall be held in June of each year. At each annual meeting, (i) the Board of Directors shall
present to the Member an annual report regarding the financial performance of the
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Corporation, and (ii) the Member shall appoint the Board of Directors of the Corporation in
accordance with Article IV and all officers that pursuant to the Bylaws are then to be
appointed by the Member. If the annual meeting shall not be called and held within one (1)
month of the date specified in this Article ITI, Section 4 or fixed by the Member n
accordance with this Article 1N, Section 4, as applicable, any members of the Board of
Directors and any officers theretofore appointed by the Member shall continue to serve unless
removed by the Member (or unless the applicable member of the Board of Directors or officer
resigns), and a special meeting may be held in place thereof with the same force and effect as
the annual meeting, and in such case all references in these Bylaws, except in this Article IIl,
Section 4, to the annual meeting of the Corporation shall be deemed to refer to such special
mecting. Any such special meeting shall be called and notice given as provided in Article II1,
Qections 5 and 7, as applicable.

B. Immediately after each annual appointment of the Board of Directors by the
Member at the annual meeting or a special meeting, the Board of Directors of the Corporation
chall meet for the transaction of business to be conducted by the Board of Directors at the
place where the anmual or special meeting of the Member was held. Notice of such meeting
need not be given. If such meeting is to be held at any other time or place, notice thereof
shall be given as provided in Article V, Section 1 for special meetings of the Board of
Directors.

Section 5. Special Meetings of the Member. Special meetings of the Member shall
be held whenever called by the Board of Directors of the Corporation, or by written demand
of the Member.

Section 6.  Action Without 2 Meeting. Any action which may be taken at a
meeting of the Member may be taken without a meeting if a consent in writing setting forth
the actions so taken shall be signed by the Member, and filed with the Secretary of the
Corporation.

Section 7. Notice of Meetings: Participation by Conference Telephone.

A. Unless otherwise provided in these Bylaws, whenever written notice is required to
be given to the Member under the provisions of the Articles of Incorporation, these Bylaws,
or the PNCL, it may be given by sending a copy thereof first class mail, postage prepaid, by
personal delivery, or in the case of notices other than notices of meetings, by telecopy with
confirmed receipt to the address of the Member appearing on the books of the Corporation. If
the notice is sent by mail, it shall be deemed to have been given to the Member entitled
thereto when deposited in the United States mail, postage prepaid. A notice of meeting shall
specify the place, day and hour of the meeting and any other information required by law or
these Bylaws, and, unless the meeting is an annual meeting, shall indicate that the notice is
being issued by or at the direction of the person(s) calling the meeting. Notice of each
meeting of the Member shall be given not less than five days before the date of the meeting,
except in the case where fundamental changes to the Corporation under Chapter 59 of the
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PNCL will be considered, in which case such notice shall be given not less than ten days
before the date of the meeting. Every such notice shall state the date, time and place of the
meeting, and notices of special meetings of the Member shall also set forth the general nature
of the business to be conducted at such meeting.

B. When a meeting is adjourned, it shall not be necessary to give any notice of the
adjourned meeting and of the business to be transacted at an adjourned meeting in accordance
with the provisions of this Article 111, Section 7 if the day, time and place to which the
meeting is adjourned is announced at the meeting at which the adjournment is taken.

C. Whenever notice of a meeting is required, such notice need pot be given to the
Member if a written waiver of notice executed by the Member is filed with the records of the
Corporation. Attendance by the Member at any meeting of the Member shall constitute a
waiver by the Member of notice of such meeting, except where the Member attends a meeting
for the express purpose of objecting, at the beginning of the meeting, to the transaction of any
business because the meeting was not lawfully called or convened.

D. One or more persons may participate in a meeting of the Member by means of
conference telephone or similar communications equipment by means of which all persons
participating in the meeting can hear each other. Participation in a meeting pursuant to this
subsection shall constitute presence in person at such meeting.

Section 8.  Resolutions. Whenever the language of a proposed resolution is
included in a written notice of a meeting of the Member, the meeting considering the
resolution may without further notice adopt it with such clarifying or other amendments as do

not enlarge its original purpose.

Section 9.  Additional Members. Notwithstanding anything herein to the contrary,
upon the occurrence of a Triggering Event (as defined below), then effective jmmediately and
automatically upon the occurrence of such Triggering Event and without further action by the
Member, the voting members of the Corporation shall include, in addition to the Member
identified in Section 1 of this Article III hereof, all of the then-current members of the Board
of Directors of the Corporation, and any reference in these bylaws to "the Member" shall be
deemed to be a reference to "the Members" as identified in this Article I, Section 9, each of
whom shall have one vote, and all of whom together shall have the authority that, but for
operation of this Article III, Section 9, would be vested in the Member. From and after the
occurrence of a Triggering Event, (i) a majority of the Members shall constitute a quorum at
any meeting of the Members and (ii) the affirmative vote of two-thirds (or greater) of the
whole number of Members shall be required to approve any matter to be voted on by the
Members. For purposes of this Section, "Triggering Event” shall mean any of the following
OCCUITENCES:
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(1) aFinal Determination (as defined below) shall have been entered
denying the Member's application for recognition as an Exempt Organization (as
defined below) or revoking the Member's status as an Exempt Organization;

(2) the Member shall have taken all corporate action necessary to approve
(x) the dissolution of the Member or (y) the filing by the Member of a voluntary
petition in bankruptcy;

(3)  the Member shall have admitted in writing its inability to pay its debts
as they come due; or

(4)  an involuntary petition for the dissolution and winding up of the
Member shall have been filed, which such petition is not dismissed within 60 days of
the filing thereof.

*Final Determination” shall mean 2 decision, judgment, decree or other order by the Internal
Revenue Service or a court of competent jurisdiction which is final and unappealable, or
which has become unappealable because the time for instituting an appeal has expired.
"Exempt Organization” shall mean an organization exempt from federal income taxation
pursuant to Section 501(a) of the Code as an organization described in Section 501(c)(3) of
the Code. Notwithstanding anything herein to the contrary, amendment of this Section 9 shall
require approval of both the Member and at least two-thirds of the entire Board of Directors
of the Corporation.

Section 10.  Operating Reports. The Board of Directors of the Corporation shall
sibmit operating reports to the Member in such form and on such schedule as shall be
established by the Member. Such operating reports shall reflect the results of operations of
the Corporation and of any affiliates of the Corporation that are controlled by the Corporation.

ARTICLE IV
THE BOARD OF DIRECT ORS

~ - - Section 1.~ Powefs and Resp onsibility. Subject to Article III hereof and to the
other rights and powers of the Member specified herein or in the Articles of Incorporation or
otherwise provided hereby or in the Articles of Incorporation or by law, the Board of
Directors shall have charge, control, and management of the administrative affairs, property
and funds of the Corporation and shall have the power and authority to do and perform all
acts and functions not inconsistent with these Bylaws, the Articles of Incorporation, and
applicable law, in cach case as amended from time to time. Such responsibility shall include
without limitation management of the Medical Staff as contemplated by Article VII, Section
1 hereof; adoption, amendment, repeal and restaterent of the Medical Staff Bylaws, as
proposed by the Medical Staff pursuant to Article VI, Section 1 hereof; implementation of
any operational or financial plan adopted by the Member; maintenance of quality patient care;
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and institutional management and planning. Without limiting the generality of the foregoing,
the Board of Directors shall have power and authority to, and shall be responsible to, establish
and manage the Corporation’s program for compliance with all legal requirements applicable
to the Corporation, ail accreditation and licensing requirements and the conditions of
participation in all governmental payor programs. The Board of Directors shall also prepare,
for the Member’s review and approval, on such timetable as the Member shall establish,
proposed annual budgets for the Corporation, which budgets shall be consistent with any

operating plan of financial plan adopted or approved by the Member and then in effect.

Section 2.  Composition of the Board; Appointment Qualifications. The Board of
Directors shall be composed of not fewer than five nor more than twenty voting members,
exclusive of non-voting ex officio Directors. The exact number of voting Directors shall be as
fixed from time to time by the Member, except that as of the date of adoption of these
bylaws, the Board of Directors of the Corporation shall be comprised of the members
identified on Exhibit A hereto, each having the term identified for such individual by the
Member (and any individuals serving as Directors immediately before the effectiveness of
these bylaws who are not identified on Exhibit A shall be deemed removed immediately upon
such effectiveness). Directors shall generally be appointed at the annual meeting of the
Member, but may be appointed at any regular or special meeting of the Member; provided
that, at least thirty percent of the Board shall be composed of physicians on the Medical Staff,
and provided , further, that except for the ex officio Directors specified in Section 4 of this
Article IV, the Board of Directors shall not include any full time employees of the Member,
of the Corporation or of any of the other "Constituent Corporations” as defined in the Bylaws
of the Member. Each Director of the Corporation shall be a natural person of at least
eighteen years of age, of good moral character and who enjoys a good reputation in the
community, and who, by his or her experience, community interest, or prior action,
demonstrates a willingness to devote time and talent to the affairs of the Corporation and to
exercise his or her judgment with undivided loyalty to the Corporation. Each Director shall
further satisfy the requirements set forth in Section 9 of this Article IV.

Section 3.  Term of Office. Subject to Section 5 of this Article [V, Directors, other
than ex officio Directors, shall serve for one, two or three year terms, as specified by the Member.
In the event that the Member elects to classify the Board of Directors for purposes of staggering

~their respective Tetns of office, thefi the numbei of Directors assigned to each class shall be as
nearly equal as possible to those assigned to each other class. Each Director shall retain his or
her position as Director until his or her successor shall be duly appointed and qualified or until
his or her earlier death, resignation or removal, except that an ex officio Director shall retain his
or her position as Director only during his or her tenure in the position from which his or her
respective ex officio status is derived, or until his or her earlier death, resignation, or removal.
Directors may be re-elected for unlimited successor terms.

Section 4. Ex Officio Directors.

D0B4TTAN000/231597. 9 111889 2:02pm

WPAHS-002182



A The following persons shall serve as ex officio Directors of the Corporation with
vote:

(1)  President and Chief Executive Officer of the Member;
(2)  President and Chief Executive Officer of the Corporation; and
(3)  President of the Medical Staff of the Corporation.
In the event that any individual holds multiple ex officio positions s/he shall have one vote.

B. The following person(s) shall serve as ex officio director of the Corporation without
vote:

The president of each Auxiliary of the Corporatiop.
Section 5. Removal, Resignation, Vacancies.

A The Member may, in its discretion, remove any Director at any time, with or
without cause, upon 10 days prior notice to the Board of Directors. Without limiting the
generality of the foregoing, upon such notice the Member may, in its discretion, remove and
replace all or a portion of the Board of Directors if the Member determines that the Corporation
has failed to comply with any operating or financial plan adopted or approved by the Member.
Unless such removal notice is revoked by the Member during the 10 day notice period, any such
removal shall be effective immediately upon expiration of the notice period.

B. Any Director may resign from office with or without cause, by delivering 2 written
statement of resignation to the Secretary of the Corporation. Any such resignation shall take
effect immediately upon its receipt by the Secretary of the Corporation, unless a later effective
time or date for the resignation is specified in the notice of resignation.

C. Any person appointed to fill a vacancy on the Board of Directors shall be
appointed for the unexpired term of the Director whose death, resignation, or removal gave rise
to the applicable vacancy.

Section 6.  Orientation of Directors. Newly elected or appointed Directors shall be
oriented to the functions and procedures of the Board of Directors. Such orientation shall be
carried out under the supervision of the President and Chief Executive Officer.

Section 7.  No Compensation. No Director shall receive any compensation for acting
as a Director. Directors who are officers or employees of the Corporation may receive
compensation for those duties.
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Section 8.  Review of Bylaws. The Board of Directors shall review these Bylaws of
the Corporation annually, and based on such review, may propose amendments to these Bylaws
to the Member of the Corporation.

Section 9. Conflict of Interest. Directors shall exercise good faith in all transactions
touching upon their duties at the Corporation and its property. No director shall use his or her
position, or knowledge gained therefrom, in any way that might give rise to 2 conflict between
the interest of the Corporation and that of the individual Director. The Board of Directors shall
adopt a conflict of interest policy, and each Director and officer of the Corporation shall agree
in writing to be bound thereby as a prerequisite 0 his or her qualification as a Director or officer,

as the case may be.
ARTICLE V
MEETINGS OF THE BOARD OF DIRECTORS

Section 1.  Regular and Annual Meetings of the Board of Directors. The Roard of
Directors shall hold regular meetings at such time and place as determined by the Board or the
Chair; provided that the Board shall meet not less than four times per year. The Annual Meeting
shall be held as provided in Article M, Section 4 of these Bylaws. Notice of any meeting shall
be mailed, personally delivered or faxed to each Director entifled to vote at least 5 days prior to
the meeting to the Director’s address (or fax number) on the books of the Corporation. Voting
by proxy shall not be permitted at any meeting.

i Section 2. Special Meetings. Special meetings may be held at any time upon call of
the Member or the Chair or upon receipt by the President and Chief Executive Officer of the
written request of at least three Directors.

Section 3.  Public Meeting. The general public shall be invited to attend at least on¢
meeting of the Board of Directors on an annual basis. Such meeting shall be well-publicized in
advance of the meeting date and shall be held at a time convenient for attendance by the general
public.

Qection 4. Quomum. A majority of the entire Board of Directors {without counting-
non-voting ex officio Directors) shall constitute a quorum at any regular meeting; provided that
a quorum shall not be present at any meeting uniess a8 majority of those Directors present are not
members of the medical staff of the Corporation. Once a quorum is established, subsequent
withdrawal of individuals to less than a quorum chall not affect the validity of any subsequent
action taken at the meeting. Except as otherwise required by the PNCL, approval of any matter
before the Board of Directors by 2 majority of the Directors entitled to vote and present at a
meeting shall constitute approval of the applicable matter by the Board.

Section 5.  Action Without a Meeting. Any action which may be taken at a meeting
of the Board or any committee thereof may be taken without a meeting if consent in writing
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setting forth such action is signed by all of the Directors entitled to vote or members of the
comnittee, and is filed in the minutes of the proceedings of the Board or of the committee.

Section 6.  Rules of Conduct. Meetings of the Board of Directors and Committees of
the Board of Directors will be conducted in accordance with such rules as may be established by
the Board of Directors.

Section 7.  Participation by Conference Telephone, One or more Directors or members
of a Committee established pursuant hereto may participate in a meeting of the Board of
Directors or such Committee by means of conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this subsection shall constitute presence in person at such
meeting.

Section 8. Waiver of Notice. Whenever any written notice is required to be given
under the provisions of the these bylaws or.the PNCL, such notice need not be given to any
Director who submits a signed waiver of notice whether before or after the meeting, or who
attends the meeting without protesting, prior thereto or at its commencement, the lack of notice
to such Director.

ARTICLE VI
OFFICERS

Section 1. Officers Generally. The officers shall be a Chair, a Vice-Chair, a Secretary,
a Treasurer, a President and Chief Executive Officer, and such Vice Presidents and other
subordinate officers as the Member shall designate. The Chair, Vice Chair, Secretary, and
Treasurer shall be appointed from among the elected (i.e., non-ex officio) members of the Board
of Directors. All other officers need not, but may, be selected from among such elected members
of the Board of Directors. No full-time employee of the Member or of the Corporation shall be
eligible to serve as Chair or Vice Chair of the Corporation.

Section 2. Appointment of Officers. The officers shall be appointed by the Member,
—after consultation with the Board of Directors of the Corporation, at the Annual Meeting of the
Member each year and shall hold office for terms of one year and until their successors are duly
installed, subject in each case to an officer’s earlier death, resignation or removal. Vacancies in
any officc may be filled by action of the Member after consultation with the Board of Directors
of the Corporation. So long as the Member is the sole Member of the Corporation, no full-time
employee of the Member or of the Corporation shall be eligible to serve as Chair or Vice Chair
of the Corporation. Further, the Chair shall be appointed from among individuals who also serve
on the Member’s Board of Directors. Nothing contained herein shall be construed as prejudicing
any officer’s rights with respect to compensation under any employment agreement with the
Corporation.
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Section 3. Chair. The Chair shall preside at all meetings of the Board of Directors,
and at the Annual Meeting of the Member each year shall present the report of the Board of
Directors. The Chair shall be responsible to review the performance of the Board of Directors
on an annual basis, and to report on such performance to the Member. The Chair shall have such
authority, and ghall perform all duties, ordinarily required of an officer in like position, and such
other authority and duties as may be assigned by the Member.

Section 4. p_r_gs_id_em_@_@_c_m\aﬂi__lﬂﬁys_oiﬁﬂ. The President and Chief Executive
Officer of the Corporation shall be an ex officio member of the Board. The President and Chief
Executive Officer shall have all authority and responsibility necessary to operate the Corporation
in all its activities, subject, however, 10 the policies and directives of the Member and of the
Board of Directors with regard to the matters as to which the Board of Directors is responsible,
and to the provisions of the Corporation’s Articles of Incorporation and Bylaws. The President
and Chief Executive Officer shall have responsibility for implementing compliance with state
licensing regulations and Joint Commission on Accreditation of Health Care Organizations
accreditation requirements including regulations and requirements relative to quality of care and
quality assessment and improvement mechanisms. The President and Chief Executive Officer
shall serve as the liaison between the Board of Directors and the Medical Staff and assist the
Medical Staff with its organization and medical-administrative responsibilities.

Section 5.  Vice Chair. The Vice-Chair shall perform the duties of the Chair when for
any reason the Chair is unable to perform the same.

Section 6. Secretary. The Secretary shall keep and properly record the minutes of the
proceedings of the Board of Directors, notify officers of their election and committee members
of their appointment, give notice of all meetings of the Board of Directors and the Executive
Committee, have custody of the corporate scal and of all books and papers pertaining to the
office, and generally shall have such authority, and shall perform ail duties, ordinarily required
of an officer in like position.

Section 7.  Treasurer. The Treasurer shall receive and have custody of all funds,
money, and income of the Corporation not otherwise specifically provided for by the Member
and shall deposit the same in such depository or depositories as the Board shall designate. The
Treasurer shall have such authority, and shall perform all duties, ordinarily required of an officer
in like position, and such other authority and duties as may be assigned by the Member.

Section 8.  Resignation. Any officer may resign at any time by giving written notice
thereof to the Chair, the President and Chief Executive Officer or the Secretary of the
Corporation. Any such resignation shall take effect on the date of receipt of such notice by one
of the above-specified officers, or at such later time specified therein, and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

Section 9.  Removal. Any officer of the Corporation may be removed, with or without
cause, by the Member whenever in the judgment of the Member the best interests of the
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Corporation will be served thereby. Nothing contained herein shall be construed as prejudicing
any officer’s nights with respect to compensation under any employment agreement with the
Corporation.

ARTICLE VIl
COMMITTEES OF THE BOARD OF DIRECTORS

Section 1. Committees Generally. The Directors, upon direction of the Member, shall
establish the following committees, and, upon the approval of the Member, may establish such
other commitices (standing or special) as the Board of Directors shall determine to establish, with
such authority and composition as the Board of Directors shall determine (subject only to the
rights and powers of the Members as set forth in the PNCL, the Articles of Incorporation, and
these Bylaws, and the limitations or delegation of the Board’s authority pursuant to the PNCL):

Executive Committee

Finance Committee

Strategic Planning and Capital Development Committee
Audit Committee

Quality Assurance/Risk Management Committee
Medical Affairs Committee

mmMo 0w

Section 2. Powers of the Executive Committee. From and after its establishment, the
Executive Committee shall have and may exercise the powers of the Board of Directors in the
management of the business affairs of the Corporation, except that the Executive Committee shall

not have authority with respect to any of the following matters:

A The submission to the Member of any action requiring approval of
the Member;

B. Amending or repealing any resolution of the Board of Directors; or

C. Approving any matters which pursuant to the Bylaws or resolution
. __of the-Board- of Directors is reserved to another-established committee of the
Board.

Section 3. Finance Committee. From and after its establishment, this Committee shall
review and recommend to the Board of Directors the annual budget to be proposed to the
Member, establish and review periodic budgetary reporis and meet with the Corporation’s
independent auditors following receipt of the annual audit. This Committee shall also review and
recommend the financial plan of the Corporation. This Committee shall meet at least quarterly
to review the budget and financial performance of the Corporation and its affiliates, and to review

and recommend approval or disapproval of any proposed unbudgeted expenditures by the
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Corporation where the cumulative amount of such unbudgeted expenditures is in excess of the
amount fixed from time to time by the Member.

Section 4. Strategic Planning and Capital Development Committee. From and after
its establishment, this Committee shall propose long range plans for the Corporation for the
consideration of the Member, with the goal of constantly improving services, facilities and
programs. These plans shall be periodically reviewed and revised by the Committee, and shall
be subject to approval by the Member.

Section 5. Audit Comupittee. From and after its establishment, this Committee shall
cause to be audited the accounts of the Treasurer and of the Corporation at the close of each year
prior to the annual meeting of the Corporation, shall render a full report to the Member at its
apmual meeting, and shall have such other responsibilities and authority as designated by the

Board in a resolution.

Qection 6.  Quality Assurance and Risk Management Committee. From and after its
establishment, this Committee shall conduct itseif as a forum for the discussion, analysis, review
and oversight of bospital policy and procedure concerning quality assurance activities and
standards as outlined in the Corporation’s quality assurance program; shall be responsibie for
evaluating and monitoring the Corporation’s quality assurance program; and shall make
recommendations to the Board of Difectors pursuant to its findings.

Section 7. Medical Affairs Committec. From and after its establishment, this
Committee shall evaluate the types and scopes of clinical programs and services provided by the
Corporation and make recommendations to the Board of Directors regarding the same; shall
provide medico-administrative liaison with the Board of Directors, Medical Board and the
President and Chief Executive Officer; shall monitor the activities of the Corporation in the areas
of medical education and research; and to the extent requested by the Board, shall assist the
Board with the resolution of disputes concerning medical affairs, including, without limitation,

interdisciplinary disputes and credentialling disputes.

_ Section 8.  Appointment of Committees. The members of any standing or special

Committee shall be appointed by the Board. Each Comumittee shall include at least three

Directors,” including ex officio members. The Chair and the President and Chief Executive
Officer shall be ex officio members of all committees with full voting privileges. Each other
member of a committee shall serve for a term of one year and until his or her successor has been
appointed, subject to his or her earlier death, resignation or removal.

Section 9. Medical Staff Participation. Each Committee shall include at least two
members of the Medical Staff.

Section 10.  Meetings of Committees. All standing Committees shall function undet the
direction of the Board of Directors and shall meet as often as necessary to transact their business
and shall make such reports as they may deem necessary or which may be specifically required
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of them. Minutes shall be kept of each meeting of each Committee and such minutes shall be
disseminated to all members of the Board of Directors, and to the Member.

Section 11.  Quorum: Act of Committee. A majority of the members of a Committee
shall constitute a quorum for the transaction of business. Once a quorum has been established,
subsequent withdrawal of committee mernbers so as to reduce the number of members present
10 less than a quorum shall not affect the validity of any subsequent action taken at the meeting.
Approval of any matter before any Committee by a majority of those present at 2 meeting of 2
Committee where a quorum is present shall constitute approval of the applicable matter by the
applicable Committee.

Qection 12.  Resignation. Any Committee member may resign at any time by giving
written notice thereof to the Chair, the President and Chief Executive Officer or the Secretary of
the Corporation. Any such resignation shall take effect on the date of receipt of such notice by
one of the above-specified officers, or at such later time specified therein, and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

Section 13. Removal. Any Committee member may be removed, with or without
cause, by the Board or the Member whenever in the judgment of the Board or the Member the
best interests of the Corporation will be served thereby, provided that if any Committec member
is removed by the Member, at least 10 days advance notice of such removal shall be given by
the Member to the Board of Directors.

ARTICLE VIII
THE MEDICAL STAFF

Qection 1.  Medical Staff Generally. The Board of Directors shall create a functional
unit within the Corporation known 2s the Medical Staff. It shall be composed of physicians,
dentists, and such other health care practitioners as determined by the Board. The Medical Staff
chall be delegated the responsibility for making recommendations concerning the clinical
privileges and Medical Staff appointment of practitioners, the quality of medical care delivered
in the hospital operated by the Corporation (the *Hospital"), and rules and regulations governing
the practicé” of practitiofiers within' theHospital. —The Medical -Staff shall be an internal
component of the Hospital. It shall have bylaws outlining jts structure and function so that it
may fulfill its delegated responsibilities in an effective fashion. Only such Medical Staff Bylaws
as are adopted by the Board of Directors shall be effective. The Board retains the right to rescind
any authority or procedures delegated to the Medical Staff by bylaws or otherwise and to amend
the bylaws as necessary for the good operation of the Hospital. The power of the Board of
Directors to adopt or amend Medical Staff bylaws, rules, and regulations, shall not be dependent
upon ratification by the Medical Staff.
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Section 2.  Organization of Medical Staff. The Medical Staff shall be divided into
clinical departments. The appointment of clinical department chairs, and of all Medical Staff
standing committee chairs shall be approved by the Board of Directors.

Section 3.  Appointmentto Medical Staff. All appointments 1o the Medical Staff shall
be made by the Board of Directors for a period not to exceed two years. Appointments,
reappointments, and the delineation of privileges shall be made in accordance with Hospital
policy and/or the Medical Staff bylaws; provided, however, that nothing therein contained shall
limit the legal rights and obligations of the Board of Directors with respect to such matters.

Section 4.  Denial of Privileges. In the circumstances delineated in the Medical Staff
bylaws, and to the extent provided therein, an applicant to the Medical Staff or a Medical Staff
member affected by an action relating to Medical Staff privileges shall be afforded the
opportunity of a full hearing before an appropriately constituted body (which body may bea joint
conference of other hospitals comprising part of the System), conducted in such manner as to
assure due process and to afford full opportunity for the presentation of all pertinent information,
pursuant to the Corporation’s hospital policy or the Medical Staff bylaws. No recommendation
or action other than as set forth in the Medical Staff bylaws shall constitute grounds for a
hearing.

ARTICLE IX
PATIENT’S BILL OF RIGHTS

Section 1.  Patient’s Bill of Rights. The individual designated by the President and
Chief Executive Officer as "Patient Representative" or other responsible management individual
as may be charged by the President and Chief Executive Officer from time to time shall be
responsible to ensure that a Patient’s Bill of Rights not less in substance and coverage than
required by the Pennsylvenia Department of Health regulations shail be disseminated to all

patients of the Hospital.
ARTICLE X
——— - FISCAL YEAR AND ANNUAL REPORT

Section 1.  Fiscal Year. The Fiscal Year of the Corporation shall be begin on the first
day of July of each year and end on the last day of June of the succeeding year.

Section 2.  Annual Report. As soon as may be convenient following the close of the
Fiscal Year, the Board of Directors may cause to be published for general distribution an Annual

Report containing such information regarding the work and affairs of the Hospital for the
preceding Fiscal Year as in their discretion may be deemed advisable.
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ARTICLE XI

AUXILIARY ORGANIZATIONS
Section 1. Auxiliary Organizations. The Board of Directors may provide for the

establishment or permit the operation of one or more auxiliary organizations. The bylaws of these
organizations shall be subject to approval by the Board of Directors and the Member.

ARTICLE X1II
SEAL

Section 1. Seal. The seal of the Corporation shall be in such form as may be
approved by the Board of Directors.

ARTICLE X1l
LIABILITY OF DIRECTORS

Section 1. Standard of Care and Fiduciary Duty. Each Director shall stand in 2

- fiduciary Telation to this Corporation and shali perform his or her duties as a Director, including

his or her duties as a member of any committee of the Board upon which the Director may serve,
in good faith, in a manner the Director reasonably believes to be in the best interests of this
Corporation, and with such care, including reasonable inquiry, skill and diligence, as 2 person of
ordinary prudence would use under similar circumstances. In performing his or her duties, each
Director shall be entitled to rely in good faith on information, opinions, reports or statements,

including financial statements and other financial data, in each case prepared or presented by any
of the following:

(a) ome or more officers or employees of this
Corporation whom the Director reasonably believes to be
reliable and competent in the matters presented;

(b)  counsel, public accountants or other persons as to
matters which the Director reasonably believes to be within
the professional or expert competence of such persons; and

()  acommittee of the Board of this Corporation upon
which the Director does not serve, as to mafters within its
designated authority, which committee the Director
reasonably believes to merit confidence.

A Director shall not be considered to be acting in good faith if the Director has knowledge
concerning the matter in question that would cause his reliance to be unwarranted.
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Qection 2.  Limitation on Liability. Neither the Member nor any Director of the
Corporation shali be personally liable for monetary damages for any action taken, or any failure
to take any action, provided however, that this provision shall not climinate or limit the Mability
of the Member or any Director to the extent that such elimination or limitation of liability is
expressly prohibited by, Section 5713 of the PNCL, as in effect at the time of the alleged action
or failure to take action by such Member or Director.

Section 3.  Preservation of Rights. Any repeal or modification of this Article shall not
adversely affect any right or protection existing at the time of such repeal or modification to
which any Member, Director or former Member or Director may be entitled under this Article.
The rights conferred by this Article shall continue as to any person who has ceased to be the
Member or a Director of the Corporation and shall inure to the benefit of the successors, heirs,
executors, and administrators of such person.

ARTICLE XIV
INDEMNIFICATION

Section 1. Mandatory Indemnification of Directors and Officers. The Corporation shall
indemnify, to the fullest extent now or hereafter permitted by law, each Director and officer
(including each former Director or officer) of the Corporation who was or is or is threatened to
be made a party to or 2 witness in any threatened, pending or completed action or proceeding,
whether civil, criminal, administrative or investigative, by reason of the fact that the Director or
officer is or was an authorized representative of the Corporation, or is or was serving at the
written request of the Corporation as & representative of another domestic or foreign corporation
for profit or not-for-profit, partnership, joint venture, trust or other enterprise, against all expenses
(including attorneys’ fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by the Director or officer in connection with such action, suit or proceeding
if such Director or officer acted in good faith and in a manner he or she reasonably believed to
be in, or not opposed to, the best interest of the Corporation and, with respect to any criminal
proceeding, had no reasonable cause to believe his or her conduct was unlawful.

Section 2.  Mandatory Advancement of Expenses to Directors and Officers. The
Corporation shall pay expenses (including attorneys’ fees) incurred by a Director or officer of the
Corporation referred to in Section 1 of this Article XIV in defending or appearing as a witness
in any civil or criminal action, suit or proceeding described in Section 1 of this Article XIV in
advance of the final disposition of such action, suit or proceeding. The expenses incurred by
such Director or officer shall be paid by the Corporation in advance of the final disposition of
such action, suit or proceeding only upon receipt of an undertaking by or on behalf of such
Director or officer to repay all amounts advanced if it shall ultimately be determined that the
Director or officer is not entitled to be indemnified by the Corporation as provided in Section 4
of this Article XIV.
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Section 3. LMMM The
Corporation may, as determined by the Board of Directors from time to time, indemnify, in full
or in part, to the fullest extent now or hereafter permitted by law, any person who was or is or
is threatened to be made a party to or a witness in, ot is otherwise involved in, any threatened,
pending or completed action or proceeding, whether civil, criminal, administrative or
investigative, by reason of the fact that such person is or was an authorized representative of the
Corporation or is or was serving at the request of the Corporation as a representative of another
domestic or foreign corporation for profit or not-for-profit, partnership, joint venture, trust or
other enterprise, both as to action in his official capacity and as to action in another capacity
while holding such office or position, against all expenses (including attorneys’ fees), judgments,
fines and amounts paid in settlement actually and reasonably incurred by such person in
conjunction with such action, suit or proceeding if such person acted in good faith and in a
manner he or she reasonably believed to be in, or not opposed to, the best interest of the
Corporation and, with respect to any criminal proceeding, had no reasonable cause to believe his
or her conduct was unlawful. The Corporation may, as determined by the Board of Directors
from time to time, pay expenses incurred by any such person by reason of such person’s
participation in an action, suit or proceeding referred to in this Section 3 in advance of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
such person to repay such amount if it shall ultimately be determined that such person is not
entitled to be indemnified by the Corporation as provided in Section 4 of this Article XIV.

Section 4. Scope of Indemnification. Indemnification under this article shall not be
made by the Corporation in any case where a court determines that the alleged act or failure to
act giving rise to the claim for indemnification is expressly prohibited by Chapter 57, Subchapter
D of the PNCL or any successor statute as in effect at the time of such alleged action or failure
to take action.

Section 5.  Miscellaneous. Each Director and officer of the Corporation shall be
deemed to act in such capacity in reliance upon such rights of indemnification and advancement
of expenses as are provided in this Article. Tbe rights of indemnification and advancement of
expenses provided by this Article shall not be deemed exclusive of any other rights to which any
person seeking indemnification or advancement of expenses may be entitled under any agreement,
vote of members (if any), disinterested Directors, statute or otherwise, both as to action in such
person’s official capacity and as to action in-another capacity while holding such office or
position, and shall continue as to a person who has ceased to be an authorized representative of
the Corporation and shall inure to the benefit of the heirs, executors and administrators of such
person. Amny repeal or modification of this Article by the members (if any) or the Board of
Directors of the Corporation shall not adversely affect any right or protection existing at the time
of such appeal or modification to which any person may be entitled under this Article.

Section 6. Definition of Authorized Representative. For the purposes of this Article, the
term, "authorized representative” shall mean a director, officer (including a former director of
officer), or employee of the Corporation or of any corporation controlled by the Corporation, or
a trustee, custodian, administrator, committeeman or fiduciary of any employee benefit plan
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established and maintained by the Corporation or by any corporation controlled by the
Corporation, or person serving another corporation, partnership, joint venture, trust or other
enterprise in any of the foregoing capacities at the written request of the Corporation. The term
nauthorized representative” shall not include money managers or investment advisors (or amy
employees thereof) hired by the Corporation, and shall not include (i) agents of the Corporation
unless indemnification thereof is expressly approved by the Board of Directors, or (ii) any
Medical Staff appointec serving in his or her teaching or clinical capacity.

Section 7.  Funding to Meet Indemnification Obligations. Subject to the approval of
the Member, the Board of Directors shall have the power to borrow money on behalf of the
Corporation, including the power to pledge the assets of the Corporation, from time to time to
discharge the Corporation’s obligations with respect to indemnification, the advancement and
reimbursement of expenses, and the purchase and maintenance of insurance for the benefit of the
Corporation and any person indemnified pursuant hereto. Upon the approval of the Member, the
Corporation may, in lieu of or in addition to the purchase and maintenance of insurance, establish
and maintain a fund of any nature or otherwise secure or insure in any manner its indemnification
obligations, whether arising pursuant to this Article or otherwise.

ARTICLE XV

AMENDMENTS OF THESE BYLAWS AND/OR THE
ARTICLES OF INCORPORATION OF THE CORPORATION

The power to amend, modify, alter or repeal these Bylaws or the Articles of
Incorporation, is hereby exclusively vested in the Member of the Corporation subject, however,
to Section 9 of Article ITI, and with respect to amendments of the following provisions in the
bylaws and Articles of Incorporation of the Corporation, subject to prior notice to the Attorney
General and the prior approval of the Orphans’ Court: (i) provisions setting forth the purposes
of the Corporation; (ii) provisions setting forth the powers reserved exclusively to the Member;
(iti) provisions describing the manner in which the assets of the Corporation are to be distributed
upon termination, dissolution or winding up of the Corporation; and (iv) provisions requiring
notice to the Attorney General or approval of the Orphans’ Court prior to the taking of certain
action by the Corporation.

ARTICLE XVI
SUBVENTIONS

The Corporation shall be authorized by resolution of the Board of Directors or the
Member to accept subventions from the Member or nonmermbers on terms and conditions not
inconsistent with PNCL § 5542, and to issue certificates therefor. The resolution of the Board

of Directors or the Member may provide that the holders of subvention certificates shall be
entitled to a fixed or contingent periodic payment out of the corporate assets equal to a
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e of the subvention. The rights of holders of subvention

percentage of the original amount or valu
ate to the rights of creditors of the Corporation.

certificates shall at all times be subordin:
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #7
Part I, Question 4(a): Directors and Officers

Directors

Name and Title Address

Concetta Cibrone President and Chief Executive Officer
Allegheny General Hospital
320 East North Avenue
Pittsburgh, PA 15212

Andrew Thurman Deputy General Counsel
Allegheny General Hospital
320 East North Avenue
Pittsburgh, PA 15212

Barry Roth President and Chief Executive Officer
Forbes Health Center
2570 Haymaker Road
Monroeville, PA 15206

All directors serve without compensation.

Officers

Name and Title Address

Concetta Cibrone Address above.
President

Andrew Thurman Address above.
Secretary

All officers serve without compensation.

WPAHS-002197



S ¥

WPAHS-002198



Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #8
Part.II, Question §: Control by Other Organizations

As discussed above in Attachment #3, the Applicant’s sole member currently is
HAWP and will become WPAHS. HAWP has, and WPAHS will have, extensive control over
the Applicant’s activities. Pursuant ta Article II1, Section 2(A) of the Applicant’s By-Laws, the
Applicant’s sole member has the following authority with respect to the Applicant:

. adopt and/or approve and interpret its statement of mission
and philosophy, and require the Applicant to operate in
conformance with its statement of mission and philosophy;

. adopt and/or approve amendments or restatements of its By-
Laws and Articles of Incerporation (to the extent provided in, and
subject to certain limitations set forth in, the By-Laws);

. fix the number of, and elect, appoint, fill vacancies in and
remove, with or without cause, the Applicant’s directors; and elect
and remove, with or without cause, its Chair, Vice Chair, Secretary
and Treasurer (subject to certain limitations set forth in the
Applicant’s By-Laws);

. designate the Applicant’s administrative structure and, after
consultation with its Board of Directors, elect and remove, with or
without cause, its President and Chief Executive Officer and all
other officers (subject to certain limitations set forth in the
Applicant’s By-Laws);

. cause Or approve amy merger, consolidation, division,
conversion, or dissolution of the Applicant, or the filing of a
petition in bankruptcy or execution of a deed of assignment for the
benefit of creditors by the Applicant;

. approve or cause the Applicant to éngage in any acquisition
or any sale, lease, exchange, mortgage, pledge or other alienation
of any personal property having a value in excess of an amount to
be fixed from time to time by the sole member’s Board of
Directors, or any real property;

. adopt and/or approve any of the Applicant’s capital or
operating budgets, and approve or direct any unbudgeted
expenditure to be undertaken individually or collectively by the
Applicant (other than unbudgeted expenditures which, are required
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Allegheny Specialty Practice Network
EIN: 25-1838458

in order for the Applicant to be in compliance with applicable laws,
rules and regulations, and state licensing and accreditation
requirements), where the cumulative amount of such unbudgeted
expenditures is in excess of an amount to be fixed from time to
time by the sole member’s Board of Directors;

. adopt and/or approve any operating plan or financial plan
with respect to the Applicant, and require the Applicant to comply
with such operating or financial plan;

. approve, and/or cause the Applicant to undertake or engage
itself in respect of, any bond issuance or any other indebtedness for
borrowed money, or any lending of funds to an unrelated person,
corporation or other legal entity, representing obligations of the
Applicant in excess of an amouni per annum in the aggregate
established from time to time by the sole member’s Board;

. approve and/or direct the allocation and transfer of the
Applicant’s respective excess cash (as determined by the sole
member’s Board of Directors) among members of the sole
member’s system,

. establish and/or approve the criteria for, and conduct the
evaluation of, the performance of the Applicant’s President and
Chief Executive Officer and all vice presidents and officers of
similar rank;

. approve and/or cause the adoption of proposed settlements
of litigation when such settlements exceed applicable insurance
coverage or the amounts reserved in respect thereof of any
applicable self-insurance fund;

. approve and/or cause the adoption of any contracts between
the Applicant and any managed care organization (including
without limitation any health maintenance organization or
independent practice association) or insurance company;

. approve and/or cause any corporate reorganization or the
establishment or dissolution of any subsidiary organizations of the
Applicant, including corporations, partnerships or other entities; and

. approve or direct the teking of any other action outside of
the Applicant’s ordinary course of business and such matters as are
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Allegheny Specialty Practice Network
EIN: 25-1838458

required to be submitted to corporate members of a Pennsylvania
non-profit corporation.

Also as discussed above, pursuant to the Settlement Agreement, the Applicant is
succeeding to many assets of AUMP, employer identification number 25-1752032, and AUHS,

employer identification number 23-1352693.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #9
Part TI, Question 7: Accountability to Other Organizations

As discussed above, the Applicant’s current sole member, HAWP has, and
WPAHS will have, certain powers of financial oversight over the Applicant’s activities. These
POWErS are specified in the Applicant’s By-Laws and discussed in detail in Attachment #3, and
include the right to approve budgets, certain borrowing and certain unbudgeted transactions.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #10
Part 11, Question 8: Assets Used

The Applicant currently owns 1o assets, but is expected shortly to receive an
assignment of a portion of the AUMP and AUHS assets described above in Attachment #3,
following the decision by HAWP as to which of the AUMP and AUHS assets should be
wransferred to the Applicant and which of such assets should be transferred to AMPN.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #11
Part I, Question 10a: Management Services

As discussed above, the Applicant will receive fiscal management, strategic
planning, external affairs/community relations, legal affairs, risk management, group purchasing,
management information services, and personnel recruitment and development services from
WPAHS.

The Applicant currently is not a party to any leases, but is expected shortly to
receive an assignment of a portion of the AUMP and AUHS leases described above in
Attachment #3 and identified in detail in the schedules to the Settlement Agreement, following
the decision by HAWP as to which of the AUMP and AUHS assets should be transferred to the
Applicant and which of such assets should be transferred to AMPN. Any subsequent leases
resulting from future physician practice acquisitions will be negotiated by the Applicant at arm’s
length and will provide for fair market value rental rates.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #12
Part 11, Question 11: Membership Corporation

The Applicantisa "membership corporation” as defined by Pennsylvania Nonprofit
Corporation Law. To that effect, the membership structure of the Applicant is analogous to the
parent/subsidiary model of a proprietary corporate structure. The sole member (the parent) of
the Applicant (the subsidiary), as described previously, currently is HAWP and will become
WPAHS.

As sole Member of the Applicant, HAWP has, and WPAHS will have, certain
reserved powers described in the Applicant’s Articles of Incorporation and By-Laws, as described
above, as well as certain reserved powers inherently possessed by members of non-profit
corporations under the Pennsylvania Nonprofit Corporation Law of 1988, as amended. Those
inherent powers include the right to appoint and remove directors, to adopt and approve
amendments to the Articles of Incorporation and By-Laws of the Applicant, and to &pprove
certain basic transactions in which the Applicant may engage.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #13

Part 11, Question 12a: Benefits, Services or Products

Most of the services to be provided by the Applicant will be billed to third party
payors, including Medicare and Medicaid. Rates for third party payors will vary per depending
on the arrangement negotiated with such payors, but generally will be rates that are customary

within the greater Pittsburgh market.
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #14
Part IV, Line 7: Other Income

Restricted Asset Income
Reimbursed Professional Services

Other
Total

6/30/2000
$ 220,000
351,000

224970
$ 795,970

6/30/2001
$ 228,800
358,020
224,970
$ 811,790

=t

6/30/2002
$ 237,952
365,180
224970

§ 828,102
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #15
Part TV, Line 22: Other Expenses

6/30/2000 _6/30/2001 6/30/2002
Patient Care Supplies § 712,157 $ 726,400 $ 740,928
Malpractice Insurance 1,347,319 1,374,265 1,401,751
Purchased Services 2,455,894 2,505,012 2,555,112
Corporate Support Fees 3,031,738 4,010,373 4,090,580
Administrative 966,192 985,516 1,005,226
Total $0.699,058 $9.601.566 $0.793.597
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Allegheny Specialty Practice Network
EIN: 25-1838458

Attachment #16
Schedule C

The Applicant is not a "hospital" within the traditional mesmning of that term, as
contemplated by the questions on Schedule C. Nevertheless, the Applicant satisfies the definition
of "hospital” within the meaning of Section 170()(1)(A)Xii1) and Treasury _Regulation § 1.170A-
9(c)(1), as described more fully in Attachment #3.

Based on the foregoing:
Question 1(2) is not applicable to the Applicant.

The answer to Question 1(b) is no, because only employed gohysicians will render
services for the Applicant.

Questions 2(a), 2(b) and 2(c) are not applicable t0 the Appliecant. The Applicant’s
physicians will provide emergency medical services to individuals, both on an outpatient and
inpatient basis, at hospitals within the HAWP System and WPAHS Syste=m. Emergency room
services are available at those hospitals, and such care is provided withou t regard to a patient’s
ability to pay.

The answer to Question 3(2) is no. Question 3(b) is oot agpplicable.

Question 4 is not applicable to the Applicant. The Appliecant’s physicians will
participate in the charity care rendered by the hospitals that are part of th_e HAWP System and
the WPAHS System.

The answer to Question 5 is yes. The Applicant will enh ance the education of
medical students, residents, interns and fellows serving at the hospitals that are part of the HAWP
System and the WPAHS System by providing such persons with the opportunity to gain
necessary clinical experience under the guidance of the Applicant’s physicians.

The answer to Question 6 is 1o.

WPAHS-002217



WPAHS-002218



ALLEGHENY SPECIALTY PRACTICE NETWORK

CONFLICTS OF INTEREST POLICY

Article 1
Purpose

The purpose of this conflicts of interest policy is to protect the interest of Allegheny
Specialty Practice Network (the "Corporation”) when it is contemplating entering into a
transaction or arrangement that might benefit the private interest of a director or officer of the
Corporation. This policy is intended to supplement but not replace any Pennsylvania laws and
regulations governing conflicts of interest applicable to charitable not-for-profit corporations.

Articie Ti

Definitions

1. Interested Person

Any director, principal officer, or member of a committee with board delegated powers
who has a direct or indirect financial interest, as defined below, is an "interested person.”
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 system.

2. Financial Interest

A person hasa financial interest if the person has, directly or indirectly, through business,
investment or family:

a. an ownership or investment interest in any entity with which the Corporation has
a transaction or arrangement; or

b. a compensation arrangement with the Corporation or any entity or individual with
which the Corporation has a transaction of arrangement; OT

c. a potential ownership or investment interest in, or compensation arrangement with,
any entity or individual with which the Corporation is negotiating a transaction or

arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are
substantial in nature.
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A financial interest is not necessarily a conflict of interest. Under Article II, Section 2,

a person who has a financial interest may have a conflict of interest only if the appropriate board
or committee decides that a conflict of interest exists.

Article IIT
Procedures

1. Duty to Disclose

In connection with any actual pr possible conflicts of interest, an interested person must
disclose the existence of his or her financial interest and must be given the opportunity
to disclose all material facts to the directors and members of the committees with board
delegated powers considering the proposed transaction or arrangement.

2. Determining Whether a Conflict of Interest Exists

After disclosure of the financial interest and all material facts, and after any discussion
with the interested person, he/she shall leave the board or committee meeting while the
determination of a conflict of interest is discussed and voted upon. The remaining board
or committee members shall decide if a conflict of interest exists.

3. Procedures for Addressing the Conflict of Interest

a. An interested person may make a presentation at the board or committee meeting, but
after such presentation, he/she shall leave the meeting during the discussion of, and the
vote on, the transaction or arrangement that results in the conflict of interest.

b. The chairperson of the board or committee shall, if appropriate, appoint a disinterested
person or committee to investigate alternatives to the proposed transaction or arrangement.

c. After exercising due diligence, the board or committee shall determine whether the
Corporation can obtain a more advantageous transaction or arrangernent with reasonable
efforts from a person or entity that would not give rise to a conflict of interest.

d. If a more advantageous transaction or arrangement is not reasonably attainable under
circumstances that would not give rise to a conflict of interest, the board or committee
shall determine by a majority vote of the disinterested directors whether the transaction
or arrangement is in the Corporation’s best interest and for its own benefit and whether
the transaction is fair and reasonable to the Corporation and shall make its decision as t0
whether to enter into the transaction or arrangement in conformity with such
determination.
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Violations of the Conflicts of Interest Policy

a. If the board or committee has reasonable cause to believe that 2 member has failed to
disclose actual or possible conflicts of interest, it shall inform the member of the basis for

such belief and afford the member an opportunity to explain the alleged failure to
disclose.

b. If, after hearing the response of the member and making such further investigation as
may be warranted in the circumstances, the board or committee determines that the
member has in fact failed to disclose an actual or potential conflict of interest, it shall take
appropriate disciplinary and corrective action.

Article IV
Records of Proceedings
The minutes of the board and all committees with board-delegated powers shall contain:

1. the names of the persons who disclosed or otherwise were found to have a
financial interest in connection with an actual or possible conflict of interest, the
nature of the financial interest, any action taken to determine whether a conflict

of interest was present, and the board’s or committee’s decision as to whether a
conflict of interest in fact existed.

2. the names of 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.

Article V
Compensation

1. A voting member of the board of directors who receives compensation, directly

or indirectly, from the Corporation for services is precluded from voting on matters
pertaining to that member’s compensation.

2. A physician who is a voting member of the board of directors and receives
compensation, directly or indirectly, from the Corporation for services is precluded from
discussing and voting on matters pertaining to that member’s and other physicians’
compensation. No physician or physician director, either individually or collectively, is
prohibited from providing information to the board of directors regarding physician
compensation.
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3. A voting member of any committee whose jurisdiction includes compensation
matters and who receives compensation, directly or indirectly, from the Corporation for
services is precluded from voting on matters pertaining to that member’s compensation.

4. Physicians who receive compensation, directly or indirectly, from the Corporation,
whether as employees or independent contractors, are precluded from 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.

Article V1

Annual Statements

Each director, principal, officer and member of a committee with board delegated powers
shall annually sign a statement which affirms that such person:

a has received a copy of this 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 Federal tax exemption under Section 501(c)(3) of the Internal
Revenue Code of 1986, as amended (the "Code™), the Corporation must engage
primarily in activities which accomplish one or more of its tax-exempt purpases.
Article VII
Periodic Reviews
Ta ensure that the Corporation Ope;atés in a manner consistent with its charitable purposes
and that it does pot engage in activities that could jeopardize its status as an organization exempt
from Federal income taxation under Code Section 501(c)(3), the Corporation shall conduct

petiodic reviews. The periodic reviews shall, at a miniroum, include the following subjects:

a. Whetber compensation arrangements and benefits are reasopable and are the result
of arm’s-length bargaining.

b. Whether acquisitions of physician practices and other provider services result in
inurement or impermissible private benefit.

c. Whether partnership and joint venture arrangements, and arrangements with
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management service organizations and physician-hospital organizations conform
to written policies, are properly recorded, reflect reasonable payments for goods
and services, further the Corporation’s charitable purposes and do not result in
inurement or impermissible private benefit.

d Whether agreements to provide health care and agreements with other health care
providers, employees, and third party payors further the Corporation’s charitable
purposes and do not result in inurement or impermissible private benefit.

Article VII(
Use of Outside Experts
In conducting the periodic reviews provided for in Article VIL, the Corporation may, but

necd not, use outside advisors. If outside experts are used their use shall not relieve the board
of its responsibility for ensuring that periodic reviews are conducted.

* * *

This Conflict of Interest Policy was adopted by the Corporation's board of directors by
Unanimous Written Consent dated as of November 12, 1999.
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rom 2848 Power of Attorney | _OMB Np, 1545-0150
(Rev. Decembar 1957 and Declaration of Representative For ‘“’:' Orty
mu' na:u?szm ? » See the scparate instructions. Name
Power of Attorney (Please type or print) :"“""“’

1 Taxpayer information GE‘!E!‘"{S) must sign and date 1his form on page 2. line 9.) Date / /
Taxpayer nameis) and address Social security number(s) Employer identification
Allegheny Speciality Practice Network i ! l'l-lmbﬁ'

_cf/o Allegheny General Hospital . .
320 E. North Ave. : : 25 1838458 .
Pittsburgh, PA 1 5212 Daytime telephone number Plan number (it applicable)

hereby appointis) the following representative(s} as attorney{(s)-in-fact:

2 Representative(s) {Representative{s) must sign and date this form on page 2, Part L)
Name and address

Michael A. Lehmann Telephone No. {212) .830-7258 ...
1675 Broadway, 27th Floor Fax No. .(212) _241-9250 ... ..

New York, NY 10019 Check if new: Address [ Telephone No.

CAF No. ........ [P PRPEY
Telaphone NO. ....vrememaesasemrnasmssssennres
FAX NG, ooonececeieseenaneetsasssasansamamansssss
Check if new: Address [ Telephone No. [
CAF NO. s ececemaeremnmenseranamssasmrnasns
Telephone NO. ...o.covomcesrsmeasassmrenameanss
FBX NO. oo ceccemeesamsamcmraanmomsenmmmmaonss

Check if new: Address [ Telephone No. []
to represent the taxpayer(s) before the Internal Revenue Service for the following tax matters:

Name and address

Name and address

3 Tax matters
Type of Tax (income, Employment, Excise, etc.) Tax Form Number (1040, 941, 720, etc)) Year(s) or Period(s)
Application for Recognition Form 1023

All

of Section 501(c)(3) status

4 Spectfic use not recorded on Centralized Authorization File {CAF). If the power of attorney is for a specific use not recorded
on CAF, check this box. (See instruction for Line 4—Specific uses not recorded on CAF), W e e s

5 Acts authorized, The fepresentalives are authonized to recelve and inspect confidential tax information and to perform any
and all acts that 1 {we) can perform with respect to the tax matters described on line 3, for example, the authority to sign any
agreements, consents, of other documents. The authority does not include the power to receive refund checks {see line €

below), the power 1o substitute another representative unless specifically added below, or the power to sign certain returns
(see instruction for Line §—Acts authorized).

List any spectfic additions or deletions to the acts otherwise authorized in this powet of BHOTY: «_o.cceiearamenramarnmnremss

................................................................................................................................................

................................................................................................................................................

Note: In general, an unenrolled preparer of tax returns cannot sign any document for a taxpayer. See Revenue Procedure 81-38,
printed as Pub. 470, for more infor mation.

Note: The tax matters partner of a partnership is not permited to authorize representatives to perform certain acts. See the
instructions for more information.

6 Receipt of refund checks. If you want to authorize a representative named on line 7 to receive, BUT NOT TO ENDORSE
OR CASH, refund checks, initial here and list the name of that representative below.

Name of representative to receive refund check(s) »
For Paperwork Reduction and Privacy Act Notlce, see the separate instructions. Cat. No. 11980J form 2848 [Rev. 1297}
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* 11/18/89 13:48 FAX 2125415250 EKALEINES,AREY, ZALL, ETC. @ood

Form 2348 (Rav. 1267 pae 2

7 wwmmmdmmwmmmmmmbmaMammm
mmmnmmwmmzmmdndtmwmmdmwbdw.

s Hywwutﬂnﬁstnpmmmmﬂonmnmmmmomgmt nruyomlacupy,ormehmﬂeaw

checkthisbox . - . . + -+ S T .. ....»O0

b ummmnmmnmpmmmommm;mpyorwchmuandcormnuni:nﬁoru.ched:ﬁis -
BOX . - o o « s 3 s o v 0" W e e e e e T L S
mmunications semt to ivels), checkthisbox . . . - - = - » 0

] Wmﬁmdwmdm.mmmdmmmmmmmwwmwm
)ofmmeyonmwlmmMRmoSeMammemammnmmwmapmmw

misdowmau.uyoudonotwammmokenpﬁorpwuolmm,mm. A

YDUMUSTmAd-IAOOFYOFAHYPomOFATTORNEYYOUWAHTTOREMANINEFFECT.

] agmmofmmﬂﬂ-ltammuuwmajdmwn,mmumundwutmutsignlrmwmﬁmb
.omerwise.mmiMmWWhyaMoﬂcu.mwdhn.mmmm.mm
mcalver.amnﬁstra\or.ormsmonbehallufmeuxpayer.lcefufymnhavetheamhoﬁtywexeummismmbmu
of tha taxpayerl.
» IF NOT SIGNED AND DATE).THISPOVIEROFMORNEYWILLBERHURNED.

x /}/\/ 11/19/99 _Secretary

¥

' Slonature Date Tite (¥ eppicable)
Andrew Thurman
Print Name
Signature T Dake Tioe (F opplicabie)
Print Name ) .

[ZNT  Declaration of Representative

Undet penahies of perury. | deciare that:

e | am mmmﬂsmmumhmmmbmmelmmim Sorvice;

» | am aware of reguiations contained in Treasury Department Clroular No. 230 (31 CFR, Pant 10), 35 amended, conceming

the practice of atorneys. certified public accoumrants, enrolled agents. enralied actuaries, and others:

e nmauuwﬂzedmnpnsemmuxpayer(s) laentifed in Part | for the tax mattet(s) specifiad thers; and

@ | am one of tha folowing:
Attormney—a member in standing of the bar of the highest cout of the jurisdiction shown below.
Certifind Public Accountant—auty qualified ko praclice as a comified public accountant in the Jurtsdiction shown LEIoW.
Enrolied Ageft—aryofied as an ageft undar tha requirements of Treasury Deparoment Clreular No. 230,
Officer-~a bona fide officer of tha taxpayer’s organizetion.
Full-Time Employse—sa full-time ermpioyea of the tzxpayer.
Family Member—a member of the taxpayer’s immediate famify (6., Sspouse, parent, child, brother, o sister),
Emrolted Actuery—enrolied s en ectuery Dy the Joint Board for the Enroliment of Actuaries undef 28 U.S.C. 1242 the
mihority to prectice before die Service Is limited by section 10.3(d)(7) of Treasury Department Circular No. 2303
Unerwolled Return Preparer—an unenrolied return preparer under saction 10.T(c)vil) of Treasury Depaftment Clreutar
Mo. 230.

» IF THIS DECLARATION OF REPRESENTATIVE IS NOT SIGNED AND DATED, THE POWER OF ATTORNEY WILL
BE RETURNED.

o A —-dDaoTd

Designation==inzert Jurisdiction (state) or
ahove leoer (a-h) Enroliment Card No.

Data
a Ny HY L /1778

. - Prae 0000 el {5y
= \

Signawre

WPAHS-002225



b b 03

KALKINES, ARKY, ZALL & BERNSTEIN LLP

PAY

FIVE HUNDRED AND 00/100 DOLLARS******kk ks ke kk

TOTHE

RYL TN

QF

User Fee for Exempt Organization

811 8 For IRS Use Only
F - -

Rev. Jamary 19581 Determination Letter Request Control rumber

Department of the Treasry bmﬁuﬁhmmummmnw:ppw Amoun pad

Internal Reverue Service (anlﬂ!isno‘hdetmnhaﬁonmappﬁcadon-) User fee Screener

tdemification
st i B

Caution: Do not attach Form 8718 to an application for a pension pian determination letter. Use Form 8717 instead.

1 Nama of organ;
Alleggeny Specialty Practice Network

3 Type of request
a L] initial request for a determination letter for:
& An exempt organization that has had annual gross feceipts averaging not more than $10,000 dunng the
preceding 4 years, of
& A new organization that anticipates gross receipts averaging not more than $10.000 during its first 4 years ™ $150
Note: if you checked box 3a, you must compiete the Certification below.

Fee

Certification
i certify that the annual gross [ROBIDES OF . yoeieeeeemmaneesmammmmememrassamsvryraasssinamemas nnn e st ebs s tn s
name of organizaton
have averaged {or are expected to average) not more than $10,000 during the preceding 4 {or the first 4) years of
operation.
_Signature ¥ Title »

b @ Initial request fot a determination lenter for:

& An exempt organization that has had annual gross receipts averaging more than $10.000 curing the preceding

4 years, or

* A new organization that anticipates gross receipts averaging more than $10,000 during its first 4 years . ¥ 5500
cDGmupexemptionletters.........................PSSOO

Instructions

The law requires payment of a user fee
with each appiication for a determination
ietter. The user fees are listed on fine 3
above. For more information. see Rev.
Proc. 98-8, 1998-1, L.LR.B. 225.

Check the box on line 3 for the 'l'{ype
of application you are submitting. it you
check box 3a, you must complete and
sign the certification statement that
appears under line 3a.

Attach to Form 8718 a check of
money order payable to the internal

Revenue Service for the full amount of

the uset fee. if you do not inciude the
full amount, your appfication will ba
returned. Attach Form 8718 to your
determination letter application.

Send the determination letter
application and Form 8718 to:
Internal Revenue Service

PO. Box 192
Covington, KY 41012-0182

if you are using express mail or a
delivery service, send the application
and Form 8718 to:

Internal Revenue Service

201 West Rivercenter Bivd.

Atin: Extracting Stop 312

Covington, KY 41011

L

ATTOANEY BUSINESS ACCOUNT
1675 BROADWAY
NEW YORK. NY 10019-5809

INTERNAL

STERLING NATIONAL BANK
NEW YORK, NY 10018
1-777-260

REVENUE SERVICE

kkkk

=T a /I ANT s N n‘:;nq“'nl

539:
CHECK NOC. CHECK DATE VENDOR NO.
005393 08/18/99 1IRS
CHECK AMQUNT
5**********500_00
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117158799 13:48 FAX 2125daw.. KALKINES,ARKY, ZALL,EIC. aoo2

reer. 1023 ' Application for Recognition of Exemption OMA Ho. 1302038
R Sapember 1580 Under Section 501(c)(3) of the Intemal Revenue Code “'w;n,:r-
.;..'?:::::.:',.,":" mmmm""'  opon

Read the instructions for each Part carefully.
A User Fee must be smtached to this application.
If the required infortation and appropriste documents amn not submittad slong with Form 8718 (with payment of the
appropriate ser fes), the appication may be rokurned to you,
Complets the Procedural Checkiist on pege 8 of the instructions.

Kontfication of Appiicamt

iz et sh I 2 identacation mumber {EIN)
ta Full namc of orgenizetion (as shown in organizdng documeny m’n”“ ton
Allegheny Medical Practice Network

25 11838457
1b c/o Name {f applicable) 3 Nama snd iephone number of person
© be contacted if additional informmtion
Allegheny General Hospital Is nesdad

te Address {number and stroa)) Room/Suke | Michael A. Lehmann
320 East’ North Avenue ( 212 ) 830-7258

1d City. town, or post office, stwta, and ZIP + 4. If you have a foreign adoress, | €4 Month the annual accouming period ands
300 Specific Instruclions for Part |, page 3.

June

§ Date Incofporatad or formad
June 16, 199%

18 Wab sho address 8 Check here if spplying undar section:
None s D150y 0] 5010 e[ 501y ¢ O500y

T Dldmeaganlzatlonpmlm.slynpptyfarecomﬂnnufmpﬁmmdwmnmdesecuonorundwmy
Othersection Of he Code? . . . . & . v v v o v o « « v v e e e e 0 YesxX™ Mo

If “Yes," attach an explanaton.
Is tha organiration required to Me Form 950 (or Form990-ED? . . . . . . . . . . « L] WAL Yes [] Ne
1t "No,” azach an explahation {see page 3 of the Specific instructions),

§ Has the ofganizatioh fled Federa! mwmommh.nmu-emnplorglnlzatbnhformauon wwms? . . [ Yes3E Ne
If "Yus,” state the form numbers, years fied, and imemal Revenue office where filed.

The Applicant's inital return (Form 990) for its first short year ended
June 30, 1995 was due on November 15, 1999. An extension was filed.

Pittsburgh, PA 152]2

L N N 2 I T Y L S D I T T |

16 Check the box for the type of organization. ATTACH A CONFORMED COPY OF THE CORRESPONQING ORGANIZING -
DQCUMENTS TO THE APPUCATION EEFORE MAILING. (See Spacific Instructions for Part |, Uine 10, on page 3) See
&fso Pub. 557 for exampies of organizationa] documents.)

i (:uporauon-mm a copy of the Aricles of Incofporation (Including smendments end restatements) showing
a 2pproval by the appropriate state official; aiso include & copy of tha bylaws.gae Attachments 1 and 2.
b Truste

Anach a copy of the Trust Indenturs or Agreernent. including all eppropriate signaturee and dates.

e [J Association— Attach a copy of the Articles of Association, Constitution, or other creating document, with &
declaration (see Instructions) or other svidence the arganization was formed by adoption of the
document by mare than one person: alsc include a copy of the bylaws.

¥ the organization Is a corporation oF an unincorporated essociation that has not yet adopted bylows, check here b [

| declare under the ponakies of hat | am authooed o Appiication on bahaif of Bw sbxve organization end Ivx | hive sxamined ppiicalion,
mmmmmmmgmw aluvhmui::nclhmmw me

SM' s Andrew E. Thurman, Secretary 11/19/99
Here [ { {Sigrmturel (Type of PO rvarmo ond OO o SGDNORY OF Sgnw) De)
For Paperwork Reduction Act Notice, o0 page 7 of the instructions. Cex. No. 17183K
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Form 1023 (Rev. 3-96) Page 2

Activities and Operational Information

1 Provide a detailed namative description of all the activities of the organization—past. present. and planned. Do not merely
refer to or repeat the language in the organizational document. List each activity separately in the order of impornance
hased o the relative time and other resources devoted to the activity. Indicate the parcentage of tme for each activity.
Each description should include, as a minimum, the following: (a) a detalled description of the activity including its purpose
and how each acitivity furthers your exempt purpose; {b) when the activity was of will be initiated; and (c) where and by
whom the activity will be conducted.

See Attachment # 3.

2 What are or will be the organization’s sources of financial support? List in order of size.

Patient revenues.

3 Describe the organization's fundraising program, both actual and planned. and explain to what extert it has been put into
effect. include details of fundraising activiies such as selective mailings, formation of fundraising committees, use of
volunteers or professional fundraisers, etc. Attach representative copies of solicitations for financlal support.

The Applicant does not expect to undertake fund raising activities.
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Form 1023 (Rev. 9-98) Page 3

Activities and Operational Information (Contintied)

4 Give the following information about the orgahization's governing body:
a Names, addresses, and tities of officers, directors, trustees, etc. b Annuai compensalion

See Attachment # 8.

¢ Do any of the above persons serve as members of the governing body by reason of being public officials
or being appointed by public officiais? oo ... OYesB No
if “Yes,” name those persons and explain the basis of their selection or appointment,

d Are any members of the organization's governing body “disqualiied persons” with respect o the
organization {other than by reason of being a member of the governing body) or do any of the members
have either a business or family relationship with "disqualified persons™? (See Specific Instructions for
Parll, Line 40, 0N page3) . . . - .« v e e e e e e e e e e oo . D YesTINo
If "Yes,” explain.

5 Does the organization control or is t controlled by any other orgenization? . . . . . . . ... . (¥ Yes QI Ne
Is the organization the outgrowth of (or successor to) ancther organization, or does it have a special
relationship with another organization by reason of interlocking directorates or other factors? , ., . . Yes (O No

If either of these questions is answered “Yes,” explain.

See Attachment # 9.

& Does or will the organization directly or indirectly engage in any of the following transactions with any
political organization or other exempt organization {other than a 501 (c)(3) organization): (a) grants;
{b) purchases or sales of assets; (c} rental of facilities or equipment: {d) lcans or loan guarantees;
{e) reimbursement arrangements; {f) perfarmance of services, membership, or fundraising solicitations:

aor (g) sharing of faciiities. equipment, maiting lists or other assets, or paid empioyees? . .« .. [ Yes Xl Ne
If “Yes,” explain fully and identify the other organizations involved.
7 s the organization financially accountable to any other organization? . . . . . . . . . . %1Yes O No

If “Yes," explain and identify the other organization. Include detaits concerning accountability of attach
copies of reports if any have been submitted.

See Attachment # 10
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Form 1023 (Rev, 9-98) 2ge

Activities and Operationa! Information (Continued)

8 What assets does the organization have that are used in the performance of its exempt function? (Do not include property
producing investment income.) It any assets are not fully operational, explain their status, what additional steps remain to
be completed, and when such final steps will be taken, If none, indicate "N/A."

See Attachment # 1l.

9  Will the organization be the beneficiary of tax-exempt bond financing within the next 2 years?, . . . O Yes (@ No
10a Will any of the organization's facilities or operations be managed by another organization or individual

under a contractual agreement?, . . . . . - . . e s e e e e e e s s e s Yes [] No

b Is the organization a party to any leases? . . . . e . & ves OO Ne

If elther of these questions is answered “Yes,” attach a copy of the contracts and expialn the relatmnshap
between the applicant and the other parties.

See Attachment # 12.

11 Is the organization a membership organization? . .
If "Yes,” complete the following:

a Describe the organization’s membership requirements and attach a schedule of membership fees and
dues.

.. K Yes O No

See Attachment # 13.

b Describe the organization's present and proposed efforts to attract members and attach a copy of any
descriptive literature or promotionai material used for this purpese.

See Attachment # 13.

¢ What benefits do (or will) the members receive in exchange for their payment of dues?

See Attachment # 13.

12a If the organization provides benefits, services, or products, are the recipients required, or will

they be required. 10 pay for them? . . . .. . O wNAF Yes (O No
If “Yes,” explain how the charges are determmed and attach a copy ol’ the current faa schedule.

See Attachment # 14/

b Does or will the organization limit its benefits, services, or products to specific individuals or

classes of individuals? . . . . ... e e e e .. ONADO Yes (B No
If “Yes,” explain how the recnpuents or beneﬁclaﬂes are or will be setected

13 Does or will the omganization attempt to influence legistation?. . . . . .. . v . . .. DOYes N

If “Yes,” explain, Also, give an estimate of the percentage of the orgamzation S llme and funds that it
devotes or plans to devote to this activity.

14 Does or will the organization intervene in any way in poiitical campaagns. including the publication or
distribution of statements? . , ., . . . . . . . . . . e e e e v e o O Yes Gl No

if “Yes,” explain fully.
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form 1023 (Rev. 5-58) Page 5

Technical Requirements

1 AreyouﬁlingFm'n1023wirhin15mmthsfromtheendofrhemonﬂ1inwhichyouorgarizmnwas
treated of formed? . . . . . . 0T Hives O Mo
il you answer “Yes,” do not answer quesuons on lines 2 through & below.

2 ¥ one of the exceptions 1o the 15-month filing requirement shown below applies. check the appropriate box anc proceed
to question 7.

Exceptions—You are not required to file an exemption application within 15 months if the organization: N/a

O a Is a church, interchurch organization of local units of a church, a convention or association of churches, or an
integrated auxiliary of a church. See Specific Instructions, Line 2a. an page 4;
O b Is not a private foundauon and normally has gross receipts of not more than $5.000 in each tax year; or

Ocisa subordinate organization covered by a group exempuon letter, but only if the parent or supervisory organization
timely submitted a notice covering the subordinate.

3 If the organization does not meet any of the exceptions on fine 2 above, are you filing Form 1023 within
27 months from the end aof the month in which the organization was created or formed?. . . . . . [J Yes [J No

If "Yes,” your onganization qualifies under Regulation section 301.8100-2, for an autematic 12-month N/a
extension of the 15-month filing requirement. Do not answer questions 4 through 6.

f "No.” answer question 4.

4 If you answer "No" to question 3, does the organization wish to request an extension of time to apply
under the “reasonable action and good faith” and the "no prejudice to the interest of the government”
requirements of Regulations section 301.9100-3? . . . . _ . . . . . . . 0 O ves O No

if "Yes,” give the reasons for not filing this appiication within the 27-month period described in question 3. R/A
See Specific Instructions, Part i}, Line 4, before completing this item. Do not answer questions 5 and 6.

If "No,” answer questians 5 and 6.

5 If you answer "Na" to question 4, your organization's qualification as a section 507(cH3) organization can
be recognized only from the date this application is filed. Therefore. do you want us to consider the N/A
appflication as a request for recognition of exemption as a section 501{c)(2) organization from the date
the application is received and not retroactively to the date the organization was created or formed? . [J Yes [J] No

& If you answer "Yes" to question 5 above and wish to request recognition of section 50Hc){4) status for the period beginning
with the date the organization was formed and ending with the date the Form 1023 application was received (the effective
date of the arganization's section S01(c)(3) status), check here » [] and agach a completed page 7 of Form 1024 o this
application.

N/A
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Form 1023 {Rev. 9-58 Page
I  Technical Requirements (Continued)

7 s the organization a private foundation?
[J Yes (Answer question B.)
Ck No (Answer question 8 and proceed as instructed.)

8 f you answer “Yes" to question 7. does the organization claim 1o be a private operaling foundation?
[0 Yes (Complete Schedule E)
O No

After answering question 8 on this line, go to line 14 on page 1.

N/A

9 If you answes "No” to question 7, indicate the public charity classification the organization is requesting by checking the
box below that most appropriately applies:

THE ORGANIZATION IS NOT A PRIVATE FOUNDATION BECAUSE T QUALIFIES:

a [j Asachurch of a convention or association of churches Sections 509(aN1)
{CHURCHES MUST COMPLETE SCHEDULE A.) and 1700} 1)AIR
Sections 508(a)(1) .
b [] As aschool (MUST COMPLETE SCHEDULE B.) and 170{bY1)(A}i)
c EX As a hospital o a cooperative hospital service organization, or a
medical research organization operated in conjunction with a Sections 509{a)(1)
hospital (These organizations, except for hospital service and 170{b){1){A)i)

organizauons, MUST COMPLETE SCHEDULE C)

Sections 509{a)(1)

d [0 As agovernmental unt described in section 170{c)(1). and 170{b}{1{A)V)
e [J As being operated solely for the benefit of, or in connection with,

one or more of the organizations described in a through d, g, b, or i

(MUST COMPLETE SCHEDULE D)) Section 509(a}(3)
f [J As being organized and operated exclusively for testing for public

safety. Section 509{a){4)
g [] As being operated for the benefit of a college or university that is Sections 509(a)(1)

owned or operated by a governmental unit. and 170)(1){A) (v}
h [] As receiving a substamtat part of ts support in the form of

contributions from publicly supported organizations, from a Sections 509(2)(1)

governmental unit. or from the general public. and 170(b) 1HAN Vi)
i [J As normally recetving not more than one-third of its support from

gross investment income and more than one-third of fts supporn from

contributions, membership fees, and gross receipts from actlvities

related to its exempt functions (subject to certain exceptions). Section 509(a}{(2)
j [0 The organization s a publicly supported organization but is not sure Sections 509(a)(1)

whether it meets the public support test of h or i. The organization and 170M)(1YAMV)

wouid {ike the IRS to decide the proper classification. of Section 509(a)(2)

If you checked one of the boxes a through f in question 8, go to guestion
14. il you checked box g in question 8, go to questions 11 and 12.
If you checked box h, i, or j, in question 9, go to question 0.
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Form 1023 (Rev. 9-58) Page 7

Technical Requirements (Continued)

10  If you checked box h, i, or j in question 9, has the organization completed a tax year of at least 8 months?
[ Yes—Indicate whether you are requesting: N/A
[] A definitive ruling. {Answer questions 11 through 14,)
[ An advance ruling. {Answer questions 11 and 14 and attach two Forms 872-C completed and signed.)

[0 No—You must request an advance ruling by completing and signing two Forms 872-C and attaching them o the
Form 1023.

11  if the organization recelved any unusual grants during any of the tax years shown in Part IV-A, Statement of Revenue and
Expenses, attach a list for each year showing the name of the contsibutor; the date and the amourt aof the grant: and a brief
description of the nature of the grant.

N/A

12  If you are requesting a definitive ruling under sectlon 170{B)(1){A)(v) cr {vi), check here b [0 and:

a Enter 29 of line 8, column (e}, Total, of Part IV-A . . . . e e e e - .

b Attach a list showing the name and amount contributed by each person (other than a governmental unit or "publicly
suppoited” organization) whose tota! gifte, grents, contribittions, etc., were move than the amount entered on line 12a
a

.

13 If you are requesting a definitive suling under section 508(a)(2). check hera & O and: N/A

a For each of the years included on fines 1, 2, and 3 of Part IV-A, attach 3 list showing the name of and amount received
from esa)ch ~disqualified perscn.” (For a definition of “disqualified person,” see Specific Instructions, Part Ii, Line 4d, on
page 3.

b For each of the years included on line 9 of Part IV-A, attach a list showing the name of and amount received from each
payer {other than a "disquatified person”} whose payments 10 the organization were more than $5,000. For this purpose,

pa

yer” includes, but is not limited to, any organization described in sections 170{b)(1)(A){i) through {vi) and any
governmental agency or bureau.

14 indicate if your organization is one of the following. If so, complete the required schedule. (Submit If "Yes,”
only those schedules that apply to your arganization. Do not submit blank schedules.) Yes | No gomple}e
chedule:
X
Istheorganizaion achurch? . . . . . .« .« 4 v 4 . s e e e e e e e e A
Is the organization, or any part of it aschool? . . . . . . . . . . ... X B
Is the organization, or any part of it, a hosphal or medical research organization? . , . . . . X c
X
Is the organization a section 509{a)(3) supporing organization? . D
Is the organization a private operating foundation?. . . . . . . . . . . . . - . . z E
Is the organization, or any part of it, a home for the aged or handicapped? . . . . . . . . x F
Is the organization, or any pert of it, a child care organization?. . . . . . . . . . . . . X G
Does the organization provide of administer any scholarship benefits, student aid, etc.? , . . . X H
Has the organization taken over, or will it take over, the facifities of 3 “for profit” institution?. . . X |
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Form 1023 [Rev. 5-98) Page 8
sl Financial Data

Allegheny Medical Practice Network

Complete the financial statements for the current year and for each of the 3 years immediately before it. If in exisience less
than 4 years, complete the statements for each year in existence. i in existence less than 1 year, also provide proposed
budgets for the 2 years following the current year.

A. Statement of Revenue and Expenses

lg:"y'::r 3 prior tax years or proposed budget for 2 years

1 Gifts, grants, and contributions
racoived (not incuding urusual | From2/1/99 ®)7/1/2000 (o7/1L2001) (@
grants—see page 6 of the
instructions). . . . . . .

2 Membership fees received .

3 Gross investment income (see
instructions for definition) . . 0 0 0 0

4 Net income from organization's
unrelated business activities not
included online3. . . . . 200,000 204,000 208,080 612,080

§ Tax revenues levied for and
either paid to or spent on behalf
of the organizaion . . . . 1] Q 0 0
6 Value of services or facilties
fumnished by a2 govemmental unit
to the organization without charge
{not including the value of services
of facilities generally fumished the
public without charge). . . . 0 Q 0 0
7 Otherincome (not including gain
of loss from sale of capital
assets) {attach schedule) . . 217000 737,980 249,329 2,199,309
8 Total (2dd lines 1 through 7) 217,000 916,980 957,419 2,811,389

9 Gross receipts from admissions,
sales of merchandise or services,
or fumishing of facilities in any
activity that s not an unrelated
business within the meaning of
section §13. Include related cost
ofsaesonfne22 . . . . . 92,778,000 33.723.340 34,540,709 103,854,438

10 Total (add lnes Band 9) . . | 33.695,000] 34,660,320 35,498,118 106,664,827

11 Gain or loss from sale of capital
assets (attach schedule), . . 0 0 D D

12 Unusual grants.

. e 0w 0
13 Total revenue (add lnes 10 - o - _
o grue (odd Ihes 10 | 33,695,000 34,660,32 35,498,118

----------- {e) TOTAL

n 0 0
0 0 0

=]

=

Revenue

o 0 0

106,664,827

14 Fundraising expenses . . 0 0
15 Contributions, gifts, grants, and

similar  amounts paid (attach

schedule) . . e
16 Disbursements to or for benefit

of members {attach schedule} . 0 I 0
17 Compensation of officers,
directors, and tustees (altach
schedulg) . . . . . . . 0 0
18 Other salaries and wages . . 21,079,000 31,383,500 31.694,090
19 imerest . . . . . . . . 0 { 0
20 Occupancy (rent, utllities. etc). Q 0 ]
21 Depreciation and depletion . . 1,312,004 1,342,000
22 Other (antach schedule) . . . 16,753,000 16,678,971-16,820,436
23 Total expenses (add lines 14 -

trough22). . . . . . . |-49,114.0000 49,374,471 49,836,524 -

24 Excess of revenue over -

expenses (line 13 minus line 23) (15,419,000) (14,714,151) (14,358,4D8)

Expenses
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Pageg

Financial Data (Continued)

Allegheny Medical Practice Network
Current 1ax year
B. Balance Sheet (at the end of the period shown} ome.6./30/.2000
Assets
T CaSh. = v e e e e e e e e e e e e e e e e e 1Al 2,567,000
2  Accounts receivable, net . . . . . . . 2 | 1,463,000
3 IVeMONeS . . . . . . . . e e e e e e e e e e e e e . 3 424,000
4 Bonds and notes receivable (altach schedute) , . . . . . . . . . . . L 0
5 Corporate stocks (attach schedule). . . . . . . . . . . . . ] .18 0
€ Morgage loans (attach schedule) . . . . . . . . . . .. . I 0
7  Other investments fattach schedulg) . . . . . . . « « « « + + . - .12 0
8 Depreciable and depletable assets {attach schedule} . . . LB 9,846,000
9 land. . . . . . .o e e e e e e . 9 0
10  Other assets (attach schedule} . . . . . . . . . . . SO O | 321,000
1 Total assets (add lines 1 through 10). . .. M 14,621,000
Liabifities
12 Accountspayable . . . . . . . , . . 12 7,211,000
13 Contributions, gifts, grants, etc., payable ., . e e e . 13| 33,021,000
14 Mortgages and noles payable {attach scheduie) - . . .. 14 Q
- 15  Other liabilities (attach schedule) . . . . P T 2,311,000
16 Total fiabilities (add lines 12through 15) . . . . . . . . . 16 47,543,000
Fund Balances or Net Assets
17 Total fund balances or net assets . e e e e e e . . {17i(27,922,000)
18 Total liabilities and fund balances or net assets (add line 16 and fine 17) . . . 18 | 14,621,000

If there has been any substantial change in any aspect of the organization’s financial activities since the end of the penod

shown above, check the box and attach a detailed explanation .

- a2 e e
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Form 1023 (Rev. 5-88) Page 1

Schedule C. Hospitals and Medical Research Organizations

T Crock nere # claiming 1o be 2 hospiat; complete the questions in Section | of this schedule; and write "N/A” in Section |l
D Check here If claiming 1o be a medical research organization operated in conjunction with a hospital, complete the

ions in Section || of this schedule; and write "N/A” in Section 1.
SO Fosras

1a How many doctors are on the hospial's courtesy staff?. . . . . . . .+ - - - .o e —Nfa

b Are all the doctors in the community eligible for stafl privileges? . .. . . . . . - . . . - . - O Yes ElNo
if *No,” give the reasons why and explkin how the courtesy staff is selected.

See Attachment #18.

72 Does the hospital maintain a full-time emergency fOOM?. . . « . « - - = - + -+« - - - Clves ClNe  yya
b What Is the hospital's policy on administering emergency services 10 persons without apparent means
to pay?

H/A

¢ Does the hospital have any amangements with police, fire, and voluntary ambulance services for the
delivery or admission of emergency €ases? . . . . . . . - - s st s e e s e e [ ves [l ne
Explain. N/A

3a Does or will the hospital require a deposit from persons covered by Medicare or Medicaid in #ts admissicn -
If “Yes,” explain.

b Does the same deposit requirement, if any. apply to all other patients?, . . . . . . . . . . . Cves OOno N/A
If "No,” explain.

4 Does or will the hospital provide for a portion of its sefvices and facilities to be used for charity patients? ] Yes O no N/A
Explain the policy regarding charity cases. Include data on the hospital's past experience in admitting
charity patients and arrangements it may have with municipal or government agencies for absarbing the
cost of such care.

5 Does or will the hospital carry on a formal program of medicat training and research?, . . . . . . L] Yes No
1f "Yes,” describe.

& Does the hospital provide office space to physicians carrying on a medicai practice? . . . . . . . [ Yes Elno
if “Yes,” attach a list setting forth the name of each physician, the amount of space provided, the annual
rent, the expiration date of the current lease and whether the terms of the lease represent fair market value.

ETENN Medical Research Organizations
1 Name the hospitals with which the organization has a relationship and describe the relationship.

2 Attach a schedule descnbing the organization's present and proposed (indicate which) medical research activities; show
the nature of the activities, and the amount of money that has been or will be spent in carrying them out {Making grants to
other organizations is not direct conduct of medical research.)

3 Atach a statement of assets showing their falr market value and the portion of the assets directly devoted to medical
research.

For more information, see back of Schedule C.
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Allegheny Medical Practice Network

EIN: 25-1338457

List of Attachments

Attachment #1
Attachment #2

Attachment #3

Attachment #4
Attachment #5
Attachment #6
Attachment #7
Attachment #8:
Attachment #9:

Attachment #10:

Attachment #11:
Attachment #12:
Attachment #13:
Attachment #14:
Attachment #15:
Attachment #16:
Attachment #17:

Attachment #18:

The Applicant’s Certificate of Incorporation
The Applicant’s By-Laws

Response to Part I, Question 1: Activities and Operational
Information

Settlement Agreement

Affiliation Agreement

Membership Withdrawai Agreement

Conflict of Interest Policy

Response to Part I1, Question 4: Directors and Officers
Response to Part II, Question 5: Control by Other Organizations

Response to Part I, Question 7: Accountability to Other
Organizations

Response to Part II, Question 8: Assets Used

Response to Part I, Question 10(a): Management Services
Response to Part I, Question 11: Membership Corporation
Response to Part I1, Question 12a: Benefits, Services or Products
Response to Part IV, Line 4: Unrelated Trade or Business Income
Response to Part IV, Line 7: Other Income

Part IV, Line 22: Other Expenses

Response to Schedule C
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ARTICLES OF INCORPORATION
OF THE

ALLEGHENY MEDICAL PRACTICE NETWORK

In compliance with the requirements of 15 Pa.C.S. § 5306, the undersigned, being
of full age and desiring to incorporate a nonprofit corporation, hereby certifics as follows:

FIRST: The name of the corporation is Allegheny Medical Practice Network
(hereinafter the "Corporation”). .

SECOND: The address of the Corporation’s initial registered office in this
Commonwealth is 4800 Friendship Avenue, Pittsburgh, Penosylvania 15224, located in the

. county of Allegheny.

THIRD: The Corporation is incorporated wnder the Pennsylvania Nonprofit
Corporation Law of 1988.

FOURTH: The Corporation is formed and is 10 be operated exclusively for the
following charitable, scientific and educational purposes, within the meaning of sections
501(c)(3) of the Internal Revenue Code of 1986, as amended (the "Code"):

(a) establishing, meintaining and operating programs and facilitics rendering
diagnostic and clinical and other health care services and heaith related services
in the Western Pennsylvania community (including, without limitation, offices and
clinics, hospitals, psychiatric hospitals, children’s hospitals, rehabilitation
hospitals, ambulatory care services and facilities. long term care facilities, and
agencies or facilities providing for persons in their homes);

(b) providing health care for sick, injured, disabled, indigent, or infirm persons
in the Western Pennsylvania community;

(¢) providing for the preservation of health of the. Western Pennsylvania
community,;

(d) establishing, maintaining and operating such activities, services, and facilities
as are designed or intended to advance or support medical educarion, glinical

DOB<T7/01000/632509. 1 o 061i509 3:3%m
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research, and preventive health activity; in each case as determined by the
Corporation’s solc member and as an sntegral part of the regional health carc
system comprised of corporations of which the Corporation’s sole member is also
the sole member and that are described in section 501(c)(3) of the Code; and

(e) exercising such powers in furtherance of the foregoing purposes as are nOW
or may be granted hereafter by the Nonprofit Corporation Law of the

. Commonwealth of Pennsylvania, as amended from time to time, or any Successor
legislation.

FIFTH: The Corporation does not contemplate pecuniary gain or profir,
incidental or otherwise.

SIXTH: The Corporation is organized upon a nonstock basis.

SEVENTH: The Mcmber or Members shall be the entity and/or persons
identified as such in tbe Corporation’s Bylaws. As such, the Member or Members shall have
all of the rights and privileges conferred upen nonprofit corporate Members under the laws of
the Commonwealth of Pennsylvania, except as otherwise specified in the Bylaws of the
Corporation, as well as such additional rights and privileges as shall be specified in the Bylaws
of the Corporation.

EIGHTH: The name and address of the incorporator is:
Name Address

Michael A. Lehmann c/o Kalkines, Arky, Zall & Bernstein LLP
1675 Broadway, 27th Floor
New York, New York 10019

NINTH: Notwithstanding any other provision herein, the Corporation is
organized and is to be operated exclusively for ope or more of the purposes specified in section
501(c)(3) of the Code and shail neither have nor exercise any power, nor shall it cngage directly
or indirectly in any activity, that would invalidate (i) its status as a corporation which is exempt
from Federal income taxation under section 501(a) of the Code, as an organization described in
section 501(c)(3) of the Code, and (ji) its status as an organization, contributions to which are
deductible undet sections 170(c)(2), 2055(a)(2) and 2522(a)(2) of the Code.

TENTH: No part of the net earnings of the Corporation shall inure to the
benefit of any trustee, director or officer of the Corporation or any private individual, firm,
corporation or association, except that reasonable compensation may be paid for services
rendered and payments and distributions may be made in fortherance of the purposes set forth
in Article FOURTH hereof, and no trustee, director or officer of the Corporation, not any

00B477/01000/632509.1 06/15/9 3:3%m
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private individual, firm, corporation ot association, shall be entitled to share in the distribution
of any of the corporate assets onl dissolution of the Corporation.

ELEVENTH: In the cvent of dissolution of the Corporation, its Board of
Directors, after making provision for the payment of all of the liabilities of the Corporation, and
subject to providing prior potice to the Attorney General, obtaining the approval of the Orphans’
Court of the Commonwealth of Pennsylvania, apd compliance with the laws of the
Commonwealth of Pennsylvania, shall arrange for either the direct distribution of all of the
assets of the Corporation for the purposes of the Corporation (as set forth in Article FOURTH
hereof) or the distribution to one or Mote organizations (i) which qualify for exemption under
the provisions of section 501(2) of the Code as an organization described in section 501(c)(3)
of the Code and classified as a public charity pursuant to section 509(a) of the Code and the
Treasury Regulations promulgated thereunder, and (ii) contributions to which then are deductible

under sections 170(c)(2), 2055(a)}(2) and 2522(a) of the Code.

TWELFTH: No substantial part of the activities of the Cotporation shall be
carrying on propaganda, or otherwise attempting to influcoce legisiation, except as may
otherwise be permitted by section 501(b) of the Code, No part of the activities of the
Corporation shall be participating iz, of intervening in, any political carnpaign on behalf of or
in opposition to any candidate for public office (including the publishing or distributing of
stalements).

THIRTEENTH: The Member or Members roay alter ot amend these Articles,
subject to obtaining any additional approvals required by the Bylaws of the Corporation, and
provided that any such alteration or amendment shall be consistent with the Corporation’s status
as (i) 2 corporation which is exempt from Federal income taxation under section 501(a) of the
Code, as an organization described in section 501(c)3) of the Code, and (ii) a corporation,

contributions to which are deductible under sections 170(c)(2), 2055(a)(2) and 2522(a)(2) of the
Code.

FOURTEENTH: Reference in these Articles to sections of the "Code" shall
be deemed to include corresponding provisions of any future United States Internal Revenue law.

NOB4T7/01000/632509.1 1S5y N:3%m

WPAHS-002241



IN TESTIMONY WHEREOF, the incorporator has signed these Articles of
Incorporation this {Sth day of Turnt,, 1999.

(e

Michael A. Lehmann

c/o Kalkines, Arky, Zall & Bernstein LLP
1675 Broadway, 27th Floor
New York, New York 10019

QUBATTAILO00/632505.1 061599 3:39pm
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ARTICLFS OF INCORPORATION
OF THE

ALLEGHENY MEDICAL FRACTICE NETWORK

In complinue with the requirements of 18 Pa.C.S. § 5306, the unleisigoed, being
of full age and desiring o incnporate nonprofit corperation, hereby cerTifies as follows:

FIRST: The netme of the corporation is Allegheny Medical Practics Network
(hereimafier the *Curporatinn®).

SECOND: The address of the Corporation's inittul registered office in this

P &= Commonwealth is 4800 Friendshlp Avenue, Pittsburgh, Pennsylvapia 13224, locared in the
=. = county of Aliegheny.
o (13}
.. B THIRD: The Corporation is incorporated andet the Pennsylvania Nomprofic
T Corporation Law of 1988.
FOURTH: The Carporation is formed and is to be operated excinsively for the
' following charitable, sciwotific and educational purposes, within the meaning of sections

$S01(c)(3) of the Inrmal Revane Code of 1986, as arpended (the "Code”):

(2) establishing, maintaining and operating programs and facilirics rendering
diagnostic am} clinical and other health care services apd health rclated Krvices
iu thie Western Pcnnsylvanie comumumty (including, without limitation. offices and
cliuics. haspitals, psychistric hospitals. children's hospitals, rchabilitation
hospitals, ambulatory carc services and facilities, long term carc facilities, and
ageucies o facilities providing for persons in their hutues);

(h) providing bealth care for sick, injured, disabled, indigent, or infirm persons
in the Western Pennsylvania corxmunity;

(¢) providing for thc prescrvation of health of the Westcrn Pennsylvama
comamnity;

(d) establishing., muaintaining 0d operating such aclivities, scrvices, and facilities
as are designed or intended 10 advauce Ur suppatt mecdical educarion, clinical

TRITIRMIENSTL N UL R ED
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research, and prevearive health acuviry, in each case w Jetepmined Wy be
Corporation's sole member and as an integral pant of the regional health carc
system comprised of corporations of which e Corporation’s sole membe is alws
the sole member and that are described in sectiun S01(c)(3) of the Code; wud

(e) exerclsing such powers in furcherance of the fureguing purpuses as we pow
or may be gramted hereafier by the Nonprofi Corporation Law of the
Commonwealth of Peonsylvania, as amended from time 10 time, OF a0y SHCLESSOT
legistadoa.

FIFTH: The Corporativu does ot conicmplate pecunimty pain of profir,
incidental or ot wise .

STXTH: The Curpurativn b vrganizel upon 2 nuustock basis.

SEVENTH: The Member or Members shall be the culity wal/w pecsous
identifis) #% st in the Corporaton's Bylaws.  As such, the Membre or Memherx shall buve
ali of the rigtes ax! privileges conferred upon nonprofit corparate Members under the laws of
the Commonwealth of Pransyivania, except as oliegwise specified i the Bylaws of the
Corporation, as well us such 2dditional righs and privileges as shall be vpecified in (e Bylaws
of d Courpuration.

FIGHTH: The game and address of the incorporater s
Nauie Address

Michael A. Lehmann /o Kalkines, Atky, 7all & Rerndein LLP
1675 Broadway, 27th Fluor
New York, New York 10019

NINTH: Nutwithsiaudivg any ofer povision heein, the Corporation is
organized and is to Ix operatnd excluxively Ror ang o sae of the pacposes specified in section
501(c)(3) of the Code and shall neither have nor exercise any powcr. oot she!l it engage directly
ot indirccdly in any activity, that would invalidate (i) its stagus as 2 corporation which is exempt
from Federal incnme taxation under sectiom 501(a) of the Code, as an organization deseribed in
section 501(e)() of the Code, and (if) iix smms as 2a organization, cogtributions (o which arc

deductible under sections 170(EX?), 20552 and 2522a)(2) of the Cude.

TENTH: No part of the net eamnings of the Crmoration shall inure to the
benefit of any trustes, direcan or officer of the Corporation ar any private individual, firm,
corporation or association, exccpt that yeasomable tompensadon may bc prid for scrvices
rendered and payments and distributions may be madc in furtherance of the purposes sct torth
in Arncle FOUR'TH hereof. and no trustes, divector or officer of the Corperation, nor any

QRTTOIRNENIS0Y. L 0615199 3:3m
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private individual, firm, CconporATion of 23506i8tiOR, sball be fntit\ﬂd 10 share in the distribution
of any of the vurpurate ARSELS oR dissolution of the Corporatum.

ELEVENTTL: In the cvent of dissotution of the Corporation. its Hoard of
Directrs, afier iuzking provisiop for the peymert of all of the liahilities of the Carporation, aod
subject to providing pris aotice to the Attorney Geaezal, obrainiuy the: approval of the Orphans’
Court of the Commonwealth of Peonsylvania, anod compliance with the laws of the
Comraonwealth of Peausylvania, shall arrange for either the divess distribution at all of the
assets of the Corporation fov the purposes of the Corporation (us ser farth in Article FOLRTH
herenf) or (he disuibution to one Or MOTE organizadons (1) which qualify for cxemption under
the: provisions of section 501(a) of the LCode ae an organization Jescribed in section S0L(€)(3)
of the Code and classificd aa 8 public charity pursuant © aetivy 509(a) of the Code and the
Treasury Repulations promulgated thereunder, and (if) cont riwgtions to which then aré deductible
undrr sevuvns 170(E)(@), 2055(8)2) and 2522(a) of the Code.

TWFLFTH: No substaotial part of the actividas of e Corporation shall be
canying un profmgasds, ar atherwisc atempting 10 influence ieginlstion, ¢Xccpt a3 may
otherwise e permined by section $01(h) of the Coce. No par of e activitics of the
Cupuration shall he participating i, of intervening in, 20Y pulitical zampaign on behalf of ot
in oppusition to any capdidate for public office (inchuding the gmblishing or distribugng of
KTAICTICIUR}.

THIRTEENTH:  The Msmber of Meambers m#y alter ot amcrd these Ardcles,
subject W ublaining any addisional approvals required by {ie Bylawx of thc Corporation, and
provided that any sl alteration of amendment shall be consistent with the Corporation’s stats
25 (1) 4 corporation whiklt iy exempt from Federal income Taxation upder section 50l(a) of the
Code, 28 an Urguuization descrihed in scction SU1{cX3) of the Code, und (if) 2 corporation,
I:Q}J.dl':lbmium w whicl wie deductible under sections 170(e)(2), 2085(a)(2) and 2522(a)(2) of the
Code.

FOURTEENTI:  Heference In these Articles to sections of the "Code” shait
Le decmed ta inchide carrcsponding provisions of any furure United States Intcrnal Revemue law.

TOMTITI0NIIEIT 00,1 06LAMD 3:36pT
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IN TESTIMONY WHEREOF, ths mcorporaiof has signed these Articles of
locorporation this (St day of Juns,, 1999

f ot et

Michael A. Lelmann

cio Kalkines, Arky, Zall & Bernstein e
1675 Broadway, 27tk Floor
Kew York, New Yink 10019

NRETIRLBOONEI 2051 [ e

TOTAL P.885
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AMENDED AND RESTATED BYLAWS
OF
ALLEGHENY MEDICAL PRACTICE NETWORK

ARTICLE I

NAME AND LOCATION

Section 1. Name. The name of the Corporation is Allegheny Medical Practice
Network (the "Corporation”).

Section 2.  Principal Office. The principal office of the Corporation shall be located
at 320 East North Avenue, Pittsburgh, Pennsylvania 15212 or at such other address as the Board
of Directors shall determine.

ARTICLE I
PURPOSE; PARTICIPATION IN SYSTEM

Section 1.  Purpose. The Corporation is formed and is to be operated exclusively for
the following charitable, scientific and educational purposes, within the meaning of sections
501(c)(3) of the Internal Revenue Code of 1986, as amended (the "Code™):

(a) establishing, maintaining and operating programs and facilities rendering
diagnostic and clinical and other health care services and health related services
in the Western Pennsylvania community (including, without fimitation, offices and
clinics, hospitals, psychiatric hospitals, children’s hospitals, rehabilitation
hospitals, ambulatory care services and facilities, long term care facilities, and
agencies or facilities providing for persons in their homes);

(b) providing health care for sick, injured, disabled, indigent, or infirm persons
in the Western Pennsylvania community;

(c) providing for the preservation of health of the Western Pennsylvania
community;

(d) establishing, maintaining and operating such activities, services, and facilities
as are designed or intended to advance or support medical education, clinical
research, and preventive health activity; in each case as determined by the
Corporation's sole member and as an integral part of the regional health care
system comprised of corporations of which the Corporation’s sole member is also
the sole member and that are described in section 501(c)(3) of the Code; and
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(e) exercising such powers in furtherance of the foregoing purposes as are¢ pow
or may be granted hereafter by the Nomprofit Corporation Law of the
Commonwealth of Pennsylvania, as amended from time to time, or any successor
legislation (the "PNCL").

Section 2.  Participation in System. The Corporation is a constitent entity of the
health care system serving Western Pennsylvania known as The Healthcare Alliance For Western
Pennsylvania (the "System") which, as of the date of the adoption of these bylaws, is comprised
of affiliated hospitals and certain other affiliated organizations. These Bylaws, among other
things, establish the relative authority and responsibility of the entities and individuals
participating in the governance and management of the Corporation in its capacity as part of the
System.

ARTICLE III
MEMBER

Section 1. Member. Subject to Section 9 of this Article III, the sole voting member
of the Corporation (the "Member") shall be The Healthcare Alliance for Western Pennsylvania,
Inc. (the "Member"), acting through its Board of Directors (the "Member Board™), or through
its Executive Committee (the "Member Executive Committee") or designated officers of the
Member (the "Designated Representatives") to the extent that the Member has, pursuant to its
Bylaws or by resolution duly adopted by the Member Board, delegated its authority herein to
the Member Executive Committee or to a Designated Representative; provided, however, that
peither the Member Executive Committee nor any Designated Representative shall have the
authority to act on behalf of the Member with respect to any of the actions identified in Section
2.B of this Article III.

Section 2. Powers and Rights of Member.

A. The Member shall have such powers and rights as are set forth in the PNCL and
the Articles of Incorporation of the Corporation. Without limiting and in addition to such
powers and rights, the Member shall have the exclusive authority to exercise the following
pOWeIs:

(1)  Adopt and/or approve and interpret the statement of mission and
philosophy of the Corporation, and require the Corporation to operate in
conformance with its statement of mission and philosophy;

()  Adopt and/or approve amendments or restatements of the bylaws
and Articles of Incorporation of the Corporation, subject, however, to Section 9
of this Article ITI, and with respect to amendments of the following provisions in
the bylaws and Articles of Incorporation of the Corporation, subject to prior
notice to the Attorney General and the prior approval of the Orphans’ Court: (1)
provisions setting forth the purposes of the Corporation; (ii) provisions setting

2
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forth the powers reserved exclusively to the Member; (iii) provisions describing
the manner in which the assets of the Corporation are to be distributed vpon
termination, dissolution or winding up of the Corporation; and (iv) provisions
requiring notice to the Attorney General or approval of the Orpbans’ Court prior
to the taking of certain action by the Corporation.

(3)  Fix the number of, and elect, appoint, fill vacancies in and remove,
with or without cause, the Directors; and elect and remove, with or without
cause, the Chair and Vice Chair of the Board of Directors of the Corporation,
and the Secretary and Treasurer of the Corporation; provided that no Director or
officer shail be removed by the Member without 10 days prior notice of such
removal from the Member to the Board of Directors;

(4)  Designate the administrative structure of the Corporation and, after
consultation with the Board of Directors of the Corporation, elect and remove,
with or without cause, the President and Chief Executive Officer and all vice
presidents and other officers of the Corporation, provided that no officer shall be
removed by the Member without 10 days prior notice of such removal from the
Member to the Board of Directors;

(5)  Cause or approve any merger, consolidation, division, conversion,
or dissolution of the Corporation, or the filing of a petition in bankruptcy or
execution of a deed of assignment for the benefit of creditors;

(6)  Approve or cause the Corporation to engage in any acquisition or
any sale, lease, exchange, mortgage, pledge or other alienation of any personai
property of the Corporation having a value in excess of an amount to be fixed
from time to time by the Member or any real property of the Corporation;

(7)  Adopt and/or approve any capital or operating budgets of the
Corporation, and approve or direct any unbudgeted expenditure to be undertaken
individually or collectively by the Corporation and any affiliated corporations
controlled by the Corporation (other than unbudgeted expenditures which are
required in order for the Corporation to be in compliance with applicable laws,
rules and regulations, and state licensing and accreditation requirements), where
the cumulative amount of such unbudgeted expenditures is in excess of an amount
to be fixed from time to time by the Member;

(8) Adopt and/or approve any operating plan or financial plan with
respect to the Corporation, and require the Corporation to comply with such
operating or financial plan;

(9)  Approve and/or cause the Corporation to undertake or engage itself

in respect of any bond issuance or any other indebtedness for borrowed money
of the Corporation, or any lending of funds by the Corporation to an unrelated

3
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person, corporation or other legal entity, including without limitation any capital
Jeases (other than indebtedness to provide funds for expenditures necessary in
order for the Corporation to be in compliance with applicable laws, rules and
regulations, and state licensing and accreditation requirements, to the extent such
funds are pot otherwise reasonably available), representing obligations of the
Corporation in excess of an amount per annum in the aggregate established from
time to time by the Member;

(10) Approve and/or direct the allocation and transfer of the
Corporation’s excess cash (as determined by the Member) among those charitable
nonprofit health care organizations operating in Western Pennsylvania of which
the Member is the sole Member, which organizations are exempt from federal
income taxation under Section 501(a) of the Code because they are organizations
described in Section 501(c)(3) of the Code, provided that any such allocation and
transfer shall be in furtherance of the Corporation’s charitable purposes;

(11) Establish and/or approve the criteria for, and conduct the
evaluation of, the performance of the President and Chief Executive Officer and
all vice presidents and officers of similar rank of the Corporation;

(12) Approve and/or cause the adoption by the Corporation of proposed
settlements of litigation when such settlements exceed applicable insurance

coverage or the amounts reserved in respect thereof of any applicable self-
insurance fund;

(13) Approve and/or cause the adoption by the Corporation of any
contracts between the Corporation and any managed care organization (including
without limitation any health maintenance organization or independent practice
association) or insurance company;

(14) Approve and/or cause apy corporate reorganization of the
Corporation or the establishment or dissolution of any subsidiary organizations,
including corporations, partnerships or other entities, of the Corporation;

(15) Adopt and/or approve the strategic plan of the Corporation; and

(16)  Approve or direct the taking of any other action outside of ordinary
course of business and such matters as are required to be submitted to corporate
members of a Pennsylvania nonprofit corporation.

Except as otherwise required by the PNCL, and subject to Section 9 of this Article I, the
action of the Member with respect to each of the foregoing actions shall be sufficient to approve
such actions, no action by the Board of Directors of the Corporation shall be required with
respect to any such actions, and, to the full extent permitted by law, no action of the Board of
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Directors with respect to any such actions shall be effective for any purpose without the approval
of the Member.

B. Each of the following actions may be approved by the Member only through action
of the Member Board, and not through action of the Member Executive Committee or any
Designated Representative:

(1) The adoption or approval of a statement of mission and philosophy of
the Corporation;

(2) The adoption or approval of any amendments of the Bylaws or
Articles of Incorporation of the Corporation;

(3) The approval of any merger, consolidation, division, conversion, of
dissolution_ of the Corporation, or the filing of a petition in bankruptcy or
execution of a deed of assignment for the benefit of creditors, or the sale or other
disposition of all or substantially all of the assets of the Corporation;

(4)  The election, appointment and removal of the Directors, the Chair
and Vice Chair of the Board of Directors of the Corporation, and the Secretary
and Treasurer of the Corporation;

(5) The approval of any bond issuance or incurrence of any other
indebtedness for borrowed money of the Corporation, or any lending of funds by
the Corporation to an umnrelated person, corporation or other legal entity,
including without limitation any capital leases; and

(6)  The approval and/or direction of the allocation and transfer of the
Corporation's excess cash (as determined by the Member) among those charitable
nonprofit health care organizations operating in Western Pennsylvania of which
the Member is the sole Member.

Section 3.  Meetings of Member. Meetings of the Member may be held at such place
within the Commonwealth of Pennsylvania as the Member may from time to time determine,
or as may be designated in the potice of the meeting.

Section 4. Anpual Meeting of the Member.

A. Unless otherwise fixed by the Member, the annual meeting of the Corporation
shall be held in June of each year. At each annual meeting, (i) the Board of Directors shall
present to the Member an annual report regarding the financial performance of the Corporation,
and (ii) the Member shall appoint the Board of Directors of the Corporation in accordance with
Article IV and all officers that pursuant to the Bylaws are then to be appointed by the Member.
If the annual meeting shall not be called and held within one (1) month of the date specified in
this Article III, Section 4 or fixed by the Member in accordance with this Asticle I, Section

5
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4, as applicable, any members of the Board of Directors and any officers theretofore appointed
by the Member shall continue to serve unless removed by the Member (or unless the applicable
member of the Board of Directors or officer resigns), and a special meeting may be held in place
thereof with the same force and effect as the annual meeting, and in such case all references in
these Bylaws, except in this Article II1, Section 4, to the annual meeting of the Corporation shall
be deemed to refer to such special meeting. Any such special meeting shall be called and notice
given as provided in Article ITI, Sections 5 and 7, as applicable.

B. Immediately after each annual appointment of the Board of Directors by the
Member at the annual meeting or a special meeting, the Board of Directors of the Corporation
shall meet for the transaction of business to be conducted by the Board of Directors at the place
where the annual or special meeting of the Member was held. Notice of such meeting need not
be given. If such meeting is to be held at any other time or place, notice thereof shall be given
as provided in Article V, Section 2 for special meetings of the Board of Directors.

Section 5.  Special Meetings of the Member. Special meetings of the Member shall
be held whenever called by the Board of Directors of the Corporation, or by written demand of
the Member.

Section 6. Action Without a Meeting. Any action which may be taken at a meeting
of the Member may be taken without a meeting if a consent in writing setting forth the actions
so taken shall be signed by the Member, and filed with the Secretary of the Corporation.

Section 7. Notice of Megtings: Participation by Conference Telephone.

A. Unless otherwise provided in these Bylaws, whenever written notice is required to
be given to the Member under the provisions of the Articles of Incorporation, these Bylaws, or
the PNCL, it may be given by sending a copy thereof first class mail, postage prepaid, by
persopal delivery, or in the case of notices other than notices of meetings, by telecopy with
confirmed receipt to the address of the Member appearing on the books of the Corporation. If
the notice is sent by mail, it shall be deemed to have been given to the Member entitled thereto
when deposited in the United States. A notice of meeting shall specify the place, day and hour
of the meeting and any other information required by law or these Bylaws, and, unless the
meeting is an anmual meeting, shall indicate that the notice is being issued by or at the direction
of the person(s) calling the meeting. Notice of each meeting of the Member shall be given not
less than five days before the date of the meeting, except in the case where fundamental changes
to the Corporation under Chapter 59 of the PNCL will be considered, in which case such notice
shall be given not less than ten days before the date of the meeting. Every such notice shall
state the date, time and place of the meeting, and notices of special meetings of the Member
shall also set forth the general nature of the business to be conducted at such meeting.

B. When a meeting is adjourned, it shall not be necessary to give any notice of the
adjourned meeting and of the business to be transacted at an adjourned meeting in accordance

with the provisions of this Article IIl, Section 7 if the day, time and place to which the meeting
is adjourned is announced at the meeting at which the adjournment is taken.

6
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C. Whenever notice of a meeting is required, such notice need not be given to the
Member if a written waiver of notice executed by the Member is filed with the records of the
Corporation. Attendance by the Member at any meeting of the Member shall constitute a waiver
by the Member of notice of such meeting, except where the Member attends a meeting for the
express purpose of objecting, at the beginning of the meeting, to the transaction of any business
because the meeting was not lawfully called or convened.

D. One or more persons may participate in a meeting of the Member by means of
conference telephone or similar communications equipment by means of which all persons
participating in the meeting can hear each other. Participation in a meeting pursuant to this
subsection shall constitute presence in person at such meeting.

Section 8.  Resolutions. Whenever the language of a proposed resolution is included
in a written notice of a meeting of the Member, the meeting considering the resolution may
without further notice adopt it with such clarifying or other amendments as do not enlarge its
original purpose.

Section 9.  Additional Members. Notwithstanding anything herein to the contrary,
upon the occurrence of a Triggering Event (as defined below), then effective immediately and
automatically upon the occurrence of such Triggering Event and without further action by the
Member, the voting members of the Corporation shall include, in addition to the Member
identified in Section 1 of this Article III hereof, all of the then-current members of the Board
of Directors of the Corporation, and any reference in these bylaws to "the Member” shall be
deemed to be a reference to "the Members" as identified in this Article I, Section 9, each of
whom shall have one vote, and all of whom together shall have the authority that, but for
operation of this Article III, Section 9, would be vested in the Member. From and after the
occurrence of a Triggering Event, (i) a2 majority of the Members shall constitute a quorum at
any meeting of the Members and (ii} the affirmative vote of two-thirds (or greater) of the whole
number of Members shall be required to approve any matter to be voted on by the Members.
For purposes of this Section, "Triggering Event" shall mean any of the following occurrences:

(1)  a Final Determination (as defined below) shall have been entered denying
the Member’s application for recognition as an Exempt Organization (as defined below)
or revoking the Member’s status as an Exempt Organization;

(2)  the Member shall have taken all corporate action necessary to approve (X)
the dissolution of the Member or (y) the filing by the Member of a voluntary petition in
bankruptcy;

(3)  the Member shall bave admitted in writing its inability to pay its debts as
they come due; or

(4  an involuntary petition for the dissolution and winding up of the Member
shall have been filed, which such petition is not dismissed within 60 days of the filing
thereof.
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*Final Determination” shall mean a decision, judgment, decree or other order by the Internal
Revemue Service or a court of competent jurisdiction which is final and unappealable, or which
has become unappealable because the time for institating an appeal has expired. "Exempt
Organization® shall mean an organization exempt from federal income taxation pursuant to
Section 501(a) of the Code as an organization described in Section S01(c)(3) of the Code.
Notwithstanding anything herein to the contrary, amendment of this Section 9 shall require
approval of both the Member and at least two-thirds of the entire Board of Directors of the
Corporation.

Section 10.  Operating Reports. The Board of Directors of the Corporation shall submit
operating reports to the Member in such form and on such schedule as shall be established by
the Member. Such operating reports shall reflect the results of operations of the Corporation
and of any affiliates of the Corporation that are controlled by the Corporation.

ARTICLE IV
THE BOARD OF DIRECTORS

Section 1. Powers and Responsibility. Subject to Article III hereof and to the other
rights and powers of the Member specified herein or in the Articles of Incorporation or
otherwise provided hereby or in the Articles of Incorporation or by law, the Board of Directors
shall have charge, control, and management of the administrative affairs, property and funds of
the Corporation and shall have the power and authority to do and perform all acts and functions
not inconsistent with these Bylaws, the Articles of Incorporation, and applicable law, in each
case as amended from time to time. Such responsibility shall include without limitation:
implementation of any operational or financial plan adopted by the Member and institutional
management and planning. Without limiting the generality of the foregoing, the Board of
Directors shall have power and authority to, and shall be responsible to, establish and manage
the Corporation’s program for compliance with all legal requirements applicable to the
Corporation. The Board of Directors shall also prepare, for the Member’s review and approval,
on such timetable as the Member shall establish, proposed annual budgets for the Corporation,
which budgets shall be consistent with any operating plan or financial plan adopted or approved
by the Member and then in effect.

Section 2.  Composition of the Board: Appointment Qualifications. The Board of
Directors shall be composed of not fewer than thre¢ nor more than twenty voting members,
exclusive of non-voting ex officie Directors. The exact mumber of voting Directors shall be as
fixed from time to time by the Member, except that as of the date of adoption of these bylaws,
the Board of Directors of the Corporation shall be comprised of three members as identified on
Exhibit A hereto, each having the term identified for such individual on Exhibit A hereto.
Directors shall generally be appointed at the annual meeting of the Member, but may be
appointed at any regular or special meeting of the Member; provided that, except for the ex
officio Directors specified in Section 4 of this Article IV, the Board of Directors shall not
include any full-time employees of the Member or of the Corporation. Each Director of the
Corporation shall be a natural person of at least eighteen years of age, of good moral character
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and who enjoys a good reputation in the community, and who, by his or her experience,
community interest, or prior action, demonstrates a willingness to devote time and talent to the
affairs of the Corporation and to exercise his or her judgment with undivided loyalty to the
Corporation. Fach Director shall further satisfy the requirements set forth in Section 9 of this
Article IV.

Section 3. Term of Office. Subject to Section 5 of this Article IV, Directors, other
than ex officio Directors, shall serve for one, two, of three year terms, as specified by the
Member. In the event that the Member elects to classify the Board of Directors for purposes
of staggering their respective terms of office, then the number of Directors assigned to each
class shall be as nearly equal as possible to those assigned to each other class. Each Director
shall retain his or her position as Director until his or her successor shall be duly appointed and
qualified or until his or her earlier death, resignation or removal, except that an ex officio
Director shall retain his or her position as Director only during his or her tenure in the position
from which his or her respective ex officio status is derived, or until his or her earlier death,
resignation, or removal. Directors may be re-elected for unlimited successor terms.

Section 4. Ex Officio Directors. From and after February 1, 2000, the following
persons shall serve as ex officio Directors of the Corporation with vote:

(1) President and Chief Executive Officer of the Member; and
) President and Chief Executive Officer of the Corporation.

In the event that any individual holds multiple ex officio positions s/he shall have one vote.

Section 5. Removal, Resignation, Vacancies.
A. The Member may, in its discretion, remove any Director at any time, with or

without cause, upon 10 days prior notice to the Board of Directors. Without limiting the
generality of the foregoing, upon such notice the Member may, in its discretion, remove and
replace all or a portion of the Board of Directors if the Member determines that the Corporation
has failed to comply with any operating or financial plan adopted or approved by the Member.
Unless such removal notice is revoked by the Member during the 10 day notice period, any such
removal shall be effective immediately upon expiration of the notice period.

B. Any Director may resign from office with or without cause, by delivering a
written statement of resignation to the Secretary of the Corporation. Any such resignation shall
take effect immediately upon its receipt by the Secretary of the Corporation, unless a later
effective time or date for the resignation is specified in the notice of resignation.

C. Any person appointed to fill a vacancy on the Board of Directors shall be
appointed for the unexpired term of the Director whose death, resignation, or rernoval gave rise
to the applicable vacancy.

WPAHS-002256



Section 6.  Orientation of Directors. Newly elected or appointed Directors shall be
oriented to the functions and procedures of the Board of Directors. Such orientation shall be
carried out under the supervision of the President and Chief Executive Officer.

Section 7.  No Compensation. No Director shall receive any compensation for acting
as a Director. Directors who are officers or employees of the Corporation may receive
compensation for those duties.

Section 8.  Review of Bylaws. The Board of Directors shall review these Bylaws of
the Corporation annually, and based on such review, may propose amendments to these Bylaws
to the Member of the Corporation.

Section 9. Conflict of Interest. Directors shall exercise good faith in all transactions
touching upon their duties at the Corporation and its property. No director shall use his or her
position, or knowledge gained therefrom, in any way that might give rise to a conflict between
the interest of the Corporation and that of the individual Director. The Board of Directors shall
adopt a conflict of interest policy, and each Director and officer of the Corporation shall agree

in writing to be bound thereby as 2 prerequisite to his or her qualification as a Director or
officer, as the case may be.

ARTICLE V

MEETINGS OF THE BOARD OF DIRECTORS

Section 1.  Regular and Anmal Meetings of the Board of Directors. The Board of
Directors shall hold regular meetings at such time and place as determined by the Board or the
Chair; provided-that the Board shall meet not less than four times per year. The Annual
Meeting shall be held as provided in Article III, Section 4 of these Bylaws. Notice of any
meeting shall be mailed, personally delivered or faxed to each Director at least 5 days prior to
the meeting to the Director’s address (or fax number) on the books of the Corporation. Voting
by proxy shall not be permitted at any meeting.

Section 2. Special Meetings. Special meetings may be held at any time upon call of
the Member or the Chair or upon receipt by the President and Chief Executive Officer of the
written request of at least three Directors.

Section 3.  Quorum. A majority of the entire Board of Directors (without counting
non-voting ex officio Directors) shall constitute a quorum at any regular meeting. Once a
quorum is established, subsequent withdrawal of individuals to less than a quorum shall not
affect the validity of any subsequent action taken at the meeting. Except as otherwise required
by the PNCL, approval of any matter before the Board of Directors by a majority of the
Directors present at a meeting shall constitute approval of the applicable matter by the Board.

Section 4.  Action Without a Meeting. Any action which may be taken at a meeting
of the Board or any committee thereof may be taken without a meeting if consent in writing
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setting forth such action is signed by all of the Directors or members of the committee, and is
filed in the minutes of the proceedings of the Board er of the committee.

Section 5.  Rules of Conduct. Meetings of the Board of Directors and Committees
of the Board of Directors will be conducted in accordance with such rules as may be established
by the Board of Directors.

Section 6.  Participation by Conference Telepbone. Ope or more Directors or
members of a Committee established pursuant hereto may participate in a meeting of the Board
of Directors or such Committee by means of conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this subsection shall constitute presence in person at such
meeting.

Section 7. Waiver of Notice. Whenever any written notice is required to be given
under the provisions of the these bylaws or the PNCL, such notice need not be given to any
Director who submits a signed waiver of notice whether before or after the meeting, or who

attends the meeting without protesting, prior thereto or at its commencement, the lack of notic
to such Director.

ARTICLE VI
OFFICERS

Section 1. Officers Geperally. The officers shall be a Chair, a Vice-Chair, a
Secretary, a Treasurer, a President and Chief Executive Officer, and such Vice Presidents and
other subordinate officers as the Member shail designate. The Chair, Vice Chair, Secretary, and
Treasurer shall be appointed from among the elected (i.e., non-ex officio) members of the Board
of Directors. All other officers need not, but may, be selected from among such elected
members of the Board of Directors. No full-time employee of the Member or of the
. Corporation shall be eligible to serve as Chair or Vice Chair of the Corporation.

Section 2.  Appointment of Officers. The officers shall be appointed by the Member,
after consultation with the Board of Directors of the Corporation, at the Annual Meeting of the
Member each year and shall hold office for terms of one year and until their successors are duly
installed, subject in each case to an officer’s earlier death, resignation or removal. Vacancies
in any office may be filled by action of the Member after consultation with the Board of
Directors of the Corporation. So long as the Member is the sole Member of the Corporation,
no full-time employee of the Member or of the Corporation shall be eligible to serve as Chair
or Vice Chair of the Corporation. Further, the Chair shall be appointed from among individuals
who aiso serve on the Member's Board of Directors. Nothing contained herein shall be
construed as prejudicing any officer’s rights with respect to compensation under any employment
agreement with the Corporation.
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Section 3.  Chair. The Chair shall preside at all meetings of the Board of Directors,
and at the Annual Meeting of the Member each year shail present the report of the Board of
Directors. The Chair shall be responsible to review the performance of the Board of Directors
on an annual basis, and 1o report on such performance to the Member. The Chair shall have
such authority, and shall perform all duties, ordinarily required of an officer in like position, and
such other authority and duties as may be assigned by the Member.

Section 4.  President and Chief Executive Officer. The President and Chief Executive
Officer of the Corporation shall be an ex officio member of the Board. The President and Chief
Executive Officer shall have all authority and responsibility necessary to operate the Corporation
in all its activities, subject, however, to the policies and directives of the Member and of the
Board of Directors with regard to the matters as to which the Board of Directors is responsible,
and 1o the provisions of the Corporation’s Articles of Incorporation and Bylaws.

Section 5.  Vice Chair. The Vice-Chair shall perform the duties of the Chair when
for any reason the Chair is unable to perform the same.

Section 6.  Secretary. The Secretary shall keep and properiy record the minutes of
the proceedings of the Board of Directors, notify officers of their election and committee
members of their appointment, give notice of all meetings of the Board of Directors and the
Executive Committee, have custody of the corporate seal and of all books and papers pertaining
to the office, and generally shall have such authority, and shall perform all duties, ordinarily
required of an officer in like position.

Section 7. Treasurer. The Treasurer shall receive and have custody of all funds,
money, and income of the Corporation not otherwise specifically provided for by the Member
and shall deposit the same in such depository or depositories as the Board shall designate. The
Treasurer shall have such authority, and shall perform all duties, ordiparily required of an
officer in like position, and such other authority and duties as may be assigned by the Member.

Section 8.  Resignation. Any officer may resign at any time by giving written notice
thereof to the Chair, the President and Chief Executive Officer or the Secretary of the
Corporation. Any such resignation shall take effect on the date of receipt of such notice by one
of the above-specified officers, or at such later time specified therein, and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

Section 9. Removal. Any officer of the Corporation may be removed, with or
without cause, by the Member whenever in the judgment of the Member the best interests of the
Corporation will be served thereby. Nothing contained herein shall be construed as prejudicing
any officer’s rights with respect to compensation under any employment agreement with the
Corporation.

12
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ARTICLE VII
COMMITTEES OF THE BOARD OF DIRECTORS

Section 1.  Committees Geperally. The Directors, upon direction of the Member,
shall establish the following committees, and, upon the approval of the Member, may establish
such other committees (standing or special) as the Board of Directors shail determine to
establish, with such authority and composition as the Board of Directors shall determine (subject
only to the rights and powers of the Members as set forth in the PNCL, the Articles of
Incorporation, and these Bylaws, and the limitations or delegation of the Board’s authority
pursuant to the PNCL):

A, Executive Committee
B. Finance Committee

C. Strategic Planning and Capital Development Committee
D. Audit Committee

Section 2. Powers of the Executive Committee. From and after its establishment, the
Executive Committee shall have and may exercise the powers of the Board of Directors in the
management of the business affairs of the Corporation, except that the Executive Committee
shall mot have authority with respect to any of the following matters:

A. The submission to the Member of any action requiring approval of
the Member;

B. Amending or repealing any resolution of the Board of Directors;
or

C. Approving any matters which pursuant to the Bylaws or resolution
of the Board of Directors is reserved to another established committee of the
Board.

Section 3. Finance Committee. From and after its establishment, this Committee
shall review and recommend to the Board of Directors the annual budget to be proposed to the
Member, establish and review periodic budgetary reports and meet with the Corporation’s
independent auditors following receipt of the annual audit. This Committee shall also review
apd recommend the financial plan of the Corporation. This Committee shall meet at least
quarterly to review the budget and financial performance of the Corporation and its affiliates,
and to review and recommend approval or disapproval of any proposed unbudgeted expenditures
by the Corporation where the cumulative amount of such unbudgeted expenditures is in excess
of the amount fixed from time to time by the Member.

Section 4.  Strategic Planning and Capital Development Committee. From and after
its establishment, this Committee shall propose long range plans for the Corporation for the
consideration of the Member, with the goal of constantly improving services, facilities and

13

WPAHS-002260



programs. These plans shall be periodically reviewed and revised by the Committee, and shall
be subject to approval by the Member.

Section 5.  Audit Committeg. From and after its establishment, this Committee shall
cause to be audited the accounts of the Treasurer and of the Corporation at the close of each
year prior to the annual meeting of the Corporation, shall render a full report to the Member at
its annual meeting, and shall have such other responsibilities and authority as designated by the
Board in a resolution.

Section 6.  Appointment of Committees. The members of any standing or special
Committee shall be appointed by the Board. Each Committee shall include at least three
Directors, including ex officio members. The Chair and the President and Chief Executive
Officer shall be ex officio members of all committees with full voting privileges. Each other
member of a committee shall serve for a term of one year and until his or her successor has
been appointed, subject to his or her earlier death, resignation or removal.

Section 7.  Meetings of Committees. All standing Committees shall function under
the direction of the Board of Directors and shaii meet as ofien as necessary to transact their
business and shall make such reports as they may deem necessary or which may be specifically
required of them. Minutes shall be kept of each meeting of each Committee and such mimutes
shall be disseminated to all members of the Board of Directors, and to the Member.

Section 8.  Quorum: Act of Committee. A majority of the members of a Committee
shall constitute a quorum for the transaction of business. Once a quorum has been established,
subsequent withdrawal of committee members so as to reduce the pumber of members present
to less than a quorum shall not affect the validity of any subsequent action taken at the meeting.
Approval of any matter before any Committee by a majority of those present at a meeting of a

Committee where a quorum is present shall constitute approval of the applicable matter by the
applicable Committee.

Section 9. Resignation. Any Committee member may resign at any time by giving
written notice thereof to the Chair, the President and Chief Executive Officer or the Secretary
of the Corporation. Any such resignation shall take effect on the date of receipt of such notice
by one of the above-specified officers, or at such later time specified therein, and, unless
otherwise specified therein, the acceptance of such resignation shall not be necessary to make
it effective.

Section 10. Removal. Any Committee member may be removed, with or without
cause, by the Board or the Member whenever in the judgment of the Board or the Member the
best interests of the Corporation will be served thereby, provided that if any Committee member
is removed by the Member, at least 10 days advance notice of such removal shall be given by
the Member to the Board of Directors.
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ARTICLE VHI
FISCAL YEAR AND ANNUAL REPORT

Section 1.  Fiscal Year. The Fiscal Year of the Corporation shall be begin on the first
day of July of each year and end on the last day of June of the succeeding year.

Section 2. Apnual Report. As soon as may be convenient following the close of the
Fiscal Year, the Board of Directors may cause to be published for general distribution an Anmal
Report containing such information regarding the work and affairs of the Hospital for the
preceding Fiscal Year as in their discretion may be deemed advisable.

ARTICLE IX

SEAL

Section 1. Seal. The seal of the Corporation shall be in such form as may be
approved by the Board of Directors.

ARTICLE X

LIABILITY OF DIRECTORS

Section 1.  Standard of Care and Fiduciary Duty. Each Director shall stand in a
fiduciary relation to this Corporation and shall perform his or her duties as a Director, including
his or her duties as a member of any committee of the Board upon which the Director may
serve, in good faith, in a2 manner the Director reasonably believes to be in the best interests of
this Corporation, and with such care, including reasonable inquiry, skill and diligence, as a
person of ordinary prudence would use under similar circumstances. In performing his or her
duties, each Director shall be entitled to rely in good faith on information, opinions, reports or
statements, including financial statements and other financial data, in each case prepared or
presented by any of the following: )

(a) ope or more officers or employees of this
Corporation whom the Director reasonably believes to be
reliable and competent in the matters presented;

(b) counsel, public accountants or other persons as to
matters which the Director reasonably believes to be within
the professional or expert competence of such persons; and

(c)  acommittee of the Board of this Corporation upon
which the Director does not serve, as to matters within its

designated authority, which committee the Directoy
reasonably believes to merit confidence.
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A Director shall not be considered to be acting in good faith if the Director has knowledge
concerning the matter in question that would cause his reliance to be unwarranted.

Section 2. Limitation_on_Liability. Neither the Member nor any Director of the
Corporation shall be personally liable for monetary damages for any action taken, or any failure
to take any action, provided however, that this provision shall not eliminate or limit the liability
of the Member or any Director to the extent that such elimination or limitation of liability is
expressly prohibited by, Section 5713 of the PNCL, as in effect at the time of the alleged action
or failure to take action by such Member or Director.

Section 3.  Preservation of Rights. Any repeal or modification of this Article shall
not adversely affect any right or protection existing at the time of such repeal or modification
to which any Member, Director or former Member or Director may be entitled under this
Article. The rights conferred by this Article shall continue as to any person who has ceased to
be the Member or a Director of the Corporation and shall inure to the benefit of the successors,
heirs, executors, and administrators of such person.

ARTICLE Xi
INDEMNIFICATION

Section 1. Mandatory Indemnification of Directors and Officers. The Corporation shall
indemnify, to the fullest extent now or hereafter permitted by law, each Director and officer
(including each former Director or officer) of the Corporation who was or is or is threatened
to be made a party to or a witness in any threatened, pending or completed action or proceeding,
whether civil, criminal, administrative or investigative, by reason of the fact that the Director
or officer is or was an authorized representative of the Corporation, or is or was serving at the
written request of the Corporation as a representative of another domestic or foreign corporation
for profit or not-for-profit, partnership, joint venture, trust or other enterprise, against all
expenses (inclhuding attorneys® fees), judgments, fines and amounts paid in settlement actually
and reasonably incurred by the Director or officer in connection with such action, suit or
proceeding if such Director or officer acted in good faith and in 2 manner he or she reasonably
believed to be in, or not opposed to, the best interest of the Corporation and, with respect 1o
any criminal proceeding, had no reasonable cause to believe his or her conduct was unlawful.

Section 2.  Mandatory Advancemient of Expenses to Directors and Officers. The
Corporation shall pay expenses (including attorneys’ fees) incurred by a Director or officer of
the Corporation referred to in Section 1 of this Article XI in defending or appearing as a witness
in any civil or criminal action, suit or proceeding described in Section 1 of this Article X1 in
advance of the final disposition of such action, suit or proceeding. The expenses incurred by
such Director or officer shall be paid by the Corporation in advance of the final disposition of
such action, suit or proceeding only upon receipt of an undertaking by or on behalf of such
Director or officer to repay all amounts advanced if it shall ultimately be determined that the
Director or officer is not entitled to be indemnified by the Corporation as provided in Section
4 of this Article XI.
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Section 3.  Pepmissive Indemmification and Advancement of Fxpenses. The
Corporation may, as determined by the Board of Directors from time to time, indemnify, in full
or in part, to the fullest extent now or hereafter permitted by law, any person who was or is or
is threatened to be made a party to or a witness in, or is otherwise involved in, any threatened,
pending or completed action or proceeding, whether civil, criminal, administrative or
investigative, by reason of the fact that such person is or was an authorized representative of the
Corporation or is or was serving at the request of the Corporation as a representative of another
domestic or foreign corporation for profit or not-for-profit, partnership, joint venture, trust or
other enterprise, both as to action in his official capacity and as to action in another capacity
while holding such office or position, against all expenses (including attorneys’ fees), judgments,
fines and amounts paid in settlement actuaily and reasonably incurred by such person in
conjunction with such action, suit or proceeding if such person acted in good faith and in a
manner he or she reasonably believed to be in, or not opposed to, the best interest of the
Corporation and, with respect to any criminal proceeding, had no reasonable cause to believe
his or her conduct was unlawful. The Corperation may, as determined by the Board of
Directors from time to time, pay expenses incurred by amy such person by reason of such
person’s participation in an action, suit or proceeding referred to in this Section 3 in advance
of the final disposition of such action, suit or proceeding upon receipt of an undertaking by or
on behalf of such person to repay such amount if it shall ultimately be determined that such
person is not entitled to be indemnified by the Corporation as provided in Section 4 of this
Article X1.

Section 4.  Scope of Indemnification. Indemmification under this Article shall not be
made by the Corporation in any case where a court detenmines that the alleged act or failure to
act giving rise to the claim for indemnification is expressly prohibited by Chapter 57, Subchapter
D of the PNCL or any successor statute as in effect at the time of such alleged action or failure
to take action.

Section 5. Miscellaneous. Each Director and officer of the Corporation shall be
deemed to act in such capacity in reliance upon such rights of indemnification and advancement
of expenses as are provided in this Article. The rights of indemnification and advancement of
expenses provided by this Article shall not be deemed exclusive of any other rights to which any
person seeking indemnification or advancement of expenses may be entitled under anmy
agreement, vote of members (if any), disinterested Directors, statute or otherwise, both as to
action in such person’s official capacity and as to action in another capacity while holding such
office or position, and shall continue as to a person who has ceased to be an authorized
representative of the Corporation and shall inure to the benefit of the heirs, executors and
administrators of such person. Amy repeal or modification of this Article by the members (if
any) or the Board of Directors of the Corporation shali not adversely affect any right or

protection existing at the time of such appeal or modification to which any person may be
entitled under this Article.

Section 6. Definition of Authorized Representative. For the purposes of this Article,
the term, "authorized representative” shall mean a director, officer (including a former director
of officer), or employee of the Corporation or of any corporation controlied by the Corporation,
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or a trustee, custodian, administrator, committeeman or fiduciary of any employee benefit plan
established and maintained by the Corporation or by amy corporation controlled by the
Corporation, or person serving another corporation, partnership, joint venture, trust or other
enterprise in any of the foregoing capacities at the written request of the Corporation. The term
"authorized representative” shall not include money managers or investment advisors (or any
employees thereof) hired by the Corporation, and shall not include agents of the Corporation
unless indemnification thereof is expressly approved by the Board of Directors.

Section 7. Funding to Meet Indemnification Obligations. Subject to the approval of
the Member, the Board of Directors shall have the power to borrow money on behalf of the
Corporation, including the power to pledge the assets of the Corporation, from time to time to
discharge the Corporation’s obligations with respect to indemnification, the advancement and
reimbursement of expenses, and the purchase and maintenance of insurance for the benefit of
the Corporation and any person indemnified pursuant hereto. Upon the approval of the Member,
the Corporation may, in lieu of or in addition to the purchase and maintenance of insurance,
establish and maintain a fund of any namre or otherwise secure or insure in any manner its
indemnification obligations, whether arising pursuant to this Article or otherwise.

ARTICLE XTI

AMENDMENTS OF THESE BYLAWS AND/OR THE
ARTICLES OF INCORPORATION OF THE CORPORATION

The power to amend, modify, alter or repeal these Bylaws or the Articles of
Incorporation, is hereby exclusively vested in the Member of the Corporation subject, however,
to Section 9 of Article III, and with respect to amendments of the following provisions in the
bylaws and Articles of Incorporation of the Corporation, subject to prior notice to the Attorney
General and the prior approval of the Orphans’ Court: (i) provisions setting forth the purposes
of the Corporation; (ii) provisions setting forth the powers reserved exclusively to the Member;
(iii) provisions describing the manner in which the assets of the Corporation are to be distributed
upon termination, dissolution or winding up of the Corporation; and (iv) provisions requiring
notice to the Attorney General or approval of the Orphans® Court prior to the taking of certain
action by the Corporation.
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ARTICLE XIII
SUBVENTIONS

The Corporation shall be authorized by resolution of the Board of Directors or
the Member to accept subventions from the Member or nonmembers on terms and conditions
not inconsistent with PNCL § 5542, and to issue certificates therefor. The resolution of the
Board of Directors or the Member may provide that the holders of subvention certificates shall
be entitled to a fixed or contingent periodic payment out of the corporate assets equal to 2
percentage of the original amount or value of the subvention. The rights of bolders of
subvention certificates shall at all times be subordinate to the rights of creditors of the
Corporation.

% K %k %k
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EXHIBIT A

Name Term
Concetta Cibrone Term Expires 6/2000
Andrew Thurman Term Expires 6/2000
Barry Roth Term Expires 6/2000
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #3
Part II, Question 1: Activities and Operational Information

L Introduction

Allegheny Medical Practice Network (the " Applicant”) is a Pennsylvania non-
profit and non-stock corporation that was formed on June 16, 1999 to operate a network
of community-based primary and specialty health care sites for the public in western
Pennsylvania. The Applicant’s network will supplement the acute care and other inpatient

and outpatient services provided by other entities that are members of the charitable,
educational and scientific integrated delivery system described below.

II. Background

The Applicant is a part of a multi-entity, academic health care system based in
and serving the communities of western Pennsylvama. The parent of the system currently
ijs The Healthcare Alliance For Westemn Penmsylvania, Inc. (hereinafter "HAWP"), which
also is a newly-formed-corporation: -HAWP was formed-to provide or cause the provision
of fiscal management, strategic planning, external affairs/community relations, legal affairs,
risk management, group purchasing, management information services and personnel
recruitment and development services to the operating members of its system such as the
. Applicant. The other members of HAWP’s system are Allegheny General Hospital, which
operates a world-renowned teaching hospital in Pittsburgh ("AGH"); Allegheny University
Medical Centers, which operates hospitals, a skilled nursing facility and a hospice in the
communities surounding Pittsburgh ("AUMC"); AUMC-Canonsburg, which operates a
hospital in Canonsburg, Pennsylvania; Allegheny Singer Research Institute (*ASRI"), a
medical and scientific research institute based in Pittsburgh; and Allegheny Specialty
Practice Network ("ASPN™), a newly-formed, non-profit corporation that will provide
clinical and teaching services to hospitals that are members of HAWP’s system. AGH,
AUMC, AUMC-Canonsburg and ASRI currently are Section 501(c)(3) organizations and
public charities. ASPN is simultaneously submitting an application for recognition of
Section 501(c)(3) and public charity status.

As described in greater detail below, on or about January 31, 2000 the
Applicant and the other members of the HAWP system are expected to become members
of a new system under a new common parent called West Penn Allegheny Health System,
Inc. ("WPAHS"). HAWP and WPAHS were formed as a result of the bankruptcy of
Allegheny Health, Education and Research Foundation ("AHERF"). AHERF was the sole
corporate member of a group of hospitals and health-care organizations that primarily
served western Pennsylvania, including AGH and AUMC. AHERF also was the sole
corporate member of several other hospitals and health-care organizations that primarily

! All Section references herein are to the Code.
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served Philadelphia and other eastern Pennsylvania communities (collectively, such other
hospitals and health-care organizations will be referred to as the "AUH-East Group").

AHERF and the AUH-East Group (but not AGH, AUMC, AUMC-Canonsburg
or ASRI) filed for bankruptcy protection on July 21, 1998. Extensive litigation followed
concerning, among other things, the fate of AGH, AUMC, AUMC-Canonsburg and ASRI
and potential claims of the official committee of unsecured creditors of AHERF and the
AUB-East Group (the "Creditors” Committee") against AGH, AUMC, AUMC-Canonsburg
and ASRI. The Western Pennsylvania Healthcare System, Inc. ("WestPenn"), the
supporting organization for a hezlth-care system consisting of The Western Pennsylvania
Hospital and Suburban General Hospital (collectively, WestPenn, WPH and Suburban being
referred to herein as the "WestPenn System™), made a proposal to AGH, AUMC, AUMC-
Canonsburg and ASR], the trustee for the bankruptcy estates of AHERF and the AUH-East
Group (the "Trustee") and the Creditors’ Committee that was designed to allow (i) AGH,
AUMC and ASRI to separate from AHERF and remain viable institutions, (ii) ASPN and
the Applicant to incorporate, acquire certain assets owned by members of the AUH-East
Group and operate independently of AHERF and (iif) the satisfaction and release of certain
claims of the-Creditors=Committee; the-Frustee and the estates of the AUH-East Group
against AGH, AUMC and AUMC-Canonsburg.

The WestPenn proposal contemplated (i) causing AGH, AUMC and ASRI to
be temporarily reorganized under a newly-formed, Pennsylvania not-for-profit corporation
gplled The Healthcare Alliance For Western Pennsylvania, Inc. ("HAWP"), (ii} causing the
Applicant and ASPN to be incorporated and causing HAWP temporarily to become their
sole corporate member (collectively, the temporary system consisting of HAWP, AGH,
AUMC (and AUMC-Canonsburg), ASRI, ASPN and the Applicant will be referred to as
the "HAWP System™) and (iii) the WestPenn System’s arranging for financing that would
help the HAWP System become independent of AHERF. Ultimately, assuming that the
HAWP System gave indications of viability independent of AHERF, the joining of the
HAWP System and the WestPenn System through formation of WPAHS, which would
replace HAWP as the sole member of the organizations in the HAWP System and which
would become the sole member of WPH and Suburban, was also contemplated.

In furtherance of the WestPenn proposal, the following steps have taken place:
. HAWP was formed in June, 1999;
. pursuant to an affiliation agreement whose parties included HAWP,

AGH, AUMC, AUMC-Canonsburg and ASRI (the "Affiliation
Agreement”), those Supported Organizations amended their by-laws
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and/or articles of incorporation, as necessary, to make HAWP their sole
corporate member;

. the Applicant and ASPN were formed in June, 1999 and HAWP became
their sole corporate member;

. HAWP was capitalized with a $25,000,000 subvention from WPH;

. pursuant to a settlement agreement among HAWP, the Trustee, the
Creditors’ Committee and certain other persons (the "Settlement
Agreement"), HAWP paid $25,000,000 in cash to the bankruptcy estates
of AHERF and the AUH-East Group in exchange for, among other
things, (i) certain assets of Allegheny University Medical Practices
("AUMP") and Allegheny University of the Health Sciences ("AUHS"),
both part of the AUH-East Group, and (ii) satisfaction and release of
various claims asserted by the Creditors’ Committee, the Trustee and the
estates of AHERF and the AUH-East Group against AGH, AUMC,
AUUMC-Canonsburg and ASRY;

. AUHS transferred its research activities to ASRI;

. the WestPenn System arranged, on an arm’s-length basis, commercially
reasonable financing for the HAWP System of approximately
$125,000,000 from Highmark Blue Cross Blue Shield ("Highmark"), a
Blue Cross-Blue Shield organization that serves the Region, to provide
working capital to the HAWP System; and

. WPH entered into management contracts with AGH and AUMC.

By November, 1999, it was determined that the newly-independent HAWP
System was demonstrating sufficient viability so that it could prudently become linked with
the WestPenn System. Accordingly, the following steps have occurred and are proposed:

. WPAHS was formed on Navember 12, 1999;

. pursuant to 2 membership withdrawal agreement between WPAHS and
HAWP (the "Membership Withdrawal Agreement"), WPAHS will
become the sole corporate member of AGH, AUMC, ASRI, the Applicant
and ASPN at the time of the bond offering described below; and

w
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. pursuant to a governance authority surrender agreement between WPAHS
and WestPenn, WPAHS will become the sole corporate member of WPH
and Suburban at the time of the bond offering described below;

. WestPenn will transfer the stock of MSO to WPAHS at the time of the
bond offering described below and

. on or about January 31, 2000, WPAHS will become the beneficiary of
approximately $450 million in tax-exempt bonds to be issued by the
Allegheny County Hospital Development Authority, the proceeds of
which will be used to support the ongoing activities of the WPAHS
system.

A copy of the Settlement Agreement is attached as Attachment #4. A copy of
the Affiliation Agreement is attached as Attachment #5_ The voluminous schedules to the
Settlement Agreement and the Affiliation Agreement have been omitted because they
generally provide information that cither would not appear to be relevant to this application
or is redundant to information provided elsewhere in this application. A copy of the
proposed form of the Membership Withdrawal Agreement is attached as Attachment #6.
Copies of proposed form of the by-law of the Applicant and the other Supported
Organizations following the effective date of the Membership Withdrawal Agreement are
:ncluded as Exhibit A to the Membership Withdrawal Agreement.

III. The Applicant’s Activities
A. General Overview
The Applicant will operate a network of primary and specialty care sites as a
charitable activity in furtherance of the health care goals of WPAHS’s system. These
activities will benefit WPAHS's system and the communities served in the following ways:

+ expanding and enhancing access by the public to primary care medical Services;

« providing high quality, affordable, cost-efficient health care services to the
public;

« reducing operating costs by eliminating administrative duplication;

« enhancing efficiency, quality of care, and continuity of care by integrating
inpatient and outpatient health care services,

WPAHS-002272



Allegheny Medical Practice Network
EIN: 25-1838457

« enriching the educational experience for medical students and residents in the
WPAHS system by providing in-depth primary care experiences;

+ broadening the medical research opportunities for WPAHS’s system and
communities it serves.

“B. The Applicant's Physicians

At each site of the Applicant’s sites, one or more primary care or specialty care
physicians will render medical services to the general public. All of the Applicant’s
physicians will be employees of the Applicant. Initially, all of the Applicant’s physicians
will be former employees of AUMP or AUHS, each of which is a Section 501(c)(3)
organization. Pursuant to the Settlement Agreement, AUMP and AUHS conveyed to
HAWP, which will reconvey to the Applicant or ASPN, as appropriate prior to the closing
of the WPAHS bond offering, all assets necessary to operate the sites: physician
employment contracts (referred to in the Settlement Agreement as the "Assigned AUMP
Physician Agreements" and the "Assigned AUHS Physician Agreements) and related real
and personal property (referred to in the Settlement Agreement as the "Assigned
AUHS/AUMP Balance Sheet Assets;" the "ntellectual Properties;" the "Assigned AUMP
Real Property Leases;" the "Assigned AUHS Real Property Leases;" the "Assigned AUMP
Personal Property Leases;" the "Assigned AUHS Personal Property Leases;" the "Conveyed
AUMP Real Property;" the "Conveyed AUHS Real Property;" the "AUMP Books and
Records;" the "AUHS Books and Records;" and all cash representing "Restricted Investment
Eammgsu)'Z

C. Physician Compensation Arrangements

The terms of compensation to be paid to the Applicant’s physicians will be set
forth in each physician’s employment agreement. The Applicant’s board of directors will
ensure that compensation to be paid to any particular physician is reasonable, considering
all relevant factors. The Applicant, as well as all of the other entities within the WPAHS
system, will regularly review emp loyee compensation arrangements, including arrangements
with physicians. Participants n the review will be exclusively non-employee Board
members. Those reviews will be designed to ensure that compensation arrangements are
arrived at on an arm’s length basis, are reasonable, promote efficiency, advance the
Applicant’s charitable, educational and scientific purpose, and are otherwise consistent with
applicabie requirements of the Code.

2 Schedules identifying the foregoing assets are included with Exhibit 4.
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IV. Primary and Specialty Care Site Operations

Upon the Applicant’s acquisition of a practice (including the practices that it
will succeed to through the assignments from AUMP and AUHS described above), all non-
clinical aspects of such practice thereafter will be operated by the Applicant. Thus, all
technical and nontechnical support staff required to operate the sites will be employed or
engaged by the Applicant. The Applicant will bill all patients and third party payors for
services rendered at the sites and the Applicant will negotiate managed care and other
.contracts with payors. Initially, approximately 30% of the fees generated at the Applicant’s
sites are expected to represent capitated contracts; the balance is expected to be from fee
for service arrangements. The Applicant expects that the percentage of capitated fees will
grow steadily.

Charges for Applicant’s medical services generally will be based on a
percentage of the Medicare rate or Blue Shield rate, and will be calculated by the Applicant
on a basis intended to cover its costs, to provide working capital for ongoing operations of
the Applicant, and to enable the Applicant to provide charitable services. Charges will
reflect current standards within the westerm Pennsylvania community. Physicians providing
services at the Applicant’s medical care practice sites will be required to participate in and

to accept Medicare and Medicaid patients.

WPAHS, in its capacity as the Applicant’s sole member, will conduct
negotiations with managed care entities and insurance companies on behalf of the
Applicant. (See the Applicant’s By-Laws, Article III, Section 2(A)(13).) It is this
consolidated function that is expected to enable WPAHS to offer, negotiate and accept
global fees in the marketplace for its own institutions and employed providers.

V. The Applicant’s Qualification for Section 501(c)(3) Status
In order to qualify for exemption under Section 501(c)(3) as a "charitable”

organization, the Applicant must be “organized" and "operated” exclusively for charitable

purposes. Treas. Reg. § 1.501(c)(3)-1(a). As demonstrated below, the Applicant satisfies
both tests.

A. The Applicant Satisfies the "Oreanized" Test

Pursuant to Treas. Reg. § 1.501(c)(3)-1(b), the Applicant will be regarded as
"organized exclusively" for Section 501{c)(3) purposes if its Articles of Incorporation:

(2) limit the Applicant’s purposcs to one or more Section 501(c)(3) purposes;
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(b) do not expressly empawer the Applicant to engage -- other than as an
insubstantial part of its activities -- in activities not in furtherance of its Section

501(c)(3) purposes;

(c) do nat expressly empower the Applicant to devote more than an
insubstantial part of its activities to attempting to influence legislation by propaganda
or otherwise;

(d) do not expressly empower the Applicant to directly or indirectly
participate in, or mtervene in, any palitical campaign on behalf of or in opposition
io a candidate for public office; and

(¢) do not expressly empower the Applicant to have objectives and to engage
in activities that characterize it as an "action organization" within the meaning of
Treas. Reg.§ 1.501(c)(3)-1(c)3); and

(f) require the Applicant’s assets to be distributed on dissolution for one or
more Section 501(c)(3) purposes.

All of these standards are satisfied by the provisions of Applicant’s Articles of
Incorporation (see Attachments #1 and #2), thereby assuring that Applicant is "organized™
exclusively for charitable, educational, and scientific purposes within the meaning of
Section 501(c)(3).

B. The Applicant Satisfies the "Operat " Test

Pursuant to Treasury Regulation § 1.501(c)(3)-1(c), the Applicant will be
regarded as "operated exclusively" for Section 501(c)(3) purposes ift o

(a) the Applicant engages primarily in activities in furtherance of
Section 501(c)(3) purposes;

(b) the Applicant does not permit its net eanings to "inure" to the
benefit of private shareholders or individuals; and

(c) the Applicant isnot an "action organization” (i.€., 1t does not engage
to a substantial extent in influencing legislation, and does not participate or intervene
in political campaigns).

As is described in more detail below, the Applicant will engage primarily in
charitable activities. Moreover, the Applicant’s Articles of Incorporation prohibit it from
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allowing its net eamings to inure in whole or in part to the benefit of private parties, or
from engaging in activities which would qualify it as an "action organization. Accordingly,
the Applicant is "operated exclusively" for Section 501(c)(3) purposes.

In numerous private letter rulings issued over the past few years to such
organizations as Friendly Hills Healthcare Network, Facey Medical Foundation, and
Harriman Jones Medical Foundation (referred to herein not as precedents but for their
relevant guidance on these issues), the Internal Revenue Service has approved tax-exempt
status under Section 501(c)(3) for integrated delivery systems ("IDS"). In doing so, the
Tnternal Revenue Service has identified the factors set forth below as indicia of an IDS’s
charitable operation. Like Friendly Hills, Facey and the others, the Applicant is an integral
component of a charitable integrated delivery system and possesses the indicia of charitable
organization and operation necessary for Section 501(c)(3) status. Further guidance was
provided in the Continuing Professional Education Textbook for Fiscal 2000 in regard to
the community board and conflicts of interest policy requirements for an IDS.

‘ 1.  An IDS’s acquisition of phvsician assets must be at or below fair market
value, based upon independent appraisals, and with arm’s length negotiations. As discussed
above, most of the Applicant’s physician assets have been acquired from other Section
501(c)(3) organizations pursuant to the Settlement Agreement, which was approved by the
U.S. bankruptcy court for the Western District of Pennsylvania. The Applicant’s purchase
of physician practices will be based upon a detailed evaluation and appraisal of the tangible
assets. If intangible assets are purchased, the practice’s business enterprise value will be
carefully valued. Final decisions as to purchase price will be the result of often extensive
negotiations, 2ll conducted at arm’s length and with commercially reasonable terms.

2. Physician compensation paiJ by an IDS must be reasonable, must be the
result of armn’s length negotiations, and must reflect competitive rates for services rendered.
Physicians will be employed and compensated pursuant to employment agreements that will
provide for a Base Salary and incentive compensation. The Base Salary will be based upon
historical levels of income generated by each practice. Incentive compensation will be
capped so that it cannot exceed a reasonable amount for services rendered and generally
will be a percentage of the fees generated by that physician in excess of an identified
historical benchmark.

3. The majority of an IDS's Beard must consist of members independent of
the IDS. The Applicant’s By-Laws express!: provide that at all times no more than ten
percent of the members of its Board of Directors may be full-time employees of the
Applicant or WPAHS. (See By-Laws, Article 1V, Section 2.}
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4. TheIDS must adopt and operate under a conflicts of interest policy. The
Applicant’s By-Laws expressly provide that its Board of Directors will adopt a conflicts of
interest policy. (See By-Laws, Article IV, Section 9.) A copy of the policy, which follows
the form set forth by the Internal Revenue Sen :ce in the Continuing Professional Education
Text for the September 30, 2000 fiscal year, is attached as Attachment #7.

5. The IDS must accept patients without regard to ability to pay. including
Medicare and Medicaid patients. The WPAHS hospitals participate in Medicare and
Medicaid and virtually all other major third party payment programs, as will all of the
Applicant’s sites and the physicians employed to render services there. Uncompensated

care and/or healthcare services at reduced cost also will be provided by the Applicant.

6. A hospital associated with the IDS must maintain an open medical staff,
provide emergency care without regard to ability to pay, and must accept Medicare and
Medicaid patients. The WPAHS hospitals each operate full-time emergency depariments
open to the general public, which accept all patients without regard to their ability to pay.
Several of the hospitals are located in the heart of downtown or other inner-city locations
within Pittsburgh which includes a relatively high percentage of low and moderate-income
individuals. The WPAHS hospitals thus provide substantial volumes of uncompensated
care and other community services.

The WPAHS hospitals also all generally maintain open medical staffs, accept
qualified practitioners located in the communities served by the various hospitals and the
Applicant, in order to make the system’s ser ices - inpatient and outpatient - as readily
. accessible to the community as possible. AGH generally has an open medical staff, but has
a medical staff development plan covering certain specialty practices that, consistent with
applicable law, limits the number of staff in such areas.

As indicated above, the WPAHS hospitals also accept Medicare and Medicaid
patients, and provide emergency care without regard to ability to pay.

7 IDS physicians cannot be recuired to refer patients to a particular hospital
(except as required by managed care arrangemicnts). Physicians at the Applicant’s sites will

not be required to refer patients to any particular hospital, nor will they be forbidden to
maintain privileges at other hospitals.

g. An 1DS’s fees must not be sat by physicians or by committees controlled
by physicians but by the organization itself, arproved by the IDS’s Board of Directors. As
noted above, the Applicant’s fees will be nceotiated by WPAHS, which is not controlled
by physicians.

9

WPAHS-002277



Allegheny Medical Practice Network
EIN: 25-1838457

9. The IDS must provide significant programs of clinical research and
medical education programs. As part of . large academic health care system, the
Applicant’s many community-based practice sites will provide new and expanded
opportunities for clinical research in a variciy of settings, as well as enriched medical
education opportunities for students, the physicians, and the communities served by the
system. The addition of a range of primary practice sites to the WPAHS system, through
the Applicant, is particularly beneficial in expanding opportunities for medical students,
residents and students in other health profession programs. To be exposed broadly during
their training to primary care practice and to the challenges of coordinating a spectrum of
care for individual patients is particularly sivnificant to students in view of the current
national emphasis on encouraging more yourg physicians to select primary care as their
professional specialty.

In addition to the indicia of exemption listed above and relied upon by the
Service in finding such IDS’s as Friendly Hills and Facey entitled to Section 501(c)3)
status, the Applicant has additional factors not present in those cases.

10. The Apolicant’s physicians will be employees. All physicians who
perform services at Applicant’s primary and specialty care medical sites will be employees
of the Applicant.

11. Physicians will not be kev insiders to whom control is shifted. The
physicians whose practices are acquired by the Applicant will not be chosen because of any
prior status in or with the WPAHS system. They will not be officers or influential
physicians already on the medical staff of the hospitals for whom the acquisition of their
practices is a benefit in return for their past or future loyalty and influence. Rather, the
physicians will be practitioners in key locasions throughout the western Pennsylvania
Community.

12. The Applicant’s primary and specialty care sites represent a bona fide
network of practice locations. Finally, the Applicant will have the practices of numerous
physicians. Sheer volume alone is evidence thal the acquisitions are part of a bona fide plan
by the Applicant to build 2 new and integratc:l delivery system through the creation of a
broad network of practice locations to enhance the charitable and educational mission of
the WPAHS system and to enhance services for the communities served by the system and
its faciliics. The acquisitions are not acts of private benefit for key physicians or other

private individuals.

In sum, the Applicant is organized and operated as a charitable organization
within the meaning of Section 501(c)(3). Its charitable purpose is to provide and promote
health care to the community, and to enhance medical education, and it achieves its

10
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charitable purpose by providing at jts many Trimary and specialty care practice locations
in western Pennsylvania, high quality affordable community-based medical services for the
penefit of the residents of those communities and the regions, and by maintaining and
ensuring the continued availability of such services to the communities.

By reason of its organizational documents and its operations, the Applicant
satisfies all organizational and operational standards 1o qualify as a "charitable™

organization, and qualifies as an organization described in Section 501(¢)(3).

11
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SETTLEMENT AGREEMENT

BY AND AMONG
ALLEGHENY GENERAL HOSPITAL
ALLEGHENY UNIVERSITY MEDICAL CENTERS
ALLEGHENY UNIVERSITY HOSPITALS-WEST
ALLEGHENY SINGER RESEARCH INSTITUTE
WILLIAM J. SCHARFFENBERGER, AS TRUSTEE
OF THE BANKRUPTCY ESTATE OF
ALLEGHENY HEALTH, EDUCATION AND RESEARCH FOUNDATION,
' ALLEGHENY. HOSPITALS - EAST, as Debtor-In-Possession..
ALLEGHENY HOSPITALS - CENTENNIAL, as Debtor-In-Possession
ALLEGHENY UNIVERSITY MEDICAL PRACTICES, as Debtor-In-Possession
ALLEGHENY UNIVERSITY OF THE HEALTH SCIENCES, as Debtor-In-Possession
THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS
OF CERTAIN OF THE FOREGOING

AND

THE HEALTHCARE ALLIANCE FOR WESTERN PENNSYLVANIA, INC.

Dated as of June 30, 1999

0084T701000/227321.10
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SETTLEMENT AGREEMENT

This Settlement Agreement ("Settlement Agresment”) is made and entered into as of this
30th day of June, 1999, by and among Allegheny General Hospital, a Pennsylvania non-profit
corporation ("AGH"), Aliegheny University Medical Centers, a Pennsylvania non-profit
corporation ("AUMC"), Allegheny University Hospitals-West, a Pennsylvania non-profit
corporation ("AUH-West"), Allegheny Singer Research Institute, a Pernnsylvania non-profit
corporation ("ASRI"), William J. Scharffenberger (the "Trustee™), as trastee for the bankruptcy
estate of Allegheny Health, Education and Research Foundation ("AHERF"), Allegheny
Hospitals-East, a Pennsylvania non-profit corporation ("AH-East"), as debtor-in-possession,
Allegheny Hospitals, Centennial, a Pennsylvania non-profit corporation ("Centennial®), as
debtor-in-possession, Allegheny University Medical Practices ("AUMP"), as debtor-in-
possession, Allegheny University of the Health Science ("AUHS"), as debtor-in-possession, and
the Official Committee of Unsecured Creditors of AHERF, AH-East, Centennial, AUMP and
AUHS, on the one hand, and The Healthcare Alliance for Western Pennsylvania, Inc., a
Pennsylvania non-profit corporation (the *Governing Entity").

WITNESSETH

WHEREAS, the Governing Entity is entering into an Affiliation Agreement (the
= Affiliation Agreement"), dated the date of this Settlement Agreement, by and among AGH,
AUMC, AUH-West, AUMC-Canonsburg and ASRI (AGH, AUMC, AUMC-Canonsburg and
ASRI collectively, the "Allegheny Entities"), on the one hand, and the Governing Entity, on the
other hand;

WHEREAS, AHERF is the sole member of each of the Allegheny Entities (with the
exception of AUMC-Canonsburg, the sole member of which is AUMC);

WHEREAS, each of AHERF, AUMP and AUHS has title to certain assets and is a party
to certain contracts and agreements that are essential to the continued orderly and businesslike
operation of the business of the Alleghemy Entities; -

WHEREAS, AHERF, its affiliates and its and their creditors have alleged that certain
claims can be asserted against the Allegheny Entities;

WHEREAS, the Allegheny Entities have alleged that they have certain claims against
AHERF and its affiliates;

WHEREAS, the parties hereto wish to settle the claims described herein on the terms and
conditions set forth in this Agreement;

WHEREAS, the Allegheny Entities and the Governing Entity would not enter into the
Affiliation Agreement if this Settlemént Agreement were not executed and delivered by the
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parties hereto simultaneously therewith, and it is a condition to the obligations of the Allegheny
EnﬁﬁesandtheGovcmingE.nﬁtyattheclosingofthetramacﬁonscontcmplatedbythe
Affiliation Agreement that the transactions contemplated by this Settlement Agreement take place
simultaneously with the closing of the transactions contemplated by the Affiliation Agreement;
and

WHEREAS, the parties intend that this Agreement, the PBGC Agreement (as defined
herein), the Transition Services Agreement (as defined herein), the Physician Entity Management
and License Agreement (as defined herein) and the stipulation and releases contemplated herein
be treated as a single integrated transaction and are in effect a single transaction; .

NOW, THEREFORE, for and in consideration of the mumal covenants contained herein,
and intending to be legally bound hereby, the parties agree as follows.

1. DEFINITIONS AND REFERENCES

11  Definjtions and References. In addition to the terms defined elsewhere in this
Agreement, as used in this Agreement the following terms have the meanings given:

Accreditation Bodies: .any Government Authority, or private non-profit-organization, that
reviews and, based thereon, licenses or accredits hospitals or other health care facilities,
including without limitation the Department of Health of the Commonwealth of Pennsylvania,
the Joint Commission on Accreditation of Healthcare Organizations and the American Council
on Graduate Medical Education;

Affiliate: any Person that, directly or indirectly through one or more intermediaries,
controls, is controlled by, or is under common control with another Person, where "control”
includes the power to direct or cause the direction of the management and policies of a Person,
whether through the ownership of securities, the possession of membership authority, election
or appointment of directors, by contract of otherwise;

Affjliation Agresment: the Affiliation Agreement, dated as of the date hereof, by and
among the Allegheny Entities and the Goveming' Entity, in the form of Exhibit 7.5 hereto;

Agreement: this Settlement Agreement and all Exhibits and Schedules attached hereto,
as amended, consolidated, supplemented, novated or replaced by the parties from time to time;

AGH: Allegheny General Hospital, a Pennsylvania pon-profit corporation;
AH-East: Allegheny Hospitals-East, a Pennsylvania non-profit corporation;

AH-East Estate: the bankruptcy estate of AH-East in Case No. 98-25776-MBM filed in
the U.S. Bankruptcy Court for the Western District of Pennsylvania;
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AHERF: Allegheny Health, Education and Research Foundation, 2 Pennsylvania non-

profit corporation;

AHERF Estate: the bankruptcy estate of AHERF in Case No. 98-25T73-MBM filed in

the Bankruptcy Court;

AHSPIC: Allegheny Heaithcare Services Providers Insurance Company, a Cayman

Islands company;

Allegheny Entities: AGH, AUMC, AUMC-Canonsburg and ASRI;

Allegheny Entities Businesses: all businesses owned, leased, managed or otherwise
operated or conducted by the Allegheny Entities, together with the Transferred Assets

Businesses, taken as a whole;

AMPN: Allegheny Medical Practice Network, 2 Pennsylvania non-profit corporation of
which the Governing Entity is the sole member;

Arbiter: such independent certified public accounting firm as shall be designated by

mutual agreement of the Governing Entity Accountant and the Estates Accountant by notice
_given to-the Governing- Entity and the Trustee-(provided that,-if within five {5) days after the
date on which an Arbiter is required to be appointed by the terms hereof, the Governing Entity

Accountant and the Trustee Accountant shall

have failed to agree upon the identity of the

Arbiter, then the Arbiter shall be that independent certified public accounting firm that is not
otherwise engaged with respect to any aspect of the bankruptcy cases of the Estates and that is
selected by the Bankruptcy Court from one or more candidates designated by the Governing

Entity or the Trustee);

Articles: Articles of this Agreement;

ASPN: Allegheny Specialty Practice Network, a Pennsylvania non-profit corporation of
which the Governing Entity is the sole member;

ASRI: Allegheny Singer Research Institute, a Penmsylvania non-profit corporation;

Assets: all assets, real, personal and mixed, tangible and intangible;

Assigned AHERF Agrecments: the Contracts listed on Schedule 3.7 and the Contracts
listed on Schedule 3.10(e);

Assigned AHERF Equipment: those items, of owned personal property listed on
Schedule 3.3(a);
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Assisned AHERF Personal Property Leases: those leases of personal property listed on
Schedule 3.3(a)(A);

Assigned AHERF Real Property Leases: those leases of real property listed on Schedule
3.5(a)(A);
Assigned AUHS Apreements: the Contracts listed on Schedule 3.9 and

Schedule 3.10(f);

Balance Sheet Agsets: those assets of AUHS and/or AUMP that
would be reflected on a balance sheet of AUHS or AUMP prepared in accordance with GAAP
as of the Closing Date, including without limitation the Assigned AUHS Equipment, the
Assigned AUMP Equipment, the AUHS Pharmacological and Supplies Inventory, the AUMP
Pharmacological and Supplies lnventory, the Conveyed AUMP Real Property, the Practice
Accounts Receivable, Restricted Investments and the Restricted Investment Earnings, but
excluding (x) cash other than cash representing Restricted Investments and Restricted Investment
Farnings and (y) any amount or account receivable from AHERF, the AHERF Estate, AH-East,
the AH-East Estate, Centennial, the Centennial Estate, AUH-West, or any Affiliate of any entity
named in this clause (y) regardiess of when accrued;

. Assigned AUHS Equipment:- those items of owned personal property listed on Schedule

3.3(c);
Assigned AUHS Personal Property Leases: those leases of personal property listed on
Schedule 3.3(c)(A);

Assigned AUHS Physician Agreements: those employment agreements with physicians
employed by AUHS listed on Schedule 3.10(b){A);

Assigned AUHS Real Property Leases: those leases of rcal property listed on
Schedule 3.5(c)(A);

Assigned AUMP _Agreements: the Contracts listed on Schedule 3.9 and
Schedule 3.10(g);

Assigned AUMP Equipment: those items of owned personal property listed on Schedule

3.3(b);
Assigned AUMP Personal Property Leases: those leases of personal property listed on
Schedule 3.3(b)(A);

Assigned AUMP Physician Agreements: those employment agreements between AUMP
and physicians listed on Schedule 3.10(a)(A);

0084T7101000/2Z7321.10 4

WPAHS-002291



Assigned AUMP Real Properiy Leases: those leases of real property listed on Schedule
3.5()(A);

Assigned Contracts: the Assigned AHERF Agreements, the Assigned AHERF Real
Property Leases, the Assigned AHERF Personal Property Leases, the Assigned AUHS Physician
Agreements, the Assigned AUHS Agreements, the Assigned AUHS Real Property Leases, the
Assigned AUHS Personal Property Leases, the Assigned AUMP Physician Agreements, the
Assigned AUMP Agreements, the Assigned AUMP Real Property Leases, and the Assigned
~ AUMP Personal Property Leases;

sumed Balance Sheet Liabilities: defined in Section 2.9(b);
Assumed Contract Liabilities: defined in Section 2.9(c);
Assumed Liabilities: defined in Section 2.9(a);

AUH-West:  Allegheny University Hospitals-West, a Pennsylvania non-profit-
corporation;

AUHS: Allegheny University of the Health Sciences, a Pennsylvania non-profit
.. corporation; L

AUHS Books and Records: all financial and other books, records, books of account and
files of AUHS of every kind and nature other than tax returns, mimute books and other books
and records relating to corporate existence or governance,

AUHS Estate: the bankruptcy estate of AUHS in Case No. 98-25777-MBM filed in the
Bankruptcy Court;

AUHS Pharmacological and Supplies Inventory: all of the inventory of dmugs and
pharmacological products, and of medical and office supplies, owned or held as of the Closing
Date by AUHS at any of the sites covered by the Assigned AUHS Real Property Leases or at
sites leased by AGH for practices conducted by physicians who are parties to Assigned AUHS
Physician Agreements; ——. .- .

AUHS/AUMP Balance Sheet: the unaudited balance sheets of AUHS and AUMP as of
March 31, 1999, in a form mutually agreed upon and to be attached hereto as Schedule 3.12
prior to the Closing;

AUMC: Allegheny University Medical Centers, a Pennsylvania non-profit corporation;

AUMC-Canonsburg: AUMC-Canonsburg, a Pennsylvania non-profit corporation, the
sole corporate member of which is AUMC;
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AUMP: Allegheny University Medical Practices, a Pennsylvania non-profit corporation;

AUMP Books and Records: all financial and other books, records, books of account and
files of AUHS of every kind and nature other than tax retrns, minute books and other books
and records relating to corporate existence or governance;

AUMP Estate: the bankruptcy estate of AUMP in Case No. 98-25774-MBM filed in the
Bankniptcy Court;

AUMP _Pharmacological and Supplies Inventory: all of the inventory of drugs and
pharmacological products, and of medical and office supplies, owned or held as of the Closing
Date by AUMP at any of the sites covered by the Assigned AUMP Real Property Leases or at
sites leased by AGH for practices conducted by physicians who are parties 10 Assigned AUMP
Physician Agreements;

Bankyuptcy Code: Title 11, United States Code;
Bankruptcy Court: the U.S. Bankruptcy Court for the Western District of Pennsylvania;

Centennial: Allegheny Hospitals, Centennial;
‘ w'Cengm;i-al— Esfate: the bankruptcy estate of Centennial in Case No. 08-25775-MBM filed
in the Bankruptcy Court;

Closing: defined in Section 8.1;

Cloging Date: the date on or as of which the Closing occurs;
Code: the Internal Revenue Code of 1986, as amended;

Confirmed Endowments: the Endowments listed on Schedule 3.18;

Contracts: all commitments, contracts, leases, licenses, agreements and understandings,
written or oral, relating to the Transferred Assets or the operation of the Transferred Assets
Businesses, or which formerly related to the Transferred Assets Businesses but have been
rejected, to which amy Transferring Party is or was a party or by which it or any of the
Transferred Assets are or were bound, including agreements with payers, physicians and other
providers, agreements with health maintenance organizations, independent practice associations,
preferred provider organizations and other managed care plans and alternative delivery systems,
Grant Agreements, joint venture and partnership agreements, management, employment,
retention and severance agreements, vendor agreements, real and personal property leases and
schedules, maintenance agreements and schedules, and agreements with municipalities and labor

organizations;
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Controlled Group: with respect to any Transferring Party, a group consisting of each
trade or business (whether or not incorporated) which, together with such Transferring Party,
would be deemed a "single employer” within the meaning of section 4001(b)(1) of ERISA or
subsections (b), (c), (m) or (0) of Section 414 of the Code;

Conveyed AUMP Real Property: those parcels of real property fee title to which is
owned by AUMP and which fee title is being conveyed pursuant to Section 2.3, a metes and
bounds description of which is contained in Schedule 3.5(0);

Covered Rejected Agreements: defined in Section 58,

Credentialling Date: the date as of which the Governing Entity gives notice to the
Transferring Parties that the assignment of the Assigned AUHS Physician Agreements and the
Assigned AUMP Physician Agreements shall be effective, provided that such notice shall be
given on or prior to ninety days after the Closing Date;

Cure Costs: the liabilities of the Transferring Parties, or any of them, under the
Assigned Contracts that are required by the Bankruptcy Code to be paid to effect the assignment
and assumption of such Assigned Contracts;

.. Deposit Escrow Agreement: the escrow agreement, dated as of the date hereof, by and
between the Governing Entity, the Trustee and the Escrow Agent, providing for the maintenance
and the disposition of the Deposit Escrow Amount in accordance with the terms and conditions
hereof:

Deposit Escrow Amount: an amount in cash or immediately available funds equal to
$1,000,000;

Employee Benefit Plan: any (1) nonqualified deferred compensation or retirement plan
or arrangement which is an Employee Pension Benefit Plan, (2} qualified defined contribution
retirement plan or arrangement which is an Employee Pension Benefit Plan (including any
Multiemployer Plan), (3) qualified defined benefit retirement plan or arrangement which is an
Employee Pension Benefit Plan (including any Multiemployer Plan), or (4) Employee Welfare
Benefit Plan or material fringe benefit plan or program that any Transferring Party or anmy
member of the Controlled Group that includes any Transferring Party has been a sponsor of or
party to, maintains or to which it contributes (including employee elective deferrals), or is
required to contribute;

Fmployee Pension Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(2);
Employee Welfare Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(1);
Encumbrances: liabilities, levies, claims, charges, assessments, mortgages, security

interests, liens, pledges, conditional sales agreements, title retention contracts, leases, subleases,
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rights of first refusal, options to purchase, restrictions and other encumborances, and agreements
or commitments to create or suffer any of the foregoing, other than scuch of the foregoing as
arise by the express terms of an Assigned Contract;

Endowmnent and Grant Accounts: specially created escrow accounts to be administered
by the Governing Entity in accordance with the terms and conditions of the Endowment and
Grant Restrictions and applicable Legal Requirements;

Endowment and Grant Restrictions: the terms and conditi ons of the underlying
Endowments, Grants and Grant Agreements and any Legal Requircmerats associated therewith;

Endowments: any and all cash or cash equivalents or other property of any kind,
together with the proceeds thereof, that has been contributed or has been committed to be
contributed to or for the benefit of the Allegheny Entities or AUHS for =any purpose whatsoever
pursuant to Endowment and Grant Restrictions, including such of the fomregoing as to which any
interest may have been transferred to AHERF, or which have been recorsded on the books of any
of the Transferring Entities or to which amy of the Transferring Enti ties may have legal or
equitable title or a beneficial interest;

Environmenta] Claim: any notice by a Person alleging poteomtial kiability (including
potential liability for investigatory costs, cleanup costs, Governmental A-uthority. response costs,
natural resource damages, property damages, personal injuries, or pe=nalties) arising out of,
based on or resulting from (1) the presence, or release into the enviromment, of any Materials
of Environmental Concern at any location, whether or not owned by the Transferring Parties,
or (2) circumstances forming the basis of any violation, or allegzed violation, of any
Environmental Laws;

Environmental Laws: any and all Legal Requirements relating tow pollutien or protection
of hurnan health or the environment (including ground water, land surface or subsurface strata),
including Legal Requirements relating to emissions, discharges, release=s or threatened releases
of Materials of Environmental Concern, or otherwise relating to the msanufacture, processing,
distribution, use, treatment, storage, disposal, transport, recycling, re-porting or handling of

Materials of Environmental Concern;
ERISA: the Employee Retirement Income Security Act of 1974, as amended;
Escrow Agent: Kalkines, Arky, Zall & Bemnstein LLP, as escrcow agent;

Estates: the AHERF Estate, the AUMP Estate, the AH-Fast Estatee, the Centennial Estate
and the AUHS Estate (individually or collectively as the context requiress);

Estates Accountant: Deloitte & Touche LLP or such indepe=ndent certified public
accounting firm &s may be designated by the Trustee by notice given to= the Governing Entity;
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Final Unsecured Claim Percentage: with respect to each of the AUHS Estate and the
AUMP Estate, that percentage of cach doliar of unsecured claims that an unsecured claimant is
entitied to receive upon final distribution of the proceeds of such Estate as reflected in a plan
of liquidation or reorganization that has been confirmed by the Bankruptcy Court or as a result
of a distribution in a Chapter 7 case, which percentage shall be determined without taking into
consideration the payments to be made by the Governing Entity under Section 5.9,

GAAP: generally accepted accounting principles, consistently applied;
Gateway: Gateway Health Plan, L.P., a Pennsylvania limited partnership;

Governing_Entity: The Healthcare Alliance for Western Pennsylvania, Inc., a
Pennsylvania non-profit corporation;

Governing Entity Physician Organization: AMPN and ASPN, jointly and severally;

Goveming Entity Accountant: Arthur Andersen LLP or such other independent certified
public accounting firm as may be designated by ihe Governing Entity by notice given to the
Trustee; '

_ Government Reimbursement Programs: ._federal and. state Medicare, Medicaid and -
CHAMPUS programs, and similar or successor programs with or for the benefit of
Governmental Authorities;

Governmental Aughorities: all agencies, authorities, bodies, boards, commissions, courts,
instrumentalities, legislatures and offices of any nature whatsoever of any federal, state, county,
district, municipal, city, foreign or otber government or guasi-government unit or political
subdivision, and private arbitration panels or dispute resolution makers;

Grant Agreement: a contract with a Grant Provider, the terms and conditions of which
govern the funding of specific activities, including research and education, for the use by or
benefit of one or more of the Allegheny Entities, AUHS, AUMP or AHERF,

Grant Provider: any Governmental Authority, private non-profit organization or trust,
or other Person providing Grants to AUHS for the use by or benefit of one or more of the
Aliegheny Entities, AUHS or AUMP for the conduct of research, education or other non-profit
or charitable activities;

Grants: any and all grants, honoraria, prizes, research grants, sponsored projects,
payments for clinical trials and any other funds or property of any kind that have been awarded
or otherwise committed to AUHS, AUMP or AHERF to be used by the Allegheny Entities for
a defined project, research area or other specified purpose;

Hill-Burton Act: the Public Health Service Act, 42 U.S.C. Section 291, ef seq.;
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Highmark: Highmark Inc., d/b/a Highmark Blue Cross Blue Shield, a Pennsylvania
nonprofit corporation;

HSR Act: the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended;

Immaterjal Contracts: any Contract that (i) requires the future payment by any
Transferring Party of cumulative value of $20,000 or less or the future performance by any
Transferring Party of services having a cumulative value of $20,000 or less, or (ii) requires the
fumre payment by any Transferring Party of cumulative value of $50,000 or less, or the future
performance by any Transferring Party of services having a cumulative value of $50,000, and
that is terminable by the respective Transferring Party at any time, without cause and without
liability for amy termipation fee or other similar charge, on the part of the respective
Transferring Party upon notice of ninety (90) days or less;

IRS: Internal Revenue Service;

Indebtedness;: any and all indebtedness, obligations or liabilities of any Transferring
Party for or in respect of: (i) borrowed money, (ii) amounts raised under or liabilities in respect
of any note purchase or acceptance credit facility, (iii) reimbursement obligations under any
letter of credit, currency swap agreement, interest rate swap, cap, collar or floor agreement or
other interest rate management device, (iv) any other transaction (including forward sale or
" purchiase agreeriiénit, capitaliZed leases and conditionial sales agréements) having the commercial
effect of a borrowing of money entered into by any Transferring Party to finance its operations
or capital requirements (but not including trade payables and accrued expenses incurred in the
ordinary course of business which are not represented by a promissory note or other evidence
of indebtedness); or (v) the obligations of amy third party pursuant to a guaranty, surety
relationship, contractual indemnity or otherwise;

Intellectual Properties: the marks, names, trademarks and service marks used in the
Transferred Assets Businesses other than the names AUHS and AUMP, and patents, patent
right, assumed names, logos, copyrights, trade secrets and similar intangibles (including variants
thereof and applications therefor) used in the Transferred Assets Businesses and listed on
Schedule 3.7;

Legal Requirements: with respect to any Person, all statutes, laws (including common
law), ordinances, by-laws, codes, rules, regulations, restrictions, orders, judgments, writs,
injunctions, decrees, permits, concessions, grants, franchises, licenses, determinations or awards
of any Governmental Authority having jurisdiction over such Person or any of such Person’s
assets or businesses;

Letter of Intent: the letter of intent, dated March 1, 1999, by and among the Governing

Entity, the Allegheny Entities, AUH-West, the Trustee as trustee of the AHERF Estate, AUMP,
AUHS, the AUH-East Estate and the Centennial Estate;

Materials of Environmental Concem: any hazardous or toxic material, substance, or
product or any pollutant or contaminant, whether or not defined as such under any
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Environmental Law, including without limitation, any asbestos containing material; petroleum
product, derivative, compound or mixture; polychiorinated biphenyls; radioactive material;
lead-containing products; and any other substance which is prohibited by applicable law, which
may require removal, remediation, and/or encapsulation by applicable law, or which may require
a permit or special handling in its use, collection, storage, treatment or disposal;

Multiemployer Plan: defined in ERISA section 3(37) or section 4001(a)(3);

Non-Governmental Payor Programs: third party payor agrecments and payment and
reimbursement programs with a commercial insurer, managed care organization or health
benefits plan, including without limitation such agreements and programs with Highmark Blue
Cross Blue Shield, HealthAmerica or Aetna U.S. Healthcare, and any direct employer
agreements or programs for the payment of the costs of medical services rendered to employees
of a given employer, including without limitation the workers' compensation program for
employees of the City of Pittsburgh;

Other Plan: any Contract, program or arrangement which provides cash or non-cash
benefits or perquisites to current or former employees of any Transferring Party that any
Allegheny Entity or any member of the Controlled Group that includes any Allegheny Entity has
been a sponsor of or party to, maintains or to which it contributes (including employee elective

..... deferrals), or is required to contribute, but which is not an Employee Benefit Plan;
Party: any party to this Agreement, its successors and assigns;
PBGC: the Pension Benefit Guaranty Corporation;

PBGC Agreement: the Agreement by and among the PBGC, the Governing Entity, the
Allegheny Entities, AUH-West, the Trustee, and the Estates with respect to the RAP Plan in the
form of Exhibit 5.15 (it being understood that, if such agreement is not executed as of the date
hereof, it will be attached hereto as Exhibit 5.15 when executed and prior to the Closing);

Permitted Fncumbrances: the Permitted Personal Property Encumbrances and the
Permitted Real Property Encumbrances. '

‘Permitted P ersonal Prg@ ]_F.nc{xmbn;;ces: Encumbrances securiné A;ssumed Liabilities
that do not interfere with the use of the subject personal property in any material way, inchuding
liens for taxes not yet due and payable;

Permitted Real Property Encumbrances: (i) liens for taxes not yet due and payable and
installments of special assessments not yet delinquent, and (ii) with respect to a given parcel of

Conveyed AUMP Real Property such recorded easements, covenants, and other restrictions, and
utility easements, building restrictions, zoning restrictions and other easements and restrictions
as are reflected on a title search with respect to such parcel of Conveyed AUMP Real Property
obtained by the Governing Entity;
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Person: any individual, company, body corporate, association, parmership, limited
Jiability company, firm, joint venture, trust, trustee or Governmental Awuthority;

Physician Entity Management and License Agreements: the méaning ascribed to such
term in Section 6.11;

Practice Accounts Receivable: all current and deferred accounts and other amounts
receivable as of the Closing Date by or in respect of services rendered or billable by AUMP
and/or AUHS and/or physicians or other professionals employed by AUMP or AUHS or who
have assigned to AUMP or AUHS the right to collect fees for professional services rendered by
such physicians or other professionals, and arising out of the conduct of the Transferred Assets
Businesses, whether or not invoices in respect of such services have been rendered as of the
Closing Date;

RAP Plan: the Retirement Account Plan for Employees of Allegheny Health, Education
and Research Foundation for certain employees of AHERF or Affiliates thereof;

Real Property: ali real property owned or leased, together with all buildings,
improvements and fixtures thereon and all appurtenances and rights thereto;

Rejected AUHS Physician Agreements: . those employment agreements with physicians
employed or whose practice is located in Western Pennsylvania listed on Schedule 3.10(b)(R),

each of which has been or will be rejected by the AUHS Estate;

Rejected AUHS leases: those leases of personal property located in Western
Pennsylvania listed on Schedule 3.3(c)(R), and those leases of real property located in Western
Pennsylvania listed on Schedule 3.5(c)(R), each of which has been or will be rejected by the
AUHS Estate;

Rejected AUMP Physician Agreements: those employment agreements with physicians
whose practice is located in Western Pennsylvania listed on Schedule 3.10(a)(R), each of which
has been or will be rejected by the AUMP Estate;

Rejected AUMP Leases: those lease of personal property located in Western
Pennsylvania listed on Schedule 3.3(b)(R), and those leases of real property located in Western
Pennsylvania listed on Schedule 3.5()(R), each of which has been or will be rejected by the
AUMP Estate;

Research Grants: all research grants in respect of which AUHS or AHERF is named as
the grantee party;

Restricted Assets: all Restricted Cash, Endowments and Grants;

Restricted Cash: all cash and cash equivalents that are subject to Endowment and Grant
Restrictions;
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Restricted Investment Earnings: interest and earnings earned or accrued on or with
respect to the Restricted Investments; .

Restricted Investments: the temporarily restricted investments and permanently restricted
investments of AUHS and AUMP as of March 31, 1999, and that as of the Closing Date bhave
pot been applied to the payment of amounts that would otherwise constitute Assumed Balance
Sheet Liabilities;

Retained Liabilities: the meaning ascribed to such term in Section 2.10;
Sections: sections of the Agreement;

Tax: any federal, state, local foreign or other income ({net or gross), unrelated business
income, gross receipts, license, payroll, employment, excise, severance, Stamp, occupation,
privilege, premium, windfall profits, environmental (including taxes under Code Sec. 59A),
customs duties, capital, capital stock, franchise, profits, withholding, social security,
unemployment, disability, real property, personal property, intangible, stamp, sales, use,
services, ad valorem, transfer, registration, unclaimed property, value added, alternative or add-
on minimum, estimated or other tax, assessment, charge, levy or fee of any kind whatsoever,
including payments or services in lieu of Taxes, interest or penalties on and additions to all of

--the-foregoing, -which are-due or alleged-'m'be-due"to-any'Govenmentaj"Authority; whether -
disputed or not;

Tax Return: any rewmrn, declaration, report, claim for refund, information return or
statement, including schedules and attachments thereto and amendments, relating to taxes;

Transferred Assets: the tangible and intangible assets constituting or utilized in
connection with the Transferred Assets Businesses that are to be assigned, set over and conveyed
by the Transferring Parties at the Closing pursuant to Article 2 of this Agreement;

Transferred Assets Businesses: the businesses carried on by AUMP and/or AUHS in
Western Pennsylvania (as the coptext requires), as the same may have been modified through
the rejection or planned rejection (in accordance with the representations and warranties reflected
in Article 3 or in accordance with Section 5.8) of executory contracts by the AUMP Estate or
the AUHS Estate;

Transferred Endowments: any Endowments that were intended to be for the use or
benefit of one or more of the Allegheny Entities and the interest of the Allegheny Entities in
which was transferred to AHERF pursuant o that certain Order of the Orphan's Court, dated
June 30, 1988, or that are otherwise recorded in the name of or carried on the books of AHERF
or any Affiliate of AHERF other than AGH, AUMC, AUMC - Canonsburg and ASRI;
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Trznsferred Grapts: any Grants, and any applications for Gramts or Grants in
pegotiation, together with the associated rights and the post-petition liabilities under the
corresponding grant agreements, in each case as listed on Schednle 3.10(c);

Transferring Parties: AHERF, AUMP and AUHS, including their respective Estates,
individually or collectively as the context may require;

Transition Services Agreement: the meaning ascribed to such term in Section 6.12;
Trustee: William Scharffenberger as trustee of the AHERF Estate;

Unrestricted Cash: all cash and cash equivalents, including unrestricted short-term
investments, other than Restricted Cash;

Unsecured_Creditors Committee: the Official Committee of Unsecured Creditors of
AHERF, AUMP, Centennial, AH-East and AUHS;

VHA Membership: the membership interest of AHERF in the Voluntary Hospital
Association;

West Penn;- The Western Penpsylvania Healthcare System, Inc.-a-Pennsylvania non-
profit corporation.

1.2  Cenain References. As used in this Agreement, and unless the context requires
otherwise: ‘

(a) references to "include” or "including” mean including without limitation;

(b) references to "partners” include gemeral and limited partners of
parmerships and members of limited liability companies;

(c) references to "partnerships” include general and limited partnerships, joint
ventures and limited liability companies;

(@  references to "hereof”, "herein” and derivative or similar words refer to
this Agreement;

(e) references to any document are references to that document as amended,
consolidated, supplemented, novated or replaced by the parties thereto from time to time;

) references to any law are references to that law as amended, consolidated,
supplemented or replaced from ime to time and ail rules and regulations promulgated
thereunder;

(g)  references io time are references to Pittsburgh, Pennsylvania time;
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(h) references in this Agreement to the "knowledge® of the Transferring
Parties or variants thereof mean the actual knowledge, without investigmation, of Patrick Hurst,
Charles Morrison, Lzonard Lobiando or William Scharffenberger;

(i the gender of all words includes the masculine, feeminine and neuter, and
the number of all words includes the singular and plural; and

()  the divisions of this Agreement into articles, secti_ons and subsections and
the use of captions and headings in connection therewith are solely for convenience and shall
have no legal effect in construing the provisions of this Agreement.

2. CLOSING TRANSACTIONS

2.1  Conveyances by the AHERF Estate. Subject to the termss and conditions hereof,
at the Closing AHERF, pursuant to an order of the Bankrupicy Coust and on behalf of the
AHERF Estate, shall:

) assign, set over, transfer and convey to AGH or AUMC or as otherwise
directed by the Governing Entity, in each case free and cleamr of liens, claims and
Encumbrances -other than Permitted Personal Property Encumbrzances;-by a bill of sale,
instrument of assignment or other similar instruments executed by AHERF that are
reasonably satisfactory to the Governing Entity, AHERF, the Trastee and the Unsecured
Creditors Committee, all of the right, title and interest of AHERF in and to:

(A) the Assigned AHERF Agreements;
(B) the Assigned AHERF Equipment;
(C) the Assigned AHERF Personal Property I_eases;
(D) the Assigned AHERF Real Property Leases;
(E) the Intellecmial Properties; and
(F) the VHA Membership; and
(i)  execute and deliver to the Governing Entity and "West Penn a stipulation

and release in the form of Exhibit 2.1(ii) for the benefit of <each of the "Protected
Parties” identified on such stipulation and release;

(iii) [Reserved]; and

(iv)  execute and deliver to the Governing Entity on behalf of the Allegheny
Entities an instrument reasonably satisfactory to the Governing: Entity, the Allegheny
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Entities, AHERF, the Trustee and the Unsecured Creditors Committee, effecting the
withdrawal of AHERF as the sole voting member-of the Allegheny Emtities, consemting
to the substitution of the Governing Entity as the sole voting member of the Allegheny
Entities in lieu of AHERF, and approving the Amended and Restated Articles of
Incorporation of AGH, AUMC and ASRI in the forms attached to the Affiliation
Agreement as Exhibit 2.1(a) and approving the amended and restated Bylaws of AGH,
AUMC and ASRI in the forms attached 10 the Affiliation Agreement as Exhibit 2.1(b).

2.2 Conveyances by the AUHS Estate. Subject to the terms and conditions hereof,
at the Closing, the AUHS Estate shall:

6] assign, set over, transfer and convey to the Governing Entity Physician
Organization or as otherwise directed by the Governing Enrity, in each case free and
clear of liens, claims and Encumbrances other than Permitted Personal Property
Epcumbrances, by -a bill of sale, instrument of assignment or other similar instruments
executed by AUHS that are reasonably satisfactory to the Governing Entity, the
Allegheny Entities, AUHS, the Trustee and the Unsecured Creditors Committee, all of
the right, titie and interest of the AUHS Esiate in and to:

(A) the Assigned AUHS Physician Agreements (with the
understanding that-such assignment shall become effective by notice given

to the Transferring Parties by the Governing Entity as of the

Credentialling Date)

(B) - the Assigned AUHS Agreements;

(C)  the Assigned AUHS/AUMP Balance Sheet Assets;
(D) the Intellectual Properties;

(E) the Assigned AUHS Real Property Leases;

(F) the Assigned AUHS Personal Property Leases;

(G) the AUHS Books and Records;
(H) all cash representing Restricted Investment Earnings; and
D the Transferred Grants and Grant Agreements; and

(i)  execute and deliver to the Governing Entity and West Penn a stipulation
and release in the form of Exhibit 2.1(ii).
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2.3 Conveyances by the AUMP Estate. Subject to the terms and conditions hereof,
at the Closing, the AUMP Estate shall:

) assign, set over, transfer and convey to the Goveming Entity Physician
Organization or as otherwise directed by the Governing Entity, in each case free and
clear of liens, claims and Encumbrances (other than Permitted Personal Property
Encumbrances and other than, in the case of the conveyed AUMP Real Property, the
Permitted Encumbrances), by a bill of sale, deed, instrument of assignment or other
similar instruments executed by AUMP that are satisfactory to the Governing Entity, the
Allegheny Entities, AUMP, the Trustee and the Unsecured Creditors Committee, all of
the right, title and interest of the AUMP Estate in and to:

(A) the Assigned AUMP Physician Agreements (with the
understanding that such assignment shall become effective by notice given
to the Transferring Parties by the Goveming Entity as of the
Credentialling Date);

(B) the Assigned AUMP Agrecmenis;

(C) the Assigned AUHS/AUMP Balance Sheet Assets;

(D) the Intelle'ctu;.l ‘i’Al-‘(;p:rties; -

(E) the Assigned AUMP Real Property Leases;

(F) the Assigned AUMP Personal Property Leases;

(G) the Conveyed AUMP Real Property;

(H) the AUMP Books and Records;

(I)  all cash representing Restricted Investment Earnings;

(1)) the Transferred Grants and Grant Agreements; and

(K) if as of the Closing Date it remains owned by AUMP, the interest
of AUMP as a general partner of Gateway; and

(i)  execute and deliver to the Governing Entity and West Penn a stipulation
and release in the form of Exhibit 2.1(ii).

2.4  Delivery by the AH-East Estate. Subject to the terms and conditions hereof, at
the Closing the AH-East Estate shall execute and deliver to the Governing Entity and West Penn
a stipulation and release in the form of Exhibit 2.1(i).
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2.5 Delivery by the Centennial Estate. Subject to the terms and conditions hereof,
at the Closing, the Centennjal Estate shall execute and deliver to the Governing Entity and West
Penn a stipulation and release in the form of Exhibit 2.1().

2.6 Delivery by the Unsecured Creditors Committee. Subject to the terms and
conditions hereof, at the Closing the Unsecured Creditors Committee shall execute and deliver
to the Governing Entity and West Penn a stipulation and release in the form of Exhibit 2.1(i).

2.7 No Other Assignments or Conveyances. Except for the Transferred Assets and
as expressly contemplated by Sections 2.1, 2.2 and 2.3 (assuming the accuracy and completeness
of the representations and warranties of the Transferring Parties), this Settlement Agreement
does not constitute an agreement or establish an obligation on the part of the Transferring Parties
to assign, set over, transfer or convey to any Person any asset Of amy character of the
Transferring Parties, and all right, title and interest of any Transferring Party in respect of any
of the foregoing shall as of and from the Closing Date be retained by such Transferring Party.
Without limiting the generality of the foregoing, the term "Transferred Assets” shall not include
the following assets of the Transferring Parties: (i) cash and cash equivalents, including
unrestricted short-term investments, other than cash representing Restricted Investment Earnings
and other than earnings on Transferred Endowments; (ii) any amount or account receivable from
AHERF, the AHERF Estate, AH-East, the AH-East Estate, Centennial, the Centennial Estate,
. AUH-West, or.-any-Affiliate of any entity- named in this clause (ii) regardless-of- when accrued;
(iii) the books and records listed on Schedule 2.1(GiG) or Schedule 2.3())(G); (iv) the
intellectual properties listed on Schedule 2.1(i}{E); and (v) all assets used or owned by the
Transferring Parties, or any of them, which are not defined as Transferred Assets.

2.8 Payment of Settlement Consideration; Other Deliveries.

(a)  Subject to the terms and conditions hereof, at the Closing, the Governing
Entity shall do or cause to be done the following:

6)) the Governing Entity shall pay or cause to be paid to the Trustee on behalf
of the Estates, by wire transfer of immediately available funds, twenty-four million
dollars ($24,000,000);

(ii) the Governing Entity shall instruct the Escrow Agent to pay to (A) the
Trustee on behalf of the Estates, by wire transfer of immediately available funds, the
Deposit Escrow Amount and (B) to the Governing Entity, by wire transfer of
immediately available funds, all interest and earnings accrued on or with respect to the
Deposit Escrow Amount during the period for which it has been held in escrow by the
Escrow Agent;

(iti) the Govemning Entity and West Penn shall execute and deliver to the
Trustee, the Unsecured Creditors Committee and each of the Transferring Parties and the
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Estates, a stipulation and release in the form of Exhibit 2.8(a) Eor the benefit of each of
the "Protected Parties” identified on such stipulation and releas=e;

(iv) the Governing Entity shall cause AMPN, A_SPN and each of the
*Releasing Parties" identified on the stipulation and release in thee form of Exhibit 2.8(a)
other than the Allegheny Entities and AUH-West to execute aned deliver to the Trustee,
the Unsecured Creditors Committee and each of the Transferringy Parties and the Estates,
a stipulation and release in the form of Exhibit 2.8(a), for thee benefit of each of the
"Protected Parties” identified on such stipulation and release;

(v) the Governing Entity shall cause the Govemrning Entity Physician
Organization to execute and deliver to the Transferring Parties an Instrument of
Assumption, dated as of the Closing Date and reasonably satisfacctory to the Transferring
Parties, pursuant to which the Governing Enfity Physician Organiization agrees to assume,
pay and discharge the Assumed Liabilities as provided in Section 2.9; and

(vi) the Governing Entity shall pay or cause to be p-aid all Cure Costs with
respect to the Assigned Contracts as provided in Section 2.11.

(b)  Simultaneously herewith, the Governing Entity i=s depositing the Deposit
Escrow Amount-in -escrow under and pursuant to the Deposit Escrow Agreement. If this
Agreement shall be terminated prior to Closing for any reason, except- as provided in Section
8.4(b)(3), the Deposit Escrow Amount and all interest and earnings Accrued thereon or with
respect thereto shall be paid and returned in full to the Governing Entity> effective upon the date
of such termination. If the Closing shall occur, the Deposit Escrow AAmount shall be paid at
Closing to the Trustee on behalf of the Estates, and all interest and earraings accrued thereon or
with respect thereto shall be paid to the Governing Entity, by the Escrsow Agent.

() Subject to the terms and conditions hereof, at tihe Closing, each of the
Allegheny Entities and AUH-West shall execute and deliver to the “Trustee, the Unsecured
Creditors Committee and each of the Transferring Parties and Estates, =a stipulation and release
in the form of Exhibit 2.8(a), for the benefit of each of the "Protected Parties” identified on such
stipulation and release;

(d)  If the Bankruptcy Court orders at the hearing approving this
Agreement that the consideration contemplated by Section 2.8¢a)(i) be posted or deposited with
the court upon the entry of the order of the Bankruptcy Court approving this Agreement and
pending the expiration of the period during which a notice of appeal meay be filed with respect
to such order, the Governing Entity shall cause such amount to be so posted or deposited
pending the Closing and the expiration of such appeal period without “the filing of a notice of
appeal from such order, all on terms that are customary for such a possting or deposit.
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2.9 imijted As jon of Liabilities.

(a)  Atand subject to the Closing, the Governing Entity Physician Organization
shall assume and agree to pay and discharge, and the Governing Entity shall cause the Governing
Entity Physician Organization to execute and deliver to the Transferring Parties an instrument
of assumption, dated as of the Closing Date and reasonably satisfactory to the Transferring
Parties, pursuant to which the Governing Entity Physician Organization agrees to assume, pay
and discharge, in a timely fashion and in full only those liabilities and obligations of the
Transferring Parties expressly described in this Section 2.9. The liabilities and obligations of
the Transferring Parties expressly described in this Section 2.9 shall consist of the Assumed
Balance Sheet Liabilities (as such term is defined in Section 2.9(b)) and the Assumed Contract
Liabilities (as such term is defined in Section 2.9(c)); the Assumed Balance Sheet Liabilities and
the Assumed Contract Liabilities collectively are referred to herein as the "Assumed Liabilities”.
At and subject to the Closing peither the Transferring Parties nor their Affiliates shall have or
be responsible for, whether pursuant to this Settlement Agreement or otherwise, any liability,
obligation or responsibility whatsoever for any liabilities, claims, obligations or undertakings of
any kind or character, whether fixed or contingent, known or unknown, liquidated or unliqui-
dated that constitutes an Assumed Liability, all of which shall, as between the Governing Entity,
the Governing Entity Physician Organization, AGH and AUMC on the one hand and the
Transferring Parties and the Estates on the other hand, be assumed and performed by the
.Governing Entity Physician Organization.. - N

(b)  The following liabilities and obligations of AUHS and AUMP shall be
referred to herein as the "Assumed Balance Sheet Liabilities,"” in each case solely to the extent
that such liabilities and obligations (A) accrue or have accrued with respect to the Transferred
Assets Businesses and (B) accrue or have accrued after the date (the "Filing Date") of the filing
by AUHS and AUMP of their petitions under the Bankruptcy Act;

(i) all liabilities and obligations of AUHS and AUMP accrued on or prior to
the date of the AUHS/AUMP Balance Sheet and properly disclosed and reflected in
accordance with GAAP on the AUHS/AUMP Balance Sheet, other than liabilities in the
line itemn category "Payable to Affiliates, Net" and other than liabilities categorized as
"pre-petition liabilities"; and

(i)  all liabilities and obligations of AUHS and AUMP accrued after the date
of the AUHS/AUMP Balance Sheet that in each case (A) are or would be reflected on
a balance sheet of AUHS or AUMP prepared in accordance with GAAP as of the
Closing Date, excluding liabilities that are or would be reflected in the line item category
"Payable to Affiliates, Net” and (B) are incurred or accrued in the ordinary course of
business of AUHS and AUMP (and, with respect to liabilities incurred after the date of
this Agreement, incurred or accrued in accordance with the terms and conditions of this
Agreement).
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For the avoidance of doubt, in no event shall Assumed Balance Sheet Liabilities include any
liabilities or obligations of AUHS or AUMP: (v) for unpaid rent undler Section 365(d)(3) or
Section 365(d)(10) of the Bankruptcy Code which does not comprise a portion of the Assumed
Contract Liabilities; (w) accrued on or prior to the Filing Date or that would constitute liabilities
not entitled to priority under Section 507(a)(1) of the Bankruptcy Code if not assumed
hereunder; () in respect of agreements with physicians that do not constitute Assigned AUHS
Physician Agreements or Assigned AUMP Physician Agreements; (y) that arise in respect of the
Rejected AUHS Physician Agreements, the Rejected AUMP Physician A greements, the Covered
Rejected Agreements or otherwise as a result of the termination by AUHS or AUMP of the
employment or affiliation of any employee, physician or physician group employed by or
associated with AUHS or AUMP; or (z) to AHERF, the AHERF Estate , AH-East, the AH-East
Estate, Centennial, the Centennial Estate or AUH-West, or anmy Affiliate of any entity named in
this clause (z), regardiess of when accrued.

: (c) The "Assumed Contract Liabilities” shall consist of and be limited to all
liabilities and obligations of the Transferring Parties, or any of them, (i) arising on and after
July 21, 1998 in respect of the Transferred Grants, (ii) arising on and after July 21, 1998 in
respect of the Transferred Endowments, and (iii) arising from and after the Closing Date under
the Assigned Contracts. It is understood that Assumed Contractual Liabilities shall include the
obligation to maintain professional liability insurance in accordance with applicable law in
__.respect of physicians who are parties to the. Assigned AUHS Physician Agreements and Assigned
AUMP Physician Agreements, including the obligation to contract for extended reporting periods
with respect to periods of employment thereunder.

2.10 No Other Assumption of Liabilities. Except as expressly contemplated by
Section 2.9, neither the Governing Entity, the Governing Entity Physician Organization nor any
of the Allegheny Entities shall have, assume or be responsible for, whether pursuant to this
Settlement Agreement or otherwise, any liability, obligation or responsibility whatsoever for any
liabilities, claims, obligations or undertakings of any kind or character, whether fixed or
contingent, known or unknown, liquidated or unliguidated, of any of the Transferring Parties
or the Estates, whether or not relating to the Transferred Assets or the Transferred Assets
Business (collectively, the "Retained Liabilities™), all of which shall, as between the Governing
Entity, the Governing Entity Physician Organization and the Allegheny Entities on the one hand
and the Transferring Parties on the other hand, be retained solely and exclusively by the
applicable Transferring Party. Without limiting the generality of the foregoing, and for the
avoidance of doubt, it is expressly agreed that except as expressly required by Section 5.9,
neither the Governing Entity, the Governing Entity Physician Organization nor any of the
Allegheny Entities shall have any liability, obligation or responsibility whatsoever in respect of
the Rejected AUHS Physician Agreements, the Rejected AUHS Leases, the Rejected AUMP
Physician Agreements or the Rejected AUMP Leases, all of which liabilities, obligations and
responsibilities described in this sentence shall constitute Retained Liabilities.

‘ 2.11 Payment of Cure Costs. On the Closing Date, the Governing Entity shall cause
any and all Cure Costs with respect to the Assigned Contracts that are required under the
Bankruptcy Code to be paid or provided for by the Governing Entity Physician Organization as
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a condition to assigmment of such Assigned Contracts as contemplated by this Settlement
Agreement.

2.12 License. For a reasonable period of time after the Closing Date, the Governing
Entity Physician Organization is hereby granted a royalty-free license to use the names AUHS
and AUMP pending its revision of its signage, stationery and other similar materials.

3. REPRESENTATIONS AND WARRANTIES OF THE TRANSFERRING PARTIES

Subject to Section 8.5, each Transferring Party represents and warrants to the Governing
Entity:

3.1 Powers: Consents: Absence of Conflicts, Etc. The execution, delivery and
(subject to the satisfaction of the conditions described in Section 6.3) performance of this
Settlement Agreement (i) are within the power and authority of such Transferring Party, (ii) do
not violate any Legal Requirement to which the Transferring Party may be subject, (iii) do not
conflict with or result in any breach or contravention of any material Contract to which such
Transferring Party is a party or by which such Transferring Party is bound, (iv) have been
approved by all appropriate corporate action, and (v) except as otherwisc expressly provided in
this Settlement Agreement, do not require any approval of or consent of, or filing with, and
Governmental Authority or any other third party.

3.2 Binding Agreement. Subject to the satisfaction of the conditions described in
Section 6.3, this Settlement Agreement and all instruments and agreements hereunder o which
such Transferring Party is or becomes a party are (or upon execution will be) valid and legally
binding obligations of such Transferring Party, enforceable against such Transferring Party in

"accordance with the respective terms hereof or thereof, except as enforceability may be subject
to general principles of equity.

3.3  Equipment. The Assigned AHERF Equipment and the Assigned AHERF Personal
Property Leases that are listed and described on Schedule 3.3(a) constitute all owned and leased
tangible personal property that is owned by or utilized under lease by the AHERF Estate and
that is used or useful in the conduct of the Transferred Assets Businesses. The Assigned AUMP
Equipment and the Assigned AUMP Personal Property Leases that are listed and described on
Schedule 3.3(b) constitute all owned and leased tangible personal property that is owned by or
utilized under lease by the AUMP Estate and that is used or useful in the conduct of the
Transferred Assets Businesses. The Assigned AUHS Equipment and the Assigned AUHS Leases
that are listed and described on Schedule 3.3(c) constitute all owned and leased tangible personal
property that is owned by or utilized under lease by the AUHS Estate and that is used or useful
in the conduct of the Transferred Assets Businesses. All equipment constituting Assigned
AHERF Equipment, Assigned AUMP Equipment or Assigned AUHS Equipment owned by the
Transferring Parties is well maintained and in good operating condition, except for reasonable
wear and tear. All medical and other leased equipment constituting leased personal property
under the Assigned AHERF Personal Property Leases, the Assigned AUMP Personal Property
Leases or the Assigned AUHS Personal Property Leases is maintained (either by the
Transferring Parties, the manufacturer or lessor, as the case may be) in accordance with
applicable lease requirements and is in good operating condition, except for reasonable wear and
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tear. Subject to the payment of the Cure Costs by the Governing Entity in accordance with this
Settlement Agreement, and assuming the performance by the Allegheny Entities of their
obligations under Section 5.19, as of the Closing Date all material payment obligations of the
Transferring Parties in respect of the Assigned AHERF Personal Property Leases, the Assigned
AUMP Personal Property Leases and the Assigned AUHS Personal Property Leases will be paid
in full for all periods through and including the month in which the Closing Date occurs. The
Rejected AUMP Leases listed or described on Schedule 3.3(b)(R) constitute all of the leases of
personal property used in the Transferred Assets Business that have been rejected by the AUMP
Estate during the pendency of its bankruptcy case. The Rejected AUHS Leases listed or
described on Schedule 3.3(c)(R) constitute all of the leases of personal property used in the
Transferred Assets Businesses that have been rejected by the AUHS Estate during the pendency
of its bankruptcy case.

3.4  Title to Personal Property. The Transferring Parties own and hold good and valid
title or leaschold title to all equipment constituting Assigned AHERF Equipment, Assigned
AUMP Equipment or Assigned AUHS Equipment and all leased equipment leased under the
Assigned AHERF Personal Property Leases, the Assigned AUMP Personal Property Leases or
the Assigned AUHS Personal Property Leases, free and clear of any Encumbrances other than
the Permitted Personal Property Encumbrances.

35 RealProperty. = . . . . .

(a) The Conveyed AUMP Real Property listed and described in Schedule
3.5(0) constitutes all of the Real Property owned by AHERF, AUHS and AUMP that is used
or useful in the conduct of the Transferred Assets Businesses. The Assigned AHERF Real
Property Leases listed and described on Schedule 3.5(a) cover those parcels of real property as
to which the AHERF Estate is the lessee that are used or useful in the conduct of the
Transferred Assets Businesses. The Assigned AUMP Real Property Leases listed and described
on Schedule 3.5(b) cover those parcels of real property as to which the AUMP Estate is the
lessee that are used or useful in the Transferred Assets Businesses. The Assigned AUHS Real
Property Leases listed and described on Schedule 3.5(c) cover those parcels of real property as
to which the AUHS Estate is the lessee that are used or useful in the Allegheny Entities
Businesses or the Transferred Assets Businesses. AUMP owns fee title to the Real Property
described in Schedule 3.5(0) together with all buildings, improvements and fixtures thereon and
all appurtenances and rights thereto, free and clear of any Encumbrances other than the
Permitted Real Property Encumbrances.

(b)  To the knowledge of the Transferring Parties, the buildings constructed
on the Real Property described or listed in Schedules 3.5(a), 3.5(b)(A), 3.5(c)(A) or 3.5(0) are
in a state of reasonable condition and repair adequate for the contimed use of the property
during the term of any applicable lease, are structurally sound, and in need of no material
maintenance or repairs except for ordinary, routine maintenance.
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(¢)  To the knowledge of the Transferring Parties, no Transferring Party has
received notice of condemnation or similar proceeding relating to the Real Property described
or listed in Schedules 3.5(a), 3.5(b)(A), 3.5(c)(A) or 3.5(0) or any part thereof.

(d)  Subject to the payment of the Cure Costs by the Governing Entity in
accordance with this Settlement Agreement and subject to the satisfaction of the conditions set
forth in Section 6.3, and except as set forth in Schedules 3.5(b)(A) and 3.5(c)(A), each of the
Real Property leases described in Schedules 3.5(a), 3.5(b)(A) or 3.5(c)(A) is in full force and
effect and enforceable in accordance with their respective terms and are for the periods set forth
in Schedules 3.5(a), 3.5(b)(A) and 3.5(c}(A). Except as set forth on Schedules 3.5(a),
3.5(b)(A) or 3.5(c)(A), the Transferring Parties have not received written notices of
cancellation, termination, or default under any lease nor do any conditions currently exist which,
with or without notice or lapse of time, or both, would constitute a default under the Jease.

(¢)  Subject to the payment of the Cure Costs by the Governing Entity in
accordance with this Settlement Agreement and subject to satisfaction of the conditions described
in Section 6.3, the transactions contemplated by this Settlement Agreement will not constitute
an assignment or other event which is not permitted by any of the real property leases described
in Schedules 3.5(a), 3.5(b)(A) and 3.5(c)(A).

L () .. Except as set forth in Schedule 3.5(0), there are no sale-contracts, leases, - -——
subleases, licenses, purchases, assignments or other agreements for the transfer of any part of

the Real Property described on Schedule 3.5(0) or which allow Persons other than the
Transferring Parties to use or occupy the Real Property described on Schedule 3.5(0) or any

part thereof.

(g)  Subject to the payment of the Cure Costs by the Governing Entity in
accordance with this Settlement Agreement, and assuming the performance by the Allegheny
Entities of their obligations under Section 5.10, as of the Closing Date all material payment
obligations of the Transferring Parties in respect of the Assigned AHERF Real Property Leases,
the Assigned AUMP Real Property Leases and the Assigned AUHS Real Property Leases will
be paid in full for all periods through and including the month in which the Closing Date occurs.

(b}  The Rejected AUHS Leases listed or described on Schedule 3S50®)
constitute all of the leases of real property used in the Transferred Assets Businesses that have
been or are scheduled to be rejected by the AUHS Estate during the pendency of its bankruptcy
case. The Rejected AUMP Leases listed or described on Schednle 3.5(b)(R) constitute all of
the leases of real property used in the Transferred Assets Businesses that have been or are
scheduled to be rejected by AUMP during the pendency of its bankruptcy case.

(i) The Real Property described in Schedules 3.5(b)(A), 3.5(c)(A), and
3.5(0), including the buildings and other improvements thereon, is in compliance with all
applicable subdivision, land use, zoning, building law codes and other Legal Requirements.
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3.6  Environmental Matters. Except as described on Schedule 3.6, the Transferred
Assets are in compliance in ail material respects with all Environmental Laws and there are no
circumstances in existence that would prevent or interfere with compliance by the Transferred
Assets in all material respects with Environmental Laws. No Materials of Environmental
Concern have been or are on, or in, or released or generated or disposed from the Transferred
Assets, except those materials (i) routinely used in connection with typical hospital uses, (if) used
or disposed of in material compliance with applicable Legal Requirements, and (iii) which do
not and will not, with the passage of time, requirc any environmental remediation under
applicable Legal Requirements. Except as described on Schedule 3.6, 0o Transferring Party
has received any communication from any Person alleging that, with respect to the Transferred
Assets, any Transferring Party is not in compliance in all material respects with Environmental
Laws. Each Transferring Party has all permits, licenses and approvals required under applicable
Environmental Laws to own or lease the Real Property (as applicable) and to conduct the
Transferred Assets Businesses thereon as they are currently conducted.

3.7 Intellectnal Properties, Computer Software, etc. Schedule 3.7 sets forth a list of

the Intellectual Property used in or developed in connection with the Transferred Assets
Businesses, and of any and all computer software, software licenses, Systems maintenance
agreements and similar agreements, instruments, contracts and similar systems that are necessary
in order for the operation of the Transferred Assets Businesses to continue uninterrupted and in
- - -an_orderly fashion in--accordance. .with.- past- practice-as of the Closing-Date and-that the -
Governing Entity has designated for assignment hereby. Except as otherwise described in
Schedule 3.7 and except for customary licensing or royalty fees payable under the Contracts,
the Transferring Parties have the right to use all of the Transferred Assets listed on Schedule
3.7 free and clear of any royalty or other payment obligations, claims of infringement or other
liens. Except for events of default arising as a result of the filing of a voluntary petition for
relief under Chapter 11 of the Bankruptcy Code, and as set forth on Schedule 3.7, and subject
to the payment of the Cure Costs by the Governing Entity in accordance with this Settlement
Agreement, no Transferring Party is in material violation or infringement of, nor has any
Transferring Party received a notice alleging any violation or infringement of, any rights of any
other Person with respect to any such Intellectual Properties or computer software, programs or
similar systems. Schedule 7.7(c) sets forth a true and correct statement of the amount of any
Cure Costs that must be paid in order for the transfer, assignment or conveyance of such
software, software licenses, systems maintenance agreements and other instruments and contracts
to be validly consummated pursuant to this Agreement.

3.8  Insurance. Schedule 3.8 describes all material insurance arrangements, including
self-insurance, in place for the benefit of the Transferred Assets and the conduct of the
Transferred Assets Businesses. With respect to third party insurance, Schedule 3.8 sets forth
the name of each insurer, whether such insurer is an Affiliate of any Transferring Party, and the
number, coverage, limits, term and premium for each policy of insurance purchased or held by
the Transferring Parties covering the ownership and operation of the Transferred Assets and the
Transferred Assets Businesses. ) ;
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3.9  Permits and Licenses. The Transferring Parties hold or own all material licenses,
permits, grants, authorizations, easements, variances, exemptions, consents, approvals, orders,
accreditations by Accreditation Bodies, franchises and certificates of need (including applications
therefor) (collectively, the "Permits") necessary to the ownership, development or operations of
the Transferred Assets Businesses and the Transferred Assets, a true and complete list of which
is reflected on Schedule 3.9. AUMP and AUHS are duly licensed by the appropriate state
agencies and any ancillary departments located at the facilities of the Transferred Assets
Businesses that are required to be specifically licensed are duly licensed by the appropriate state
agencies, and have the accreditations from Accreditation Bodies listed on Schedule 3.9. Except
as described in Schedule 3.9, the Transferred Assets Businesses are in compliance in all material
respects with such licensing and accreditation requiremnents and there is no action proceeding or
investigation pending or threatened that could result in suspension or cancellation of any of the
Permits.

3.10 Agreements and Commitments.

(8) The Assigned AUMP Physician Agreements listed or described on
Schedule 3.10(a)(A) constitite each of the material Contracts with physicians and physician
practices to which AUMP is a party other than the Rejected AUMP Physician Agreements. As
of the Closing Date, subject to the payment or provision for the Cure Costs by the Governing
- ..Entity Physician Organization as contemplated by. this.Settlement Agreement, ali obligations of
AUMP under the Assigned AUMP Physician Agreements will be paid in full for all periods
through the month in which the Closing Date occurred. The Rejected AUMP Physician
Agreements listed or described on Schedule 3.10(a)(R) constitute each of the contracts with
physicians whose practice is located in Western Pennsylvania and physician practices located in
Western Pennsylvania to which AUMP is a party that have been or are scheduled to be rejected
by the AUMP Estate during the pendency of its bankruptcy case.

(b) The Assigned AUHS Physician Agreements listed or described on
Schedule 3.10(b)(A) constitute each of the material Contracts with physicians to which AUHS
is a party other than the Rejected AUHS Physician Agreements. As of the Closing Date, subject
to the payment or provision for the Cure Costs by the Governing Entity Physician Organization
as contemplated by this Settlement Agreement, all obligations of AUMP under the Assigned
AUHS Physician Agreements will be paid in full for all periods through the month in which the
Closing Date occurred. The Rejected AUHS Physician Agreements listed or described on
Schedule 3.10(b)(R) constitute each of the Contracts with physicians whose practice is located
in Western Pennsylvania to which AUHS is a party that have been or are scheduled to be
rejected by AUHS during the pendency of its bankruptcy case.

()  The Transferred Grants listed or described on Schedule 3.10(c) constitute
all Grant Agreements to which AUHS, AUMP or AHERF is a party or under which AUHS,

AUMP or AHEREF is the grantee. The Grants listed on Schedule 3.10(c) listed as "Assigned
AUHS Sponsored Projects”, "Rejected AUHS Sponsored Projects” and "Project Ended" shall
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all be deemed to be Transferred Gramts. Schedule 3.10(c) 2lso includ_es a list of applications
for Grants and Grants in negotiation that are included in the Transferre-d Grants.

1
()  The Transferred Endowments included within Scheedule 3.18 constitute all
of the Endowments that were intended to be for the use or benefit -of one or more of the
Allegheny Entities and the interests of the Allegheny Entities in which m=ay have been transferred
to AHERF pursuant 10 that certain order of the Orphan’s Court, dated June 30, 1988, or that .
may be otherwise recorded in the name of or carried on the books of AHERF or any Affiliate
of AHERF other than the Allegheny Entities.

(&) The Assigned AHERF Agreements listed and clescribed on Schedule
3.10(e) constitute those material Contracts to which AHERF is a party, thhat are not listed on any
Schedule referenced in Section 3.3, Section 3.5, Section 3.7 or Sectio m 3.9 and that are used
or useful in the conduct of the Transferred Assets Businesses.

(f)  The Assigned AUHS Agreements listed and descrit>ed on Schedule 3.1(f)
constitute those material Contracts to which AUHS is a party that are no& listed on any Schedule
referenced in Section 3.3, Section 3.5, Section 3.7, Section 3.9 or Sectlion 3.10(b) and that are
used or useful in the conduct of the Transferred Assets Businesses.

, .(g) ... The.Assigned AUMP. Agreements listed and descritwed.on Schedule 3.10(g)-- - -- -
constitute those Contracts to which AUMP is a party that are not | isted on any Schedule
referenced in Section 3.3, Section 3.5, Section 3.7, Section 3.9 or Sectimon 3.10(a) and that are
used or useful in the conduct of the Transferred Assets Businesses.

(h) Except for Contracts listed on a schedule to this Agreement, complete and
correct copies of which have been made available by the Transferring P arties to the Governing
Emity;

@ there are no material Contracts adversely affectingg the ownership or use
of, title to or interest in any Transferred Assets;

(ii)  there are no material Contracts with providers, physicians or physician
groups; :

(iii) there are no material employment or severance Contracts; and

(iv) there are no material contracts for the managem ent of any part of the
Transferred Assets Businesses.

(1) Except for events of default arising as a resuit of the filing of a voluntary
petition for relief under Chapter 11 of the Bankruptcy Code, and except as set forth on Schedule
3.10(e), subject to the payment of the Cure Costs by the Governing Enctity in accordance with

00S4T7/01000/Z2T321.10 27

WPAHS-002314



this Settlement Agreement, none of the Transfemng Parties is in material breach of any of
Assigned Contracts.

3.11 Employees and lo lations.

(a)  The Governing Entity has separately received (i) a complete list (as of the
date set forth therein) of names, positions, current annual salaries or wage rates, and bonus and
other compensation arrangements of all full-time and part-time non-physician employees of
AHERF, AUMP and AUHS employed in the operation of the Transferred Assets Businesses as
of a date no ecarlier than April 1, 1999, and (ii) a separate complete list (as of the date set forth
therein) of names, positions, current annual salaries or wage rates, and bopus and other
compensation arrangements of all full-time and part-time physician employees of AUMP and
AUHS as of a date no earlier than April 1, 1999, (indicating in both lists whether each employee
is part-time or full-time, the name of the employer of such employee and whether such employee
is employed under written Contract).

(b)  No employees of any Transferring Party are represented by, or have made
demand for recognition of, a labor union or employee organization, and no other union
organizing or collective bargaining activities by or with respect to any employees of any
Transferring Party are taking place.

3 12 AUHS and AUMP_Financial Statements The AUHS/AUMP Balance Sheet
attached hereto as Scheduie 3.12 fairly reflects in all material respects the assets and liabilities
of AUHS and AUMP as of its date, in accordance with GAAP.

3,13 Legal and Regulatory Compliance. Except as described in Schedule 3.13, AUMP
and AUHS are in compliance with all Legal Requirements, and have timely filed all reports, data
and other information required to be filed with Governmental Authorities. To the knowledge of
the Transferring Parties, except as described on Schedule 3.13, neither AUHS nor AUMP has
received notice or otherwise has knowledge from any Person of any proceeding, audit or
investigation by Governmental Authorities or any other Person.

3.14 Government Rei Pro and ayor Pro

(@) To the extent required, each of AUHS and AUMP is qualified for
participation in and has current and valid provider contracts with the Government
Reimbursement Programs and the Non-Governmental Payor Programs under which such entity
has received reimbursement or direct payments in respect of services rendered and/or with the
fiscal intermediaries or paying agents under such programs, and complies in 2]l material respects
with the conditions of participation therein. To the extent required, AUHS and AUMP are
entitled to payment under the Government Reimbursement Programs and the Non-Governmental
Payor Programs for services rendered to qualified beneficiaries and have received all approvals
or qualifications necessary for capital reimbursement, if any, on the Transferred Assets. Neither
AUHS nor AUMP has received or submitted any claim for payment in excess of the amount
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provided by, or otherwise in violation of, law or applicable regulations and, except as described
on Schedule 3.14, neither AUHS nor AUMP has received notice of or otherwise has knowledge
of any dispute or claim by any Governmental Authority, fiscal intermediary or other person
regarding the Government Reimbursement Programs or the Non-Governmental Payor Programs
or AUMP's or AUHS's participation therein. The AUHS/AUMP Balance Sheet reflect proper
and adequate reserves for all normal and customary audit and contractual adjustments for which
the businesses of AUHS and AUMP will be liable under the Government Reimbursement
Programs and the Non-Governmental Payor Programs.

(0)  All claims for payment on the part of AUMP and AUHS to patients and
to third party insureds under the Government Reimbursement Programs and Non-Governmental
Payor Programs are valid and enforceable in accordance with their terms, subject only to
contractual adjustments. No such claims are subject to offset, recoupment or counterclaim by
any patients, Governmental Authority or other third party payor.

3.15 Employee Benefit Plans. Schedule 3.15 lists each Employee Benefit Plan and
Other Plan that any Transferring Party or any member of the Controlled Group that includes any
Transferring Party has been a sponsor of or, party to, maintains or to which it contributes
(including employee elective deferrals), or is required to contribute.

3.16 Litigation and Proceedings. .. _ . __ . . _

(a) Subject to the satisfaction of the conditions set forth in Article VI and
Article VI, there are no claims, actions, suits, litigation, arbitration, mediations, investigations
and other proceedings pending or threatened against the Transferring Parties which prevent or
which seek to prevent the execution, delivery or performarce of this Agreement or which affect
or seek to affect adversely the execution, delivery or performance of the obligations hereunder.

(b)  Schedule 3.16 sets forth a list and summary description of all material
claims, actions, suits, litigation, arbitration, mediations, investigations and other proceedings
pending or threatened against AUMP or AUHS as of the date of this Agreement which are not
stayed pursuant to Section 362 of the Bankruptcy Code. None of the liabilities or obligations
of AUMP or AUHS in respect of the matters described on this Schedule 3.16 shall constimite
Assumed Balance Sheet Liabilities.

3.17 Medical Staff. The Transferring Parties have made available to the Governing
Entity copies of any bylaws, rules, or regulations currently in effect with respect to the medical
staff and medical executive commitiees of AUHS and AUMP. To the knowledge of the
Transferring Parties, each professionally licensed employee of any of the Transferring Parties
is and at all times during his or her employment with such Transferring Party has been duly
licensed by all applicable licensing bodies and has held all professional certificates and
designations appropriate to the functions discharged by him or her.
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3.22 Full Djsclosure. This Agreement and the schedules and ¢e—xhibits hereto, including
the Affiliation Agreement and the schedules and exhibits thereto, do Mot contain any material
misstatement of fact or, when taken as a whole, omit to state a materizd fact necessary to make
the statements contained herein or therein not misleading.

4. REPRESENTATIONS AND WARRANTIES OF THE GOVEIRNING ENTITY, THE
ALLEGHENY ENTITIES AND AUH-WEST

Each of the Governing Entity as to itself, the Governing Entity Physician Organization
and West Penn, and the Allegheny Entities as to themselves and AUH—-West as to itself makes
the following represemtations and warranties to the Transferring Partiess, the Trustee and the

. Unsecured Creditors Committee on and as of the date hereof and shall bee deemed to make them
again at and as of the Closing:

4.1  QOrganization. Each of the Governing Entity, West Penm, the Governing Entity
Physician Organization, the Allegheny Entities and AUH-West is a non—profit corporation duly
organized and validly subsisting under the laws of the Commonwealth ©f Pennsylvania.

4.2  Corporate Powers; Consents; Absence of Conflicts, Etc. Each of the Governing
Entity, the Governing Entity Physician Organization, each of the Allegh-eny Entities and AUH- —
West has the requisite power and authority to conduct its business as ncw being conducted, to
enter into this Settlement Agreement, and to perform its obligations hereunder. Any document
or instrument executed by West Penn hereunder is or will when it is exe=cuted and delivered be
duly authorized by all requisite corporate action of West Penn. The e xecution, delivery and
performance by the Governing Entity, each of the Allegheny Entities zand AUH-West of this
Agreement and the consummation of the transactions contemplated herein by it and the
execution, delivery and performance of the agreements executed by West Penn hereunder to
which it is a party:

(a) are within its corporate powers and are not in constravention of the terms
of its articles of incorporation and bylaws, as amended to date, and haves been approved by all
requisite corporate action;

()  exceptas otherwise expressly herein provided, do neot require any approvat
or consent of, or filing with, any Governmental Authority;

()  do not conflict with or result in any breach or contravention of, any
material agreement to which it is a party or by which it is bound; and

(d)  do not violate any Legal Requirement to which it mnay be subject.
4.3 Binding Apreement. This Agreement and all instrumments and agreements
hereunder to which the Governing Entity, the Governing Entity Physic jan Organization, any
Allegheny Entity or AUH-West is or becomes a party, and any instrUiments or agreements

008472/01000227321.10 31

WPAHS-002317



executed hereunder by West Penn, are (or upon execution will be) v.alid and legally binding
obligations of such party enforceable against it in accordance with the respective terms hereof
and thereof, except as enforceability against them may be restricted , limited or delayed by
applicable bankruptcy or other laws affecting creditors’ rights generally and except as
enforceability may be subject to general principles of equity.

4.4  Brokers and Finders. Neither the ‘Governing . Entity. the Govemning Entity
Physician Organization, West Penn nor any Affiliate of the Governing E ntity, or West Penn, nor
AUH-West nor any officer, director, employee or agent thereof, has engaged any finder or
broker in connection with the transactions contemplated hereunder.

4.5 Payments. Neither the Governing Entity, the Gove-rning Entity Physician
Organization, West Penn por any Affiliate of the Governing Entity, o-r West Penn, or AUH-
' West, or any officer, director, employee or agent thereof, has, directEy or indirectly, paid or
delivered, offered to pay or deliver, or agreed to pay or deliver any fe=e, commission or other
sum of money or item of property, however characterized, to any Person which is now or was
previously an Affiliate or insider of the Transferring Parties or the Alleszheny Entities to induce
the consent or approval of such Person with respect to the transactions contemplated hereby.

5. COVENANTS AND AGREEMENTS OF THE PARTIES

5.1 - Operations. The parties acknowledge and agree that, motwithstanding that the
Transferred Assets and the Transferred Assets Businesses are owned by the Transferring Parties,
the Transferring Parties do not exercise sole control over all aspects off the Transferred Asset
Businesses. Until the Closing Date, except as otherwise expressly prowided in this Settlement
Agreement and subject to the obligations of the Transferring Partiess to comply with any

applicable order of the Bankruptcy- Court, the Transferring Parties shall ot take any action that
is within their control and that is inconsistent with the following:

(a) (i) carrying on the Transferred Assets Businesses in the ordinary course
and in substantiaily the same manner as they have heretofore; (ii) withoust limiting the generality
of the foregoing, it is specifically agreed that the Transferring Parties shall apply all proceeds
of the collection of accounts receivable of AUHS and AUMP to the pasy/ment of liabilities that
would otherwise constitute Assumed Balance Sheet Liabilities;

(b)  maintaining the Transferred Assets in good workimg order and condition,
ordinary wear and tear excepted;

(c)  performing when due all Legal Requirements relasting to or affecting the
Transferred Assets;

(d) keeping in full force and effect present insurance policies or other
comparable insurance benefitting the Transferred Assets;
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(¢), permitting and allowing reasonable access by the Governing Entity t0
establish, effective as of the Closing Date, relationships with physicians, payors and other
Persons having business relations with the Transferring Parties.

5.2  Certaip Actiops. Until the Closing Date, except as otherwise expressly provided
in this Settlement Agreement and subject to the obligations of the Transferring Parties to comply
with any applicable order of the Bankruptcy Court, the Transferring Parties shall not take any
of the following actions that is within their control, except as necessary to preserve the assets
of the Estates or with the approval of the Bankruptcy Court:

(a) assigning, amending or terminating any Contract constituting a Transferred
Asset, except for Immaterial Contracts or in the ordinary course of business;

(b) increasing compensation benefits, or other remuneration payable or to
become payable to, make a bonus or severance payment to, or otherwise entering into one or
more bomus or severance agreements with, any employee or agent of any Transferring Party,
or appointing, hiring or engaging any employee except for non-professional, at-will employees
hired in the ordinary course of the Transferred Assets Businesses;

(c)  creating, agreeing to create, guaraniceing, assuming or permit to exist any
new Encumbrance upon any of the Transferred Assets;

(d  selling, assigning, transferring, distributing or otherwise transferring or
disposing of any Transferred Assets other than owned personal property in the ordinary course
of business subject to the replacement thereof with comparable replacements;

(e) taking any action outside the ordipary course of the Transferred Assets
Businesses;

H canceling, forgiving, releasing, discharging or waiving any receivable or
any similar Asset that may constitute a Practice Account Receivable, or agreeing to do any of
the foregoing, except in the ordinary course of the Transferred Assets Businesses consistent with
past practices and with respect to a Person that is not an Affiliate of any Transferring Party or
any Allegheny Entity;

(g) terminating, amending or otherwise modifying any Employee Benefit Plan
or Other Plan, except for amendments required to comply with applicable Legal Requirements;

(h)  applying the proceeds of the collection of any accounts receivable of
AUHS or AUMP for any purpose other than the payment of liabilities that would constitute
Assumed Balance Sheet Liabilities; or

§)) requiring any cash payment from the Allegheny Entities or AUH-West that
does not represent a charge for the direct cost of services that bad been provided for the benefit
of an Allegheny Entity, AUHS or AUMP for periods after March 1, 1999,
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53 Access 10 and Provision of Additional Information.

(@  Until the Closing, the Transferring Parties shall provide to the Governing
Entity, on reasonable request and during normal business hours, full and complete access to and
the right to inspect and copy, at the Governing Entity’s cost, the Transferred Assets, books and
records of the Transferring Parties relating to the Transferred Assets Businesses, access to the
Transferring Parties’ files and other records regarding claims, actioms, suits, litigation,
arbitration, mediations, investigations and other proceedings pending against or otherwise
affecting the Transferred Assets Businesses or the Transferred Assets, and such additional
financial, operating and other data and iriformation regarding the Transferred Asscts Businesses
as the Governing Entity may from time to time reasonably request, whether such books, records
and data are in the possession of the Transferring Parties or in the possession of a consultant or
advisor to the Transferring Parties.

(b)  After the Closing, the Transferring Parties, the Trustee and the Unsecured
Creditors Committee shall have the opportunity to review, and the Allegheny Entities shall
provide to the Transferring Parties, on reasonable request and during normal business hours, full
and complete access to and the right to inspect the Transferred Assets and to inspect and copy
all books and records relating to the Transferred Assets Businesses that are in the possession of
or cootrolled by the Allegheny Entitics, including any Allegheny Entities’ files and other records
regarding claims, actions, suits,_litigation,. arbitration, mediations, investigations and- other
" proceedings pending against or otherwise affecting the Transferred Assets Businesses or the
Transferred Assets, whether such books, records and data are in the possession of the Allegheny
Entities or in the possession of a consultant or advisor to the Allegheny Entities, all of the
foregoing at the reasonable cost and expense of the Transferring Parties.

(c)  The exercise of any right of access granted herein shall not unreasonably
intérfere with the business operations of the Transferred Asset Businesses.

5.4 Governmental Authority Approvals; Consents to Assighment. Until the Closing
Date, each Transferring Party, each Allegheny Entity and the Governing Entity shall
(i) promptly apply for and use all reasonable efforts to obtain as soon as practicable all consents,
approvals, authorizations and clearances of Governmental Authorities required of it to
consummate the transactions contemplated hereby, (ii) provide such information and
communications to Governmental Authorities as the other party or such Persons may reasonably
request, (iii) reasonably assist and cooperate with other parties to obtain all consents, licenses,
permits, approvals, authorizations and clearances of Governmental Authorities that the other
partics reasonably deem necessary or appropriate, and 10 prepare any document or other
information reasonably required of it by amy such Persons to consummate the transactions
contemplated herein, and (iv) otherwise use all reasonable efforts to cause the Closing to occur
“ as soon as possible; provided that, notwithstanding the foregoing, no party shall have any
obligation under such provisions to pay any cash amounts to Governmental Authorities other
than filing fees.
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5.5  Further Acts and Assurances. Atanytimeandfromﬁmetotimeatanda.ﬁenhe
" Closing, upon request of a party, each other party shall do, execute, ackmowledge and deliver,
or cause to be done, executed, acknowledged and delivered, such further acts, deeds, powers
of attorney, confirmations and assurances as the requesting party may reasonably request to more
effectively consummate the transactions contemplated, including to more effectively and
completely convey the Transferred Assets to or as directed by the Governing Entity. Each party
shall also furnish, at the reasonable request and sole cost of another party, such information and
documents in its possession or under its control, or which such furnishing party can execute or
cause to be executed, as will enable the requesting party to prosecute any and all petitions,
applications, claims and demands relating to the transactions contemplated hereby.

56 Restricted Assets. The Governing Entity acknowledges that the Restricted Assets
are subject to the Endowment and Grant Restrictions. The Governing Entity will cause the
Allegheny Entities to take such actions after Closing as are reasonably necessary to comply with
the conditions of such Endowment and Grant Restrictions, including but not limited to
establishment and maintenance of tie Endowment and Grant Accounts.

5.7 Costs and Expenses.

(a)  Except as otherwise expressly set forth in this Agreement, all expenses of
the preparation of this Agreement and of the consummation of the transactions contemplated
hereby, including counsel, accounting, ‘brokerage and investment advisor fees'and disburserbents,
shall be borne by the respective party incurring such expense, whether or not such transactions
are consummated.

(®)  The Governing Entity shall pay the cost of environmental, engineering and
other professional studies undertaken by the Governing Entity.

5.8 Covered Rejected Agreements. Schedule 5.8 lists all physician agreements and
leases (the "Covered Rejected Agreements”) that (i) as of April 20, 1999 had not been subject
to a motion to reject filed by the Estates, and (ii) are included in schedules of Rejected AUHS
Physician Agreements listed on Schedule 3.10(b}R), Rejected AUHS Leases listed on Schedule
3.3()(R) or Schedule 3.5(c)(R), Rejected AUMP Physician Agreements listed on Schedule
3.10(2)(R) and/or Rejected AUMP Leases listed on Schedule 3.3(b)(R) or Schedule 3.5(b)(R).
Service and maintenance agreements associated with physician agreements and leases that are
Covered Rejected Agreements shall also be deemed to constitute Covered Rejected Agreements.
The Estates shali promptly, and in any event within thirty days (30) after the date of this
Settlement Agreement, file a motion with the Bankruptcy Court to reject each Covered Rejected
Agreement, and the Covered Rejected Agreement shall nmot constimte an Assigned AUHS
Personal Property Lease, Assigned AUHS Physician Agreement, Assigned AUHS Real Property
Lease, Assigned AUMP Personal Property Lease, Assigned AUMP Physician Agreement or
Assigned AUMP Real Property Lease for any purpose hereof. Between the date hereof and the
Closing Date, the Governing Entity shall be permitted by notice given to the Trustee to
supplement and add to the Schedules of Covered Rejected Agreements, provided that no such
additions shall decrease the mumber of physicians listed on Schedule 3.10(2)(A) (Assigned
AUMP Physician Agreements) or on Schedule 3.10(b)(A) (Assigned AUHS Physician
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Agreements, by more than 10% by number of physicians (in each case as compared to such
schedules as of the date hereof). In addition, if after the date hereof either the Governing Entity
or the Transferring Parties identifies personal property leases to which AUHS is a party and that
are listed on neither Schedule 3.3(c)(A) or 3.3(c)(R), then upon such identification, the
Governing Entity shall give notice of whether it elects to treat such personal property leases as
being included in Schedule 3.3(c)(A) or 3.3(c)(R). Upon the giving of any such notice described
in this Section 5.8 which adds to a schedule of rejected agreements or leases, (i) the Estates shall
promptly, and in any event within 30 days after the giving of such notice, file a motion to reject
the applicable agreement or lease and thereafter use all reasonable efforts to cause such rejection
to become final, (ii) the applicable agreement or lease so added to such Schedule shall be
deemed to constitute a part of such Schedule for all purposes hereof, (iii) the applicable
agreement or lease shall not constitute an Assigned AUHS Personal Property Lease, Assigned
AUHS Physician Agreement, Assigned AUHS Real Property Lease, Assigned AUMP Personal
Property Lease, Assigned AUMP Physician Agreement or Assigned AUMP Real Property Lease
for any purpose hereof, (iv) such agreements shall constitute Covered Rejected Agreements.

5.9  Payment in Respect of Covered Rejected Agreements. When the Final Unsecured
Payment Percentage has been determined for a given Estate, the Trustee on behalf of such Estate
shall give notice to the Governing Entity of the foliowing (in each case without taking into
consideration the payments required to be made by the Governing Entity under this Section 5.9):
(i) the aggregate amount of payments such Estate would be required to make under the Covered

- -Rejected- Agreements; - (ii)-the -portion -of -the -amount described ‘in claus¢ (i) that is properly
classifiable as an unsecured claim against such Estate (the "Covered Unsecured Claim Amount™);
(iii) the portion of the amount described in clause (i) that constitutes an administrative claim
against such Estate (the "Covered Administrative Claim Amount”); and (iv) the portion of the
"amount described in clause (i) that constitutes a priory claim against such Estate (the "Covered
Priority Claim Amount™). The Governing Entity Accountant shall have thirty (30) days to
review the report reflected in such notice, and shall during such thirty (30) day period have
access to the books and records of such Estate that are necessary to analyze and verify the
figures and amounts reflected in such report. If the Governing Entity Accountant does not agree
with the calculation or classification of any amounts reflected in such report, any such
disagreements shall be referred to the Arbiter for resolution. The Arbiter shall resolve any such
disagreements within a further period of thirty (30) days, and any such resolution shatl be final,
conclusive and binding upon the parties hereto. If the Governing Entity Accountant does not
disagree with the calculations and classifications reflected in such report, or in the event of any
such disagreements upon the resolution thereof by the Arbiter, within five (5) days after the
thirtieth day following the giving of such notice of such report (or within five (5) days after the
resolution of such disagreements by the Arbiter as applicable), the Governing Entity shall pay
or cause to be paid to the Trustee on behalf of such Estate an amount equal to the sum of (i) the
product of (x) 50% times (y) the Final Unsecured Payment Percentage applicable to such Estate
times (z) the Covered Unsecured Claim Amount, and (ii) the product of (x) 50% times (y) the
sum of Covered Administrative Claim Amount and the Covered Priority Claim Amount for such
Estate.

5.10 Payment of Direct Costs. From and after the date hereof the Allegheny Entities
shall promptly pay to the applicable Transferring Parties, not less frequently than monthly, all
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amounts that represent charges for the direct cost of goods or services porovided by any Person
for the bepefit of any Allegheny Entity, AUHS, AUMP or otherwis= for the benefit of the
Transferred Asset Businesses for periods after March 1, 1999. In no eveent shall any party other
than the Allegheny Entities, including without limitation the Governing Entity, have any liability
for the payment of any obligation described in this Section 5.10.

5.11 Litigation Support. In the event and for so long as any of the Transferring Parties
or their Affiliates, the Trustee or the Unsecured Creditors Committe=e actively is pursuing,
contesting or defending against any action, suit, proceeding, hearing,. investigation, charge,
complaint, claim or demand in connection with any fact, circumsta nce, status, condition,
practice, plan, occurrence, event, incident, action, failure to act, or tr=ansaction involving any
of the Transferring Parties or their Affiliates or the Transferred Asset Businesses, each other
party shall cooperate with him or it and with his or its counsel, and w-ill make, at reasonable
times and on reasonable notice, available their personnel, and provide such testimony and, at
reasonable times and on reasonable notice, access to their books ard records as shall be
necessary in connection with the pursuit, contest or defense, all at the cost and expense of the
pursuing, contesting or defending party.

5.12 Transition Services. At and subject to Closing, AHERF~, the Governing Entity
and certain of the Allegheny Entities shall enter into a transition se=rvices agreement (the
"Transition Services Agreement”) in form and substance satisfactory to &he Transferring Parties
and the Goverming Entity. ‘ T

5.13 Releases and Reconveyance. The Governing Entity willl not and will cause its
Affiliates not to enter into a settlement and release with a party to a Rejeected AUMP Physician
Agreement or a Rejected AUHS Physician Agreement unless the benefit= of such setflement and
release extends to and releases the Transferring Parties from all claims of such party. If within
six months after the Closing the Governing Entity shall not have obtainedll such a release in favor
of the Transferring Parties as to physician party to any Rejected AUMIP Physician Agreement
or Rejected AUHS Physician Agreement, the Governing Entity Physician Organization shall at
the request of the Trustee convey back to the Estates (as directed by thme Trustee) the tangible
personal property utilized directly in the practice of such physician , without warranty or
recourse, for consideration equal to $10.

5.14 Public Announcements. No party, nor any of their Aff"iliates, shall make any
public announcement with respect to this Settlement Agreement, the ASfiliation Agreement or
the transactions contemplated hereby or thereby without making a goo faith effort to consult
with the other parties. )

5.15 RAP Matters. Notwithstanding anything to the contr-ary in this Settlement
Agreement, the obligations of the parties, if any, with respect to the RA Plan and any pension
liabilities arising thereunder or in comnection therewith shall be gowverned by the PBGC
Agreement in the form attached as Exhibit 5.15. The Closing hereundezr shall not occur except
upon the simultaneous closing under the PBGC Agreement, and thes temms of the PBGC
Agreement shall survive the Closing hereunder notwithstanding anythings to the contrary in this
Settlement Agreement.
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6. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE TRANSFERRING
PARTIES

The obligations of the Transferring Parties hereunder are subject to the reasomable
satisfaction of the Transferring Parties that, on or prior to the Closimg Date, the following
conditions have been satisfied, unless waived in writing by the Transferring Parties (it being
understood that, except for the conditions set forth in Section 6.5, which may be waived only
with the consent of the PBGC, and for the condition set forth in Section 6.9(ii), which may not
be waived, each of the following conditions may be deemed to be satisfied or may be waived
only in the sole discretion of the Transferring Parties and neither the Transferring Parties nor
any of their Affiliates shall have any liability or obligation to any other party hereto as a result
of any determination of the Transferring Parties that any such condition has failed to be
satisfied):

6.1 Representati Warranties: Covenants.

(a) The representations and warranties of the Governing Entity contained in
this Agreement shall be true and correct in all material respects on the Closing Date, as if made
on and as of the Closing Date.

L {b)___ _The terms, covenants and agreements to be comp lied with or performed .. ...
by the Govermng Entity and the Allegheny Entities on or before the Closing Date shall have

been complied with and performed, including without limitation the obligations of the Allegheny

Entities pursuant to Section 5.10 and the obligations of the Governing Entity in Section 8.3.

6.2  Adverse Action or Proceeding. No action or proceeding before any Governmental
Authority shall have been instituted or threatened to restrain or prohibit the transactions herein

contemplated and shall continue to be pending, and there shall not be in effect any order
restraining, enjoining or otherwise preventing consummation of the assignment, transfer and
conveyance of the Transferred Assets and the other transactions contemplated hereunder.

6.3  Pre-Closing Confirmations. An order of the Bankruptcy: Court authorizing the -
consummation of the transactions contemplated hereby shall have been emtered that is reasonably
satisfactory to the Transferring Parties, and such order shall have fixed the level of Cure Costs
in accordance with Schedule 7.7(c) or otherwise in a manner satisfactory to the Transferring
Parties. The Transferring Parties shall have obtained documentation or other evidence
reasonably satisfactory to the Transferring Parties that (i) the Transferring Parties, the Aliegheny
Entities and the Governing Entity have received or will receive the other approvals,
authorizations and clearances of Governmental Authorities and other Pexsons required of them
or advisable in the judgment of the Transferring Parties or the Trustee or the Unsecured
Creditors Committee to consummate the transactions contemplated hereby, the failure to receive
which would violate the provisions of applicable law or expose any Transferring Party or the
Governing Entity or any Allegheny Entity to any material liability; and (ii) all applicable waiting
periods under the HSR Act have expired.
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6.4  Deliveries at Closing. The Governing Entity, West Penn and the Allegheny
Entities and AUH-West shall have delivered to the Transferring Parties or the Trustee, as
applicable, in form reasonably acceptable to the Transferring Parties, the Trustee and the
Unsecured Creditors Committee, ail agreements, instruments, certificates or other documents
required to be executed by the Governing Entity, West Penn or any Allegheny Entity or AUH-
West pursuant to this Settlement Agreement.

6.5 PBGC_Agreement. The parties to the PBGC Agreement other than the -
Transferring Parties shall have executed and delivered the PBGC Agreement in the form of
Exhibit 5.15.

6.6 AUH-West. The corporate entity and unsatisfied liabilities of AUH-West shall
have been dealt with in a manner satisfactory to the Transferring Parties, and AUH-West shall
have delivered to and for the benefit of the Transferring Parties a release having the same effect
as the release attached hereto as Exhibit 2.8(a).

6.7 No Adverse Effect on D&O Insurance. The Transferring Parties, the Trustee and
the Unsecured Creditors Committee shall be satisfied that the performance of this Setilement
Agreement or the Affiliation Agreement, or any of the transactions contemplated hereby or
thereby, including without limitation the execution and delivery of stipulations and releases by
any of the "Releasing Parties” as contemplated by Exhibit 2.1(ii) or Exhibit 2.8(a), shall not

adversely affect the rights of the Transferring Parties, or any of them, the Trustee or the
Unsecured Creditors Committee, or any of their respective Affiliates, under or in respect of any
policy of insurance for claims that might be made against any Person in his capacity as a current
or former director, officer, trustee, employee, agent or representative of any Transferring Party
or their respective Affiliates.

6.8  West Penn Guarantee. West Penn shall have delivered to the Trustee on behalf
of the Transferring Parties a guarantee, in form and substance reasonably satisfactory to the
Trustee (including customary representations and warranties reasonably satisfactory to the
Trustee), of the obligations of the Governing Entity under Section 5.9 and Section 5.13 and of
the obligations of the Governing Entity Physician Organization pursuant to the Physician Entity
Management and License Agreement, the Trustee shall have received the opinjon of counsel to
West Penn with respect to matters corresponding to those reflected in Schedule 8.3, and the
Transferring Parties shall be satisfied in their discretion with the creditworthiness of West Penn.

6.9 Legal Matters. All legal matters affecting the transactions contemplated hereby
shall be reasonably satisfactory to the Trustee, the Transferring Parties and the Unsecured
Creditors Committee. Without limiting the generality of the foregoing, the Trustee, the
Transferring Parties and the Unsecured Creditors Committee shall be reasonably satisfied that
(i) the Attorney General of the Commonwealth of Pennsylvania shall have approved the terms
of this Settlement Agreement, (ii) the approval of the Orphans’ Court of the transfer of the
Transferred Endowments and the other transactions contemplated hereby and by the Affiliation
Agreement shall have been obtained, and (iii) that none of the Trustee, the Transferring Parties
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and the Unsecured Creditors Committee will have any legal or equitable responsibility (statutory,
in equity or at common law) for any of the Assumed Liabilities or any liabilities, debts or
obligations of the Allegheny Entities. ’

6.10 Payment of Direct Costs. As of the Closing Date, the Allegheny Entities shall
have paid to the applicable Transferring Parties all amounts that represent charges for the direct
costs of goods or services provided by or for the account of any Transferring Party for the
benefit of any Allegheny Entity, AUHS, AUMP or otherwise for the benefit of the Transferred
Assets Businesses for periods after March 1, 1999.

6.11 Physician Entity Management and License Agreement. The Governing Entity
Physician Organization shall have entered into an agreement (the "Physician Entity Management
and License Agreement”), dated as of the Closing Date, in form and substance satisfactory to
the Transferring Parties, pursuant to which (a) for the period between the Closing Date and the
Credentialling Date, the Governing Entity Physician Organization agrees (i) to manage and
administer, without compensation, the business of AUHS carried on through the Assigned AUHS
Physician Agreements and the business of AUMP carried on through the Assigned AUMP
Physician Agreements (including licensed physician extenders currenfly employed by AUHS or
AUMP, the "Physician Practice Business"), (ii) to pay to AUHS or AUMP, as appropriate,
when and as incurred, and on a basis such that AUHS and AUMP are not out-of-pocket, the cost

___.of the fulfillment of the obligations.of AUHS under. and -in.respect-of the.Assigned. AUHS. - --
Physician Agreements and of AUMP under and in respect of the Assigned AUMP Physician
Agreements, (jii) to grant to AUHS a license permitting the physicians who are parties to the
Assigned Physician Agreements to occupy the premises governed by the Assigned AUHS Real
Property Leases and to grant to AUMP a license permitting the physicians who are parties to
the Assigned AUMP Physician Agreements to occupy the premises covered by the Assigned
AUMP Real Property Leases, all without any considerations, and (iv) to bear and hold AUHS
and AUMP harmless from and against all risk of the conduct of the Physician Practice Business,
provided that AUHS and AUMP comply with their obligations under the Physician Entity
Management and License Agreement (without limiting the generality of the foregoing, it is
understood that such agreement shall provide that, if the Governing Entity Physician
Organization fails to fund on or prior to the due date any amount due froon AUHS under or in
respect of the Assigned AUHS Physician Agreements or any amount due from AUMP under or
in respect of the Assigned AUMP Physician Agreements of which the Governing Entity
Physician Organization has actual knowledge, then AUHS or AUMP, as applicable, shall be
entitled to terminate the Assigned AUHS Physician Agreements or the Assigned AUMP
Physician Agreements, as applicable, and the Governing Entity Physician Organization shall
indemnify and hold harmiess AUHS and AUMP from and against any and all Hability, cost,
expense or damage arising out of or relating to such termination), and (b) AUHS and AUMP
agree (i) for the period between the Closing Date and the Credentialling Date, to authorize the
Governing Entity Physician Organization to manage and administer, and to delegate to the
Governing Entity Physician Organization the full discretion to manage and administer, to the full
extent permitted by applicable law, the Physician Practice Business, (ii) for the period between
the Closing Date and the Credentialling Date, to take all steps necessary on their respective parts
to facilitate and implement such management and administration, and (iii) on the Credentialling
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Date to transfer, assign and convey without representation Or warranty and without recourse, all
of their right, title and interest in and to the accounts receivable generated through the conduct
of the Physician Practice Business during the period between the Closing Date and the
Credentialling Date.

6.12 Transition Services Agreement. The Governing Entity shall have entered into the
Transition Services Agreement, dated as of the Closing Date, in form and substance satisfactory
to the Transferring Parties, for the provision of real estate, accounting and information services
for a period of time after the Closing Date.

6.13 Covenant Regarding Suits. The Governing Entity shall have entered into a
mutually acceptable covenant against lawsuits against former directors and officers of the
Transferring Parties.

7. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE GOVERNING ENTITY

The obligations of the Governing Entity hereunder are subject to the reasonable
satisfaction of the Governing Entity on or prior to the Closing Date, that the following conditions
have been satisfied, unless waived in writing by the Governing Entity (it being understood that,
except for the conditions set forth in Section 7.12, which may be waived only with the consent
of the PBGC, and for the condition set forth in Section 7.11(ii), which may not be waived, each

__of the following conditions may be deemed to be satisfied or may be waived only in the sole

discretion of the Governing Entity, and that such conditions may fail of satisfaction as a result
of a determination by Highmark that such conditions have not been met; neither the Governing
Entity, Highmark or any of their Affiliates shail bave any liability or obligation to any other

party hereto as a result of any determination of the Governing Entity or Highmark that any such
condition has failed to be satisfied):

7.1  Representations and Warranties; Covenants.

{a) The representations and warranties of the Transferring Parties contained
in this Agreement shall be true and correct in all material respects on and as of the Closing
Date, as if made on such date, except to the extent that the failure of such representations and
warranties (individually or in the aggregate) to be true and correct in all material respects would
pot materially interfere with the transfer and conveyance of the Transferred Assets to or as
directed by the Governing Eatity, and would not increase the Assumed Balance Sheet Liabilities
beyond the level reflected on the AUHS/AUMP Balance Sheet by an amount in excess of
$1,500,000.

®) The terms, covenants and agreements to be complied with or performed
by the Transferring Parties on or before the Closing Date shall have been complied with and
performed in all material respects, including without limitation the obligations of the
Transferring Parties in Section 8.2.

7.2  Adverse Action or P_rxeed;gg . No action or proceeding by any Governmental
Authority shall have been instituted seeking to restrain or prohibit the transactions herein
contemplated and shall continue to be pending, and there shall not be in effect any order
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restraining, enjoining or otherwise preventing consummation of the transfer of the Transferred
Assets or the other tansactions contemplated hereunder.

7.3 Pre-Closing Confirmations. The Governing Entity shall bave obtained
documentation or other evidence reasonably satisfactory to the Governing Entity that (i) the
Transferring Parties and the Governing Entity have received or will receive all approvals,
authorizations and clearances of Governmental Authorities and other Persons required of them
or advisable in the judgment of the Governing Entity to consummate the transactions
contemplated hereby, the failure to receive which would violate the provisions of applicable law
or expose any Transferring Party or the Governing Entity to any material liability, including
without limitation consents of the Governing Entity's governing bodies and consents of third
parties required or deemed advisable by the Governing Entity in order for the Governing Entity
to consummate the transactions contemplated hereby, including without limitation the consents
of the holders of the long term indebtedness of The Western Pennsylvania Healthcare System,
Inc. and its Affiliates; and (ii) all applicable waiting periods under the HSR Act have expired.
Without limiting the generality of the foregoing, an order of the Bankruptcy Court shall have
been obtained with respect to the transactions contemplated hereby and by the Affiliation
Agreement, the terms of which and the procedures for entry of which are satisfactory to the
Govemning Entity and that, inter alia, does not by its terms allocate to the Allegheny Entities or
the Governing Entity any responsibility- for the payment of professional fees, and such order
shall have become final and not be subject to a pending appeal.

" "7.4 Deliveries at Closing. The Transferring Parties shall have delivered to the
Governing Entity, in form reasonably acceptable to the Governing Entity, all agreements,
instruments, certificates or other documents required to be executed by any Transferring Party

pursuant to this Agreement.

7.5  Affiliation Agreement. The transactions contemplated by the Affiliation
Agreement shall have been consummated in all material respects in accordance with the terms
and conditions of the Affiliation Agreement, a true, correct and complete copy of which as of
the date hereof is attached hereto as Exhibit 7.5. It is acknowledged and agreed that, except
for the conditions set forth in Section 7.7(a) of the Affiliation Agreement, which may be waived
only with the consent of the PBGC, the conditions set forth in Article 7 of the Affiliation
Agreement to the obligations of West Penn and the Governing Entity under the Affiliation
Agreement may be deemed to be satisfied or may be waived in the sole discretion of the
Governing Entity, and that such conditions may fail of reasonable satisfaction as a result of a
determination by Highmark that such conditions have not been met. Neither the Governing
Entity, Highmark nor any of their Affiliates shall have any liability or obligation to any other
party hereto if the transactions contemplated by the Affiliation Agreement fail to close as a result
of any determination of the Governing Entity or Highmark that any such condition has failed to
be satisfied.

7.6 Release. AUH-West shall have delivered a release in favor of the Governing

Entity, West Penn and the Allegheny Entities in form and substance satisfactory to the
Governing Entity.
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7.7  Absence of Accrued Deficits. The Governing Entity shall be reasonably satisfied
that there are no obligations that are due and owing and that remain unpaid under the Assigned
Contracts or the Transferred Grant Agreememts other than (i) Assumed Liabilities, (if) Cure
Costs that are fully and accurately described on Schedule 7.7(c}, (iii) to the extent permitted by
the express terms hereof, obligations that are accruing in respect of the month in which the
Closing Date occurs and that are not overdue and (vi) in the case of the Assigned AUHS
Physician Agreements and the Assigned AUMP Physician Agreements, accrued amounts for
incentive and bomus compensation for fiscal years 1998 and 1999 that are not in excess of the
amounts reflected on Schedule 7.7(a) and Schedule 7.7(b), respectively. The order of the
Bankruptcy Court described in Section 7.3 shall have fixed the level of Cure Costs in
accordance with Schedule 7.7(c) or otherwise in a manner satisfactory to the Governing Entity.

7.8  Transferred Endowments. The Governing Entity shall be reasonably satisfied that,
effective as of the Closing Date, the Transferring Parties, and the Trustee, for himself and on
behalf of the AHERF Estate, shall have assigned, set over, transferred and conveyed to AGH
or AUMC or as otherwise directed by the Governing Entity, gratitously and without any
consideration whatsoever, free and clear of liens, claims and Encumbrances, by an instrument
satisfactory to the Governing Entity, all of the right, title and interest of the Transferring Parties
and AHERF in and to the Transferred Endowments.

7.9  Physician Entity Management and License Agreement. AUHS and AUMP shall
. _ . _ ..._have_entered.into.the. Physician Entity- Management and-License Agreement in form and

substance satisfactory to the Governing Entity.

7.10 Transition Services Agreement. The Transferring Parties shall have entered into
a Transition Services Agreement in form and substance satisfactory to the Governing Entity.

7.11 Legal Matters. All legal matters affecting the transactions contemplated hereby
shall be reasonably satisfactory to the Governing Entity. Without limiting the generality of the
foregoing, the Governing Entity shall be reasonably satisfied that (i) the Attorney General of the
Commonwealth of Pennsylvania shall have approved the terms of this Settlement Agreement,
(ii) the approval of the Orphans’ Court of the transfer of the Transferred Endowments, the
confirmation of the legal title to the Confirmed Endowments and the other transactions
contemplated hereby and by the Affiliation Agreement shall have been obtained, and (iii) none
of the Governing Entity or any of the Allegheny Entities will have any legal or equitable
responsibility (statutory, in equity or at common law) for any of the liabilities, debts or
obligations of the Transferring Parties other than the Assumed Liabilities.

7.12 PBGC Agreement. The parties to the PBGC Agreement other than the Governing
Entity shall have executed and delivered the PBGC Agreement in the form of Exhibit 5.15.

7.13 Covenant Regarding Suits. The Governing Entity and the Transferring Parties
shall have mutually agreed upon the terms of the covenant contemplated by Section 6.13.
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8. CLOSING: TERMINATION OF AGREEMENT

8.1  Closing. Consummation of the transactions contemplated by and described in this
Agreement (the "Closing") shall take place at the offices of AGH at 10:00 a.m. on the first
business day following reasonable satisfaction or waiver of the conditi ons set forth in Articles
6 and 7, or at such time or place as the parties may mutially agree. Wnless otherwise agreed
in writing by the parties at Closing, the Closing shall be effective for accounting purposes as of
12:01 A.M. on the day following the Closing Date.

8.2  Action of the Transferring Partjes at Closing. At the Clos ing and unless otherwise
waived in writing by the Governing Entity, the Transferring Partiess shall deliver to or as
directed by the Governing Entity:

(a) an instrument of approval executed by the Trustee as contemplated by
Section 2.1(iv), and copies of such other documentation as is custondary and appropriate to
authorize and approve the execution and delivery of this Agreement arad the consummation of
the transactions contemplated bereby;

(b)  centificates of the duly authorized President, Vice President or other
appropriate officer of each Transferring Party certifying that the representations and warranties
of such Transferring Party contained in this Agreement are true and correct in all material
respects on and as of the Closing Date, and that each and all of the terms, covenants and
agreements to be complied with or performed by such Transferring “Party on or before the
Closing Date have been complied with and performed;

(c) the opinion dated the Closing Date of counsel] to the Trustee with respect
to the matters set forth on Schedule 8.2;

(d)  physical possession of the Conveyed AUMP IReal Property and the
premises covered by the Assigned AHERF Real Property Leases, the Assigned AUHS Real
Property Leases and the Assigned AUMP- Real Property Leases; and

(e) possession of all tangible assets that are included i the Transferred Assets
and are not located at the premises described in Section 8.2(d).

8.3  Action of the Governing Entity at Closing. At the Closirag and unless otherwise
waived in writing by the Transferring Parties, the Governing Enticy shall deliver to the
Transferring Parties:

(a) copies of resolutions duly adopted by the board of " trustees or directors of
the Governing Entity authorizing and approving the Governing Entity’s execution and delivery
of this Agreement and the transactions contemplated hereby, certified a=s true and in full force
and effect as of the Closing Date by an appropriate officer of the Gove-rning Entity;
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(b) certificates of the duly authorized President or a Vice President or other
appropriate officer of the Governing Entity certifying that the representations and warranties of
the Governing Entity contained in this Agreement are true and correct in all material respects
on and as of the Closing Date, and that each and all of the terms, covenants and agreements to
be complied with or performed by the Governing Entity on or before the Closing Date have been
complied with and performed; and

(c) the opinion dated the Closing Date of counsel to the Governing Entity with
respect to the matters set forth on Schedule 8.3.

8.4  Termination Prior to Closing.

(@)  Notwithstanding anything herein to the contrary, this Agreement may be
terminated, and the transactions contemplated by this Agreement abandoned, upon notice by the
terminating party to the other parties:

()] at any time before the Closing, by nmutual consent of the Governing
Entity on the one hand, and the Transferring Parties, the Trustee and the Unsecured
Creditors Committee on the other hand;

(i) by the Governing Entity on the one hand,_or. the Transferring.
T "7 "Parties, the Trustee or the Unsecured Creditors Committee on the other hand, if a court
of competent jurisdiction or other Governmental Authority shall have issued a
nonappealable final order, decree or ruling or taken any other action, in each case having
the effect of permanently restraining, enjoining or otherwise prohibiting consummation

of the transactions contempiated by this Agreement;

(iii)  at any time before the Closing, by the Governing Entity on the one
hand, or the Transferning Parties, the Trustee or the Unsecured Creditors Committee, on
the other hand, in the event of material breach of this Agreement by the other (non-
terminating) party or if the reasonable satisfaction of amy condition to such party’s
obligations under this Agreement becomes impossible or impracticable with the use of
all reasonable efforts and the failure of such condition to be satisfied is not caused by a
breach by the terminating party (it being understood that no investigation or state of
knowledge on the part of the Governing Entity or the Allegheny Entities, and no consent
or approval that may be granted by the Governing Entity pursuant to Section 5.2 or
otherwise, shall be deemed to cause a failure of the conditions expressed in Section 7.1);
or

(iv)  atany time after July 31, 1999, by the Governing Entity on the one
hand or the Transferring Parties, the Trustee or the Unsecured Creditors Committee, on

the other hand, if the transactions contemplated by this Agreement have not been
consummated on or before such date.
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®) (1)  If this Agrecment is validly terminated pursuant to this Section 8.4,
this Agreement will be null and void, and, except as provided in Section 8.4(b)(3), there will
be no liability on the part of any party (or any of their respective officers, directors, trustees,
employees, agents, consultants or other representatives).

(2) [Reserved.]

(3)  If this Agreement is terminated pursuant to Section 8.4(a) and the
basis for such termination is attributable to the breach by the Governing Entity of its
representations, warranties, covenants or agreements hereunder, or if this Agreement is
terminated by the Governing Entity because the closing under the Highmark Loan Agreement
(as such term is defined in the Affiliation Agreement) does not occur, the Deposit Escrow
Amount shall be forfeited to the Transferring Parties. Any such forfeiture shall constitute the
sole remedy of the Transferring Parties in respect of any such breach.

8.5 Remedies. Except as provided in Section 8.4(b)(3), none of the parties hereto
shail have any liability or obiigation hereunder to the other parties hereto if this Agreement is
terminated prior to the Closing for any reason whatsoever. The Governing Entity acknowledges
and agrees that:

(i) the Transferring Parties do not have possession or control in all respects
of the Transferred-Assets or-the-operations of the Transferred Ass&t Biisinesses, or the o
books and records with respect thereto, and the Allegheny Entities control in some
respects the Transferred Assets and the operations of the Transferred Asset Businesses
and the books and records with respect thereto;

(ii) the representations and warranties of the Transferred Parties in this
Settlement Agreement are based solely on the actual knowledge, without investigation,
of the persons listed in Schedule 1.2 after review of such representations and warranties
and the Schedules to this Settlement Agreement, which Schedules have been prepared by
the Governing Entity and/or the Allegheny Entities based upon their knowledge and their
due diligence review of the Transferred Assets and the Transferred Asset Businesses:;

(iii)  the representations and warranties made by the Transferring Parties under
this Settlement Agreement are, except where qualified by knowledge of the Transferring
Parties, made on an unqualified basis solely for the purposes of the condition to Closing
described in Section 7.1(a); )

(iv)  the covenants of the Transferring Parties made in Section 5.1 and 5.2 are
made for the purpose of the condition to Closing described in Section 7.1(b) and in no
event shall any Transferring Party, the Trustee or the Unsecured Creditors Committee
or any member thereof have any liability as the result of any action: or failure to act by

any Allegheny Entity;

(v)  inno event shall the Trustee or the Unsecured Creditors Committes or any
member thereof, or any of their respective consultants or professional advisors, or any
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director, officer, employee, advisor, consultant or advisor of any of the Transferring
Parties, have any personal liability as the result of the breach of amy representation,
warranty or covenant of the Transferring Parties under this Settlement Agreement;

(vi) the knowledge of management of the Transferring Parties and the
Allegheny Entities shall not be imputed to the Trustee or the Estates; and

(vii) if the Governing Entity shall materially breach its obligations hereunder
and this Settlement Agreement shall be terminated pursuant to Section 8.4(a)(iii), the
Transferring Parties shall be entitled to receive the Deposit Escrow Amount as
conternplated by Section 8.4(b)(3) as the sole remedy of the Transferring Parties in
respect of such breach.

Each Transferring Party agrees that the costs and expenses of any Transferring Party arising out
of or related to its obligations under this Agreement shall constitute actual, necessary costs and
expenses of preserving the Estates, allowable as 2 cost of administration of the Estate under
Section 503(b) of the Bankruptcy Code, and entitled to priority under Section 507(a)(1) of the
Bankruptcy Code, and hereby consents to the entry by the Court of an order approving the
provisions of this Settlement Agreement, including without limitation the provisions of this
Sectlon 8.5.

8.6 ction of the Allegheny Entities at Closing. At the Closing and unless otherwise
waived in writing by the Transferring Parties, each of the Allegheny Entities and AUH-West
shail deliver to the Transferring Parties:

(a)  copies of resolutions duly adopted by the board of trustees or directors of
the such entity authorizing and approving such entity’s execution and delivery of this Agreement -
by such entity and the transactions contemplated hereby, certified as true and in full force and
effect as of the Closing Date by an appropriate officer of such entity;

) certificates of the duly authorized President or a Vice President or other
appropriate officer of such entity certifying that the represemtations and warranties of the
Allegheny Entities contained in this Agreement are true and correct in all material respects on
- and as of the Closing Date, and that each and all of the terms, covenants- and agreements to be
complied with or performed by such entity on or before the Closmg Date have been complied
with and performed; and

(c) the opinion dated the Closing Date of counsel to such entity with respect
to the matters set forth on Schedule 8.3.

9. [RESERVED.]
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10. GENERAL

10.1 Non-Survival of Representations, Warranties and Agreements. None of the
representations, warranties and agreements in this Agreement or in any other document or
instrument delivered pursuant to this Agreement shall survive the Closing except for (i) the
agreements in Sections 2.9, 2.11, 5.3, 5.5, 5.6, 5.7, 5.8, 5.9, 5.10, 5.11, 5.13, 5.14 and
Article X, and (ii) those other agreements which by their express terms are to be performed after
the Closing, including without limitation the Transition Services Agreement. It is understood
that the stipulations and releases in the forms of Exhibit 2. 1{a)(if) and Exhibit 2.8(a) will survive
the closing. Without limiting the generality of the foregoing, the Governing Entity
acknowledges and agrees that, anything to the contrary herein notwithstanding, should the
Closing occur, then the Transferred Assets shall from and afier the Closing Date be deemed to
have been assigned, transferred and conveyed absolutely "as is" and "where is" and without any
representation or warranty whatsoever on the part of the Transferring Parties. To the extent that
there is any shortfall in the Transferred Endowments, as of the Closing Date neither the
Governing Entity nor any of the Transferring Parties nor any of their respective Affiliates shall
have any responsibility in respect thereof hereunder, except 1o the extent of liabilities that
expressly constitute Assumed Liabilities or Retained Liabilities (as applicable). Notwithstanding
the foregoing, it is acknowledged that the provisions of the PBGC Agreement shall survive the
Closing.

10.2 Tax and Government Reimbursement Program Effect. None of the parties (nor
such parties’ counsel or accountants) has made or is making in this Agreement any
representation to any other party (or such party’s counsel or accountants) concerning any of the
Tax effects or consequences on the other party of the transactions provided for in this Agreement
(provided that nothing in this Section 10.2 shall limit or restrict the representations and
warranties of the Transferring Parties hereunder). Each party represents that it has obtained,
or may obtain, independent Tax advice with respect thereto and upon which it, if so obtained,
has solely relied or will solely rely.

10.3 Consents. Approvals and Discretion. Except as herein expressly provided to the
contrary, whenever this Agreement requires any consent or approval to be given by either party
or either party must or may exercise discretion, such consent or approval shall not be
unreasonably withheld or delayed and such discretion shall be reasonably exercised.

10.4 Choice of lLaw. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth of Pennsylvania without regard to conflicts of
laws rules.

10.5 Benefit; Assignment. This Agreement shall inure to the benefit of and be binding
upon the parties hereto and their respective successors and assigns. No waiver of the conditions
set forth in Sections 6.5 and 7.12 and no amendment of Section 5.15 shall be effective without
the prior written consent of the PBGC, and the PBGC shall be entitled to enforce the provisions
of Section 5.15. No party may assign this Agreement without the prior written consent of the
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other parties. Except from and after the Closing as expressly provided in the guarantee
described in Section 6.8, in no event shall West Penn be liable or responsible for any acts or
omissions of the Governing Entity.

10.6 No Third Party Beneficiary. Except as provided in Section 10.5, the terms and
provisions of this Agreement are intended solely for the benefit of the parties and their respective
successors and permitted assigns, and are not intended to confer third-party beneficiary rights
upon any other Person. Notwithstanding the foregoing, Highmark shall be a third party
beneficiary of the provisions hereof which name Highmark.

10.7 Waiver of Breach, Right or Remedy. The waiver by any party of any breach or
violation by another party of any provision this Agreement or of any right or remedy permitted
the waiving party in this Agreement (i) shall not waive or be construed to waive any subsequent
breach or violation of the same provision, (ii) shall not waive or be construed to waive a breach
or violation of any other provision, and (jii) shall be in writing and may not be presumed or
inferred from any party’s conduct. Except as expressly provided otherwise in this Agreement
no remedy conferred by this Agreement is intended to be exclusive of any other remedy, and
each and every remedy shall be in addition to every other remedy granted in this Agreement or
now or hereaficr existing at law or in equity, by statute or otherwise. The election of any one
or more remedies by a party shall not constitute a waiver of the right to pursue other available
. remedies. In_addition to.any. other.rights and remedies any party may have-at-law or in equity
for breach of this Agreement, each party shall be entitled to seek an injunction to enforce the
provisions of this Agreement.

10.8 Notices. Any notice, demand or communication required, permitted or desired
to be given hereunder shall be deemed effectively given if given in writing (i) on the date
tendered by personal delivery, (ii) on the date received by facsimile or other electronic means
(including telegraph and telex), (iii) the day after tendered for delivery by nationally recognized
overnight courier, or (iv) three days after tendered for delivery by United States mail, with
postage prepaid thereon, certified or registered mail, return receipt requested, in any event
addressed as follows:

If to the Governing Entity:

The Healthcare Alliance for Western Pennsylvania, Inc.
c/o The Western Pennsylvania Healthcare System, Inc.
4800 Friendship Avenue

Pittsburgh, PA 15224

Attn: Jerry J. Fedele, Esq.

Facsimile: (412) 578-1296

00B477/01000/227311.10 - 49

WPAHS-002335



with a copy to:

If to the Transferring Parties or the Trustee:

Kalkines, Arky, Zall & Bernstein LLP

1675 Broadway

New York, N.Y. 10019
Attn: Peter F. Olberg, Esq.
Facsimile: (212) 541-9250

William J. Scharffenberger

Chapter 11 Trustee of Allegheny Health,
Education and Research Foundation
D.L. Clark Building, 2nd Floor

503 Martindale Street
Pitusburgh, PA 15212
Facsimile: (412) 442-7550

with a copy to:

Alan B. Hyman, Esq.
Proskauer, Rose

1585 Broadway

New York, NY 10036-8299
Facsimile: (212) 969-2900

with a copy to:

David G. Heiman, Esq.
Jones, Day, Reavis & Pogue
North Point

901 Lakeside Avenue
Cleveland, OH 44114
Facsimile: (216) 586-7975

If to the Unsecured Creditors Committee:

O0R4771000/227321.10

David G. Heiman, Esq.
Jones, Day, Reavis & Pogue
North Point

901 Lakeside Avenue
Cleveland, OH 44114
Facsimile: (216) 586-7975
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with a copy to:

Alan B. Hyman, Esqg.
Proskauer, Rose

1585 Broadway

New York, NY 10036-8299
Facsimile: (212) 969-2900

or to such other address or number, and to the attention of such other Person, as a given party
may designate at any time in writing in conformity with this Section.

10.9 Severability. If any provision of this Agreement, the Affiliation Agreement or
the PBGC Agreement is held or determined to be illegal, invalid or unenforceable under any
law, and if the rights or obligations of any party under this Agreement will not, in the sole
discretion of each of the Governing Entity and the Transferring Parties, be matcrially and
adversely affected thereby: (a) such provision will be fully severable; (b) this Agreement will
be construed and enforced as if such illegal, invalid or unenforceable provision had never
comprised a part hereof; (c) the remaining provisions of this Agreement will remain in full force
and effect and will not be affected by the illegal, invalid or unenforceable provision or by its
" severance herefrom; and (d) in lieu of such illegal, invalid or unenforceable provision, there will
“be added_automatically as a part of this agreement a legal, valid and enforceable provision as

_similar in terms to such illegal, invalid or unenforceable provision as may be possible.

10.10 Entire Agreement; Amendment. This Agreement supersedes the Letter of Intent
(except for the provisions of Section 4 thereof as to confidentiality, which shall continue to bind
the parties thereto) and all previous contracts, agreements and understandings and constitutes the
entire agreement of whatsoever kind or nature existing between or among the parties
representing the within subject marter and no party shall be entitled to benefits other than those
specified herein and in paragraph 4 of the Letter of Intent. The parties intend that this
Agreement, the PBGC Agreement, the Transition Services Agreement, and the stipulations and
releases contemplated to be delivered at Closing by Article II be treated as a single integrated
transaction and are in effect a single transaction, and the PBGC Agreement, the Transition
Services Agreement and such releases are incorporated by reference herein. This Agreement
may be executed in two or more counterparts, each and all of which shall be deemed an original
and all of which together shall constitute but one and the same instrument. This Agreement may
not be amended except in a written instrument executed by the parties. This Agreement shall
not be effective until it has been executed and delivered by all parties hereto. The transmission
of a facsimile of a signature of a party on the signature page of this Agreement shall have the
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AFFILIATION AGREEMENT

BY AND AMONG

ALLEGHENY UNIVERSITY HOSPITALS - WEST,
ALLEGHENY GENERAL HOSPITAL,
ALLEGHENY UNIVERSITY MEDICAL CENTERS,

AUMC - CANONSBURG,

ALLEGHENY SINGER RESEARCH INSTITUTE;
AND

THE HEALTHCARE AILLIANCE FOR WESTERN PENNSYLVANIA, INC.

Dated as of June 30, 1999
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AFFILIATION AGREEMENT

This Affiliation Agreement (“Agreement”) is made and entered into as of this 30th day
of June, 1999, by and among Allegheny University Hospitals-West, a Pennsylvania non-profit
corporation (“AUH West"), Allegheny General Hospital, a Pennsylvania non-profit corporation
(“AGH™), Allegheny University Medical Centers, a Pennsylvania non-profit corporation
(*“AUMC"), AUMC-Canonsburg, a Pennsylvania non-profit corporation
(“AUMC-Canonsburg”) and Allegheny Singer Research Institute, a Pennsylvania non-profit
corporation (“ASRI” and, together with AGH, AUMC and AUMC-Canonsburg, collectively,
the “Allegheny Entities”; each an “Allegheny Entity™), on the one hand, and The Healthcare
Alliance for Western Pennsylvania, Inc., a Pennsylvania non-profit corporation (the “Governing
Entity™), on the other hand.

WITNESSETH

WHEREAS, each of AUH-West, the Allegheny Entities and the Governing Entity are
tax exempt charitable organizations which have the common mission of providing quality health
care services and medical education in a charitable and efficient manner; and

WHEREAS, the Allegheny Entities are seeking to preserve their historic and current
mission to provide charitable healthcare in the western Pcnnsy]vania region; and

WHEREAS, the Governing Entity is willing to extend its govermance and fiduciary
- stewardship to include the Allegheny Entities and is willing to commit funds to preserve the
charitable and academic missions of the Allegheny Entities; and

WHEREAS, the Allegheny Entities and the Governing Entity have concluded that an
affiliation with each other provides the best opportunity to enable the Governing Entity and each
Allegheny Emtity to preserve their charitable mission for the benefit of the residents of the
Commonwealth of Pennsylvania.

NOW, THEREFORE, for and in consideration of the mumal covenants contained herein,
and intending to be legally bound hereby, the parties agree as follows.

I DEFINITIONS AND REFERENCES

1.1  DEFINITIONS AND REFERENCES. As used in this Agreement, and unless the
context requires a different meaning, the following terms have the meznings given:

Accreditation Bodies: any Government Authority, or private non-profit organization, that
reviews and, based thereon, licenses or accredits hospitals or other health care facilities,
including without limitation the Department of Health of the Commonwealth of Pennsylvania,

008477/01000/225417.15
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the Joint Commission on Accreditation of Heaithcare Organizations and the American Council
on Graduate Medical Education;

Affiliate: any Person that, directly or indirectly through one or more intermediaries,
controls, is controlled by, or is under common control with another Person, where "control”
includes the power to direct or cause the direction of the management and policies of a Person,
whether through the ownership of securities, the possession of membership authority, election
or appointment of directors, by contract or otherwise;

Affiliated Group: any affiliated group within the meaning of Code Sec. 1504;

Agreement: this Affiliation Agreement and .all Exhibits and Schedules attached hereto
or delivered separately to the Governing Entity as contemplated hereby, as amended,
consolidated, supplemented, novated or replaced by the parties from time to time;

AHERF: Allegheny Health, Education and Research Foundation, a Pennsylvania non-

profit corporation;

AHSPIC: Allegheny Healthcare Providers Insurance Company, a Cayman Islands
company;

Allegheny Entities: AGH, AUMC, AUMC-Canonsburg and ASRJ;

Allegheny Entities” Endowment and Grant Accounts: special accounts administered and

mazintained by the Allegheny Entities with respect to the Endowments and Grants;
Articles: articles of this Agreement;
ASRI: Allegheny Singer Research Institute, a Pennsylvania non-profit corporation;

Assets: all assets, real, personal and mixed, tangible and intangible, owned by the
Allegheny Entities, to be transferred or conveyed by AUH-West pursuant to this Agreement or

Audited Financial Statements: the audited consolidated balance sheets of AGH and
AUMC as of June 30, 1998, and the audited consolidated statements of revenue and expenses,

and audited consolidated statement of cash flows for the fiscal year then ended, together with
the notes thereto and the report thereon of KPMG Peat Marwick LLP, independent certified
public accountants;

AGH: Allegheny General Hospital, a Pennsylvania non-profit coxporation;

ASRI Financial Statements: the audited consolidated batance sheets of ASRI as of June
30, 1998, and the audited consolidated statements of revemue and expenses, and audited
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consolidated statement of cash flows for the fisca] year then ended, together with the notes
thereto and the report thereon of KPMG Peat Marwick LLP, independent certified public
accountants;

AUH-West:  Allegheny University Hospitals-West, a Pennsylvania non-profit
corporation;

AUHS: Allegheny University of the Health Sciences, a Pennsylvania non-profit
corporation;

AUMC: Allegheny University Medical Centers, a Pennsylvania non-profit corporation;

AUMC—Canonsbﬁgg: AUMC-Canonsburg, & Pennsylvania non-profit corporation, the
sole corporate member of which is AUMC; '

AUMP: Allegheny University Medical Practices, a Pennsylvania non-profit corporation;

AUMP/AUHS Balance Sheet: the meaning ascribed to such term in the Globa] AHERF
Settlement Agreement;

Carved-Out Transactions: Any sale of the interest of any Allegheny Entity in Forbes
Metropolitan Hospital or Gateway Health Plan, L.P,;

Closing: defined in Section 8.1;
Closing Date: the date on or as of which the Closing occurs;
Code: the Internal Revenue Code of 1986, as amended;

Contracts: all Commitments, contracts, leases, licenses, agreements and understandings,
written or oral, relating to the Assets or the operation of the Businesses to which AUH-West,
any Allegheny Entity, AUMP or AUHS is a party or by which it or any of the Assets are bound,
including agreements with payers, physicians and other providers, agreements with heaith
maintenance organizations, independent practice associations, preferred provider organizations

and other managed care plans and alternative delivery systems, Grant Agreements, joint venture

and schedules, and agreements with municipalities and labor organizations;

Controlled Group: with Tespect to any Allegheny Entity, a gToup consisting of each trade
or business (whether or not incorporated) which, together with such Allegheny Entity, would
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be deemed a “single employer” within the meaning of section 4001(b)(1) of ERISA or
cubsections (b), (c), (m) or (0) of Section 414 of the Code;

Cost Reports: all cost and other reports filed pursuant to the requirements of the
Government Reimbursement Programs, the Non-Governmental Payor Programs or any Grant
Providers, or any Governmental Authorities not constituting Grant Providers, for payment of
reimbursement of amounts due from them;

Employee Benefit Plan: any (1) nonqualified deferred compensation or retirement plan
or arrangement which is an Employee Pension Benefit Plan, (2) qualified defined contribution
retirement plan or arrangement which is an Employee Pension Benefit Plan (including any
Multiemployer Plan), (3) qualified defined benefit retirement plan or arrangement which is an
Employee Pension Benefit Plan (including any Multiemployer Plan), or (4) Employee Welfare
Benefit Plan or material fringe benefit plan or program that any Allegheny Entity or any member
of the Controlled Group that includes any Allegheny Entity is or has been a sponsor of or party
to, maintains or has maintained or to which it contributes or has contributed (including cmployee
elective deferrals), or is or was required to contribute;

Employee Pension Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(2);
Employee Welfare Benefit Plan: an Employee Benefit Plan defined in ERISA Sec. 3(1);.

Encumbrances: liabilities, levies, claims, charges, assessments, IOTIEAges, security
interests, liens, pledges, conditional sales agreements, title retention contracts, leases, subleases,
rights of first refusal, options to purchase, restrictions and other encumbrances, and agrecments
or commitments to create or suffer any of the foregoing;

Endowment and Grant Accounts: specially created escrow accounts to be administered
by the Governing Entity in accordance with the terms and conditions of the Endowment and
Grant Restrictions and applicable Legal Requirements;

Endowment_and Grant Restrictions: the terms and conditions of the underlying
Endowments, Grants and Grant Agreements and any Legal Requirements associated therewith;

FEndowments: any and all cash or cash equivalents or other property of any kind,
together with the proceeds thereof, that has been contributed or has been committed to be
contributed to the Allegheny Entities or, in the case of the Transferred Endowments, AHERF,
AUHS or AUMP for any purpose whatsoever pursuant to Endowment and Grant Restrictions,
including the Transferred Endowments;

Environmental Claim: any notice by a Person alleging potential liability (including
potential liability for investigatory costs, cleanup costs, Governmenta} Authority response costs,
natural resource damages, property damages, personal injuries, or penalties) arising out of,
based on or resulting from (1) the presence, or release into the environment, of any Materials
of Environmental Concern at any location, whether or not owned by the Allegheny Entities, or
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(2) circumstances forming the basis of any violation, or alleged violation, of any Eavironmental
Laws;

Environmental Laws: any and all Legal Requirements relating to poliution or protection
of human health or the environment (including ground water, land surface or subsurface strata),
including Legal Requirements relating to emissions, discharges, releases or threatened releases
" of Materials of Envirommental Concern, or otherwise relating to the manufacture, processing,
distribution, use, treatment, storage, disposal, transport, recycling, reporting or handling of
Materials of Environmental Concern;

ERISA: the Employee Retirement Income Security Act of 1974, as amended;
ERISA Fiduciary: defined in ERISA Section 3(21); -
Estates: the meaning ascribed to such term in the Global AHERF Settlement Agreement;

Financial Statements: the Audited Financial Statements and the Interim Financial
Statements;

GAAP: generally accepted accounting principles consistently applied.

Global AHERF Settlement Agreement: The Settlement Agreement, by and among the
Allegheny Entities, AUH-West, the Trustee, Allegheny Hospitals-East, Allegheny Hospitals-
Centennial, AUMP, AUHS, the Official Committee of Unsecured Creditors of certain of the
foregoing, and the Governing Entity;

Governing Entity: The Healthcare Alliance for Western Pennsylvania, Inc., a
Pennsylvania non-profit corporation;

Governmental Authorities: all agencies, authorities, bodies, boards, commissions, courts,
instrumentalities, legislatures amd offices of any nature whatsoever of any federal, state, county,
district, municipal, city, foreign or other government or quasi-government unit or political
subdivision, and private arbitration panels or dispute resolution makers;

Government Reimbursement Programs: federal and state Medicare, Medicaid and
CHAMPUS programs, and similar or successor programs with or for the benefit of
Governmental Authorities;

Grant Agreement: a contract with a Grant Provider, the terms and conditions of which
govern the funding of specific activities, including research and education, for the use by or
benefit of one or more of the Allegheny Entities, or AUHS, AUMP or AHERF;

Grant Provider: any Governmental Authority, private non-profit organization or trust,
or other Person providing Grants to the Allegheny Entities, or to AUHS for the use by or benefit
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of one or more of the Allegheny Entities or AUHS, for the conduct of research, education or
other nop-profit or charitable activities;

Grants: any and all grants, honoraria, prizes and any other funds or property of any kind
that have been awarded or otherwise committed to any of the Allegheny Entities or to AUHS,
AUMP or AHERF to be used by the Allegheny Entities for a defined project, research area or
other specified purpose;

Highmark: Highmark Inc., d/b/a Highmark Blue Cross Blue Shield, a Pennsylvania non-
profit corporation;

Highmark Credit Agreement: The credit agreement, entered into or to be entered into
by and between Highmark, the Governing Entity and certain other parties;

Hill-Burton Act: the Public Health Service Act, 42 U.S.C. Section 291, et seq.;
HSR Act: the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended;

Immaterial Contracts: Any Contract that (i) requires the future payment by any
Allegheny Entity of cumulative value of $20,000 or less or the future performance by any
Allegheny Entity. of services having a cumulative value of $20,000 or less,-or-(ii) requires the
future payment by any Alleghemy Entity of cumulative value of $50,000 or less, or the future
performance by any Allegheny Entity of services having a cumulative value of $50,000 or less,
and that is terminable by the respective Allegheny Entity at any time, without cause and without
liability for any termination fee or other similar charge, on the part of the respective Allegheny
Entity upon notice of 90 days or less;

Indebtedness: any and all indebtedness, obligations or liabilities of any Allegheny Entity
for or in respect of: (i) borrowed money, (ii) amounts raised under or liabilities in respect of
any note purchase or acceptance credit facility, (iii) reimbursement obligations under any letter
of credit, currency swap agreement, interest rate swap, cap, collar or floor agreement or other
interest rate management device, (iv) any other transaction (including forward sale or purchase
agreement, capitalized leases and conditional sales agreements) having the commercial effect of
a borrowing of money entered into by any Allegheny Entity (but not including trade payables
and accrued expenses incurred in the ordinary course of business which are not represented by
a promissory note or other evidence of indebtedness); or (v) the obligations of any third party,
pursuant to a guaranty, surety relationship, contractual indemnity or otherwise;

Intellectual Properties: all marks, names (including “Allegheny University Hospitals,”
“ Allegheny University Hospitals - West,” “Allegheny General Hospital,” “AGH,” “Allegheny
University Medical. Centers,” “AUMC,” “AUMC - Canonsburg,” “Canonsburg General
Hospital,” “AUMC - Allegheny Valley,” “Allegheny Valiey Hospital,” "Forbes Hospital,"”
“Forbes Regional” and “Forbes Hospice” and all variations of the foregoing), trademarks,
service marks, patents, patent rights, assumed names, logos; copyrights, trade secrets and similar
intangibles (including variants thereof and applications therefor) used in the Businesses;

008477/01000/225417.15 6

WPAHS-002357



Interim Financia) Statements: the unaudited financial statements of AGH and AUMC for
the four months ended October 31, 1998;

Investment: shares of capital stock of any corporation, interests in partnerships or limited
liability companies, or other equity or debt instruments issued by any Person, other than such
investments that relate to Endowments and Grants or are short-term investments of Unrestricted
Cash, and proceeds from the sale thereof;

IRS: the Internal Revemme Service;

Legal Requirements: with respect to any Person, all statutes, laws (including common
law), ordinances, by-laws, codes, rules, regulations, restrictions, orders, judgments, writs,
injunctions, decrees, permits, concessions, grants, franchises, licenses, determinations or awards
of any Governmental Authority having jurisdiction over such Person or any of such Person’s
assets or businesses;

Letter of Intent: the letter of intent, dated March 1, 1999, by and among the Governing
Entity, the Allegheny Entities, AUH-West, the Trustee of AHERF as trustee and on behalf of
the AHERF Estate, Allegheny Hospitals - East and Allegheny Hospitals, Centennial;

o Management Agreement: . such- management services-agreement as may be entered into

after the date hereof by The Western Pennsylvania Healthcare System, Inc., as management
services provider, on the one hand, and AGH and AUMC as the recipient of such services on
the other hand,

Material Adverse Effect: the meaning ascribed to such term in Section 7.1(a);

Materials_of Environmental Concern: any hazardous or toxic material, substance, or
product or any pollutant or contaminant, whether or not defined as such under any
Environmental Law, including without limitation, any asbestos containing material; petroleum
product, derivative, compound or mixture; polychlorinated byphenyls; radioactive material; Jead-
containing products; and any other substance which is prohibited by applicable law, which may
require removal, remediation, and/or encapsulation by applicable law, or which may require a
permit or special handling in its use, collection, storage, treatment or disposal;

Multiemplover Plan: defined in ERISA section 3(37) or section 4001(a)(3);

Multiple Employer Plan: an Employee Pension Benefit Plan which is not a
Multiemployer Plan and for which a Person who is not a member of a Controlled Group that
includes any Allegheny Entity is or has been a contributing sponsor;

Nop-Governmental Payor Programs: third party payor agreements and payment and
reimbursement programs with a commercial insurer, managed care organization or health

benefits plan, including without limitation such agreements and programs with Highmark Blue
Cross Blue Shield, HealthAmerica or Aema U.S. Healthcare, and any direct employer
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agreements or programs for the payment of the costs of medical services rendered to employees
of such employer, including without limitation the workers’ compensation program for
employees of the City of Pittsburgh;

Other Plan: any Contract, program Of arrangement which provides cash or non-cash
benefits or perquisites to current or former employees of any Allegheny Entity that any
Allegheny Entity or any member of the Controlled Group that includes any Allegheny Entity has
been a sponsor of or, party to, maintains or to which it contributes (including employee elective
deferrals), or is required to contribute, but which is not an Employee Benefit Plan ;

Party: any party to this Agreement, its successors and assigns;

PBGC: the Pension Benefit Guaranty Corporation;

PBGC_Agreement: the agreement by and among the PBGC, the Governing Entity, the
Allegheny Entities, AUH-West, the Trustee and the Estates with respect to the RAP Plan in the
form of Exhibit 5.9 (it being understood that, if such agreement is not executed as of the date
hereof, it will be attached hereto as Exhibit 5.9 when executed and prior to the Closing);

Permitted Personal Property Encumbrances: (i) those Encumbrances described in
" Schedule 3.9,.or.(ii) liens.for 1axes not yet due.and.payable; -- - -

Permitted Real Property Encumbrances: (i) those Encumbrances described in the title
policies referenced on Schedule 3.10, or (ii) liens for taxes not yet due and payable;

Person: any individual, company, body corporate, association, partnership, limited
liability company, firm, joint venture, trust, trustee or Governmental Authority;

Prohibited Transaction: defined in ERISA Sec. 406 and Code Sec. 4975;

RAP Plan: the Retirement Account Plan for Employees of Allegheny Health, Education
and Research Foundation for certain employees of AHEREF or Affiliates;

Real Property: all real property owned or leased by the Allegheny Entities, including
but not limited to the real property described on Schedule 3.10, together with all buildings,
improvements and fixwures thereon and all appurtenances and rights thereto;

Reportable Event: defined in ERISA Sec. 4043,

Restricted Asscts:' all Restricted Cash, Endowments and Grants;

Restricted Cash: all cash and cash equivalents that arc'subject to Endowment and Grant
Restrictions;

Sections: sections of the Agreement;
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Tax: any federal, state, local, foreign or other income (net or gross), unrelated business
income, gross receipts, license, payroll, wage, employment, excise, severance, stamp,
occupation, privilege, premium, windfall profits, environmental (including taxes under Code
Sec. 59A), customs duties, capital, capital stock, franchise, profits, withholding, social security,
unemployment, disability, real property, personal property, intangible, stamp, sales, use,
services, ad valorem, transfer, registration, unclaimed property, value added, alternative or add-
on minimum, estimated or other tax, assessment, charge, levy or fee of any kind whatsoever,
including payments or services in lieu of Taxes, interest or penalties on and additions to all of
the foregoing, which are due or alleged to be due to any Governmental Authority, whether
disputed or not;

Tax_Return: any return, declaration, report, claim for refund, information retun or
statement, including schedules and attachments thereto and amendments, relating to taxes;

Transferred Assets: the meaning ascribed to such term in the Global AHERF Settlement
Agrecincnt,;

Transferred Assets Businesses: the meaning ascribed to such term in the Global AHERF
Settlement Agreement,

... _ Transferred Endowments: . the meaning ascribed to such term in the Global AHERF
Settlement Agreement;

Trapsferred Grants: the meaning ascribed to such term in the Global AHERF Settiement
Agreement;

Trustee: William Scharffenberger as trustee of AHERF and any successor to Mr.
Scharffenberger in such capacity;

Unrestricted Cash: all cash and cash eguivalents, including unrestricted short-term
investments, other than Restricted Cash;

Working Capital Loan Agreement: that certain Working Capital Loan Agreement, dated
as of April 29, 1999, by and between The Western Pennsylvania Hospital, as Lender, and AGH,
as Borrower.

1.2  Certain References. As used in this Agreement, and unless the context requires
otherwise:

(a)  references to “include” or “including” mean including without limitation;

(b)  references to “partners” include general and limited partners of
partnerships and members of limited liability companies;
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(c)  references to “partnerships” include general and limited partnerships, joint
ventures and limited liability companies;

(d)  references to “hereof”, “herein” and derivative or similar words refer to
this Agreement;

(e) references to any document are references 1o that document as amended,
consolidated, supplemented, novated or replaced by the parties thereto from time to time;

43) references to any law are references to that law as amended, consolidated,
supplemented or replaced from time to time and all rules and regulations promulgated
thereunder;

(g) references to time are references to Pittsburgh, Pennsylvania time;

()  references in this Agreement to the “knowledge” of the Allegheny Entities
or variants thereof (including “best knowledge™) mean the actual knowledge of each of the
Persons whose names or positions are set forth in Schedule 1.2;

(1 the gender of all words includes the masculine, feminine and neuter, and
_the number of all words includes the-singular -and-plural; and- - - :

() the divisions of this Agreement into articles, sections and subsections and
the use of captions and headings in connection therewith are solely for convenience and shall
have no legal effect in construing the provisions of this Agreement.

1I. AFFILIATION TRANSACTIONS
2.1 Amendment of Agticles and Bylaws.

(a)  Effective as of the Closing Date, in consideration of the Governing Entity’s
service, charitable and financial commitments to the Allegheny Entities, each Allegheny Entity
shall have caused its articles of incorporation to be amended and restated as set forth in
Exhibit 2.1(a) hereto to reflect, inter alia, that the Governing Entity is the sole member of such
Allegheny Entity.

(b)  Effective as of the Closing Date, in consideration of the Governing Entity’s
service, charitable and financial commitments to the Allegheny Entities, each Allegheny Entity
shall have caused its bylaws to be amended and restated as set forth in Exhibit 2.1(b) hereto.

2.2  Consideration: Subject to the terms and conditions hereof, at Closing, the
Governing Entity shall extend to the Allegheny Entities the governance and fiduciary

stewardship, management expertise and support of the Governing Entity in furtherance of the
charitable missions of the Allegheny Entities, and shall make or cause to be made such advances
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under the Highmark Loan Agreement as the Governing Entity shall determine are reasonably
necessary for the preservation of the Allegheny Entities and the orderly conduct of the
Busipesses as of the Closing Date.

2.3  No Assigpment or Assumption with Respect to AUH-West. AUH-West shall not
assign to AGH any Contracts, and AGH shall not assume or be responsible for any liability or
obligation of AUH-West whatsoever, whether fixed or contingent, liquidated or unliquidated,
present or future, all of which are expressly retained by AUH-West.

1. REPRESENTATIONS AND W OF THE ALLEGHENY

Notwithstanding any references in this Article to the “Allegheny Entities”, “any
Allegheny Entity”, “each Allegheny Entity”, or words or phrases of similar import, each of
AUH-West and the Allegheny Entities represents and warrants to the Governing Entity as
foliows. The Governing Entity acknowledges and agrees that (i) the Allegheny Entities and
AUH-West do not have the legal authority to direct the business operations of AUMP and
AUHS, and (ii) the Allegheny Entities and AUH-West do not control or in all respects have
access to the financial books and records of AUMP and AUHS. The representations and
warzanties in this Article Il with respect to AUMP and AUHS are nonetheless made on an
_ .unqualified basis for_purposes -of..the_condition -to-closing-described in Section 7.1(a). In-po -
event will any officer or trustee of any Allegheny Entity or AUH-West have any persopal
responsibility as a result of any breach or default in the following representations or warranties.

3.1  Organization. Each Allegheny Entity is duly organized and validly existing and
subsisting under the laws of the Commonwealth of Pennsylvania. None of the Allegheny
Entities is licensed, qualified or admitted to do business in any jurisdiction other than the
Commonwealth of Pennsylvania and there is no other jurisdiction in which the ownership, use
or leasing of any of the Allegheny Entities’ assets or properties, or the conduct or nature of their
businesses, makes such licensing, qualification or admission necessary.

3.2 Powers; Consents: Absence of Conflicts, Etc. Each Allegheny Entity has the
requisite power and authority to conduct its businesses as now being conducted, to enter into this
Agreement and, subject to the satisfaction of the conditions set forth in Article VI, to perform
its obligations hereunder, and except as described in Schedule 3.2, the execution, delivery and
performance by each Allegheny Entity of this Agreement and, subject to the satisfaction of the
conditions set forth in Article VI, the consummation of the transactions contemplated herein (i)
are within such Allegheny Entity’s corporate powers, (ii) are not in contravention of any Legal
Regquirement or of the terms of its articles or certificate of incorporation, bylaws and other
governing documents, if any, as amended to date (true and correct copies of which have been
delivered to the Governing Entity), (iii) do not conflict with or result in any breach or
contravention of any Contract to which any Allegheny Entity is a party or by which it is bound;
(iv) have been duly authorized by all appropriate corporate action, and (v) do not require the
Allegheny Entities to obtain any consent, license, approval or authorization of, or to make any
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filing with, or provide any notification to, any Governmental Entities that will not be obtained
by the Closing Date.

3.3 Binding Agreement. This Agreement and all instruments and agreements
hereunder to which any Allegheny Entity is or becomes a party are (or upon execution will be)
valid and legally binding obligations of such Allegheny Entity, enforceable against such
Allegheny Entity in accordance with the respective terms hereof or thereof, except as
enforceability may be restricted, limited or delayed by applicable bankruptcy, or other laws
affecting creditors’ rights gencrally and except as enforceability may be subject to general
principles of equity. Pursuant to the Global AHERF Settlement Agreement, the Trustee and the
Estates are acknowledging that the Allegheny Entities are entering into this Agreement.

3.4  Subsidiaries, Investments and Third Party Rights. No Affiliate of any Allegheny
Entity conducts any business that competes with the Businesses, the Allegheny Entities have no
interests in any Persons that conduct any business that competes with the Businesses, the Assets
do not include any Investments, and none of the Allegheny Entities is under any obligation or
requirement to provide funds or make any investment (in the form of a Joan, capital contribution
or otherwise) in any entity or business in an amount that is material. Schedule 3.4 includes a
true, correct and complete list of all Affiliates of the Allegheny Entities in which the Allegheny
Entities or any of them owns an interest or of which the Allegheny Entities or any of them is
a member. -

3.5 Legal and Regulatory Compliance. Each Allegheny Entity 2nd each of AUMP
and AUHS is in compliance with all Legal Requirements, and has timely filed all reports, data
and other information required to be filed with Governmental Authorities. Except as described
on Schedule 3.5, no Allegheny Entity is a subject of any proceeding, audits or investigation by
Governmental Authorities or any other Person.

3.6 Fipancial Staterpents. The Financial Statements fairly present in all material
respects the financial condition and results of operations of AGH and AUMC as of the respective
dates thereof and for the periods therein referred to, all in accordance with GAAP, subject in
the case of the Interim Financial Statements, to normal recurring year-end adjustments and the
absence of notes. The ASRI Financial Statements fairly present in all material respects the
financial condition and results of operations of ASRI as of the date thereof and for the period
then ended in accordance with GAAP except for the absence of footnotes none of which would
reflect any material contingent liability. Schedule 3.6 contains a true and correct copy of the
Financial Statements and the ASRI Financial Statements.

3.7 Inventory. All items of inventory and supplies on hand consist of items of a
quality usable or saleable in the ordinary course of business, except for those items which are
obsolete, below standard quality or in the process of repair and in each case for which adequate
reserves have been provided in the Financial Statements.

3.8  Eguipmenmt. All equipment constituting Assets, whether reflected in the Financial
Statements or otherwise, that is used in the Business of the Allegheny Entities, AUHS or AUMP
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is well maintained and in good operating condition, except for reasonable wear and tear. All
medical and leased equipment constitmuting Assets or identified on Schedule 3.8 hereto is
maintained (either by the Allegheny Entities, the manufacturer or lessor, as the case may be) in
accordance with manufacturer and lessor requirements and is in good operating condition, except
for reasonable wear and tear. Schedule 3.8 describes all leased equipment that is material to
the operations of the Allegheny Entities.

3.9 Title to Personal Property.

a) The Allegheny Entities own and hold (or in the case of Assets to be
transferred or conveyed to the Allegheny Entities pursuant to the Global AHERF Settlement
Agreement will as of the Closing Date own and hold) good and valid title or leasehold title to
all Assets other than the Real Property and the Endowments and Grants, free and clear of any
Encumbrances other than the Permitted Personal Property Encumbrances described in
Schedule 3.9.

(b)  Upon conveyance of the Transferred Endowments to the Allegheny Entities
pursuant to the Global AHERF Settlement Agreement, the Allegheny Entities or their fiduciaries
(as set forth on Schedule 3.18 to the Global AHERF Settlement Agreement) will own legal titie
to all Restricted Assets free and clear of any Encumbrances other than the Endowment and Grant
Restrictions. A, description of each bequest, gift or grant constituting —Restricted Assets,
including the Transferred Endowments, is listed on Schedule 3.18 to the Global AHERF
Settlement Agreement.

3.10 Real Property.

(a) The Allegheny Entities own fee simple or leasehold title (as the case may
be and as set forth on Schedule 3.10) to the Real Property described in Schedule 3.10 together
with all buildings, improvements and fixtures thereon and all appurtenances and rights thereto,
free and clear of any Encumbrances other than the Permitted Real Property Encumbrances
described in Schedule 3.10.

(b)  The Real Property described in Schedule 3.10 comprises all of the real
property owned or leased by the Allegheny Entities, and also describes all of the real property
owned or leased by Affiliates of the Allegheny Entities which is associated with or employed
in the operation of the Businesses.

(c) Except as described on Schedule 3.10, the buildings constructed on the
Real Property are in a state of good condition and repair, are structurally sound, and in need of
no maintenance or repairs except for ordinary, routine maintenance, and are adequate for the
uses to which they are being put.

(@ No Allegheny Entity has received notice of condemnation or similar
proceeding relating to the Real Property or any part thereof.
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(¢)  No part of the Real Property contains, is located within or abuts any flood
plain, navigable water or other body of water, tideland, wetland, marshland or any other area
which is subject to special State, federal or municipal regulation, control or protection.

® Each of the real property leases described in Schedule 3.10 is in full force
and effect and enforceable in accordance with their respective terms, are for the periods set forth
in Schedule 3.10, and, except as set forth in Schedule 3.10, are superior to all mortgages or
other leases or encumbrances. There are no notices of cancellation, termination, or default
under any lease nor do any conditions currently exist which, with or without notice or lapse of
time, or both, would constitute a default under the lease.

(g)  The transactions contemplated by this Agreement will not constitute an
assignment or other event which is not permitted by any of the real property leases described
in Schedule 3.10, or which requires the consent of any Person except as listed on Schedule
3.10(.

(h) The Real Property, including the buildings and other improvements
thereon, is in compliance with all applicable subdivision, land use, zoning, building law codes
and other Legal Requirements.

L (i) There are no sale.contracts,. leases,. subleases, —licenses, purchases,
assignments or other agreements for the transfer of any material parcel of any Real Property or
which allow Persons other than the Allegheny Entities to use or occupy any material parcel of
any Real Property or any part thereof.

3.11 FEnvironmental Matters. Except as described on Schedule 3.11, the Assets and
the Businesses are in compliance with all Environmental Laws and there are no circumstances
in existence that would prevent or interfere with compliance by the Assets and the Businesses
in all material respects with Environmental Laws. No Materials of Environmental Concern have
been or are on, or in, or released or generated or disposed from the Businesses or the Asseis,
or other Real Property owned or used from time to time by the Aliegheny Entities, except those
materials (i) routinely used in connection with typical hospital uses, (ii) used or disposed of in
compliance with applicable Legal Requirements, and (jif) which do not and will not, with the
passage of time, require any environmental remediation under applicable Legal Requirements.
Except as described on Schedule 3.11, no Allegheny Entity has received any communication
from any Person alleging that, with respect to the Assets of or the conduct of the Businesses,
any Allegheny Entity is not in compliance in all material respects with Environmental Laws.
Each Allegheny Entity has all permits, licenses and approvals required under applicable
Environmental Laws to own or lease the Real Property (as applicable) and to conduct the
Businesses thereon as they are currently conducted.

3.12 Intellectual Propertics, Computer Software. etc. Except for customary licensing
fees payable under the Contracts, subject to the consummation of the transactions contemplated
by the Global AHERF Sertlement Agreement, and except for any Intellectual Properties covered
by any agreement that the Governing Entity has elected not to treat as an Assigned AHERF
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Agreement or an Assigned AUHS Agreement (as each such term is defined in the Global
AHERF Settlement Agreement), the Allegheny Entities have the right to use, free and clear of
any royalty or other payment obligations, claims of infringement or other liens, (i) all
. Intellectual Properties used or needed by the Allegheny Entities in the conduct of the Businesses,
(ii) all computer software, programs and similar systems owned by or licensed under Contracts
to the Allegheny Entities and used in the conduct of the Businesses, and (iii) all computer
software, programs and similar systems necessary to or used in connection with the operation
of the Businesses as currently conducted; and no Allegheny Entity is in material conflict with
or in material violation or infringement of, nor has any Allegheny Entity received a notice
alleging any conflict with or violation or infringement of, any rights of any other Person with
respect to any such Intellectual Properties or computer software, programs or similar systems
other than such as have arisen under Comtracts berween an Allegheny Entity and AHERF and
which are being resolved pursuant to the Global AHERF Settlement Agreement. The Allegheny
Entities have in place a Year 2000 plan of correction, which plan is adequate to deal with the
Year 2000 issue and is financially feasible.

3.13 Ipsurance.

(@  Schedule 3.13 describes all material insurance arrangements, including
self-insurance, in place for the benefit of the Assets and the conduct of the Businesses. With
__ respect to third party insurance, Schedule 3.13 sets forth the name of each insurer, whether such
insurer is an Affiliate of any Allegheny Entity, and the number, coverage, limits, term and
premium for each policy of insurance purchased or held by the Allegheny Entities covering the
ownership and operation of the Assets and the Businesses.

(b) No Allegheny Entity has any liability or responsibility in respect of any
retrospective premium obligation described in any reinsurance agreement between Steadfast
insurance Company or Lexington Insurance Company and AHSPIC. The value of the assets of
AHSPIC held in insurance trust reserve or agency accounts for the benefit of AHSPIC is less
than the actuarially determined present value of the claims for which AHSPIC is or may be
liable pursuant to the terms of any and all such reinsurance agreements by an amount that does
not exceed $7.0 million.

3.14 Permits and Licenses. The Allegheny Entities, AUMP and AUHS hold or own
all material licenses, permits, grants, authorizations, easements, variances, exemptions, consents,
approvals, orders, accreditations by Accreditation Bodies, franchises and certificates of need
(including applications therefor) (collectively, the "Permits”) necessary to the ownership,
development or operations of the Businesses and the Assets. The Allegheny Entities, AUMP
and AUHS are duly licensed by the appropriate state agencies and any ancillary departments
located at the facilities of the Businesses that are required to be specifically licensed are duly
licensed by the appropriate state agencies, and have the appropriate accreditations from
Accreditation Bodies. The Businesses are in compliance in all material respects with such
licensing and accreditation requirements and there is no action proceeding or investigation
pending or threatened that could result in suspension or cancellation of any of the Permits.

008477/01000/225417.15 15

WPAHS-002366



3.15 Goyernment Reimbursement Programs and Other Payor Programs.

(a) To the extent required, each of the Businesses is qualified for participation
in and have current and valid provider contracts with the Government Reimbursement Programs
and the Non-Governmental Payor Programs under which such entity has received reimbursement
or direct payments in respect of services rendered and/or with the fiscal intermediaries or paying
agents under such programs, and comply in all material respects with the conditions of
participation therein. To the extent required, the Businesses are entitled to payment under the
Government Reimbursement Programs and the Non-Governmental Payor Programs for services
rendered to qualified beneficiaries and have received all approvals or qualifications necessary
for capital reimbursement on the Assets. The Cost Reports were filed when due or have since
been filed for all Cost Report periods through June 30, 1998. The Cost Reports have been
audited and Notices of Program Reimbursement issued for all Cost Report periods through
June 30, 1997. All amounts shown in the Cost Reports as due from any entity operating the
Businesses were remitted with such reports and all amounts shown in the Notices of Program
Reimbursement as due have been paid. The Allegheny Entities have not received or submitted
any claim for payment in excess of the amount provided by, or otherwise in violation of, law
or applicable Contract and, except as described on Schedule 3.15, no Allegheny Entity has
received notice of or otherwise is aware of any dispute or claim by any Governmental Authority,
fiscal intermediary or other person regarding the Government Reimbursement Programs or the
‘Non-Governmental Payor .Programs. or.-the-- Allegheny - Entities’ or AUMP’s or--AUHS's
participation therein. The Financial Statements reflect proper and adequate reserves for all
normal and customary audit and contractual adjustments for which the Businesses will be liable
under the Government Reimbursement Programs and the Non-Governmental Payor Programs.

(b)  All claims for payment on the part of the Allegheny Entities, AUMP and
AUHS under the Government Reimbursement Programs and Non-Governmental Payor Programs
are valid and enforceable in accordance with their terms, subject only to contractual adjustments
and to the effect of the change in interpretation by the Department of Public Welfare with
respect to the general assistance days rules (the impact of which did not exceed $1.4 million for
fiscal year 1998 and $2.4 million for fiscal year 1997, all of which has been taken account of
in the Financial Statements). No such claims are subject to offset, recoupment or counterclaim
by any Governmental Authority or other third party payor.

3.16 Agreements and Commitments.
(a)  Except for Contracts listed on Schedule 3.16:

(i) there are no Conitracts adversely affecting the ownership or
use of, title to or interest in any Real Property,

(ii) there are no Contracts with Affiliates, officers, directors,
or employees that are not on an arms-length basis on fair market terms or with
referral sources to any of the Businesses;
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(iii) there are no collective bargaining agreements or other
Contracts with labor unions or other employee representatives or groups;

(iv) there are no requirements or exclusive Contracts or
Contracts prohibiting or limiting competition or the conduct by the Allegheny
Entities of amy lawful business by the Businesses;

(v)  there are no Contracts for the administration, operation or
funding of any Employee Benefit Plan that are not on an arms-length basis on fair
market terms;

(vi) there are po Contracts with providers or (other than
Contracts under which AUHS or AUMP are the employers) with physicians or

physician groups;
(vii) there are no employment or severance Contracts;

(viii) there are no Contracts for the management of any part of the
Businesses; and

~ (ix) there are no other Contracts other than Immaterial
Contracts.

(b)  Except for Contracts for borrowed money, none of the Allegheny Entities
is in breach of any of the Contracts listed on Schedule 3.16 if such breach would have a
Material Adverse Effect.

()  Complete and correct copies of all Contracts listed on Schedule 3.16 have
been made available to the Governing Entity at the disclosure data room of the Allegheny
Entities maintained by the Allegheny Entities at the legal department of the Allegheny Entities
and at the offices of Kirkpatrick & Lockhart LLP.

3.17 Employees and Employee Relations.

(a) The Allegheny Entities have separately delivered to the Governing Entity
(i) a complete list (as of the date set forth therein) of names, positions, current annual salaries
or wage rates, and borus and other compensation arrangements of all full-time and part-time
non-physician employees of the Allegheny Entities, AUH-West and AHERF, AUMP and AUHS
employed in the operation of the Businesses as of April 1, 1999, and (ii) a separate complete list
(as of the date set forth therein) of names, positions, current annual salaries or wage rates, and
bonus and other compensation arrangements of all full-time and part-time physician employees
of the Allegheny Entities, AUMP and AUHS as of April 1, 1999 (and their Affiliates, if
applicable) (indicating in both lists whether each employee is part-time of full-time, the name
of the employer of such employee and whether such employee is employed under written
Contract).
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(b)  Except as described on Schedule 3.17, no employees of any Allegheny
Entity or AHERF, AUMP and AUHS are represented by, or have made clemand for recognition
of, a labor union or employee organization, and no other union organizing or collective
bargaining activities by or with respect to any employees of any Allegheny Entity are taking
place.

3.18 Employee Benefit E_Ians.
(a)  Schedule 3.18 lists each Employee Benefit Plan and Other Plan.

(b)  Each Employee Benefit Plan (and related trust, insurance contract or fund)

" complies in form and in operation in all material respects with applicable Legal Requirements,
and has been administered and operated in all material respects in accordance with the terms of
the Plan and applicable Legal Requirements. All required reports and descriptions (including
Form 5500 Annual Reports, Summary Annual Reports, PBGC- 1's and Summary Plan
Descriptions) have been filed or distributed appropriately with respect to each Employee Benefit
Plan. Each Allegheny Entity has delivered to the Governing Entity correct and complete copies
of the plan documents and summary plan descriptions, most recent determination letters received
from the Internal Revenue Service, most recent Form 5500 Annual Report, and all related trust
agreements, insurance contracts and other funding agreements which implement each Employee

_Benefit Plan.__Since Japuary 1,.1993, no_Employee .- Benefit Plan has -been-audited by any
Governmental Authonty and no written notice that such an audit will or may be conducted has
been received by any Allegheny Entity.

(©) Each Employee Pension Benefit Plan meets the requirements of a qualified
plan under Code Sec. 401(a), a tax sheltered anmuity plan under Code Section 403(b), or a
qualified employee pension plan under Code Section 408, and each qualified plan has received
a favorable determination letter from the Internal Revenue Service reflecting compliance at least
through the requirements imposed by the Tax Reform Act of 1986. All contributions (including
employer contributions and employee salary reduction contributions) to each Employee Pension
Benefit Plan that are required to be paid have been paid. The market value of all assets under
each Employee Pension Benefit Plan and the present value of all vested and unvested liabilities
thereunder have been determined and, with respect to each such Employee Pension Benefit Plan,
as of such date of determination the vested and unvested liabilities thereunder were determined
in accordance with PBGC immediate and deferred factors and assumptions applicable to an
Employee Pension Benefit Plan terminating on the date for determination.

(d)  The requirements of Part 6 of Subtitle B to Title I of ERISA and of Code
Sec. 4980B have been met with respect to each Employee Welfare Benefit Plan; all premiums
or other payments for all periods ending on or before the Closing Date have been paid with
respect to each Employee Welfare Benefit Plan.

(&)  Except for the Reportable Event that occurred by reason of the disposition
by AHERF and its Affiliates other than the Allegheny Entities of certain assets to Tenet Health
Care Corporation, the obligations of the Controlled Group that includes any Allegheny Entity
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in respect of which will be fully discharged by the filing of a Form 5500 on or prior to
September 30, 1999, no Reporable Event has occurred and there have been no Prohibited
Transactions with respect to any Employee Benefit Plan that would subject any Allegheny Entity
or any member of the Controiled Group that includes any Allegheny Entity to any liability; no
ERISA Fiduciary has any material liability for breach of fiduciary duty or any other failure to
act or comply in connection with the administration or investment of the assets of any Employee
Benefit Plap; no action, suit, proceeding, hearing or investigation with respect to the
administration or the investment of the assets of any Employee Benefit Plan (other than routine
claims for benefits) is pending or to the Allegheny Entities’ knowledge threatened; and to the
Allegheny Entities’ knowledge there exists no basis for any such action, suit, proceeding,
hearing or investigation. No Party in Interest has any interest in any assets of any Employee
Benefit Pension Plan other than as a beneficiary by virtue of such Person’s participation in such
plan.

(3] Except as set forth in Schedule 3.18, no Employee Benefit Plan which is
an Employee Pension Benefit Plan has been completely or partially terminated or the subject of
a Reportable Event and no proceeding by the PBGC to terminate any Employee Pension Benefit
Plan has been instituted or threatened; and no Allegheny Entity has incurred any material
liability to the PBGC (other than PBGC premium payments) or otherwise under Title IV of
ERISA (including any withdrawal liability) or under the Code with respect to any Employee
Pension Benefit Plan. e e e e .

() Except as set forth in Schedule 3.18, the Allegheny Entities, and any
member of the Controlled Group that includes the Allegheny Entities, have no unfunded
liabilities, or potential, contingent or actual multiemployer plan withdrawal liabilities, on account
of or in connection with any of the Employee Benefit Plans or Other Plans or otherwise, all
contributions or premium payments due from the Allegheny Entities or any member of the
Controlled Group that includes the Allegheny Entities have been paid in a timely manner, and
any additional contributions or premium payments due on or before the Closing Date shall have
been paid by that date. No Allegheny Entity, and no member of the Controiled Group that
includes any Allegheny Entity, contributes to, ever has contributed to, or ever has been required
to contribute to any Multiple Employer Plan or any Multiemployer Plan. No Allegheny Entity,
and no member of the Controlled Group that includes any Allegheny Entity, maintains or
contributes, ever has maintained or contributed, or ever has been required to maintain or
contribute to any Employee Welfare Benefit Plan providing medical, health or life insurance or
other welfare-type benefits for current or future retired or terminated employees, their spouses
or their dependents (other than in accordance with Code Sec. 4980B).

3.19 Litigation and Proceedings.
(a)  The Allegheny Entities have separately delivered to the Governing Entity
a loss run reflecting all material medical malpractice claims against any Allegheny Entity as of

December 31, 1998. In all other respects, Schedule 3.19 sets forth a list and summary
description of all material claims, actions, suits, litigation, arbitration, mediations, investigations
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and other proceedings pending or threatened against any Allegheny Eatity, AUMP or AUHS as
of the date of this Agreement.

()  All litigation pending or threatened involving professional liability on the
part of the Allegheny Entities, AUMP or AUHS will be fully discharged by the current carriers
of professional liability insurance, as identified on Schedule 3.13 hereof.

(¢) The Financial Statements reflect adequate and appropriate rescrves in
accordance with GAAP in respect of all pending and threatened litigation. Without limiting the
generality of tbe foregoing, any claims made by HealthAmerica against one or more of the
Allegheny Entities will not result in liability to any of the Allegheny Entities inconsistent with
the amounts reserved therefor on the Financial Statements or otherwise have a Material Adverse
Effect on the business of the Allegheny Entities.

3.20 Taxes.

(a) The Allegheny Entities have filed when due all Tax Returns required to
be filed by or on behalf of any of them when due, all such Tax Returns are correct and complete
in all material respects, and the Allegheny Entities have duly paid all Taxes due and made
provision in the Financial Statements for the payment of all Taxes accrued but not yet due.

(b) Each Allegheny Entity has withheld proper and accurate amounts from its
employees’ compensation in full and complete compliance with all withholding and similar
provisions of the Code and any and all other applicable Legal Requirements, and has withheld
and paid, or caused to be withheld and paid, all Taxes on monies paid by the Allegheny Entities
to independent contractors, creditors and other Persons for which withholding or payment is

required by law.

(c) Except as set forth on Schedule 3.20, (i) there is no dispute or claim
concerning any Tax liability of the Allegheny Entities either claimed or raised by any
Governmental Authority in writing, or as to which any Allegheny Entity has notice or
knowledge; (ii) there are no liens for Taxes on any of the Assets of the Allegheny Entities; (iii)
the Assets do not include stock of corporations with net operating losses that could be limited
by the transactions contemplated hereby; (iv) the Allegheny Emtities are not participants in any
partnerships or joint ventures; (v) there are no audits, actions, suits, proceedings, investigations
or claims currently pending or threatened regarding any Taxes, (vi) there are no agreements or
consents currently in effect for the extension or waiver of time (x) for filing Tax Returns or (y)
for assessment of taxes and no Allegheny Entity has been requested to enter into any such
agreement or consent with respect to the Allegheny Entities; (vii) all Tax deficiencies that bave
been claimed, proposed or asserted against any Allegheny Entity have been fully paid or settled;
and (viii) there are no powers of attorney outstanding or applications for rulings or
determinations regarding Taxes with respect to the Allegheny Entities.

(d  The Allegheny Entities are corporations exempt from federal and state
income taxation because they are described in Section 501(c)(3) of the Code, and each has
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received favorable letters of determination from the IRS regarding such Tax status. No similar
letters of determination are required to be obtained from the Commonwealth of Pennsylvania
Department of Revenue. The Allegheny Entities have not taken any actions that are inconsistent
with any exemptions or Section 501(c)(3) status or would jeopardize exemptions or Section
501(c)(3) status and the Allegheny Entities are not under any investigation that could result in
any exemption or Section 501(c)(3) status being revoked and no such investigation is pending
or threatened.

3.21 Medical Staff. The Allegheny Entities have delivered to the Governing Entity
copies of the bylaws, rules, and regulations currently in effect of the medical staff and medical
executive committees of the Businesses. To the best knowledge of the Allegheny Entities, each
professionally licensed employee of any of the Allegheny Entities is and at all times during his
or her employment with such Allegheny Entity has been, and each professionally licensed
member of the medical staffs of each Allegheny Entity is and at all times during his or her
affiliation with such Allegheny Entity has been, duly licensed by all applicable licensing bodies
and has heid all professional certificates and designations appropriate to the functions discharged
by him or her.

3.22 Special Funds. Subject to the matters described in a proof of claim or amendment
thereto filed with the Bankruptey Court on behalf of the Commonwealth of Pennsylvania (and
__without any implication that the. Allegheny Entities-are respensible for the-matters described in
such proof of claim), and subject to the repayment of loans made from restricted assets of AUHS
as reflected in the AUMP/AUHS Balance Sheet, all of the Assets, including the Transferred
Endowments and Transferred Grants, that are subject to Endowment and Grant Restrictions have
been maintained, used and applied in accordance with such Endowment and Grant Restrictions.
Except for the Endowment and Grant Restrictions set forth in Schedule 3.18 to the Global
AHERF Settlement Agreement, nore of the Assets are subject to any liability in respect of funds
received by any Person for the purchase, improvement or use of any of the Assets or the conduct
of the Businesses under restricted or conditioned grants or donations, including monies received
under the Hill-Burton Act or from any other Governmental Authority.

323 Brokers and Finders. No Allegheny Entity nor any Affiliate of any Allegheny
Entity, nor any officer, trustee, director, employee or agent thereof, has engaged any finder or
broker in conmection with the transactions contemplated hereunder, except that the Allegheny
Eatities have engaged Salomon Smith Barney Inc. to act as the Allegheny Entities’ independent
financial advisor in connection with the transactions contemplated by this Agreement. A true,
correct and complete copy of all agreements reflecting the compensation arrangement between
the Allegheny Entities and with Salomon Smith Barney Inc. is attached hereto as Exhibit 3.23.

3.24 Payments. No Allegheny Entity has, directly or indirectly, paid or delivered or
agreed to pay or deliver any fee, commission or other sum of money or item of property, or
other consideration, however characterized, to any Person which is in any manner related to the
Assets or the Businesses in violation of any Legal Requirement. No Allegheny Entity, nor any
officer, director or trustee of amy Allegheny Entity has received or, as a result of the
consummation of the transaction contemplated by this Agreement, will receive any rebate,
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kickback or other payment from any Person with whom the Allegheny Entities conduct or have
conducted business except (i) as expressly contemplated by this Agreement and (ii) for base
salary and wages paid by the Allegheny Entities in the ordinary course of business.

3.25 Operation of the Businesses. The Assets constitute all assets (other than working
capital), properties, goodwill and businesses necessary to operate the Businesses in all material
respects in the manner in which they have been operated since June 30, 1998.

3.26 Restricted Assets. The Allegheny Entities own and hold (or, in the case of the
Transferred Endowments and Transferred Grants, will as of the Closing own and hold) good and
valid title to all Restricted Assets, free and clear of any Encumbrances other than the
Endowment and Grant Restrictions and any applicable Legal Requirements.

3.27 Full Disclosure. This Agreement and the schedules and exhibits hereto, including
the Global AHERF Settlement Agreement and the schedules and exhibits thereto, do not contain
any material misstatement of fact or, when taken as a whole, omit to state a material fact
necessary to make the statements contained herein or therein not misleading.

IV. REPRESENTATIONS AND WARRANTIES OF THE GOVERNING ENTITY

The Goverming Entity makes the following representations and warranties to the
Allegheny Entities on and as of the date hereof and shall be deemed to make them again at and
as of the Closing. The Governing Entity represents and warrants to the Allegheny Entities as
follows:

4.1  OQrganization. The Governing Entity is a non-profit corporation duly organized
and validly subsisting under the laws of the Commonwealth of Pennsylvania.

4.2 - Corporate Powers: Consents: Absence of Conflicts, Etc. The Governing Entity
has the requisite power and authority to conduct its business as now being conducted, to enter
into this Agreement, and to perform its obligations hereunder. The execution, delivery and
performance by the Governing Entity of this Agreement and the consummation of the
transactions contemplated herein by it:

(a) are within its corporate powers and are not in contravention of the terms
of its articles or certificates of incorporation and bylaws, as amended to date, and have
been approved by all requisite corporate action;

(b)  except as otherwise expressly herein provided, do not require any approval
or consent of, or filing with, any Governmental Authority bearing on the validity of this
Agreement;

(c)  do not conflict with or result in apy breach or contravention of, amy
material agreement to which the Governing Entity is a party or by which it is bound; and
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(d)  do not violate any Legal Requirement to which the Governing Entity may
be subject.

4.3 Binding Agreement. This Agreement and all instruments and agreements
hereunder to which the Governing Entity is or becomes a party are (or upon execution will be)
valid and legally binding obligations of the Governing Entity enforceable against it in accordance
with the respective terms hereof and thereof, except as enforceability against them may be
restricted, limited or delayed by applicable bankrupicy or other laws affecting creditors’ rights
generally and except as enforceability may be subject to general principles of equity.

4.4  Brokers and Finders. Neither the Governing Entity, nor amy Affiliate of the
Governing Entity, nor any officer, director, employee or agent thereof, bas engaged any finder
or broker in connection with the transactions contemplated hereunder.

4.5 Payments. Neither the Governing Entity nor amy Affiliate of the Governing Entity
nor any officer, director, employee or agent thereof, has, directly or indirectly, paid or
delivered, offered to pay or deliver, or agreed to pay or deliver any fee, commission or other
sum of money or item of property, however characterized, to any Person which is now or was
previously an affiliate or insider of the Allegheny Entities to induce the consent or approval of
such Person with respect to the transactions contemplated hereby, except as contemplated by the

_Global AHERF Settlement.

4.6 No Other Representations. The Governing Entity acknowledges that there are no
representations, warranties, expressed or implied, of the Allegheny Entities except as expressly
set forth in this Agreement.

V. COVENANTS AND AGREEMENTS OF THE PARTIES

5.1 Operations. Until the Closing Date except as otherwise expressly provided in this
Agreement, AUH-West and the Allegheny Entities will:

(a) carry on the Businesses in the ordinary course and in substantially the
same manner as they have heretofore;

(b) maintain the Assets and all leased equipment or Real Property in as good
working order and condition as at present, ordinary wear and tear excepted;

©) perform when due all Legal Requirements and obligations under Contracts
relating to or affecting the Businesses;

(d)  keep in full force and effect present insurance policies or other comparable
insurance benefiting the Assets and the conduct of the Businesses;
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(¢)  permit and allow reasopable access by the Governing Entity to establish
relationships with physicians, payors and other Persons having business relations with the
Allegheny Entities; and

@ Keep and fulfill in all material respects (i) all obligations of AGH under
the Working Capital Loan Agreement, and (ii) so long as it is in effect, all obligations
of AGH and AUMC under the Management Agreement.

5.2  Cerain Actiops. Until the Closing Date, except pursuant to the direction of the
manager under the Management Agrecment, AUH-West and the Allegheny Entities shall not take
any of the following actions without first obtaining the written consent of the Governing Entity:

(a) assign, amend or terminate any Contract, or enter into or renew any
Contract, except for Immaterial Contracts and except for Contracts witk Persons other
than Affiliates (not including for such purpose executives or managers) entered into,
terminated, renewed or amended in the ordinary course of the Businesses;

()  make any material change in personnel, operations, finances, accounting
policies, or real or personal property of the Businesses;

(c) __increase compensation, benefits, _or_ other remuneration.payable.or to

" become payabie to, make a bonus or severance payment to, or otherwise enter into one

or more bonus or severance agreements with, any employee or agent of any Allegheny

Entity or appoint, hire or engage any employee, except for non-executive and non-

mapagement personnel in the ordinary course of the Businesses in accordance with
existing personnel policies;

(d) create, agree to create, guarantee, assume Or permit to exist any new
Encumbrance upon any of the Assets other than the interests of lessors under operating
leases entered into in the ordinary course of the Businesses;

(e)  sell, assign, transfer, distribute or otherwise transfer or dispose of any
property, plant or equipment of any Allegheny Entity having an original cost in excess
of $20,000 or otherwise material to the Businesses except in the ordinary course of the
Businesses with comparable replacement thereof, provided that this Section 5.2(e) shall
not prohibit the consummation of the Carved-Out Transactions so long as the proceeds
thereof are retained by the applicable seller;

(3] take any action outside the ordinary course of the Businesses;

(g)  exceptpursuant to a final, binding, and non-appealable Legal Requirement,
amend or agree to amend the articles or certificate of incorporation or bylaws of amy
Allegheny Entity or otherwise take any action relating to any liquidation or dissolution

of any Allegheny Entity; provided that if any Allegheny Entity believes that a final,
binding and non-appealable Legal Requirement requires it to take any of the foregoing
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actions, such Allegheny Entity shall, prior to taking such action advise the Governing
Entity of such belief and confer with the Governing Entity with respect thereto;

(h)  incur any new indebtedness for borrowed money (other than pursuant to
the Working Capital Loan Agreement and indebtedness owed from AGH to AUMC) or
otherwise create, incur, assume, guarantee Or otherwise become liable for any liability
of any Allegheny Entity or any other Person, or agree to do any of the foregoing, except
for liabilities and obligations of an Allegheny Entity (other than indebtedness for
borrowed money) in the ordinary course of the Businesses consistent with past practices;

(i) cancel, forgive, release, discharge or waive any receivable or any similar
Asset or right with respect to the Businesses, or agree to do any of the foregoing, except
in the ordipary course of the Businesses consistent with past practices and with respect
to a Person that is not an Affiliate (including for such purpose executives and managers)
of any Allegheny Entity;

()] change any accounting method, policy or practice in the Financial
Statements;

(k) terminate, amend or otherwise modify any Employee Benefit Plan or Other
Plan, except for amendments required.to comply with applicable Legal-Requirements;

) commence or settle any claims, actions, suits, litigation, or other
proceedings, or allow the time to appeal any decisions affecting the same (including
without limitation with respect to Goveroment Reimbursement Programs) to lapse (other
than professional liability claims covered by insurance in the ordinary course of
business);

(m) make any cash payment from the Allegheny Entities to the Estates that
(A) does not represent a charge for the direct cost of services that have been provided
for the benefit of an Allegheny Entity, AUHS or AUMP for periods after March 1,
1999, and (B) has not been approved by the Governing Entity; or

(n) make or cause to be made any cash transfer from the Allegheny Entities
to AUH-West except to discharge current ordinary course obligations of AUH-West in
accordance with past practice.

5.3  Reserved.

5.4  Access to and Provision of Additional Information.

(a)  Until the Closing, AUH-West and the Allegheny Enrities shall provide to
the Governing Entity full and complete access to and the right to inspect and copy the Assets,
books and records of AUH-West and the Allegheny Entities relating to the Businesses, access
to AUH-West's and the Allegheny Entities’ files and other records regarding claims, actions,
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suits, litigation, arbitration, mediations, investigations and other proceedings pending against or
otherwise affecting AUH-West or any Allegheny Entity, the Businesses or the Assets, and such
additional financial, operating and other data and information regarding the Businesses as the
Governing Entity may from time to time reasonably request, whether such books, records and
data are in the possession of AUH-West or the Allegheny Entities or in the possession of a
consultant or advisor to AUH-West or the Allegheny Entities.

()  Until the Closing, the AUH-West and Allegheny Entities shall cause their
respective officers and employees to confer on a regular and frequent basis with one or more
representatives of the Governing Entity and to answer the Governing Entity ’s questions regarding
matters relating to the conduct of the Businesses and the status of transactions contemplated by
this Agreement. AUH-West and the Allegheny Entities shall notify the Governing Entity in
writing of any material changes in the operations, financial condition or prospects of the
Businesses and of any complaints, investigations, hearings or adjudicatory proceedings (or
communications indicating that the same may be contemplated) of any Person (including without
limitation those with respect to Government Reimbursement Programs) and shall keep the
Governing Entity reasonably informed of such matters.

(¢)  The exercise by the Governing Entity of any right of access granted herein
shall not unreasonably interfere with the business operations of the Allegheny Entities. Any and
... _ __all. information. acquired.by. or.provided to. the. Governing Entity. in the course of having the
access granied herein shall be held in confidence in accordance with paragraph 4 of the Letter
of Intent.

55  Governmental Authority Approvals; Consents to Assignment. Until the Closing
Date, AUH-West and each Allegheny Entity and the Governing Entity shall (i) promptly apply
for and use all reasonable efforts to obtain as soon as practicable all consents, approvals,
authorizations and clearances of Governmental Authorities required of it to consummate the
transactions contemplated hereby, (i) provide such .information and communications to
Governmental Authorities as the other party or such Persons may reasonably request,
(iii) reasonably assist and cooperate with other parties to obtain all consents, licenses, permits,
approvals, authorizations and clearances of Governmental Authorities that the other parties
reasonably deem necessary or appropriate, and to prepare any document or other information
reasonably required of it by any such Persons to consummate the transactions contemplated
herein, and (iv) otherwise use all reasonable efforts to cause the Closing to occur as soon as
possible; provided that, notwithstanding the foregoing, no party shall have any obligation under
such provisions to pay any cash amounts to Governmental Authorities other than filing fees.

56  Further Acts and Assurances. At any time and from time to time at and after the

Closing, upon regquest of any party, each other party shall do, execute, acknowledge and deliver,
or cause to be done, executed, acknowledged and delivered, such further acts, deeds, powers
of attorney, confirmations and assurances as the requesting party may reasomably request to more

. effectively consummate the transactions contemplated hereby and by the Global AHERF
Settlement Agreement. Each party shall also furnish each other party, at the cost and expense
of the requesting party, with such information and documents in its possession or under its
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control, or which such other party can execute or cause to be executed, as will enable the
requesting party to prosecute any and all petitions, applications, claims and demands relating to
the transactions contemplated hereby and the Global AHERF Settlement Agreement.

5.7 Restricted Assets. The Governing Entity acknowledges that the Restricted Assets
are subject to the Endowment and Grant Restrictions. The Governing Entity will cause the
Allegheny Entities to take such actions after Closing as are reasonably necessary to comply with
the conditions of such Endowment and Grant Restrictions, including but not limited to
establishment and maintenance of the Endowment and Grant Accounts.

5.8  Costs and Expenses.

(a)  Except as otherwise expressly set forth in this Agreement, all expenses of
the preparation of this Agreement and of the consummation of the transactions contemplated
hereby, including counsel, accounting, brokerage and investment advisor fees and disbursements,
shall be borne by the respective party incurring such expense, whether or not such transactions
are consummated. The Allegheny Entities shall be responsible for paying any fees and expenses
of Salomon Smith Bammey Inc. in connection with the transactions contemplated by this
Agreement.

i (b)..._. The Governing Entity.shall pay the-cost of environmental;-engineering and
other professional studies undertaken by the Governing Entity.

5.9 RAP Plan Matters. Notwithstanding anything to the contrary in this Agreement,
the obligations of the parties, if any, with respect to the RAP Plan and any pension liabilities
arising thereunder or in connection therewith shall be governed by the PBGC Agreement in the
form attached as Exhibit 5.9. The Closing hereunder shall not occur except upon the
simultaneous closing under the PBGC Agreement, and the terms of the PBGC Agreement shall
survive the Closing notwithstanding anything to the contrary in this Agreement.

VI. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE ALLEGHENY
ENTITIES
The obligations of the Allegheny Entities hereunder are subject to the satisfaction on or

prior to the Closing Date of the following conditions unless waived in writing by the Allegheny
Entities (with the understanding that the condition set forth in Section 6.3 (ii) cannot be waived):

6.1 Representations and Warranties; Covenants.

(a)  The representations and warranties of the Governing Entity contained in
this Agreement shall be true and correct in all material respects on and as of the Closing Date.
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()  The terms, covenants and agreements to be complied with or performed
by the Governing Entity on or before the Closing Date shall have been complied with and
performed, including the obligations of the Governing Entity in Section 8.3.

6.2  Adverse Action or Proceeding. No action or proceeding before any Governmental
Authority shall have been instituted or threatened to restrain or prohibit the transactions herein
contemplated and shall continue to be pending, and there shall not be in effect any order
restraining, enjoining or otherwise preventing consummation of the transactions contemplated
hereunder.

6.3  Pre-Closing Confirmations. The Allegheny Entities shall have obtained
documentation or other evidence reasonably satisfactory to the Allegheny Entities that the
Allegheny Entities have received or will receive all approvals, authorizations and clearances of
Governmental Authorities and other Persons required of them to consummate the transactions
contemplated hereby and that all applicable waiting periods under the HSR Act have expired.
Without limiting the generality of the foregoing, (i) an order of the UJ_S. Bapkmiptey Court for
the Western District of Pennsylvania shall have been obtained with respect to the transactions
contemplated hereby and by the Global AHERF Settlement Agreement that is reasonably
satisfactory to the Allegheny Entities, and (ji) the Orphans’ Court shall have entered an order
approving the transactions contemplated hereby.

" 6.4 Global AHERF Settlement Agreement. The transactions contemplated by the
Global AHERF Settlement Agreement shall have been consummated in all material respects in
accordance with the terms and conditions of the Global AHERF Settlement Agreement.

6.5  Highmark Loan Closing. The Highmark Credit Agreement shall be in full force
and effect, and the conditions to the closing and the initial advance of loan proceeds under the
Highmark Credit Agreement shall have been satisfied or been waived by Highmark, and such
advances under the Highmark Credit Agreement as the Governing Entity shall determine are
reasonably necessary for the preservation of the Allegheny Entities and the orderly conduct of
the Businesses as of the Closing Date shall have been made. :

6.6 AUH-West. The corporate entity and unsatisfied liabilities of AUH-West shall
have been dealt with in a manner satisfactory to the Allegheny Entities and AUH-West. It is
understood that the condition in this Section 6.6 may not be waived without the consent of AUH-
West. :

VI. CONDITIONS PRECEDENT TO OBLIGATIONS OF THE GO VERNING ENTITY

The obligations of the Governing Entity hereunder are subject to the satisfaction on or

prior to the Closing Date of the following conditions, unless waived in writing by the Governing

- - Entity (it being understood that, except for the conditions set forth in Section 7.7(a), which may
be waived only with the consent of the PBGC, and the conditions set forth in Section 7.11 (i),
which cannot be waived, each of the following conditions may be deemed to be satisfied or may
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be waived only in the sole discretion of the Governing Entity, and that such conditions may fail
of satisfaction as a result of a determination by Highmark that such conditions have not been
met; neither the Governing Entity, Highmark or any of their Affiliates shall have any liability
or obligation to other party hereto as a resuit of any determination of the Governing Entity or
Highmark that any such condition has failed to be satisfied):

7.1  Representations and Warranties; Covenants.

(@  The Governing Entity shall be reasonably satisfied that the representations
and warranties of AUH-West and the Allegheny Entities contained in this Agreement shall be
true and correct in all material respects on and as of the Closing Date, as if made on such date,
except to the extent that the failure of such representations and warranties (indjvidually or in the
aggregate) to be true and correct in all material respects would not have a Material Adverse
Effect. The Governing Entity shall be reasonably satisfied that no changes, events, omissions,
or occurrences shall have occurred or be threatened or pending (whether or not arising from any
such failure), which in the aggregate have had or are likely to have a Material Adverse Effect.
For such purpose, a change, event, omission or occurrence, or a failure of a representation or
warranty to be true and correct, shall only be deemed to have a "Material Adverse Effect" if,
individually or collectively with other such changes, events, omissions, occurrences and failures,
it would be reasonably likely to cause the following actual or anticipated annualized financial
measurements with respect to the Businesses_(calculated as if the Transferred-Assets Businesses
‘of AUHS and AUMP constituted part of the Businesses) to be different from the indicated base
case financial measurements (which the parties acknowledge represent the Governing Entity’s
current base case assumptions for the Businesses, calculated on the same basis) by more than
the indicated amounts: (i) if it would be reasonably likely to cause the sum of (A) the current
assets of AGH and AUMC determined in accordance with GAAP less (B) the outstanding
principal amount and all accrued and unpaid interest under the Working Capital Loan
Agreement, plus (C) the assets of AGH and AUMC that are restricted as to use (not including
the Transferred Endowments), Iess (D) the current liabilities of AGH and AUMC (exclusive of
the current portion of long-term debt and the outstanding principal amount and all accrued and
unpaid interest under the Working Capital Loan Agreement) determined in accordance with
GAAP, to vary negatively from the base case of $120.4 million by more than $10 million; (ii)
if it would be reasonably likely to cause the sum of the long term debt of AGH and AUMC
inclusive of current maturities (not including the principal amount or any accrued interest under
the Working Capital Loan Agreement) to vary negatively from the base case of $449.1 million
by more than $1 million; (iii) if it would be reasonably likely to cause the sum of the annualized
inpatient revenue, outpatient revenue, capitation revenue, risk contract revenue and physician
services revenue of AGH and AUMC (not including physician services revenue recognized by
AUHS and AUMP) to vary negatively from the base case of $650.8 million by more than $10
million; (iv) if it would be reasonably likely to cause the sum for AUHS and AUMP of the
accounts receivable (other than accounts receivable from AHERF and its Affiliates), plus
inventory, prepaid expenses, other receivables and Grants receivable (net), less accounts payable
and accrued expenses, all in accordance with GAAP, to vary negatively from the base case of
$7.4 million by more than $1 million; (v) if it would be reasonably likely to cause the sum for
AUHS and AUMP of pension liabilities, workers compensation liabilities and other labilities,
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all in accordance with GAAP, to vary negatively from the base case of $3.3 million by more
than $0.5 million; or (vi) if it would be reasonably likely to place the Governing Entity and/or
the Allegheny Entities in material violation of Legal Requirements that are material to the
conduct of the Allegheny Entities’ Businesses (as if, for such purpose, the transactions
contemplated by the Global AHERF Settlement Agreement had been consummated) after the
Closing. :

(b)  The Governing Entity shall be satisfied that the liquidity position of AGH
as of the Closing Date is such that the liquid resources of the Governing Entity, AGH and
AUMC that are legally available to be applied to the costs incurred and to be incurred by the
Governing Entity, AGH and AUMC at and for a reasonable time after the Closing Date will be
sufficient to pay and discharge such costs in a timely manner while leaving a prudent level of
liquid reserves available to pay future costs. Without limiting the generality of the foregoing,
on the motion of AGH that is approved by the Attorney General of the Commonwealth of
Pennsylvania, the Orphan’s Court shall have entered an order authorizing the application of
funds that would otherwise constitute Endowments of AGH to the payment of such costs, free
and clear of Endowment and Grant Restrictions and without violation of any Legal
Requirements, in an amount or amounts and at such time or times as may be necessary in the
judgment of the Governing Entity in order to satisfy the condition set forth in this Section 7.1(c),
and all legal matters affecting such motion, order and authorization shall be reasonably
satisfactory to the Governing Entity.

()  The terms, covenants and agreements to be complied with or performed
by AUH-West and the Allegheny Entities on or before the Closing Date shall have been
complied with and performed in all material respects, including the obligations of AUH-West
and the Allegheny Entities in Section 8.2.

7.2 Adverse Action or Proceeding. No action or proceeding by any Governmental
Authority shall have been instinited seeking to restrain or prohibit the tramsactions herein
contemplated and shall continue to be pending, and there shall not be in effect any order
restraining, enjoining or otherwise preventing consummation of the transactions contemplated
hereunder.

7.3  Pre-Closing Confirmations. @ The Governing Entity shall have obtained
documentation or other evidence reasonably satisfactory to the Governing Entity (1) that AUH-
West, the Allegheny Entities and the Governing Entity have received or will receive all
approvals, authorizations and clearances of Governmental Authorities and other Persons required
of them or advisable in the judgment of the Goveming Entity to consummate the transactions
contemplated hereby, the failure to receive which would have a Material Adverse Effect or
would violate in a material way the provisions of applicable law or expose any Allegheny Entity
or the Governing Entity to any material liability, including without limitation (w) required
consents of parties to Contracts (other than Immaterial Contracts) to which the Allegheny
Entities and/or AUMP or AUHS is a party, (x) waivers of defaults by the holders of long term
indebtedness, parties to capital and operating leases and parties to other Contracts (other than
Immaterial Contracts) affecting the Businesses; (y) required consents of the Governing Entity’s
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governing bodies; and (z) consents of third parties required or deemed advisable by the
Goveming Entity in order for the Governing Entity to consummate the transactions contemplated
hereby; and (2) that all applicable waiting periods under the HSR Act have expired. Without
limiting the generality of the foregoing, an order of the U.S. Bankruptcy Court for the Western
District of Pennsylvania shal} have been obtained with respect to the transactions contemplated
hereby and by the Global AHERF Settlement Agreement the terms of which and the procedures
of entry for which are satisfactory to the Governing Entity, and inter alia, does not by its terms
allocate to the Allegheny Entities or the Governing Entity any responsibility for the payment of
professional fees, and such order shall have become final and not be subject to a pending appeal.

7.4  Deliveries at Closing. The Allegheny Entities shall have delivered to the
Governing Entity, in form reasonably acceptable to the Governing Entity,, the amended articles
of incorporation and bylaws, and all agreements, instruments, certificates or other documents

required to be executed by any Allegheny Entity pursuant to this Agreement.

7.5  Global] AHERF Settlement Agreement. The transactions contemplated by the
Global AHERF Settlement Agreement shall have been consummated in all material respects in
accordance with the terms and conditions of the Global AHERF Settlement Agreement. Without
limiting the generality of the foregoing, it is expressly agreed that each and every one of the
conditions set forth in Article 7 of the Global AHERF Settlement Agreement to the obligations

_of the Governing Entity under the Giobal AHERF Settlement-- Agreement--shall constitate a
condition to the obligations of the Governing Entity under this Agreement, each of which (except
for the conditions set forth in Section 7.12 of the Global AHERF Settlement Agreement, which
may be waived only with the consent of the PBGC) may be deemed to be satisfied or may be
waived only in the sole discretion of the Governing Entity, and that such conditions may fail of
satisfaction as a result of a determination by Highmark that such conditions have not been met.
Neither the Governing Entity, Highmark nor any of their Affiliates shall have any liability or
obligation 10 any other party hereto as a result of any determination of the Governing Entity or
Highmark that any such condition has failed to be satisfied.

7.6  Specific Conditions. Without limiting the generality of Section 7.1(a), the
Governing Entity shall be reasonably satisfied that the following specific conditions have been
met, in each case to the extent that the failure of the satisfaction of any one or more of the
following specific conditions, individually or when taken together with any matters that have
caused the representations and warranties of AUH-West and the Allegheny Entities in this
Agreement not to be true and correct in all material respects on and as of the Closing Date, as
if made on such date, or with any changes, events, omissions or occurrences that have occurred
or may be threatened or pending as of the Closing Date, would have ox is likely to have a
Material Adverse Effect:

(@) Investigations. The Governing Entity shall be satisfied as to the status of
any pending governmental or third party payor investigation.

(b)  Plan of Transition. The Governing Entity shall be satisfied with respect
to the legal and financial aspects of the Contracts, taken as a whole, to which AUMP and AUHS
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are and have been parties with respect to employment of physicians and acquisition of physician
practices, and with respect to the plan of transition for AUMP and AUHS physicians.

{(¢) Ipsurance. The deeming Entity shall be satisfied that the Allegheny
Entities will have no material liability in respect of directors’ and officers” indemnity claims that
is not covered by insurance.

(d) i Tam Suit and Related Litigation. The Governing Entity shall be
satisfied as to the status of the litigation matters captioned UU.S. ex rel. v. AGH et al, and

C -Sinai v. Shalala.
7.7 PBGC Agreement and RAP Plan Matters.

(a) The PBGC Agreement shall be in full force and effect, the transactions
contemplated thereby to be consummated at the time of the Closing shall have been
consummated and the releases, confirmations and other actions contemplated thereby to be
delivered or taken at the time of the Closing shall have been delivered or taken, all in a manner
that the Governing Entity is satisfied is in accordance in all material respects with the terms and
conditons of the PBGC Agreement.

o (b)  IRS Inaction With Respect to Form 5310-A. At least thirty-days prior to

the Closing Date, the Allegheny Entities shall have timely filed or caused to be filed appropriate
notices to the Internal Revenue Service on Form 5310-A with respect to the spin-off of the RAP
contemplated by the PBGC Agreement, and as of the Closing Date, the Internal Revernue Service
shall not have noted an objection to such spin off or requested additional time to review such
spin off.

()  Recasonable Satisfaction With Respect to Funding Obligations of the
Allegheny Entities Plan. The Governing Entity shall be reasonably satisfied that, on an actuarial
basis using actuarial assumptions used by the RAP applied to the New Plan (as such term is
defined in the PEGC Agreement), including, but not limited to, an interest rate of 9% per year,
and assuming that benefit accruals are ceased by the Allegheny Entities as of the Closing Date,
neither the Governing Entity nor the Allegheny Entities {or any of them) will have an obligation
to make contributions to the Allegheny Entities Plan (it being understood that nothing in this
Section 7.7(c) shall limit or restrict the obligations of the Governing Entity or the Allegheny
Entities from and after the Closing Date arising under the terms of the New Plan, the PBGC
Agreement or the provisions of applicable law with respect thereto).

7.8 Opinions. The Governing Entity shall have received the opinion of counsel to
AUH-West and the Allegheny Entities with respect to the matters set forth on Schedule 8.2.

7.9  Highmark [oan Closing. The Highmark Loan Agreement shall be in full force
and effect, and the conditions to the closing and the initial advance of loan proceeds under the’

. Highmark Loan Agreement shall have been satisfied or been waived by Highmark, and such
advances under the Highmark Loan Agreement as the Governing Entity shall determine are
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reasonably necessary for the preservation of the Allegheny Entities and the orderly conduct of
the Businesses as of the Closing Date shall have been made.

7.10 HealthAmerica Settlement. The Allegheny Entities shall have entered into a
settlement agreement with HealthAmerica Pennsylvania, Inc. ("HealthAmerica®™) settling and
resolving on terms satisfactory to the Governing Entity all claims of HealthAmerica against the
Allegheny Entities, AUMP and AUHS in respect of alleged defaults by AHERF and its Affiliates
under risk bearing or risk sharing provider agreements, in respect of provider payment audit or
reconciliation or alleged obligations, and any other matters that have been disputed between the
Allegheny Entities, AUMP and AUHS on the one hand and HealthAmerica on the other hand.

7.11 Legal Matters. All legal matiers affecting the transactions hereby shall be
reasonably satisfactory to the Governing Entity. Without limiting the generality of the
foregoing, the Governing Entity shall be satisfied that (i) the Attorney General of the
Commonwealth of Pennsylvania shall have approved the terms of this Affiliation Agreement and
(ii) the approval of the Orphans’ Court of the transfer of the Transferred Endowments and the
other transactions contemplated hereby and by the Settlement Agreement shal! have been
obtained.

VIL CLOSING: TERMINATION.OF AGREEMENT

8.1  Closing. Consummation of the affiliation and other transactions contemplated by
and described in this Agreement (the “Closing”) shall take place at the offices of AGH at 10:00
a.m. on the first business day following satisfaction or waiver of the conditions set forth in
Articles 6 and 7, or at such time or place as the parties may mutually agree. Unless otherwise
agreed in writing by the parties at Closing, the Closing shall be effective for accounting purposes
as of 12:01 A.M. on the day following the Closing Date.

8.2  Action of the Allegheny Entities at Closing. At the Closing and unless otherwise
waived in writing by the Governing Entity, the Allegheny Entities shall deliver:

(a) to the Goveming Entity duly amended articles of incorporation
substantially in the form set forth in Exhibit 2.1(a) hereto;

(b)  to the Governing Entity duly amended bylaws substantially in the form set
forth in Exhibit 2.1(b) hereto;

©) to the Governing Entity copies of resolutions duly adopted by the board
of directors or trustees of AUH-West, each Allegheny Entity, the Community Advisory
Board of Allegheny Valley Hospital, the Community Advisory Board of AUMC-
Canonsburg, and the member of AUH-West and each Allegheny Entity, authorizing and
approving the execution and delivery of this Agreement and the consummation of the
transactions contemplated hereby, including without limitation approval of the amended
articles and bylaws contemplated by this Agreement, certified as true and in full force
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and effect as of the Closing Date by the appropriate officers of AUH-West and such
Allegheny Entity and the member of AUH-West and each Allegheny Entity;

(d) to the Governing Entity certificates executed and delivered on behalf of
AUH-West and each Allegheny Entity by the duly authorized President, Vice President
or other appropriate officer of AUH-West or such Allegheny Entity certifying that the
representations and warranties of AUH-West or such Allegheny Entity contained in this
Agreement are true and correct in all material respects on and as of the Closing Date,
and that each and all of the terms, covenant and agreements to be complied with or
performed by such Allegheny Entity on or before the Closing Date have been complied
with and performed in all material respects; and

(e) to the Governing Entity the opinion, dated the Closing Date, of counsel
to AUH-West and the Allegheny Entities with respect to the matters set forth on
Schedule 8.2.

8.3  Action of the Governing Entity at Closing. At the Closing and unless otherwise
waived in writing by the Allegheny Entities, the Governing Entity shall deliver to the Allegheny
Entities:

(a)- - written evidence that-the-conditions to the closing and the initial advance
of loan proceeds under the Highmark Loan Agrecment have been satisfied or been
waived by Highmark;

(b)  copies of resolutions duly adopted by the board of trustees or directors of
the Governing Entity authorizing and approving the Governing Entity’s execution and
delivery of this Agreement and the transactions contemplated hereby, certified as true and
in full force and effect as of the Closing Date by an appropriate officer of the Governing
Entity; and

©) certificates of the duly authorized President or a Vice President or other
appropriate officer of the Governing Entity certifying that the representations and
warranties of the Governing Entity contained in this Agreement are true and correct in
all materjal respects on and as of the Closing Date, and that each and all of the terms,
covenants and agreements to be complied with or performed by the Governing Entity on
or before the Closing Date have been complied with and performed; and

{d)  to the Allegheny Entities, the opinion, dated the Closing Date, of counsel
to the Governing Entity with respect to the matters set forth on Schedule 8.3.

8.4  Termination Prior to Closing.

_ (a) Notwithstanding anything herein to the contrary, this Agreement may be
terminated, and the transactions contemplated by this Agreement abandoned, upon notice by the
terminating party to the other parties:
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(D at any time before the Closing, by mutual consent of the Governing
Entity and the Allegheny Entities;

(ii) by the Allegheny Entities or the Governing Entity if a court of
competent jurisdiction or other Governmental Authority shall have issued a nonappealable
final order, decree or ruling or taken any other action, in each case having the effect of
permanently restraining, enjoining or otherwise prohibiting consummation of the
transactions contemplated by this Agreement;

(iii)  at any time before the Closing, by the Governing Entity on the one
hand, or the Allegheny Entities on the other hand, in the event of material breach of this
Agreement by the non-terminating party or parties or if the satisfaction of any condition
to such party’s obligations under this Agreement becomes impossible or impracticable
and the failure of such condition to be satisfied is not caused by a breach by the
terminating party or parties (it being understood that mo investigation or state of
knowiedge on the part of the Governing Entity, and no consent or approval that may be
granted by the Governing Entity pursuant to Section 5.2 or otherwise, shall be deemed
to cause a failure of the conditions expressed in Section 7.1); and

(iv)  atany time after July 31, 1999, by the Allegheny Entities or the
Governing_Entity if the transactions contemplated -by-this Agreement have not been
consummated on or before such date, provided that (A) the Governing Entity shall not
be entitled to terminate this Agreement if the failure to consummate the transactions
contemplated by this Agreement was caused by the breach or default on the part of the
Governing Entity in respect of its representations, warranties or covenants hereunder or
under the Global AHERF Settlement Agreement, and (B) the Allegheny Entities shall not
be entitled to terminate this Agreement if the failure to consummate the transactions
comtemplated by this Agreement was caused by a breach or default on the part of any of
AUH-West, the Allegheny Entities, AUMP or AUHS in respect of its or their representa-
tions or warranties hereunder which breach or default has not been waived within ten
days after written notice thereof has been given to the Governing Entity by the Allegheny
Entities, or by a breach or default on the part of the Allegheny Entities in respect of its
representations or warranties bereunder that to the knowledge of AUH-West or the
Allegheny Entities were false or misleading when made, or by a breach by AUH-West
or the Allegheny Entities of their obligations hereunder, or by a breach on the part of
AUMP and/or AUHS (or their respective bankruptcy estates) of such parties’ representa-
tions or warranties in the Globat AHERF Settlement Agreement that to the knowiedge
of AUH-West or the Allegheny Entities were false or misleading when made, which in
any such case, individually or in the aggregate, resulted in a Material Adverse Effect.

®) (1)  If this Agreement is validly terminated pursuant to this Section, this
Agreement will be null and void, and, except as provided in Section 8.4(b)(2) and Section 8.5,

there will be no liability on the part of any party (or any of their respective officers, directors,
trustees, employees, agents, consultants or other representatives).
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(2)  If this Agreement is terminated pursuant to Section 8.4(a) and the
basis for such termination is not attributable to the breach by the Governing Entity of its
representations, warranties, covenants or agreements hereunder, and within one year after such
termination or breach any of AUH-West, the Allegheny Entities, AUMP, AUHS or the Estates
enters into any transaction involving any new corporate affiliation of or sale of the assets of such
entity (including without limitation any transaction involving transfer of control or delegation of
management authority with respect to such entity or any similar transaction involving the
accession by a third party to any right, power, or interest in such entity or any management
authority with respect thereto), other than a Carved-Out Transaction, whether pursuant to a
bankruptcy plan of reorganization, liquidation, or otherwise, then, upon the closing of any such
transaction, the Allegheny Entities, jointly and severally, shall pay to the Governing Entity in
cash or by wire transfer of immediately available funds, (i) all of the out-of-pocket. expenses
incurred by the Governing Entity and The Western Pennsylvania Healthcare System Inc. in
connection with evaluation of, investigations related to, and negotiation of, the transaction
contemplated hereby and by the Global AHERF Settlement Agreement plus (ii) a break-up fee
of $10 million. None of the Allegheny Entities shall enter into any agreement to undertake any
such transaction unless the purchaser, transferee or new affiliate (as the case may be) binds
itself, jointly and severally with the Allegheny Entities and for the benefit of the Governing
Entity, to pay such amounts at such time.

e N (c)—__ As_used _in.this. Section-8.4,-any. termination rights-of the Allegheny
Entities may only be exercised through the unanimous decision of all Allegheny Entities to
terminate and not by one or more (but less than all) Allegheny Entities.

8.5 Remedies. If any of the representations and warranties of AUH-West and the
Allegheny Entities shall prove to be false or misleading as of the date hereof or as of the Closing
Date, the Governing Entity agrees that absent actual fraud (including without limitation, the
making of a representation or warranty by any of the Allegheny Entities that to the knowledge
of the Allegheny Entities was false or misleading in a material respect at the time it was made
which in any such case (individually or in the aggregate with any other such false or misleading
representations or warranties) resuits in a Material Adverse Effect), or the material breach by
one or more of AUH-West or the Allegheny Entities of its obligations hereunder, the remedies
of the Governing Entity shall be limited to the express remedies set forth in Section 8.4(a) and
Section 8.4(b). To the extent that the Governing Entity is entitled to recover damages
hereunder, the Governing Entity agrees that the amount of damages to which it shall be entitled
shall be reduced by any amount actually paid to it pursuant to Section 8.4(b).

IX. GENERAL

9.1 Non-Survival of Representations, Warranties and Agreements. Except as
expressly provided in Section 5.9, none of the representations, warranties and agreements in this
Agreement or in any other document or instrument delivered pursuant to this Agreement shall
survive the Closing except for those agreements which by their express terms are to be
performed after the Closing.
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9.2  Tax and Government Reimbursement Pro ect. None of the parties (nor
such paries’ counsel or accountants) has made or is making in this Agreement any
representation to any other party {or such party’s counsel or accountants) concerning any of the
Tax or Government Reimbursement Program effects or consequences on the other party of the
transactions provided for in this Agreement (provided that nothing in this Section 9.2 shall limit
or restrict the representations and warranties of the Allegheny Entities hereunder). Each party
represents that it has obtained, or may obtain, independent Tax and Government Reimbursement
Program advice with respect thereto and upon which it, if so obtained, has solely relied or will
solely rely.

9.3  Consents, Approvals and Discretion. Except as herein expressly provided to the

contrary, whenever this Agreement requires any consent or approval to be given by either party
or either party must or may exercise discretion, such consent or approval shall not be
unreasonably withheld or delayed and such discretion shall be reasonably exercised.
Notwithstanding any other provision of this Section 9.3, any consent or approval contemplated
by Section 5.2 or Article VII may be given or withheld by the Governing FEntity in its sole
discretion. In no event will the granting or withholding of any consent or approval by the
Governing Entity with respect to any action or omission of AUH-West or any Allegheny Entity
give rise to any liability on the part of the Governing Entity (it being understood that this
sentence will not excuse any breach or default on the part of the Governing Entity under this
. Agreement), . = - R =

9.4  Choice of Law. This Agreement shall be governed by and construed in
accordance with the laws of the Commonwealth of Pennsylvania without regard to such state’s
conflicts of laws rules.

9.5  Benefit; Assignment. This Agreement shall inure to the benefit of and be binding
upon the parties hereto and their respective successors and assigns. The Western Pennsylvania
Healthcare System Inc. shall be a third party beneficiary of and shall be entitled to enforce the
rights of the Governing Entity under, this Agreement. No waiver of the condition set forth in
Section 7.7(a) and no amendment of Section 5.9 shall be effective without the prior written
consent of the PBGC, and the PBGC shall be a third party beneficiary of, and shall be entitled
to enforce, the provisions of Section 5.9. No party may assign this Agreement without the prior
written consent of the other parties, provided that the Governing Entity may assign this
Agreement, in whole or in part, to any Affiliate of the Governing Entity.

9.6  No Third Party Beneficiary. Except as is expressly set forth in Section 9.5 , the
terms and provisions of this Agreement are intended solely for the benefit of the parties and their

respective successors and permitted assigns, and are not intended to confer thi -party
beneficiary rights upon any other Person, including without limitation AHERF, the Trustee, the
Estates, any Affiliate of AHERF other than the Allegheny Entities, any employee or creditor of
any Allegheny Entity or of AHERF or any of its affiliates. In no event shall The Western
Pennsylvania Healthcare System, Inc. be liable or responsible for any acts or omissions of the
Governing Entity.
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9.7  Waiver of Breach. Right or Remedy. The waiver by any party of any breach or

violation by another party of any provision this Agreement or of any right or remedy permitted
the waiving party in this Agreement (i) shall not waive or be construed to waive any subsequent
breach or violation of the same provision, (if) shall not waive or be construed to waive a breach
or violation of amy other provision, and (iii) shall be in writing and may not be presumed or
inferred from amy party’s conduct. Except as expressly provided otherwise in this Agreement
no remedy conferred by this Agreement is intended to be exclusive of any other remedy, and
cach and every remedy shall be in addition to every other remedy granted in this Agreement or
now or hereafter existing at law or in equity, by statute or otherwise. The election of any one
or more remedies by a party shall not constitute a waiver of the right to pursue other available
remedies. In addition to any other rights and remedies any party may have at law or in equity
for breach of this Agreement, each party shall be entitled to seek an injunction to enforce the
provisions of this Agreement.

~ 9.8  Notices. Any notice, demand or communication required, permitted or desired
to be given hereunder shall be deemed effectively given if given in writing (i) on the dats
tendered by personal delivery, (ii) on the date received by facsimile or other electronic means
(including telegraph and telex), (iii) the day after the date tendered for delivery by nationally
recognized overnight courier, or (iv) three days after the date tendered for delivery by United
States mail, with postage prepaid thereon, certified mail, retumn receipt requested, in any event
e e ._Addressed as follows: . . . - .

If to the Governing Entity:
The Healthcare Alliance for Western Pennsylvania, Inc,
¢/o The Western Pennsylvania Healthcare System, Inc.
4800 Friendship Avenue
Pittsburgh, PA 15224
Atn: Jerry J. Fedele, Esq.
Facsimile: (412) 578-1296

with a copy to: Kalkines, Arky, Zall & Bernstein LLP
1675 Broadway
New York, N.Y. 10019
Atm: Peter F. Olberg, Esq.
Facsimile: (212) 541-9250

If to AUH-West:  Anthony M. Sanzo
President and Chief Executive Officer
320 East North Avemue
Pittsburgh, PA 15212
Phone: 412-359-3005
Fax: 412-359-3888
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If to Allegheny General Hospital:

Connie M. Cibrone

President and Chief Executive Officer
320 East North Avenne

Pittsburgh, PA 15212

Phone: 412-359-6583

Fax: 412-359-3888

If to AUMC: Barry H. Roth
President and Chief Executive Officer
500 Finley Street
Pittsburgh, PA 15206
Phone: 412-665-3320
Fax: 412-665-3240

and in each case, with a copy to:

David L. McClenahan, Esquire
Kirkpatrick & Lockhart LLP
1500 Oliver Building. . .. .. - .
Pittsburgh, PA 15222
Phone: 412-355-6484
Fax: 412-355-6501

or to such other address or number, and to the attention of such other Person, as a given party
may designate at any time in writing in conformity with this Section.

9.9  Severability. If any provision of this Agreement, of the PBGC Agreement or of
the Global AHERF Settlement Agreement is held or determined to be illegal, invalid or
unenforceabie under any iaw, and if in the sole judgment of the Governing Entity the rights or
obligations of any party under this Agreement will not be materially and adversely affected
thereby: (a) such provision will be fully severable; (b) this Agreement will be construed and
enforced as if such illegal, invalid or unenforceable provision had never comprised a part hereof;
(c) the remaining provisions of this Agreement will remain in full force and effect and will not
be affected by the illegal, invalid or unenforceable provision or by its severance herefrom; and
{d) in lieu of such illegal, invalid or unenforceabie provision, there will be added automatically
as a part of this agreement a legal, valid and enforceable provision as similar in terms to such
illegal, invalid or unenforceable provision as may be possible.

9.10 Entire Agreement; Amendment. This Agreement supersedes the Letter of Intent,
except that the provisions of paragraph 4 of the Letter of Intent shall continue to bind the parties
as if set forth at length berein. This Agreement, the PBGC Agreement, the Settlement
Agreement and paragraph 4 of the Letter of Intent supersede all previous contracts, agreements
and understandings and constitute the entire agreement of whatsoever kind or nature existing
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ALLEGHENY MEDICAL PRACTICE NETWORK

CONFLICTS OF INTEREST POLICY

Article 1
Purpose

The purpose of this conflicts of interest policy is to protect the interest of Allegheny
Medical Practice Network (the "Corporation*) when it is contemplating entering into a transaction
or arrangement that might benefit the private interest of a director or officer of the Corporation.
This policy is intended to supplement but not replace any Pennsylvania laws and regulations
governing conflicts of interest applicable to charitable not-for-profit corporations.

Article I

Definitions

i. Interested Person

Any director, principal officer, or member of a committee with board delegated powers

_ who has a direct or indirect financial interest, as defined below, is an "interested person."
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 system.

2. Financial Interest

A person has-a financial interest if the person has, directly or indirectly, through business,
investment or family:

a. an ownership or investment interest in any entity with which the Corporation has
a transaction or arrangement; or ;

b. a compensation arrangement with the Corporation or any entity or individual with
which the Corporation has a transaction or arrangement; or

c. a potential ownership or investment interest in, or compensation arrangement with,
any entity or individual with which the Corparation is negotiating a transaction or
arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are .
substantial in nature.
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A financial interest is not necessarily a conflict of interest. Under Article III, Section 2,
a person who has a financial interest may have a conflict of interest only if the appropriate board
or committee decides that a conflict of interest exists.

Article III
Procedures

1. Duty to Disclose

In connection with any actual pr possible conflicts of interest, an interested person must
disclose the existence of his or her financial interest and must be given the opportunity
to disclose all materia! facts to the directors and members of the committees with board
delegated powers considering the proposed transaction or arrangernent.

2. Determining Whether a Conflict of Interest Exists

After disclosure of the financial interest and all material facts, and after any discussion
with the interested person, he/she shall leave the board or committee meeting while the
determination of a.conflict of interest.is discussed and-voted upon. - The-remaining board
or committee members shall decide if a conflict of interest exists.

3. Procedures for Addressing the Conflict of Interest

a. An interested person may make a presentation at the board or committee meeting, but
after such presentation, he/she shall leave the meeting during the discussion of, and the
vote on, the transaction or arrangement that results in the conflict of interest.

b. The chairperson of the board or committee shall, if appropriate, appoint a disinterested
person or committee to investigate alternatives to the proposed transaction or arrangement.

c. After exercising due diligence, the board or committee shall determine whether the
Corporation can 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.

d. If a more advantageous transaction or arrangement is not reasonably attainable under
circumstances that would not give rise to a conflict of interest, the board or committee
shall determine by a majority vote of the disinterested directors whether the transaction
or arrangement is in the Corporation’s best interest and for its own benefit and whether
the transaction is fair and reasonable to the Corporation and shall make its decision as to
whether to enter into the transaction or arrangement in conformity with such
determination.
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Violations of the Conflicts of Interest Policy

a. If the board or committee has reasonable cause to believe that a member has failed to
disclose actual or possible conflicts of interest, it shail inform the member of the basis for
such belief and afford the member an opportmity to explain the alleged failure to
disclose.

b. If, after hearing the response of the member and making such further investigation as
may be warranted in the circumstances, the board or committee determines that the
member has in fact failed to disclose an actual or potential conflict of interest, it shall take
appropriate disciplinary and corrective action.

Article IV
Records of Proceedings
The minutes of the board and all committees with board-delegated powers shall contain:

1. _the_names. of the_persons .who disclosed. or-otherwise were—found to have a
financial interest in connection with an actual or possible conflict of interest, the
nature of the financia! interest, any action taken to determine whether a conflict
of interest was present, and the board’s or committee’s decision as to whether a
conflict of interest in fact existed.

2. the names of 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.

Article V
Compensation

1. A voting member of the board of directors who receives compensation, directly
or indirectly, from the Corporation for services is precluded from voting on matters

pertaining to that member’s compensation.

2, A physician who is a voting member of the board of direciors and receives
compensation, directly or indirectly, from the Corporation for services is precluded from
discussing and voting on matters pertaining to that member’s and other physicians’
compensation. No physician or physician director, either individually or collectively, is
prohibited from providing information to the board of directors regarding physician
compensation.
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3. A voting member of any committee whose jurisdiction includes compensation
matters and who receives compensation, directly or indirectly, from the Corporation for
services is precluded from voting on matters pertaining to that member’s compensation.

4, Physicians who receive compensation, directly or indirectly, from the Corporation,
whether as employees or independent contractors, are precluded from 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.

Article VI

Annual Statements

Each director, principal, officer and member of a commitiee with board delegated powers
shall annually sign a statement which affirms that such person:

a has received a copy of this conflicts of interest policy;

b. _ﬁas.:ead_and_understands the policy;- —— — - - m e

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 Federal tax exemption under Section 501(c)(3) of the Internal
Revenue Code of 1986, as amended (the "Code"), the Corporation must engage
primarily in activities which accomplish one or more of its tax-exempt purposes.

Article VII
Periodic Reviews
To ensure that the Corporation operates in a manner consistent with its charitable purposes
and that it does not engage in activities that could jeopardize its status as an organization exempt

from Federal income taxation under Code Section 501(c)(3), the Corporation shall conduct
periodic reviews. The periodic reviews shall, at a minimum, include the following subjects:

a. Whether compensation arrangements and benefits are reasonable and are the result
of arm’s-length bargaining.
b. ‘Whether acquisitions of physician practices and other provider services result in

inurement or impermissible private benefit.

C. Whether partnership and joint venture arrangements, and arrangements with
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management service organizations and physician-hospital organizations conform
to written policies, are properly recorded, reflect reasonable payments for goods
and services, further the Corporation’s charitable purposes and do not result in
inurement or impermissible private benefit.

d Whether agreements to provide health care and agreements with other health care
providers, employees, and third party payors further the Corporation’s charitable
purposes and do not result in inurement or impermissible private benefit.

Article VIII
Use of Outside Experts
In conducting the periodic reviews provided for in Article VII, the Corporation may, but

need not, use outside advisors. If outside experts are used their use shall not relieve the board
of its responsibility for ensuring that periodic reviews are conducted.

* * *

" This Conflict of Interest»Policy was adopted by the Corporation’s board of directors by
Unanimous Written Consent dated as of November 12, 1999.
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rom 2848 Power of Attorney oup o 1540150
(Rev. Decamber 1997) and Declaration of Representative fecoma ny ontr
mamal m;-:-w » See the separate instructions. Name
. Telephone
Power of Attorney (Please type of print) e
1 Taxpayer information (Taxpayer(s) must sign and date this form on page 2, line 9.) Date / : !
Taxpayer name(s) and address Social secunty number(s) | Employer identification

Alleghency Medical Practice Network

mumber

c/o Allegheny General Hospital ; ; 25 1838457
320 E. Nerth Ave. —t = : - -
h Pi ber (if applicable
Pittsburgh, PA 15212 D&b"l"gg wjb;ggrfgnfgwber an number (if applicable)
hereby appoint(s] the following representative{s) as attorney(s)-in-fact:
2 Representative(s) (Representative{s) must sign and date this form on page 2. Part il.)
Name and address CAF NO. e oo mn e emaamaman
Michael A, Lehmann Telephone No. (212)..830-7238.._..
1675 Broadway, 27th Floor Fax No. .. (212}, 541-9250Q ............
New Yark, NY 10019 Check if new: Address [ Telephone No.
Name and sddress CAF NO. oo eeeemenee e ma——————e
Telephone NO. _...c.cceerimrimemceeeenaes
Fax NO. oo cccmsennrnnnanas
Check if new: Address  [[] Telephone No. [
Name and address CAF NO. oo ammanmen
Telephone NO. ...o.oenoicieceicicniaienaes
~ . - . e i e A= o Fax No. L mmrmmraa Ceeestscamamssmmsansa
T Check if new: Address [ Telephone No. [

10 represent the taxpayer{s) before the Internal Revenue Service for the following tax matters:

3 Tax matters

Type of Tax {Income, Employment, Excise. etc.) Tax Form Number (1040, 941. 720, etc.) Year(s) or Period(s)

Application for Recognition Form 1023 All

of Section 501(c)(3) status

4

Specific use not recorded on Centralized Authorization File {CAF). If the power of attorney is for a specific use not recorded
on CAF, check this box. (See instruction for Line 4—Specific uses not recordedonCAF). ., . . . . . . . .» O

5

Acts authorized. The representatives are authorized to receive and inspect confidential tax infarmation and o perform any
and all acts that | {we) can perform with respect to the tax matters described on line 3, for example, the authority to sign any
agreements, consents, or other documents. The authority does not include the power to receive refund checks {seeline b
below), the power to substitute another representative unless specifically added below, or the power to sign certain returns
(see instruction for Line 5—Acts authorized).

List any specific additions or deletions to the acts otherwise authorized in this power of aMOrNeY: ... .....coeomiomrciainnn

................................................................................................................................................

Note: /n general, an unenrolied preparer of tax returns cannol sign any document for a taxpayer. See Revenue Procedure 81-38,

printed as Pub, 470, for more information.

Note: The tax matters partner of a partnership is not permitted to authorize representatives to perform certain acts. See the
instructions for mere information.

6 Receipt of refund checks. If you want to authorize a representative named on line 2 to receive, BUT NOT TO ENDORSE

OR CASH, refund checks, initial here

and list the name of that representative below.

Name of representative to receive refund check(s) »

For Paperwork Reduction and Privacy Act Notice, see the separate instructions. Cat. No. 11980) foam 2848 Rev. 12-97
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recelver, administrater, or trustee on behalf of the Taxpayst, | cetify that | have the authority to axecuts this form on behalf
of the taxpayef.

» IF NOT SIGNED AND DATED, THIS POWER OF ATTORNEY WiLl. BE RETURNED.

y 11/19/99 SRR
| i — ie [ appiicabie}
Andrew E. Thurman
Prirt Name
— . S aet e Twe (f gppm
Print Name —

Declaration of Representative

Under penalies of perjury. | deciare that:
# | am hot cLiTently undar suspension nrdlsbmmem&ompracﬁcebeforsmelnmrnal Revenue Service;
© | am sware of reguiations comainad in Treasury Depertment Clreular No. 230 (31 CFR. Pan 10), a5 amendad, concaming
the practice of awtorneys. certified public accouTRants, enrolied egents, enrolied actuaries, and others:

& | am suthorized w represent the taxpayer(s) identifled in Part | fot the tax rmatier(s) specified there; and
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Draft - November 15, 1999

ER RAWAL A

Member Withdrawal Agreement (this "Agreement”), dated as of November __,
1999, by and between The Healthcare Alliance For Western Pennsylvania, Inc. ("HAWP") and
West Penn Allegheny Health System, Inc. ("WPAHS"), each of which is a Pennsylvania
nopprofit corporation.

RECITALS:

WHEREAS, HAWP is the sole member of Allegheny General Hospital ("AGH"),
Allegheny University Medical Centers ("AUMC"), Allegheny Singer Rescarch Institute
("ASRI"), Alleghenry Medical Practice Network ("AMPN™), Allegheny Specialty Practice
Network ("TASPN"), and through its membership in AUMC exercises all member authority with
respect to AUMC-Canonsburg ("Canonsburg” and, together with AGH, AUMC, ASRI, AMPN,
and ASPN, the "Constituent Corporations”); and

WHEREAS, HAWP was formed for the express purpose of supporting a health care
system comprised of charitable nonprofit health care organizations serving the Western
Pennsylvania community; and

WHEREAS, HAWP has determined that the financial viability of the health care system
comprised of the Constituent Corporations (the "System™) requires a restructuring of the existing
capital and debt structures of each of the Constituent Corporations; and

WHEREAS, as the supporting organization of the System, HAWP desires to facilitate
that restructuring; and

WHEREAS, WPAHS has presented to HAWP a plan for restructuring the capital and
debt structure of the Constituent Corporations (the "Restructuring Plan"), which plan requires
affiliation of the Constituent Corporations comprising the System with the operating entities
comprising another regional nomprofit health care system serving the Western Pennsylvania
region, referred to in the community as The Western Pennsylvania Healthcare System (the
"WestPenn System"), the supporting organization of which is The Western Pennsylvania
Healthcare System, Inc. ("WestPenn"); and

WHEREAS, after extensive analysis of available options, HAWP has determined that the
Restructuring Plan constitutes the most effective manner of achieving the desired restructuring;
and
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WHEREAS, WPAHS is, simultanecusly herewith, entering into an agreement with
WestPenn (the "WestPeon Agreement”), pursuant to which WestPenn will surrender its
governance authority with respect to the operating corporations comprising the WestPenn
System, and WPAHS will become the sole member of each of those entities, subject to the
satisfaction of various conditions prerequisite to such transaction, including without limitation
the formation by WPAHS of a regional healthcare system that includes the corporations
comprising the System; and

WHEREAS, to permit WPAHS to complete formation of a system comprised of both the
SystcmandtheWestPennSystcm,onandsubjccttothemrmsofthisAgreement, HAWP 15
willing to withdraw as member of the Constituent Corporations (and, in the case of Canonsburg,
to surrender its governance authority with respect thereto (the "Canonsburg Governance
Authority")) and to amend the bylaws of each of the Constituent Corporations so that WPAHS
may become the sole Member of each of the Constituent Corporations and/or exercise the
Canonsburg Governance Authority; and

WHEREAS, on and subject to the terms of this agreement, WPAHS is willing to become
the sole member of each of the Constituent Hospitals and, in the case of Canonsburg, to exercise
the Canonsburg Governance Authority;

NOW, THEREFORE, in consideration of the foregoing premises, and the mutual
covenants contained herein, and wishing to be legally bound bereby, the parties hereto hereby
agree as follows:

Section 1. Affiliation Transaction. Effective as of the Closing (defined below), HAWP
will adopt amended and restated bylaws for each of the Constituent Corporations in substantially
the form of Exhibit A hereto, with such changes thereto as may be acceptable to WPAHS in its
sole discretion. Such amendment to the bylaws is referred to herein as the "affiliation
transaction”.

Section 2. The Closing. The closing of the affiliation trapéaction (the "Closing") shall,
subject to the satisfaction of the conditions thereto set forth below, take place on January 31,
2000 or such other date as may be mutuzlly agreed upon by the parties.

Section 3. Conditions to HAWP's Obligation to Close. HAWP’s obligation to close the
affiliation transaction is subject to the fulfillment of the following conditions, or the waiver
thereof by HAWP in its sole discretion:

a. The transaction contemplated by the WestPenn Agreement shall have closed,
or shall close simultaneously with the affiliation transaction.

b. Simultaneously with the closing of the affiliation transaction, the Restructuring
Plan shall be implemented in a manner satisfactory to HAWP.
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c. All governmental approvals required in connection with the Closing shall have
been obtained.

Section 4. Conditions to WPAHS's Obljgation to Close. WPAHS's obligation to close
the affiliation transaction is subject to the fulfillment of the following conditions, or the waiver
thereof by WPAHS in its sole discretion:

a. The transaction contemplated by the WestPenn Agreement shall have closed,
or shall close simultaneously with the affiliation transaction.

b. Simultaneously with the closing of the affiliation trapsaction, the Restructuring
Plan shall be implemented in a manner satisfactory to WPAHS.

c. The Constituent Corporations shall have entered into and delivered to WPAHS
such agreements as WPAHS shall, in its sole discretion, require.

d. All governmental approvals required in connection with the Closing shall have
been obtained.

Section 5. Termination of Agreement. Either party hereto may terminate this Agreement
upon 30 days written notice to the other party.

Section 6. Cooperation. Each party hereto agrees to use all reasonable efforts to
facilitate satisfaction of the conditions to the Closing, and to cooperate with the other party in
such other party’s efforts to fulfill its obligations hereunder.

Section 7. Miscellaneous. This Agreement shall be governed by the laws of the
Commonwealth of Pennsylvania. This Agreement may be executed in two Or more counterparts,
each of which shall be an original, and all of which together shall constitute one and the same
instrument. This Agreement may be modified only by a writing signed by both parties hereto.
Neither party hereto may assign its rights, or delegate its obligations, hereunder without the
prior written consent of the other party. The terms and provisions of this Agreememnt are
intended solely for the benefit of the parties hereto and their respective successors and permitted
assigns, and are not intended to confer third-party beneficiary rights upon any third party.
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IN WITNESS WHERECF, eachpanyhascausedthisAgreementtobeexecuted by its
duly authorized officers as of the date set forth above.

THE HEALTHCARE ALLIANCE FOR
WESTERN PENNSYLVANIA, INC.

By:
Title:

WEST PENN ALLEGHENY HEALTH SYSTEM,
INC. :

By:
Title:
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EXHIBIT A

AMENDED AND RESTATED
BYLAWS
OF
[NAME OF CONSTITUENT HOSPITAL}

ARTICLE 1
NAME AND LOCATION

Section 1.  Name. The name of the Corporation is

Section 2.  Principal Office. The principal office of the Corporation shail be
located at ~_, or at such other address as the Board of Directors shall
determine.

ARTICLE 0
PURPOSE; PARTICIPATION IN SYSTEM

Section 1. Purpose. The purposeé of the Corporation are as set forth in the
Articles of Incorporation and include the following:

(1)  To provide, maintain, operate, and support the provision, maintenance
and operation of, on a not-for-profit basis, in-patient and out-patient hospital facilities
and health care services throughout Western Pennsylvania, to all persons who are
acutely ill or otherwise require medical care and services of the kind customarily
furnished 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, all in a manner that is
described in-Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the
"Code™); and

(2) Tocaryon educational and scientific activities related to the care of the
sick and injured.

(3)  To carry on scientific research Telated to the care of the sick and
injured.
(4) To carry on activities designed and carried on to promote the general

healih of the Western Pennsylveania community.
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(5)  To maintain itself as a not-for-profit corporation organized exclusively
for charitable, scientific and educational purposes, with activities conducted in such a
manner that no part of its net earnings shall inure to the benefit of any member,
Director, officer or other individual. Upon termination, dissolution or winding up, the
assets remaining after payment of all liabilities shall be distributed to another
organization described in Section 501(c)(3) of the Code as selected by the Directors in
their sole discretion, subject, however, to prior notice to the Aftorney General of the
Commonwealth of Pennsylvania (the "Attorney General”), approval by the Orphans’
Court of the Commonwealth of Permsylvania (the "Orphans’ Court"), and all
applicable law.

(6) - To exercise such powers in furtherance of the foregoing purposes as are
now or may be granted hereafter by the Nonprofit Corporation Law of the
Commonwealth of Pennsylvania, as amended from time to time, or any successor
legislation (the "PNCL").

Section 2.  Participation in System. The Corporation is a constituent entity of the
health care system serving Western Pennsylvania known as West Penn Allegheny Health
System (the "System") which, as of the date of the adoption of these bylaws, is comprised of
affiliated hospitals and certain other affiliated organizations. These Bylaws, among other
things, establish the relative authority and responsibility of the entities and individuals
participating in the governance and management of the Corporation in its capacity as part of
the System.

ARTICLE II
MEMBER

Section 1.  Member. Subject to Section 9 of this Article III, the sole voting
member of the Corporation (the "Member") shall be West Penn Allegheny Health System,
Inc. (the "Member"), acting through its Board of Directors {the "Member Board"), or through
its Executive Committee (the "Member Executive Committee") or designated officers of the
Member (the "Designated Representatives”) to the extent that the Member has, pursuant to its
Bylaws or by resolution duly adopted by the Member Board, delegated its_authority herein to
the Member Executive Committee or to 2 Designated Representative; provided, however, that
neither the Member Executive Comunittee nor any Designated Representative shall have the -
authority to act on behalf of the Member with respect to any of the actions identified in
Section 2.B of this Article Il

Section 2. Powers and Rights of Member.

A, The Member shall have such powers and rights as are set forth in the PNCL
and the Articles of Incorporation of the Corporation. Without limiting and in addition to such
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powers and rights, the Member shall have the exclusive authority to exercise the following

powers:

(1)  Adopt and/or approve and interpret the statement of mission and
philosophy of the Corporation, and require the Corporation to operate in
conformance with its statement of mission and philosophy;

(2)  Adopt and/or approve amendments or restatements of the bylaws
and Articles of Incorporation of the Corporation, subject, however, to Section 9

of this Articie I, and with respect to am

endments of the following provisions

in the bylaws and Articles of Incorporation of the Corporation, subject to prior
notice to the Attorney General and the prior approval of the Orphans’ Court: (i)
provisions setting forth the purposes of the Corporation; (i) provisions setting
forth the powers reserved exclusively to the Member; (iii) provisions describing
the manner in which the assets of the Corporation are to be distributed upon

termination, dissolution or winding up of

the Corporation; and {iv) Provisions

requiring notice to the Attorney General or approval of the Orphans’ Court
prior to the taking of certain action by the Corporation.

3) Fix the number of, and elect, appoint, fill vacancies in and
remove, with or without cause, the Directors; and elect and remove, with or
without cause, the Chair and Vice Chair of the Board of Directors of the
Corporation, and the Secretary and Treasurer of the Corporation; provided that
no Director or officer shall be removed by the Member without 10 days prior

potice of such removal from the Member

(4)  Designate the administrativ

to the Board of Directors;

e structure of the Corporation and,

after consultation with the Board of Directors of the Corporation, elect and
remove, with or without cause, the President and Chief Executive Officer and
all vice presidents and other officers of the Corporation, provided that no
officer shall be removed by the Member without 10 days prior notice of such
removal from the Member to the Board of Directors;

(5) Cause or approve any meTger, consolidation, division,
conversion, or dissolution of the Corporation, or the filing of a petition in
bankruptcy or execution of a deed of assignment for the benefit of creditors;

(6)  Approve or cause the Corporation to engage in any acquisition or
any sale, lease, exchange, mortgage, pledge or other alienation of any personal
property of the Corporation having a value in excess of an amount to be fixed
from time to time by the Member or any real property of the Corporation;

(7)  Adopt and/or approve any capital or operating budgets of the
Corporation, and approve or direct any unbudgeted expenditure to be
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undertaken individually or collectively by the Corporation and any affiliated
corporations controlled by the Corporation (other than unbudgeted expenditures
which are required in order for the Corporation to be in compliance with
applicable laws, rules and regulations, and state licensing and accreditation
requirements), where the cumulative amount of such unbudgeted expenditures
is in excess of an amount to be fixed from time to time by the Member;

(8) Adopt and/or approve any operating plan or financial plan with
respect to the Corporation, gnd require the Corporation to comply with such
operating or financial plan;

(9)  Approve and/or cause the Corporation to undertake or engage
jtself in respect of any bond issuance or any other indebtedness for borrowed
money of the Corporation, or any lending of funds by the Corporation to an
unrelated person, corporation or other legal entity, including without limitation
any capital leases (other than indebtedness to provide funds for expenditures
necessary in order for the Corporation to be in compliance with applicable
laws, rules and regulations, and state licensing and accreditation requirements,
to the extent such funds are not otherwise reasonably available), representing
obligations of the Corporation in excess of an amount per annum in the
aggregate established from time to time by the Member;

(10) Establish and/or approve the criteria for, and conduct the
evaluation of, the performance of the President and Chief Executive Officer
and all vice presidents and officers of similar rank of the Corporation;

(11) Approve and/or cause the adoption by the Corporation of
proposed settlements of litigation when such settlements exceed applicable
insurance coverage or the amounts reserved in respect thereof of any applicable
self-insurance fund;

(12) Approve and/or cause the adoption by the Corporation of any
contracts between the Corporation and any managed care organization
(including without limitation any health maintenance organization or

independent practice association) or insurance company;

(13) Approve and/or cause any corporate reorganization of the
Corporation or the establishment or dissclution of any subsidiary organizations,
including corporations, partnerships or other entities, of the Corporation;

(14)  Adopt and/or approve the strategic plan of the Corporation; and
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(15) ~Approve or direct the taking of any other action outside of
ordinary course of business and such matters as are required to be submitted to
corporate members of a Pennsylvania nonprofit corporation.

Except as otherwise required by the PNCL, and subject to Section 9 of this Article I1I, the
action of the Member with respect to each of the foregoing actions shall be sufficient to
approve such actions, no action by the Board of Directors of the Corporation shall be required
with respect to any such actions, and, to the full extent permitted by law, no action of the
Board of Directors with respect to any such actions shall be effective for any purpose without
the approval of the Member.

B. Each of the following actions may be approved by the Member only through
action of the Member Board, and not through action of the Member Executive Committee or
any Designated Representative:

(1) The adoption or approval of a statement of mission and philosophy
of the Corporation;

(2) The adoption or approval of any amendments of the Bylaws or
Articles of Incorporation of the Corporation;

(3) The approval of any merger, consolidation, division, conversion, or
dissolution of the Corporation, or tbe filing of a petition in bankruptcy or
execution of a deed of assignment for the benefit of creditors, or the sale or
other disposition of all or substantially all of the assets of the Corporation;

(4)  The election, appointment and removal of the Directors, the
Chair and Vice Chair of the Board of Directors of the Corporation, and the
Secretary and Treasurer of the Corporation; and

(5)  The approval of any bond issuance or incurrence of any other
indebtedness for borrowed money of the Corporation, or any lending of funds
by the Corporation to an unrelated person, corporation or other legal entity,
including without limitation any capital leases.

Section 3.  Meetings of Member. Meetings of the Member may be held at such
place within the Commonwealth of Pennsylvania as the Member may from time to time
determine, or as may be designated in the notice of the meeting.

Section 4.  Annual Meeting of the Member.

A, Unless otherwise fixed by the Member, the annual meeting of the Corporation

shall be held in June of each year. At each annual meeting, (i) the Board of Directors shall
present to the Member an annual report regarding the financial performance of the
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Corporation, and (ii) the Member shall appoint the Board of Directors of~ the Corporation in
accordance with Article IV and all officers that pursuant to the Bylaws are then to be
appointed by the Member. If the annual meeting shall not be called and held within one (1)
month of the date specified in this Article III, Section 4 or fixed by the PMember in
accordance with this Article ITI, Section 4, as applicable, any members o—f the Board of
Directors and any officers theretofore appointed by the Member shall coratinue to serve unless
removed by the Member (or unless the applicable member of the Board of Directors or officer
resigns), and a special meeting may be held in place thereof with the same force and effect as
the annual meeting, and in such case all references in these Bylaws, except in this Article III,
Section 4, to the anmual meeting of the Corporation shall be deemed to resfer to such special
meeting. Any such special meeting shall be called and notice given as pwovided in Article IIT,
Sections § and 7, as applicable.

B. Immediately after each annual appointment of the Board o=f Directors by the
Member at the annual meeting or a special meeting, the Board of Directears of the Corporation
shall meet for the transaction of business to be conducted by the Board o f Directors at the
place where the annual or special meeting of the Member was held. NotJce of such meeting
need not be given. If such meeting is to be held at any other time or pla_ce, notice thereof
shall be given as provided in Article V, Section 1 for special meetings of the Board of
Directors.

Section 5. Special Meetings of the Member. Special meetings. of the Member shall
be held whenever called by the Board of Directors of the Corporation, or by written demand
of the Member.

Section 6. Action Without a Meeting. Any action which may be taken at a
meeting of the Member may be taken without a2 meeting if a consent in woriting setting forth
the actions so taken shall be signed by the Member, and filed with the Sexcretary of the
Corporation.

Section 7. Notice of Meetings; Participation by Conference Teelephone.

A. Unless otherwise provided in these Bylaws, whenever written notice is required to
be given to the Member under the provisions of the Articles of Incorporation, these Bylaws,
or the PNCL, it may be given by sending a copy thereof first class mail, postage prepaid, by
personal delivery, or in the case of notices other than notices of meetings., by telecopy with
confirmed receipt to the address of the Member appearing on the books o-f the Corporation. If
the notice is sent by mail, it shall be deemed to have been given to the MIember entitled
therelo when deposited in the United States mail, postage prepaid. A notice of meeting shall
specify the place, day and hour of the meeting and any other information required by law or
these Bylaws, and, unless the meeting is an annual meeting, shall indicates that the potice is
being issued by or at the direction of the person(s) calling the meeting. Motice of each
mecting of the Member shall be given not less than five days before the clate of the meeting,
except in the case where fundamental changes to the Corporation under Chapter 59 of the
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PNCL will be considered, in which case such notice shall be given pot le ss than ten days
before the date of the meeting. Every such notice shall state the date, tire and place of the
meeting, and notices of special meetings of the Member shall also set forth the general nature
of the business to be conducted at such meeting.

B. When a meeting is adjourned, it shall not be necessary to give any notice of the
adjourned meeting and of the business to be transacted at an adjourned mmeeting in accordance
with the provisions of this Article I, Section 7 if the day, time and placee to which the
meeting is adjourned is announced at the meeting at which the adjournme=nt is taken.

C. Whenever notice of a meeting is required, such notice neeci not be given to the
Member if a written waiver of notice executed by the Member is filed wi th the records of the
Corporation. Attendance by the Member at any meeting of the Member =shall constitute a
waiver by the Member of notice of such meeting, except where the Memer attends a meeting
for the express purpose of objecting, at the beginning of the meeting, to the transaction of any
business because the meeting was not Jawfully called or convened.

D. One Or more persons may participate in a meeting of the Member by means of
conference telephone or similar communications equipment by means of -which all persons
participating in the meeting can hear each other. Participation in a meetimg pursuant to this

subsection shall constitute presence in person at such meeting.

Section 8.  Resolutions. Whenever the language of a proposed resolution is
included in a written notice of a meeting of the Member, the meeting corasidering the
resolution may without further notice adopt it with such clarifying or other amendments as do
not enlarge its original purpose.

Section 9. Additional Members. Notwithstanding anything hexein to the contrary,
upon the occurrence of a Triggering Event (as defined below), then effective immediately and
automatically upon the occurrence of such Triggering Event and without further action by the
Member, the voting members of the Corporation shall include, in addition to the Member
identified in Section 1 of this Article Il hereof, all of the then-current m_embers of the Board
of Directors of the Corporation, and any reference in these bylaws to "the Member" shall be
deemed to be a reference to "the Members" as identified in this Article IEL, Section 9, each of
whom shall have one vote, and all of whom together shall have the authority that, but for
operation of this Article [T, Section 9, would be vested in the Member. From and after the
occurrence of a Triggering Event, (i) 2 majority of the Members shall comstitute a quorum at
any meeting of the Members and (ii) the affirmative vote of two-thirds (Ot greater) of the
whole number of Members shall be required 1o approve any matter to be voted on by the
Members. For purposes of this Section, "Triggering Event” sball mean any of the following
occurrences:

D08477/1000/231597.1 7 1171899 2:02pm

WPAHS-002413



(1)  aFinal Determination (as defined below) shall have been entered
denying the Member’s application for recognition as an Exempt Organization (as
defined below) or revoking the Member’s status as an Exempt Organization;

(2)  the Member shall have taken all corporate action necessary to approve
(x) the dissolution of the Member or (y) the filing by the Member of a voluntary
petition in bankruptcy;

(3)  the Member shall have admitted in writing its inability to pay its debts
as they come due; or

(4)  an involuntary petition for the dissolution and winding up of the
Member shall have been filed, which such petition is not dismissed within 60 days of
the filing thereof.

“Final Determination” shall mean a decision, judgment, decree or other order by the Internal
Revenue Service or a court of competent jurisdiction which is final and unappealable, or
which has become unappealable because the time for instituting an appeal has expired.
"Exempt Organization” shall mean an organization exempt from federal income taxation
pursuant to Section 501(a) of the Code as an organization described in Section 501(c)(3) of
the Code. Notwithstanding anything herein to the contrary, amendment of this Section 9 shall
require approval of both the Member and at least two-thirds of the entire Board of Directors
of the Corporation.

Section 10. Operating Reports, The Board of Directors of the Corporation shall
submit operating reports to the Member in such form and on such schedule as shall be
established by the Member. Such operating reports shall reflect the results of operations of
the Corporation and of any affiliates of the Corporation that are controlied by the Corporation.

ARTICLE IV
THE BOARD OF DIRECTORS

) Section 1.. Powers and Responsibility. Subject to Article I hereof and to the
other rights and powers of the Member specified herein or in the Articles of Incorporation or
otherwise provided hereby or in the Articles of Incorporation or by law, the Board of
Directors shall have charge, control, and management of the administrative affairs, property
and funds of the Corporation and shall have the power and authority to do and perform all
acts and fumctions not inconsistent with these Bylaws, the Articles of Incorporation, and
applicable law, in each case as amended from time to time. Such responsibility shall include
without limitation management of the Medical Staff as contemplated by Article VIII, Section
1 hereof; adoption, amendment, repeal and restatement of the Medical Staff Bylaws, as
proposed by the Medical Staff pursuant to Article VIII, Section 1 hereof; implementation of
any operational or financial plan adopted by the Member; maintenance of quality patient care;
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and institutional management and planning. Without Jimiting the generality of the foregoing,
the Board of Directors shall have power and authority to, and shall be responsible to, establish
and manage the Corporation's program for compliance with all legal requirements applicable
to the Corporation, all accreditation and licensing requirements and the conditions of
participation in all governmental payor programs. The Board of Directors shall also prepare,
for the Member’s review and approval, on such timetable as the Member shall establish,
proposed annual budgets for the Corporation, which budgets shall be consistent with any
operating plan or financial plan adopted or approved by the Member and then in effect.

Section 2.  Composition of the Board; Appointment Qualifications. The Board of
Directors shail be composed of not fewer than five nor more than twenty voting members,

exclusive of non-voting ex officio Directors. The exact number of voting Directors shall be as
fixed from time to time by the Member, except that as of the date of adoption of these
bylaws, the Board of Directors of tbe Corporation shall be comprised of the members
identified on Exhibit A hereto, each having the term identified for such individual by the
Member (and any individuals serving as Directors immediately before the effectiveness of
these bylaws who are not identified on Exhibit A shall be deemed removed immediately upon
such effectiveness). Directors shall generally be appointed at the annual meeting of the
Member, but may be appointed at any regular or special meeting of the Member; provided
that, at least thirty percent of the Board shall be composed of physicians on the Medical Staff,
and provided , further, that except for the ex officio Directors specified in Section 4 of this
Article IV, the Board of Directors shall not include any full time employees of the Member,
of the Corporation or of any of the other “Constituent Corporations” as defined in the Bylaws
of the Member. Each Director of the Corporation shall be a natural person of at least
cighteen years of age, of good moral character and who enjoys a good reputation in the
community, and who, by his or her experience, community interest, or prior action,
demonstrates a willingness to devote time and talent to the affairs of the Corporation and to
exercise his or her judgment with undivided loyalty to the Corporation. Each Director shall
further satisfy the requirements set forth in Section 9 of this Article IV.

Section 3. Term of Office. Subject to Section 5 of this Article IV, Directors, other
than ex officio Directors, shall serve for one, two or three year terms, as specified by the Member.
In the event that the Member elects to classify the Board of Directors for purposes of staggering
their respective-terms of office, then the number of Directors assigned to each class shall be as
nearly equal as possible to those assigned to each other class. Fach Director shall retain his or
her position as Director until his or her successor shall be duly appointed and qualified or wntil
his or her earlier death, resignation or removal, except that an ex officio Director shall retain his
or her position as Director only during his or her teoure in the position from which his or her
respective ex officio status is derived, or until his or her earlier death, resignation, or removal.
Directors may be re-elected for unlimited successor terms.

Section 4. Ex Officio Directors.
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A.  The following persons shall serve as ex officio Directors of the Corporation with
vote:

(1)  President and Chief Executive Officer of the Member,
'(2)  President and Chief Executive Officer of the Corporation; and
(3)  President of the Medical Staff of the Corporation.
In the event that any individual holds multiple ex officio positions s/he shall have one vote.

B. The following person(s) shall serve as ex officio director of the Corporation without
vote:

The president of each Auxiliary of the Corporation.
Section 5. Removal, Resignation. Vacancies.

A The Member may, in its discretion, remove any Director at any time, with or.
without cause, upon 10 days prior notice to the Board of Directors. Without limiting the
generality of the foregoing, upon such notice the Member may, in its discretion, remove and
replace all or a portion of the Board of Directors if the Member determines that the Corporation
has failed to comply with any operating or financial plan adopted or approved by the Member.
Unless such removal notice is revoked by the Member during the 10 day notice period, any such
removal shall be effective immediately upon expiration of the notice period.

B. Any Director may resign from office with or without cause, by delivering a written
statement of resignation to the Secretary of the Corporation. Any such resignation shall take
effect immediately upon its receipt by the Secretary of the Corporation, unless a later effective
time or date for the resignation is specified in the notice of resignation.

C. Any person appointed to fill a vacancy on the Board of Directors shall be
‘appointed for the unexpired term of the Director whose death, resignation, or removal gave rise
to the applicable vacancy.- -

Section 6. Orientation of Directors. Newly elected or appointed Directors shall be
oriented to the functions and procedures of the Board of Directors. Such orientation shall be
carried out under the supervision of the President and Chief Executive Officer.

Section 7.  No Compensation. No Director shall receive any compensation for acting
as a Director. Directors who are officers or employees of the Corporation may receive
compensation for those duties.
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Section 8.  Review of Bylaws. The Board of Directors shall review these Bylaws of
the Corporation annually, and based on such review, may propose amendments to these Bylaws
to the Member of the Corporation.

Section 9.  Conflict of Interest. Directors shall exercise good faith in all transactions
touching upon their duties at the Corporation and its property. No director shall use his or her
position, or knowledge gained therefrom, in any way that might give rise to a conflict between
the interest of the Corporation and that of the individual Director. The Board of Directors shall
adopt a conflict of interest policy, and each Director and officer of the Corporation shall agree
in writing to be bound thereby as a prerequisite to his or her qualification as a Director or officer,
as the case may be. :

ARTICLE V
MEETINGS OF THE BOARD OF DIRECTORS

Section 1.  Regular and Annual Meetings of the Board of Directors. The Board of
Directors shall hold regular meetings at such time and place as determined by the Board or the
Chair; provided that the Board shail meet not less than four times per year. The Annual Meeting
shall be held as provided in Article III, Section 4 of these Bylaws. Notice of any meeting shall
be mailed, personally delivered or faxed to each Director entitled to vote at least 5 days prior to
the meeting to the Director’s address (or fax number) on the books of the Corporation. Voting
by proxy shall not be permitted at any meeting.

. Section 2. Special Meetings. Special meetings may be held at any time upon call of
the Member or the Chair or upon receipt by the President and Chief Executive Officer of the
written request of at least three Directors.

Section 3. Public Meeting. The general public shall be invited to attend at least one
meeting of the Board of Directors on an annual basis. Such meeting shall be well-publicized in
advance of the meeting date and shall be held at a time convenient for attendance by the general
public.

Section 4.  Quorum. A muajority of the entire Board of Directors (without counting
non-voting ex officio Directors) shall constitute a quorum at any regular meeting; provided that
a quorum shall not be present at any meeting unless a majority of those Directors present are not
members of the medical staff of the Corporation. Once a quorum is established, subsequent
withdrawal of individuals to less than a quorum shall not affect the validity of any subsequent
action taken at the meeting. Except as otherwise required by the PNCL, approval of any matter
before the Board of Directors by a majority of the Directors entitled to vote and present at a
meeting shall constitute approval of the applicable matter by the Board.

Section 5. Action Without a Meeting, Any action which may be taken at a meeting
of the Board or any committee thereof may be taken without a meeting if consent in writing
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setting forth such action is signed by all of the Directors entitled to vote or members of the
committee, and is filed in the minutes of the proceedings of the Board or of the committee.

Section 6. Rules of Conduct. Meetings of the Board of Directors and Committees of
the Board of Directors will be conducted in accordance with such rules as may be established by
the Board of Directors.

Section 7.  Participation by Conference Telephone. One or more Directors or members
of a Committec established pursuant heretc may participate in a meeting of the Board of
Directors or such Committee by means of conference telephone or similar communications
equipment by means of which all persons participating in the meeting can hear each other.
Participation in a meeting pursuant to this subsection shall constitute presence in person at such
meeting.

Section 8. Waiver of Notice. Whenever any written notice is required to be given
under the provisions of the these bylaws or the PNCL, such notice need not be given to any
Director who submits a signed waiver of notice whether before or after the meeting, or who
attends the meeting without protesting, prior thereto or at its commencement, the lack of notice
to such Director.

ARTICLE VI
OFFICERS

Section 1. Officers Generally. The officers shall be a Chair, a Vice-Chair, a Secretary,
a Treasurer, a President and Chief Executive Officer, and such Vice Presidents and other
subordinate officers as the Member shall designate. The Chair, Vice Chair, Secretary, and
Treasurer shall be appointed from among the elected (i.e., non-ex officio) members of the Board
of Directors. All other officers need not, but may, be selected from among such elected members
of the Board of Directors. No full-time employee of the Member or of the Corporation shall be
eligible to serve as Chair or Vice Chair of the Corporation. '

Section 2. Appointment of Officers. The officers shall be appointed by the Member,
afier consultation with the Board of Directors of the Corporation, at the Annual Meeting of the
Member each year and shall hold office for terms of one year and until their successors are duly
installed, subject in each case to an officer’s earlier death, resignation or rernoval. Vacancies in
any office may be filled by action of the Member after consultation with the Board of Directors
of the Corporation. So long as the Member is the sole Member of the Corporation, no full-time
employee of the Member or of the Corporation shall be eligible to serve as Chair or Vice Chair
of the Corporation. Further, the Chair shall be appointed from among individuals who also serve
on the Member’s Board of Directors. Nothing contained herein shall be construed as prejudicing
any officer’s rights with respect to compensation under any employment agreement with the
Corporation.
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Section 3.  Chair. The Chair shall preside at all meetings of the Board of Directors,
and at the Annual Meeting of the Member each year shall present the report of the Board of
Directors. The Chair shall be responsible to review the performance of the Board of Directors
on an annual basis, and to report on such performance to the Member. The Chair shall have such
authority, and sball perform all duties, ordinarily required of an officer in like position, and such
other authority and duties as may be assigned by the Member.

Section 4.  President and Chief Executive Officer. The President and Chief Executive
Officer of the Corporation shall be an ex officio member of the Board. The President and Chief
Executive Officer shall have all authority and responsibility necessary to operate the Corporation
in al] its activities, subject, however, to the policies and directives of the Member and of the
Board of Directors with regard to the matters as to which the Board of Directors is responsible,
and to the provisions of the Corporation’s Articles of Incorporation and Bylaws. The President
and Chief Executive Officer shall have responsibility for implementing compliance with state
licensing regulations and Joint Commission on Accreditation of Health Care Organizations
accreditation requirements including regulations and requirements relative to quality of care and
quality assessment and improvement mechanisms. The President and Chief Executive Officer
chall serve as the liaison between the Board of Directors and the Medical Staff and assist the
Medical Staff with its organization and medical-administrative responsibilities.

Section 5.  Vice Chair. The Vice-Chair shall perform the duties of the Chair when for
any reason the Chair is unable to perform the same.

Section 6. Secretary. The Secretary shall keep and properly record the minutes of the
proceedings of the Board of Directors, notify officers of their election and committee members
of their appointment, give notice of all meetings of the Board of Directors and the Executive
Commiittee, have custody of the corporate seal and of all books and papers pertaining to the
office, and generally shall have such authority, and shail perform all duties, ordinarily required
of an officer in like position.

Section 7.  Treasurer. The Treasurer shall receive and have custody of all funds,
money, and income of the Corporation not otherwise specifically provided for by the Member
and shall deposit the same in such depository or depositories as the Board shall designate. The
Treasurer shall have such authority, and shall perform all duties, ordinarily required of an officer
in like position, and such other authority and duties as may be assigned by the Member.

Section 8.  Resignation. Any officer may resign at any time by giving written notice
thereof to the Chair, the President and Chief Executive Officer or the Secretary of the
Corporation. Any such resignation shall take effect on the date of receipt of such notice by one
of the above-specified officers, or at such later time specified therein, and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective.

Section 9.  Removal. Amy officer of the Corporation may be removed, with or without
cause, by the Member whenever in the judgment of the Member the best interests of the
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Corporation will be served thereby. Nothing contained herein shall be construed as prejudicing
any officer’s rights with respect to compensation under any employment agrecment with the
Corporation.

ARTICLE VI
COMMITTEES OF THE BOARb OF DIRECTORS

Section 1. Committees Generally. The Directors, upon direction of the Member, shall
establish the following committees, and, upon the approval of the Member, may establish such
other committees (standing or special) as the Board of Directors shall determine to establish, with
such authority and composition as the Board of Directors shall determine (subject only to the
rights and powers of the Members as set forth in the PNCL, the Articles of Incorporation, and
these Bylaws, and the limitations or delegation of the Board’s authority pursuant to the PNCL):

Executive Committee

Finance Committee

Strategic Planning and Capital Development Committee
Audit Committee

Quality Assurance/Risk Management Committee
Medical Affairs Committee

mmoOwe

Section 2. Powers of the Executive Committee. From and after its establishment, the
Executive Committee shall have and may exercise the powers of the Board of Directors in the
management of the business affairs of the Corporation, except that the Executive Committee shall
not have authority with respect to any of the following matters:

A. The submission to the Member of any action requiring approval of
the Member;

B. Amending or repealing any resclution of the Board of Directors; or

C. Approving any matters which pursuant to the Bylaws or resolution
. - of the Board of Directors is reserved to another established committee of the
Board.

Section 3. Finance Committee. From and afier its establishment, this Committee shall
review and recommend to the Board of Directors the annual budget to be proposed to the
Member, establish and review periodic budgetary reports and meet with the Corporation’s
independent auditors following receipt of the annual audit. This Committee shall also review and
recommend the financial plan of the Corporation. This Committee shatl meet at least quarterly
to review the budget and financial performance of the Corporation and its affiliates, and to review
and recommend approval or disapproval of any proposed unbudgeted expenditures by the

~
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Corporation where the cumulative amount of such unbudgeted expenditures is in excess of the
amount fixed from time to time by the Member.

Section 4. Strategic Planning and Capital Development Committee. From and after
its establishment, this Committee shall propose long range plans for the Corporation for the
consideration of the Member, with the goal of constantly improving services, facilities and
programs. These plans shall be periodically reviewed and revised by the Committee, and shall
be subject to approval by the Member.

Section 5. Audit Committee. From and after its establishment, this Committee shall
cause to be audited the accounts of the Treasurer and of the Corporation at the close of each year
prior to the annual meeting of the Corporation, shall render a full report to the Member at its
annual meeting, and shall have such other responsibilities and authority as designated by the
Board in a resolution.

Section 6.  Quality Assurance and Risk Management Committec. From and after its
establishment, this Committee shall conduct itself as a forum for the discussion, analysis, review
and oversight of hospital policy and procedure concemning quality assurance activities and
standards as outlined in the Corporation’s quality assurance program; shall be responsible for
evaleating and monitoring the Corporation’s quality assurance program; and shall make
recommendations to the Board of Directors pursuant to its findings.

Section 7.  Medical Affairs Committee. From and after its establishment, this
Committee shall evaluate the types and scopes of clinical programs and services provided by the
Corporation and make recommendations to the Board of Directors regarding the same; shall
provide medico-administrative liaison with the Board of Directors, Medical Board and the
President and Chief Executive Officer; shall monitor the activities of the Corporation in the areas
of medical education and research; and to the extent requested by the Board, shall assist the
Roard with the resolution of disputes concerning medical affairs, including, without limitation,
interdisciplinary disputes and credentialling disputes.

Section 8.  Appointment of Committees. The members of any standing or special
Committee shall be appointed by the Board. Each Committee shall include at. least three
Directors,-including -ex officio members. The Chair and the President and Chief Executive
Officer shall be ex officio members of all cornmittees with full voting privileges. Each other
member of a committee shall serve for a term of one year and until his or her successor has been
appointed, subject to his or her earlier death, resignation or removal.

Section 9. Medical Staff Participation. Each Committee shall include at Jeast two
members of the Medical Staff.

Section 10. Meetings of Committees. All standing Committees shall function under the
direction of the Board of Directors and shall meet as often as necessary to transact their business
and shall make such reports as they may deem necessary or which may be specifically required
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of them. Minutes shall be kept of each meeting of each Committee and such minutes shall be
disseminated to all members of the Board of Directors, and to the Member.

Section 11.  Quorum; Act of Committee. A majority of the members of a Commmittee
shall constitute a quorum for the transaction of business. Once a quorum has been established,
subsequent withdrawal of committee members so as to reduce the number of members present
to Jess than a quorum shall not affect the validity of any subsequent action taken at the meeting.
Approval of any matter before any Committee by a majority of those present at a meeting of 2
Committee where 2 quorum is present shall constitute approval of the applicable matter by the

applicable Committee.

Section 12. Resignation. Any Committee member may resign at any time by giving
written notice thereof to the Chair, the President and Chief Executive Officer or the Secretary of
the Corporation. Any such resignation shall take effect on the date of receipt of such notice by
one of the above-specified officers, or at such later time specified therein, and, unless otherwise
specified therein, the acceptance of such resignation shall not be necessary to make it effective,

Section 13. Removal. Any Committee member may be removed, with or without
cause, by the Board or the Member whenever in the judgment of the Board or the Member the
best interests of the Corporation will be served thereby, provided that if any Committee mermber

. is removed by the Member, at Jeast 10 days advance notice of such removal shail be given by
the-Member to the Board of Directors.

ARTICLE VII
THE MEDICAL STAFF

Section 1.  Medical Staff Generally. The Board of Directors shall create a functional
unit within the Corporation known as the Medical Staff. it shall be composed of physicians,
dentists, and such other health care practitioners as determined by the Board. The Medical Staff
shall be delegated the responsibility for making recommendations conceming the clinical
privileges and Medical Staff appointment of practitioners, the quality of medical care delivered
in the hospital operated by the Corporation (the "Hospital"), and rules and regulations governing
the practice of: practitioners within the Hospital. The Medical Staff shall be an internal
component of the Hospital. It shall have bylaws outlining its structure and function so that it
may fulfill its delegated responsibilities in an effective fashion. Only such Medical Staff Bylaws
as are adopted by the Board of Directors shall be effective. The Board retains the right to rescind
any authority or procedures delegated to the Medical Staff by bylaws or otherwise and to amend
the bylaws as necessary for the good operation of the Hospital. The power of the Board of
Directors to adopt or amend Medical Staff bylaws, rules, and regulations, shall not be dependent
upon ratification by the Medical Staff.
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Section 2.  Organization of Medical Staff. The Medical Staff shall be divided into
clinical departments. The appointment of clinical department chairs, and of all Medical Staff
standing committee chairs shall be approved by the Board of Directors.

Section 3. Appointment to Medical Staff. All appointments to the Medical Staff shall
be made by the Board of Directors for a period not to exceed two years. Appointments,
reappointments, and the delineation of privileges shall be made in accordance with Hospital
policy and/or the Medical Staff bylaws; provided, however, that nothing therein contained shall
limit the legal rights and obligations of the Board of Directors with respect to such matters.

Section 4. Denial of Privileges. In the circumstances delineated in the Medical Staff
bylaws, and to the extent provided therein, an applicant to the Medical Staff or a Medical Staff
" member affected by an action relating to Medical Staff privileges shall be afforded the
opportunity of a full hearing before an appropriately constituted body (which body may be a joint
conference of other hospitals comprising part of the System), conducted in such manner as to
assure due process and to afford full opportunity for the presentation of all pertinent information,
pursuant to the Corporation’s hospital policy or the Medical Staff bylaws. No recommendation
or action other than as set forth in the Medical Staff bylaws shall constitute grounds for a
hearing.

ARTICLE IX
PATIENT’S BILL OF RIGHTS

Section 1.  Patient’s Bill of Rights. The individual designated by the President and
Chief Executive Officer as "Patient Representative” or other responsible management individual
as may be charged by the President and Chief Executive Officer from time to time shall be
responsible to ensure that a Patient’s Bill of Rights not less in substance and coverage than
required by the Pennsylvania Department of Health regulations shall be disseminated to all
patients of the Hospital.

ARTICLE X
- FISCAL YEAR AND ANNUAL REPORT

Section 1.  Fiscal Year. The Fiscal Year of the Corporation shall be begin on the first
day of July of each year and end on the last day of June of the succeeding year.

Section 2. Annual Report. As soon as may be convenient following the close of the
Fiscal Year, the Board of Directors may cause to be published for general distribution an Annual

Report containing such information regarding the work and affairs of the Hospital for the
preceding Fiscal Year as in their discretion may be deemed advisabie.
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ARTICLE XI
AUXILIARY ORGANIZATIONS

Section 1.  Auxiliary Organizations. The Board of Directors may provide for the
establishment or permit the operation of one or more auxiliary organizations. The bylaws of these
organizations shall be subject to approval by the Board of Directors and the Member.

ARTICLE XTI
SEAL

Section 1. Seal. The seal of the Corporation shall be in such form as may be
approved by the Board of Directors.

ARTICLE XTI
LIABILITY OF DIRECTORS

Section' 1. Standard of Care and Fiduciary Duty. [Each Director shall stand in a
fiduciary relation to this Corporation and shall perform his or her duties as a Director, including
his or her duties as 2 member of any committee of the Board upon which the Director may serve,
in good faith, in a manner the Director reasonably believes to be in the best interests of this
Corporation, and with such care, including reasonable inquiry, skill and diligence, as a person of
ordinary prudence would use under similar circumstances. In performing his or her duties, each
Director shall be entitled to rety in good faith on information, opinions, reports or statements,
including financial statements and other financial data, in each case prepared or presented by any
of the following:

(@ one or more officers or employees of this
Corporation whom the Director reasonably believes to be
reliable and competent in the matters presented,

(b) - counsel, public accountants or other persons as to
matters which the Director reasonably believes to be within
the professional or expert competence of such persons; and

()  acommittee of the Board of this Corporation upon
which the Director does not serve, as to matters within its
designated authority, which committee the Director
reasonably believes to merit confidence.

A Director shall not be considered to be acting in good faith if the Director has knowledge
concerning the matter in question that would cause his reliance to be unwarranted.
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Section 2.  Limitation on Liability. Neither the Member nor any Director of the
Corporation shall be personally liable for monetary damages for any action taken, Or any failure
to take any action, provided howevet, that this provision shall not eliminate or limit the Liability
of the Member or any Director to the extent that such elimination or limitation of liability is

expressly prohibited by, Section 5713 of the PNCL, as in effect at the time of the alleged action
or failure to take action by such Member or Director.

Section 3.  Preservation of Rights. Any repeal or modification of this Article shall not
adversely affect any right or protection existing at the time of such repeal or modification to
which any Member, Director or former Member or Director may be entitled under this Article.
The rights conferred by this Article shall continue as to any person who has ceased to be the
Member or a Director of the Corporation and shall inure-to the benefit of the successors, beirs,
executors, and administrators of such person.

ARTICLE XIV

INDEMNIFICATION

Section 1. Mandatory Indemnification of Directors and Officers. The Corporation shall
indemnify, to the fullest extent now or hereafter permitted by law, each Director and officer
(including each former Director or officer) of the Corporation who was or is or.is threatened to
be made a party to Or a witness in any threatened, pending or completed action or proceeding,
whether civil, criminal, administrative or investigative, by reason of the fact that the Director or
officer is or was an authorized representative of the Corporation, or is or was serving at the
written request of the Corporation as a representative of another domestic or foreign corporation
for profit or not-for-profit, partnership, joint venture, trust or other enterprise, against all expenses
(including attorneys” fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by the Director or officer in connection with such action, suit or proceeding
if such Director or officer acted in good faith and in a manner he or she reasonably believed to
be in, or not opposed to, the best interest of the Corporation and, with respect to any criminal
proceeding, had no reasonable cause to believe his or her conduct was unlawful.

Section 2.  Mandatory Advencement of Expenses to Directors and Officers. The
Corporation shall pay expenses (including attorneys” fees) incurred by a Director or officer of the
Corporation referred to in Section 1 of this Article XIV in defending or appearing as 2 witness
in any civil or criminal action, suit or proceeding described in Section 1 of this Article XIV in
advance of the final disposition of such action, suit or proceeding. The expenses incurred by
such Director or officer shall be paid by the Corporation in advance of the final disposition of
such action, suit or proceeding only upon receipt of an undertaking by or on behalf of such
Director or officer to repay all amounts advanced if it shall ultimately be determined that the
Director or officer is not entitled to be indemnified by the Corporation as provided in Section 4
of this Article XIV.
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Section 3. MMM- The
Corporation may, as determined by the Board of Directors from time to time, indemnify, in full
or in part, to the fullest extent now or hereafter permitted by law, any person who was or is or
is threatened to be made a party to or a witness in, or is otherwise involved in, any threatened,
pending or completed action or proceeding, whether civil, crminal, administrative or
investigative, by reason of the fact that such person is or was an authorized representative of the
Corporation or is or was serving at the request of the Corporation as a representative of another
domestic or foreign corporation for profit or not-for-profit, partnership, joint venture, trust or
other enterprise, both as to action in his official capacity and as to action in another capacity
while holding such office or position, against all expenses (including attorneys’ fees), judgments,
fines and amounts paid in settlement actually and reasonably incurred by such person in
conjunction with such action, suit or proceeding if such person acted in good faith and in a
mamner he or she reasonably believed to be in, or not opposed to, the best interest of the
Corporation and, with respect to any criminal proceeding, had no reasonable cause to believe his
or her conduct was unlawful. The Corporation may, as determined by the Board of Directors
from time to time, pay expenses incurred by amy such person by reason of such person’s
participation in an action, suit or proceeding referred to in this Section 3 in advance of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of
such person to repay such amount if it shall ultimately be determined that such person is not

*

entitled to be indemnified by the Corporation as provided in Section 4 of this Article XIV.

Section 4.  Scope of Indemnification. Indemnification under this article shall not be
made by the Corporation in any case where 2 court determines that the alleged act or failure to
act giving rise to the claim for indemnification is expressly prohibited by Chapter 57, Subchapter
D of the PNCL or any successor statute as in effect at the time of such alleged action or failure
to take action.

Section 5.  Miscellaneous. Each Director and officer of the Corporation shall be
deemed to act in such capacity in reliance upon such rights of indemnification and advancement
of expenses as are provided in this Article.. The rights of indemnification and advancement of
expenses provided by this Article shall not be deemed exclusive of any other rights to which any
person seeking indemnification or advancement of expenses may be entitled under any agreement,
vote of members (if any), disinterested Directors, statute or otherwise, both as to action in such
person’s official capacity and as to action in another capacity while holding such office or
position, and shall continue as to a person who has ceased to be an authorized representative of
the Corporation and shall inure to the benefit of the heirs, executors and administrators of such
person.  Any repeal or modification of this Article by the members (if any) or the Board of
Directors of the Corporation shall not adversely affect any right or protection existing at the time
of such appeal or modification to which any person may be entitled under this Article.

Section 6. Definition of Authorized Representative. For the purposes of this Article, the
term, "authorized representative” shall mean a director, officer (including a former director of

officer), or employee of the Corporation or of any corporation controlled by the Corporation, or
a trustee, custodian, administrator, committeeman or fiduciary of any employee benefit plan
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established and maintained by the Corporation or by any corporation controlied by the
Corporation, or person serving another corporation, partnership, joint venture, trust or other
enterprise in any of the foregoing capacities at the written request of the Corporation. The term
wauthorized Tepresentative” shall not include money managers or investment advisors (or any
employees thereof) hired by the Corporation, and shall not include (i) agents of the Corporation
unless indemnification thereof is expressly approved by the Board of Directors, or (ii) any
Medical Staff appointee serving in his or her teaching or clinical capacity.

Section 7.  Funding to Meet Indemnification Obligations. Subject to the approval of
the Member, the Board of Directors shall have the power to borrow money on behalf of the
Corporation, including the power to pledge the assets of the Corporation, from time to time to
discharge the Corporation’s obligations with respect to indemnification, the advancement and
reimbursement of expenses, and the purchase and maintenance of insurance for the benefit of the
Corporation and any person indemnified pursuant hereto. Upon the approval of the Member, the
Corporation may, in Heu of or in addition to the purchase and maintenance of insurance, establish
and maintain a fund of any nature or otherwise secure or insure in any manner its indemnification
obligations, whether arising pursuant to this Article or otherwise.

ARTICLE XV

AMENDMENTS OF THESE BYLAWS AND/OR THE
ARTICLES OF INCORPORATION OF THE CORPORATION

The power to amend, modify, alter or repeal these Bylaws or the Articles of
Incorporation, is hereby exclusively vested in the Member of the Corporation subject, however,
to Section 9 of Article III, and with respect to amendments of the following provisions in the
bylaws and Articles of Incorporation of the Corporation, subject to prior notice to the Attorney
General and the prior approval of the Orphans’ Court: (i) provisions setting forth the purposes
of the Corporation; (ii) provisions setting forth the powers reserved exclusively to the Member;
(iii) provisions describing the manner in which the assets of the Corporation are to be distributed
upon termination, dissolution or winding up of the Corporation; and (iv) provisions Tequiring
notice to the Attorney General or approval of the Orphans’ Court prior to the taking of certain
action by the Corporation.

ARTICLE XVI

SUBVENTIONS
The Corporation shall be authorized by resolution of the Board of Directors or the
Member to accept subventions from the Member or nonmembers on terms and conditions not
inconsistent with PNCL § 5542, and to issue certificates therefor. The resolution of the Board

of Directors or the Member may provide that the holders of subvention certificates shall be
entitled to a fixed or contingent periodic payment out of the corporate assets equal to a
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percentage of the original amount or value of the subvention. The rights of holders of subvention
certificates shall at all times be subordinate to the rights of creditors of the Corporation.

% k% %
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ALLEGHENY MEDICAL PRACTICE NETWORK

CONFLICTS OF INTEREST POLICY

Article I
Purpose

The purpose of this conflicts of interest policy is to protect the interest of Allegheny
Medical Practice Network (the "Corporation") when it is contemplating entering into a transaction
or arrangement that might benefit the private interest of a director or offic er of the Corporation.
This policy is intended to supplement but not replace any Pennsylvania laws and regulations
governing conflicts of interest applicable to charitable not-for-profit corporations.

Article I
Definitions

1. Interested Person

Any director, principal officer, or member of a committee with board delegated powers
who has a direct or indirect financial interest, as defined below, is an "interested person."
If a person is an interested person with respect to any entity in the heaith care system of
which the Corporation is a part, he or she is an interested person with réspect to all
entities in the system.

2. Financial Interest

A person has a financial interest if the person has, directly or indirectly, through business,
investment or family: :

a. an ownership or investment interest in any entity with which the Corporation has
a transaction or arrangement; or

b. a compensation arrangement with the Corporation or any entity or individual with
which the Corporation has a transaction or arrangement; ox

c. a potential ownership or investment interest in, or compensation arrangement with,
any entity or individual with which the Corporation is negotiating a transaction or

arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are
substantial in nature.
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A financial interest is not necessarily a conflict of interest. Under _Article III, Section 2,
a person who has a financial interest may have a conflict of interest only if the appropriate board
or committee decides that a conflict of interest exists.

Article IIT
Procedures
1. Duty to Disclose

In connection with any actual pr possible conflicts of interest, an imaterested person must
disclose the existence of his or her financial interest and must be zgiven the opportunity
to disclose all material facts to the directors and members of the ceommittees with board
delegated powers considering the proposed transaction or arrangemnent.

2. Detérmining Whether a Conflict of Interest Exists

After disclosure of the financial interest and all material facts, anc after any discussion
with the interested person, he/she shall leave the board or commitstee meeting while the
determination of & conflict of interest is discussed and voted upon. The remaining board
or committee members shall decide if a conflict of interest exists.

3. Procedures for Addressing the Conflict of Interest

a. An interested person may make a presentation at the board or cosmmittee meeting, but
after such presentation, he/she shall leave the meeting during the discussion of, and the
vote on, the transaction or arrangement that results in the conflict of interest.

b. The chairperson of the board or committee shall, if appropriate, sappoint a disinterested
person or committee to investigate alternatives to the proposed transeaction or arrangement.

c. After exercising due diligence, the board or committee shall d:etermine whether the
Corporation can obtain a more advantageous transaction or arrange=ment with reasonable
efforts from a person or entity that would not give rise to a confli-ct of interest.

d. If a more advantageous transaction or arrangement is not reasorably attainable under
circumstances that would not give rise to a conflict of interest, thee board or committee
shall determine by a majority vote of the disinterested directors w-hether the transaction
or arrangement is in the Corporation’s best interest and for its owmn benefit and whether
the transaction is fair and reasonable to the Corporation and shall mnake its decision as to
whether to enter into the transaction or arrangement in coonformity with such
determination.
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Violations of the Conflicts of Interest Policy

a. If the board or committee has reasonable cause to believe that a member has failed to
disclose actual or possible conflicts of interest, it shall inform the member of the basis for
such belief and afford the member an opportunity to explain the alleged failure to
disclose.

b. If, after hearing the response of the member and making such further investigation as
may be warranted in the circumstances, the board or committee determines that the
member has in fact failed to disclose an actual or potential conflict of interest, it shall take
appropriate disciplinary and corrective action.

Article IV
Records of Proceedings
The minutes of the board and all committees with board-delegated powers shall contain:

1. fhe names of the persons who disclosed or otherwise were found to have a
financial interest in connection with an actual or possible conflict of interest, the
nature of the financial interest, any action taken to determine whether a conflict
of interest was present, and the board’s or committee’s decision as to whether a
conflict of interest in fact existed.

2. the names of 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.

Article V
Compensation

1. A voting member of the board of directors who receives compensation, directly
or indirectly, from the Corporation for services is precluded from voting on matters
pertaining to that member’s compensation.

2. A physician who is a voting member of the board of directors and receives
compensation, directly or indirectly, from the Corporation for services is precluded from
discussing and voting on matters pertaining to that member’s and other physicians’
compensation. No physician or physician director, either individually or collectively, is
prohibited from providing information to the board of directors regarding physician
compensation.
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3. A voting member of any committce whose jurisdiction includes compensation
matters and who receives compensation, directly or indirectly, from the Corporation for
* services is precluded from voting on matters pertaining to that member’s compensation.
4. Physicians who receive compensation, directly or indirectly, from the Corporation,
whether as employees or independent contractors, are precluded from 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.
Article VI

Annual Statements

Each director, principal, officer and member of & committes with board delegated powers
shall annually sign a statement which affirms that such person:

a. has received a copy of this 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 Federal tax excmption under Section 501{(c)(3) of the Internal
Revenue Code of 1986, as amended (the "Code™), the Corporation must engage
primarity in activities which accomplish one or more of its tax-exempt purposes.
Article VII
Periodic Reviews
“To ensure that the Corporation operates in a manner consistent with its charitable purposes
and that it does not engage in activities that could jeopardize its status as an organization exempt
from Federal income taxation under Code Section 501{(c)(3), the Corporation shall conduct

periodic reviews. The periodic reviews shall, at a minimum, include the following subjects:

a. Whether compensation arrangements and benefits are reasonable and are the result
of arm’s-length bargaining.

b. Whether acﬁlﬁsiﬁons of physician practices and other provider services result in
inurement or impermissible private benefit.

c. Whether partnership and joint venture arrangements, and arrangements with
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management Service organizations and physician-hospital organizations conform
to written policies, are properly recorded, reflect reasonable payments for goods
and services, further the Corporation’s charitable purposes and do not result in
inurement or impermissible private benefit.

d. Whether agreements to provide health care and agreements with other health care
providers, employees, and third party payors further the Corporation’s charitable
purposes and do not result in inurement or impermissible private benefit.

Article VIII
Use of Outside Experts
In conducting the periodic reviews provided for in Article VII, the Corporation may, but

need not, use outside advisors. If outside experts are used their use shall not relieve the board
of its responsibility for ensuring that periodic reviews are conducted.

* ¥ *

This Conflict of Interest Policy was adopted by the Corporation’s board of directors by
Unanimous Written Consent dated as of November 12, 1999.
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #8
Part II, Question 4: Directors and Officers
Directors
Name Address
Concetta Cibrone President and Chief Executive Officer
Allegheny General Hospital
320 East North Avenue
Pittsburgh, PA 15212
Andrew Thurman Deputy General Counsel
. Allegheny General Hospital
320 East North Avenue
Pittsburgh, PA 15212
Barry Rath President and Chief Executive Officer

Forbes Health Center
2570 Haymaker Road
Monroeville, PA 15206

All directors serve without compensation.

Officers

Name and Title Address
Concetta Cibrone Address above.
President

Andrew Thurman Address above.
Secretary

All officers serve without compensation.

12
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #9
Part T, Question 5: Control by Other Organizations

As discussed above in Attachment #3, the Applicant’s sole member currently
is HAWP and will be WPAHS at the closing of the bond offering for WPAHS. HAWP
currently has, and WPAHS will have, extensive control over the Applicant’s activities.
Pursuant to Article III, Section 2(A) of the Applicant’s By-Laws, its sole member has the
following authority with respect to the Applicant:

»  adopt and/or approve and interpret its staterment of mission
and philosophy, and require the Applicant to operate in
conformance with its statement of mission and philosophy;

. adopt and/or approve amendments or restaiements of its By-
Laws and Articles of Incorporation (to the extent provided in, and
subject to certain limitations set forth in, the By-Laws);

. fix the number of, and elect, appoint, fill vacancies in and
remove, with or without cause, the Applicant’s directors; and elect
and remove, with or without cause, its Chair, Vice Chair, Secretary
and Treasurer (subject to certain limitations set forth in the
Applicant’s By-Laws),

. designate the Applicant’s administrative structure and, after
consultation with its Board of Directors, elect and remove, with or
without cause, its President and Chief Executive Officer and all
other officers (subject io certain limitations set forth in the
Applicant’s By-Laws);

. cause or approve any merger, consolidation, division,
conversion, or dissolution of the Applicant, or the filing of a
petition in bankruptcy or execution of a deed of assi gnment for the
benefit of creditors by the Applicant;

. apprave or cause the Applicant to engage in any acquisition
or any sale, lease, exchange, mortgage, pledge or other alienation
of any personal property having a value in excess of an amount to
be fixed from time to time by the sole member’s Board of
Directors, or any real property;

. adopt and/or approve any of the Applicamt’s capital or

operating budgets, and approve or direct any unbudgeted
expenditure to be undertaken individually or collectively by the
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Allegheny Medical Practice Network
EIN: 25-1838457

Applicant (other than unbudgeted expenditures which are required
in order for the Applicant to be in compliance with applicable laws,
rules and regulations, and state licensing and accreditation
requirements), where the cumulative amount of such unbudgeted
expenditures is in excess of an amount to be fixed from time to
time by the sole member’s Board of Directors;

J adopt and/or approve any opcraﬁlig plan or financial plan
with respect to the Applicant, and require the Applicant to comply
with such operating or financial plan;

. approve, and/or cause the Applicant to undertake or engage
itself in respect of, any bond issuance or any other indebtedness for
borrowed money, or any lending of funds to an unrelated person,
corporation or other legal entity, representing obligations of the
Applicant in excess of an amount per annum in the aggregate
established from time to time by the sole member’s Board;

. approve and/or direct the allocation and transfer of the
Applicant’s respective excess cash (as determined by the sole
member’s Board of Directors) among members of the sole
member’s system;

. establish and/or approve the criteria for, and conduct the
evaluation of, the performance of the Applicant’s President and
Chief Executive Officer and all vice presidents and officers of
similar rank;

. approve and/or cause the adoption of proposed settlements of
litigation when such settlements exceed applicable insurance
coverage or the amounts reserved in respect thereof of any
applicable self-insurance fund;

. approve and/or cause the adoption of any coniracts between
the Applicant and any managed care organization (including
without limitation any health maintenance organization or
independent practice association) or insurance company,

. approve and/or cause any corporate reorganization or the
establishment or dissolution of any subsidiary organizations of the
Applicant, including corporations, partnerships or other entities; and

14
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Allegheny Medical Practice Network
EIN: 25-1838457

. approve or direct the taking of any other action outside of the
Applicant’s ordinary course of business and such matters as are
required to be submitted to corporate members of a Pennsylvania
non-profit corporation.

_ Also as discussed above, pursuant to the Settlement Agreement, the Applicant
is succeeding to many assets of AUMP, employer identification number 25-1752032, and
AUHS, employer identification number 23-1352693.

15
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #10 .
Part II, Question 7: Accountability to Other Organizations

As discussed above, the Applicant’s current sole member, HAWP, and WPAHS
as HAWP’s successor has/will have certain powers of financial oversight over the
Applicant’s activities. These powers are specified in the Applicant’s By-Laws and
discussed in detail in Attachment #3, and include the right to approve budgets, certain
borrowing and certain unbudgeted transactions.
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #11
Part I, Question 8: Assets Used

As discussed above, the Applicant will provide community-based medical care
services to the western Pennsylvania community through its operation of numerous primary
care and specialty medical practice locations. The Applicant currently owns no assets, but
is expected shortly to receive an assignment of a portion of the AUMP and AUHS assets
described above in Attachment #3, following the decision by HAWP as to which of the
AUMP and AUHS assets should be transferred to the Applicant and which of such assets
should be transferred to ASPN.
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #12
Part II, Question 10(a): Management Services

As discussed above, the Applicant will receive fiscal management, strategic
planning, external affairs/community relations, legal affairs, risk management, group
purchasing, management information services, fund raising and personnel recruitment and
development services from HAWP.

The Applicant currently is not a party to any leases, but is expected shortly to
receive an assignment of a portion of the AUMP and AUHS leases described above in
Attachment #3 and identified in detail in the schedules to the Settlement Agreement,
following the decision by HAWP as to which of the AUMP and AUHS assets should be
transferred to the Applicant and which of such assets should be transferred to ASPN. Any
subsequent leases resulting from future physician practice acquisitions will be negotiated
by the Applicant at arm’s length and will provide for fair market value rental rates.
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #13
Part II, Question 11: Membership Corporation ’

The Applicant is a "membership corporation” as defined by Pennsylvania
Nonprofit Corporation Law. To that effect, the membership structure of the Applicant is
analogous to the parent/subsidiary model of a proprietary corporate structure. The sole
member (the parent) of the Applicant (the subsidiary), as described previously, currently
is HAWP and will become WPAHS at the time of the closing of the WPAHS bond
offering.

As sole Member of the Applicant, HAWP has, and WPAHS will have, certain
reserved powers described in the Applicant’s Articles of Incorporation and By-Laws, as
described above, as well as certain reserved powers inherently possessed by members of
non-profii corporations under the Pennsylvania Nonprofit Corporation Law of 1988, es
amended. Those inherent powers include the right to appoint and remove directors, to
adopt and approve amendments to the Articles of Incorporation and By-Laws of the
Applicant, and to approve certain basic transactions in which the Applicant may engage.

WPAHS-002448



WPAHS-002449



Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #14
Part II, Question 12a: Benefits, Services or Products

Most of the services to be provided by the Applicant will be billed to third
party payors, including Medicare and Medicaid. Rates for third party payors will vary per
depending on the arrangement negotiated with such payors, but generally will be rates that
are customary within the greater Pittsburgh market.
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #15
Part IV, Line 4: Unrelated Trade or Business Income

7/1/1999- 7/1/2000-
6/30/2000 6/30/2001
Non-Patient Pharmacy $200,000 $204,000

Revenues

7/1/2001-
6/30/2002

$208,080
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #16
Part IV, Line 7: Other Income

7/1/1999. 7172000~ 7/1/2001-
6/30/2000 6/30/2001 6/30/2002
Ancillary Revenue $164,000 $168,920 $173,988
Sublease Rental 389,000 396,780 404,716
Miscellaneous 164.000 167.280 170,626
Total $717.000 $732.980 $749.329
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Allegheny Medical Practice Network

EIN: 25-1838457
Attachment #17

Part IV, Line 22: Other Expenses

Practice Operation
Expenses

Corporate Services

Property Expenses,
Utilities }

Bad Debts
Miscellaneous
Total

7/1/1999-
6/30/2000

$ 9,341,261

3,956,000
1,160,739

712,000

1.583.000
$16,753,000

7/1/2000-
6/30/2001

$ 9,528,086

3,758,200
1,044,665

733,360
1,614,660 -
$16.678.971

7/112001-
6/30/2002

$ 9,718,648

3,683,036
1,023,772

748,027
1,646,953
$16,820.436
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Allegheny Medical Practice Network
EIN: 25-1838457

Attachment #18
Schedule C

The Applicant is not a "hospital” within the traditional meaning of that term,
as contemplated by the questions on Schedule C. Nevertheless, the Applicant satisfies the
definition of "hospital® within the meaning of Section 170(b)(1)(A)(iii) and Treasury
Regulation § 1.170A-9(c)(1), as described more fully in Attachment #3.

Based on the foregoing:
Question 1(a) is not applicable to the Applicant.

The answer to Question 1(b) is no, because only employed physicians will
render services for the Applicant.

Questions 2(a), 2(b) and 2(c) are not applicable to the Applicant. The
Applicant’s physicians will provide emergency medical services to individuals, both on an
outpatient and inpatient basis, at hospitals within the HAWP System and WPAHS System.
Emergency room services are available at those hospitals, and such care is provided without
regard to a patient’s ability to pay.

The answer to Question 3(a) is mo. Question 3(b) is not applicable,

Question 4 is not applicable to the Applicant. The Applicant’s physicians will
participate in the charity care rendered by the hospitals that are part of the HAWP System
and the WPAHS System.

The answer to Question 5 is no,

The answer to Question 6 is no.
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rom 2848 Power of Attorney | v o rsasons0
- H For IRS Use Only
Rev. December 1987) and Declaration of Representative by
Intamal m:-:. s:'r;” » See the separats instructions, Namae
Power of Attorney (Please type or print.) : _—
1 _ Taxpayer information {Taxpayer(s) must sign and date this form on page 2, line 9.) Date {1
Taxpayer name(s) and address

Social security numberi(s) | Employer identification
X : number
Allegheny Medical Practice Networ
c/o Allegheny Gemeral Hospital 25-;1838#57
320 East North Avenue Daytime one number | Plan aumber §f applicable)
Pittsburgh, PA 15212 (2&) 358—#918

hereby appoint{s) the following representativels) as attorney(s}-in-fact;

2__Representative(s) (Representative(s) mist sign and date this form on page 2, Part 1)

Name and address Michael A. Lehmanm CAF NO_ZQQ_S_-_-S_I—BB_'?T -
1675 Broadway, 27th Floor Telephone No. (.'_’.f_f?_fﬁﬁj?z’s_s: .........
New York, NY 10019 Fax No(212) 3541-9250 """
Check if new: Address [] Telephone No. [J
Name and address  perer F. Olberg CAFNO. oo
’ 1675 Broadway, 27th Floor Telephone No. (212) _830-7217
New York, NY 10019 Fax No. (212)..54)=9250........ooee .
Check if new: Address [] Telephone No. - [
" Name and address CAFNO. o
Telephone No. _._.ooooooiman
Fax No. .. e,
Check if new: Address [ ] Telephone No, [
to represent the taxpayer(s) before the Internal Revenue Service for the fo

Howing tax matters:

3 Tax matters
Type of Tax (Income, Employment, Excise, etc.)

Tax Form Number (1040, 941, 720, etc.) Year(s) or Period(s)

4 Specific use not recorded on Centralized Authorization File {CAF). If the power of attorney is for a specific use not recorded
on CAF, check this box. {See instruction for Line 4—Specific uses not recorded on CAR). . . . . . . . . . »O

5 Acts authorized. The representatives are althorized to receive and inspect confidential tax irformation and to perform a
and all acts that | {we) can perform with respect o the tax matlers described on line 3, for example, the authority to sign any
agreements, consents, of other documents. The authority does not include the power to recelve refund checks {see line 6
below), the power 1o substitute another fepresentative unless specifically added below, or the power Lo sign certain returns
{see instruction for Line 5—Acts authorized),

List any specific additions or deletions to the acts otherwise autharized in this power of attorney:

................................................................................................................................................

.................................................................

Note: In general, an unenrolled preparer of tax returns cannot sign any document for a laxpayer. See Revenue Procedure 81-38,
printed as Pub. 470, for more information.
Note: The tax matters partner of a
instiuctions for more inforrmation,
€ Receipt of refund checks. If you want to authorize a re
OR CASH, refund checks, initial here

...............................................................................

partnership is not permitted to authorize representatives to perform cenain acts, See the

presentative named on line 2 to receive, BUT NOT TO ENDORSE
and list the name of that representative beliow,

Name of representative to receive refund checkis) »
For Paperwork Reduction and Privacy Act Notice, sea the separate inswructions.

Cat, No. 11980J Form 2848 Rev. 12.97)
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11/18/99 13:48 FAX £21254192%0 KALKTHES, AREY, ZALL, ETC. doo3

Form 2840 Rae. 1207 Fan 2

? mwmumwmmmmmmmmmmmmmawmﬂn
wmmmnzmmmﬂmwmmmmum

. Hmwnmﬁummmhdmhzmmmmem-mwampy,ofmchnmlmsw

commumications, check this bax |, . , _ | v e e e e e e e . .. - e e e - . .«
b nmmmmmmpmmmmm-mwmmmmmmu
M . - L - - - . - L3 - . - - - - - - - - 1] - - L} . - - . » L] . L] .
& _If you do not want any notiees o communications sert to Lcheckthisbox . ., . . . . . >0

[ ﬂgmmﬂnxpw.lrnnmauuconcmajokummmnm-mwhmsimltjoimropmnnﬁnnh
wmmﬂninmmuﬁgmdbyawpmuongumtaxmattuspamer,sxewm
recdvuw ,mhlsvam.urmmeaonbehalormampayulcermymmavemaumomy‘ lo execute this form on behall
of the taxpayar.

DIFNOTSIONEDANDMTED.THISPDWEROFMTORNEY“LBERETURNED.

b 4 ;

...11119139... Secretary
Date

Signature Titd 0f appiicabic)
Andrew Thurman

Primt Namne

Signaure T Date Tite {f appilcabie)

Print Name

Declaration of Representative
Under penshies of perjury. | declare that:

* [ 8m eware of reguiations comalined In Treesury Department Croular No. 230 (31 CFR, Part 10), as amended, conceming
the practce of attaneys, cerified public accoumams, enrolled agens, enrolied sctusries. ang cothers;

Family Member—a member of the taxpayer's immediate family .6, Spouse, parent, chiid, brother, of sistar).

Enolied Actuary—enrolied as an actuary by the Joint Board for the Enroliment of Actuaries under 29 U.S.C 1242 the
Buthority 1o practice befors the Servica [s Irmited by section 10.31d)(1) of Treasury Department Circular No. 2303,

Designation—insert | Jurisdiction {state) or
abova forter {a-h) Enrolimont Card No. Sigfm?:'re Das
a Ny A 11/19/99
- - =
a NY ’ S,z-h o G 11/19/99

n
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Form 8 71 8 User Fee for Exempt Organization Fot IRS Use Onty

(Rev. Jarmery 1998) Determination Letter Request Controtrumber
Departmeny sury bAM&ﬂsfmmdﬂﬂmbmmappﬁuum A paid
nmnw:-:‘s:nm (meﬂlli'nNDTadnermhaﬁmmapplicaﬁm User few screener
1 Natre of organization 2 Empioyer Identification Number
Allegheny Medical Practice Network 25 11838457
Caution: Do not artach Form 8718 to an application for a pension Plan determination letter, Use Form 8717 instead,
3 Type of request Fee
a Initial request for a determination letter for:

® An exempt organization that has had annyaj gross receipts averaging not more than $10,000 during the
preceding 4 years, or

® A new amganization that anticipates gross receipts averaging not more than $70,000 dwring its first 4 years P 5150
Note:  you checked box 3a, you must complete the Certification below.

Signature Title

b m Initial request for a determination letter for;
® An exempt organization that has had annuat gross receipts averaging more than 310,000 during the preceding

4 years, or
® A new organization that anticipates gross receipts averaging more than 510,000 during its first 4 years . b 3500
cDGroupexemptIonletters....................... =+ . P 3500
jons Attach to Form 8718 a check or Send the determination letter
msitruct 0 s ent of a usef fee money order payable to the tnternal application and Form 8718 to;
.e aw ::lequ"'e- ?ayn; n d tefminaﬁun REVenue SEWiCE for the full amoum of |ntema| Reyenue sen,ice
;mth e?fl app oo Oﬁi;e; ontine3 W@ User fee. If you do not inciude the PO. Box 192
etter. The user fees are s n fullt amount, your appiication will be Covington, KY 41012-0102
above. For more information, see Rev, returned. Attach Farm B718 to your d

Proc. 98-8, 1998-1, LR.B. 225.

i you are using express mail or a
Check the box on line 3 for the type

d inati tt lication.
etermination letter applicatio defivery service, 1 the application

of application you are submitting. If you and Form 8718 to;

check box 3a, you must complete and Internal Revenue Service
sign the certification statement that 201 West Rivercenter Bivd,
appears under line 3a. Attn: Extracting Stop 312

Covington, KY 41011

" - M R T ~m ——
\LKINES AR KY, zA LL STERLING NATIONAL
' ATTORNEY BUSINESS& Ag:EoﬁrﬁSTElN LLP ew YORK.NY lonis >3%0
1675 BROADWAY 1-777-260

NEW YORK, Ny 10019-5809
CHECK N, CHECK DATE VENDOR N,

005330 08/18/99 IRS

~_\_\fi_‘UNDRE.‘D AND 00/100 DOLIARS******************* $**C:ic:::xloum
***500.0p

ﬂ@"&%—*—‘/%,ﬂ/ -
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