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AFFILIATION AGREEMENT

This Affiliation Agreement (the "Affiliation Agreement"),
entered into as of May 29, 1991, between San Diego Hospital
Association, a california nonprofit public benefit corporation
("SDHA"), and Grossmont Hospital District, a political subdivision
of the State of California, organized and existing pursuant to the
Local Hospital District Law (Div. 23 of the Health & Safety Code)
(the "District"), is made with reference to the following
circumstances:

RECITALS:

I. SDHA is the parent of a multi-hospital health care system
consisting of three nonprofit hospitals and other healthcare
facilities located in San Diego County, California, as well as a
nonprofit hospital under development in Riverside County,
California.

IT. The District owns and operates Grossmont Hospital
("Grossmont Hospital"), a 465-bed general acute care hospital
located in La Mesa, california.

I1T. The boards of directors of SDHA and the District,
deeming the affiliation of Grossmont Hospital with SDHA, on the
terms and subject to the conditions set forth in this Affiliation
Agreement (the "Affiliation") to be desirable and in the best
interest of the communities served by them, have approved this
Affiliation Agreement.

IV. The Affiliation is intended to accomplish the following
objectives:

A. Enhance the provision of quality health care to the
communities served by the District.

B. Promote the development of new contracts for the
benefit of Grossmont Hospital and the other SDHA health care system
providers with a particular emphasis on developing systems that
utilize the size and geographic scope arising from the Affiliation
to better serve the general public residing in the communities
served by the District and SDHA.

C. Achieve efficiencies and economies of scale.



D. Continue the development of SDHA as a comprehensive
integrated health care system to better serve the general public
residing in the communities served by SDHA and the District.

E. Improve access to capital markets and enable members
of the system to borrow at lower interest rates.

F. Spread new technology risks among a broader base of
participants.

G. Eliminate unnecessary duplication of major capital

equipment.

V. The Affiliation shall be accomplished in the following
manner:

A, SDHA has formed and is the sole member of Grossmont
Hospital Corporation, a nonprofit public benefit corporation
("GHC"), which is exempt from federal income taxation pursuant to
Section 501(c) (3) of the Internal Revenue Code.

B. The District shall lease all real and tangible
personal property comprising Grossmont Hospital to GHC for a term
of thirty years. The District shall also transfer to GHC certain
operating assets such as cash, accounts receivable and inventory.
Substantially all of the District's liabilities, except revenue
bonds and other obligations the interest on which is tax-exempt,
shall be assumed by GHC.

C. The Grossmont Hospital Foundation bylaws shall be
amended to provide that the appointment of members of its board of
directors shall be subject to the approval of the board of
directors of GHC.

AGREEMENT:

NOW, THEREFORE, in consideration of the premises and of the
respective representations, warranties, covenants and agreements
contained in this Affiljation Agreement, the parties to this
Affiliation Agreement hereby agree as follows:



ARTICLE 1
STRUCTURE

1.1 The Affiliation. Subject to the satisfaction or waiver
of the conditions set forth in this Affiliation Agreement, on the
Closing Date (as defined in Article 2 of this Affiliation
Agreement) in accordance with this Affiliation Agreement, the
Affiliation shall become effective. As of the Closing Date:

1.1.1 The District shall lease Grossmont Hospital to
GHC pursuant to a Lease Agreement in the form of Exhibit 1.1.1
attached hereto (the "Lease").

1.1.2 The District shall transfer certain assets to
GHC pursuant to a Transfer Agreement in the form of Exhibit 1.1.2
(the "Transfer Agreement").

1.1.3 The District shall cause the articles of
incorporation of the Grossmont Hospital Foundation to be amended as
set forth in Exhibit 1.1.3. The District shall cause the Grossmont
Hospital Foundation's bylaws to be amended as set forth in Exhibit
1.1.3 to provide that the appointment of members of its board of
directors shall be subject to the approval of the board of
directors of GHC. The Foundation shall continue as a 501(c) (3)
organization for the benefit of Grossmont Hospital. 1In the event
of termination of the Lease, SDHA shall cause the Grossmont
Hospital Foundation's bylaws to be amended to provide that the
appointment of members of its board of directors shall be subject
to the approval of the board of directors of the District, and its
articles of incorporation to be amended so as to make the District
the beneficiary and distributee.

1.2 Taking of Necessary Action; Further Action. Each of the
parties shall take all such lawful action as may be necessary or
appropriate to effect the transactions contemplated by this
Affiliation Agreement. If at any time after the Closing Date any
further action is necessary or desirable to carry out the purposes
of this Affiliation Agreement, the parties shall take all such
lawful and necessary action.



ARTICLE 2

CLOSING

The parties shall cooperate fully with one another with
respect to the fulfillment of the various conditions and
obligations under this Affiliation Agreement. The exchange of
certificates, opinions and other documents and instruments
contemplated by this Affiliation Agreement in connection with the
consummation of the Affiliation (the "Closing") shall take place
at the offices of Grossmont Hospital, 5555 Grossmont Center Drive,
La Mesa, California 92042 on or before May 31, 1991, or such later
date as shall have been approved by the boards of directors of the
District and SDHA. The date on which the Closing occurs is
referred to in this Affiliation Agreement as the "Closing Date".
If at the Closing no party exercises any right it may have to
terminate this Affiliation Agreement and no condition to the
obligations of the parties exists that has not been satisfied or
waived, the parties shall at the Closing consummate the
Affiliation, effective as of the beginning of business day on the
Closing Date.

ARTICLE 3
REPRESENTATIONS AN WARRANTIES OF SDHA

SDHA makes the representations and warranties contained in
this Article to the best knowledge of SDHA's President and Chief
Financial Officer; Provided, however, that any such representations
and warranties made with respect to any Affiliated Hospitals, as
defined in Section 3.1, are made by such President and Chief
Financial Officer without any independent investigation of the
facts and circumstances surrounding such representation or
warranty.

3.1 Organization. SDHA is the statutory member of Sharp
Memorial Hospital, Sharp Cabrillo Hospital, and Community Hospital
of Chula Vista (the "Affiliated Hospitals"). SDHA and the
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Affiliated Hospitals are nonprofit public benefit corporations,
duly organized and existing and in good standing under the laws of
the State of California, and have the full legal right, power and
authority to own or lease their properties and to carry on their
businesses as they are now being conducted. SDHA and the
Affiliated Hospitals hold and will hold on the Closing Date all
necessary licenses, contracts, and approvals required by 1local,
state and federal governments, and any other regulatory agency
necessary to pfoperly conduct their businesses as they are now
being conducted.

3.2 Authorization: Noncontravention; Consents. SDHA has the
power to enter into this Affiliation Agreement and to carry out its
obligations under this Affiliation Agreement. As of the Closing
Date, GHC will have the power to enter into the Lease and the
Transfer Agreement (collectively, the "Transfer Documents"), and to
carry out its obligations under such agreements. SDHA has taken
all required action to approve and adopt this Affiliation
Agreement, and this Affiliation Agreement is a legally valid and
binding agreement of SDHA, enforceable in accordance with its terms
(except as may be limited by bankruptcy, insolvency, moratorium or
other similar laws affecting creditors! rights generally or by the
application of equitable principles) and no other proceeding on the
part of SDHA is necessary to authorize this Affiliation Agreement,
and the transactions contemplated hereby. As of the Closing Date,
GHC will have taken all required action to approve and adopt the
Transfer Doéuménts and the Transfer Documents will be legally
valid and binding agreements of GHC, enforceable in accordance with
their terms (except as may be limited by bankruptcy, insolvency,
moratorium or other similar laws affecting creditors' rights
generally or by the application of equitable principles) and no
other proceeding on the part of GHC will be necessary to authorize
the Transfer Documents and the transactions contemplated thereby.
The execution and delivery of this Affiliation Agreement by SDHA,
and the execution and delivery of the Transfer Documents by GHc,
and the consummation of the transactions contemplated thereby, do

5



not and will not (i) conflict with any provision of the Articles of
Incorporation or Bylaws of SDHA or GHC or (ii) conflict with,
violate or constitute a default under, or result in the creation or
imposition of any lien, charge, encumbrance or claim of any nature
whatsoever upon any properties or assets of SDHA, the Affiliated
Hospitals or GHC pursuant to any provision of any indenture,
mortgage, deed of trust, lien, lease, agreement, instrument, order,
arbitration award, judgment or decree to which any of them is a
party or to which any of their properties or assets are bound or
any applicable law, ordinance, regulation, decree or order of any
court or governmental entity. Except as set forth in Disclosure
Schedule 3.2 previously delivered to the District, no
authorization, consent, order or approval of, or filing or
qualification with, any court, regulatory authority or other
governmental body is necessary for the consummation by SDHA or GHC
of the transactions contemplated by this Affiliation Agreement.
SDHA and GHC have, or will have on the Closing Date, all consents
or approvals of any insurer, trustee or holder of any indebtedness
of SDHA, the Affiliated Hospitals, or GHC required in connection
with this Affiliation Agreement and the transactions contemplated
hereby.

3.3 FEinancial Statements. SDHA has previously furnished to
the District true and complete copies of the unaudited combined
balance sheet of SDHA as of March 31, 1991, the unaudited combined
statement of revenue and expenses, and the unaudited combined
statement of cash flows for the three (3) months then ended. SDHA
has also previously furnished to the District true and complete
copies of the audited combined balance sheets of SDHA as of
September 30, 1990 and September 30, 1989 and the audited combined
statements of revenue and expenses, changes in fund balances and
changes in the combined financial position of SDHA for the two
fiscal years then ended, and the related report of Deloitte &
Touche, independent public accountants. (The unaudited financial
statements of SDHA as of March 31, 1991 and the audited financial
statements of SDHA as of September 30, 1990 and September 30, 1989,
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shall be referred to collectively as the "SDHA Financial
Statements"). The SDHA Financial Statements fairly present the
combined financial position of SDHA at their respective dates and
the combined results of operations and changes in the combined
financial position of SDHA for the respective periods then ended in
accordance with generally accepted accounting principles
consistently applied during the periods involved (except as
otherwise stated therein). Except as set forth in Disclosure
Schedule 3.3 previously delivered to the District, SDHA has no
material liability or obligation, fixed or contingent, which is not
reflected or reserved against on the balance sheets included in the
SDHA Financial Statements or otherwise set forth in the notes
thereto, other than liabilities incurred in the ordinary course of
business after March 31, 1991, which in the aggregate do not
materially adversely affect the financial condition, properties,
business, or results of operations or prospects of SDHA on a
combined basis.

3.4 Tax Status. SDHA, the Affiliated Hospitals, and GHC are
exempt from taxation under Section 501(c) (3) of the 1Internal
Revenue Code and Section 23701d of the Revenue and Taxation Code of
the State of California and have received rulings as to their
tax-exempt status from the Internal Revenue Service and the
Franchise Tax Board of the State of California, which rulings have
not been revoked, rescinded or modified.

3.5 1Income Taxes; Other Taxes. SDHA has filed all federal,
state, county and local income and franchise tax returns, reports
and declarations which it is required to file and has paid, or
made provision for the payment of, all such taxes which were due

pursuant to such returns or pursuant to any assessment received by
it.

3.6 Absence of Material Adverse Change; Conduct of Business.

Except as set forth in Disclosure Schedule 3.6 previously delivered
to the District, since March 31, 1991, on a combined basis:



3.6.1 There has not been any material adverse change
in the financial condition, properties, business, results of
operations or prospects of SDHA;

3.6.2 No event has occurred which, so far as reason-
ably can be foreseen at this time, would result in any such change;

3.6.3 SDHA has conducted its business only in, and
has not taken any action other than in, the usual and ordinary
course of its business; and

3.6.4 SDHA has not:

3.6.4.1 Amended or otherwise changed its
Articles of Incorporation or Bylaws;

3.6.4.2 Entered into any material commitment
or transaction (including, without limitation, any material capital
expenditure) on a combined basis other than in the ordinary course
of business;

3.6.4.3 Granted any security interest in or
otherwise encumbered any of its properties or assets on a combined
basis;

3.6.4.4. On a combined basis, sold or
otherwise disposed of any assets or properties other than in the
ordinary course of business or entered into any joint venture,
partnership or other agreement with respect thereto;

3.6.4.5 On a combined basis, incurred or
guaranteed any indebtedness for borrowed money other than current
liabilities incurred in the ordinary course of business.

3.7 Litigation: Investigation. Except as set forth in

Disclosure Schedule 3.7 previously delivered to the District, on a
combined basis:

3.7.1 Except for routine Medicare and Medi-cal
audits, no investigation or review by any governmental entity with
respect to SDHA is pending or threatened, nor has any governmental
entity indicated to SDHA an intention to conduct the same.

3.7.2 There is no action, suit or proceeding pending
or threatened against or affecting SDHA, at law or in equity, or
before any federal, state, municipal or other governmental

8



department, commission, board, bureau, agency or instrumentality,
which either singularly or in the aggregate would, if adversely
determined, result in any material adverse change in the financial
condition, properties, business, results of operations or prospects
of SDHA.

3.8 Compliance with Applicabile Law. The business of SDHA,
the Affiliated Hospitals, and other SDHA affiliates is not being
conducted in violation of any applicable 1law, ordinance,
regulation, decree or order of any court or any governmental entity
except for violations which either singularly or in the aggregate
do not and are not expected to have a material adverse effect on
the financial condition, properties, business, results of
operations or prospects of SDHA on a combined basis.

3.9 No Default. Except as set forth in Disclosure Schedule
3.9 previously delivered to the District, SDHA, the Affiliated
Hospitals, and other SDHA facilities are not in défault or
violation, and no event has occurred which with notice or lapse of

time or both would become a default or violation, of any term,
condition or provision of:

3.9.1 Their Articles of Incorporation or Bylaws;

3.9.2 Any mortgage, deed of trust, indenture, con-
tract, agreement, lease or other instrument to which SDHA, the
Affiliated Hospitals, or other SDHA affiliates are a party or by
which they or any of their respective properties or assets may be
bound, except for defaults and violations which either singularly
or in the aggregate do not and are not expected to have a material
adverse effect on the financial condition, properties, businesses,
results of operations or prospects of SDHA on a combined basis; or

3.9.3 Any judgment, decree or order applicable to
SDHA, the Affiliated Hospitals, or other SDHA facilities, except
for violations which either singularly or in the aggregate do not
and are not expected to have a material adverse effect on the
financial condition, properties, businesses, results of operations
Or prospects of SDHA on a combined basis.



3.9.4 SDHA, the Affiliated Hospitals, and other SDHA
affiliates are not in default or violation of any term, condition
or provision with respect to any indebtedness for borrowed money.
There are no unresolved disputes involving SDHA or the foregoing
affiliates under any mortgage, deed of trust, indenture, contract,
agreement, lease, or other instrument to which SDHA or the
foregoing affiliates are a party or by which SDHA or the foregoing
affiliates may be bound or to which any of their properties may be
subject involving an amount in excess of $100,000.

3.10 Insurance. Except as set forth in Disclosure Schedule
3.10 previously delivered to the District, all properties and
assets of SDHA, the Affiliated Hospitals, and other SDHA
affiliates, which are of an insurable character are insured against
loss or damage by fire and other risks to the extent and in the
manner customary for corporations engaged in similar businesses or
owning similar assets. Disclosure Schedule 3.10 contains a
description of all insurance policies held by SDHA or its
affiliates concerning the business and properties of SDHA and its

affiliates. All such policies are in the respective principal
amounts set forth in Disclosure Schedule 3.10 and are in full force
and effect and SDHA has received no notice of cancellation with
respect to any of them.

3.11 L;ggggggl_gg;migg_ggg_g;gggg. SDHA owns or has the right
to use in accordance with the terms thereof all licenses, permits,
consents, approvals or authorities of any public or governmental
agency, and all other licenses and rights, used or useful in its
business which are material to the conduct of its business (as now
being conducted), without any known material conflict with the
rights of others, and in each case subject to no material lien,
charge or encumbrance and each of the foregoing is valid and in
full force and effect. No event has occurred and is continuing
which permits, or after notice or lapse of time or both would
permit, modifications, or terminations of the foregoing which, in
the aggregate, would have a material adverse effect on the
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financial condition, properties, businesses, results or operations
or prospects of SDHA.

3.12 Cost Reports. The SDHA Affiliated Hospitals have, or as
of the Closing Date will have, timely filed or caused to be filed,
all cost reports and other reports required by law or by contract,
including without limitation contracts with Medicare, MediCal, Blue
Cross and other third party payors and insurers.

3.13 Hospital licenses. The SDHA Affiliated Hospitals are
duly licensed by the State of California. No disciplinary
proceedings by any regulatory authority are pending or threatened
for the purpose of bringing charges which would materially affect
the business of the Affiliated Hospitals. The Affiliated Hospitals
are certified for participation in the Medicare program and are
qualified for and participating in the Medical program. The
foregoing licenses and Medicare certifications are valid and in
full force and effect and are not impaired in any manner.

3.14 Hospital Survey. The SDHA Affiliated Hospitals have
been surveyed by the JCAHO and received accreditations that are
currently in effect. The officers of the SDHA are not aware of any
facts or circumstances that could result in failure to achieve
JCAHO accreditation. All of the Affiliated Hospitals' records,
methods of organization and operation have been properly maintained
since the last survey in the same manner as prior to such survey,
except the extent and in the manner that recommendations for future
compliance resulting from such surveys were adopted and
implemented. The accreditations are valid and in full force and
effect and are not impaired in any manner.

3.15 Third Party Payor Contracts. SDHA has previously
delivered to the District a true and complete list of all third
party payor contracts to which SDHA and its Affiliated Hospitals
are parties.

3.16 Capital Budget. SDHA has previously delivered to the
District SDHA's combined capital and operating budgets for the
current fiscal year.

11



3.17 No Subsidiaries or Affiliates. Except as set forth in
Disclosure Schedule 3.17, SDHA does not have any subsidiaries or
affiliates. An affiliate of SDHA is a person or entity that
directly, or indirectly through one or more intermediaries,
controls or is controlled by, or is under control with, SDHA.

3.18 Brokers or Finders. No broker or finder is entitled to
any brokerage or finder's fee or other commission or fee based upon
arrangements made by or on behalf of SDHA relating to the
transactions contemplated by this Affiliation Agreement.

3.19 Disclosure. No Disclosure Schedule or financial
statement delivered to the District by SDHA pursuant to this
Affiliation Agreement contains any untrue statement of any material
fact or omits to state any material fact required to be stated
therein or necessary in order to make the statements therein, in
light of the circumstances in which they were made, not misleading.

ARTICLE 4

REPRESENTATIONS AND WARRANTIES OF THE DISTRICT

The District represents and warrants to SDHA that to the best
knowledge of the District's Chief Executive Officer, Chief
Operating Officer, and Chief Financial Officer:

4.1 Organization. The District is a local hospital district,
duly organized and existing and in good standing under the
Constitution and laws of the State of California, and has the full
legal right, power and authority to own or lease its properties and
to carry on its business as now being conducted. The District
holds and will hold on the Closing Date all necessary licenses,
contracts, and approvals required by 1local, state and federal
governments, and any other regulatory agency necessary to properly
conduct its business as it is now being conducted.

4.2 Authorization; Noncontravention: Consents. The District
has the power to enter into this Affiliation Agreement and the
Transfer Documents (collectively, the "Affiliation Documents"), and
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to carry out its obligations under such agreements. The District
has taken all required action to approve and adopt the Affiliation
Documents and the Affiliation Documents will be, legally valid and
binding agreements of the District, enforceable in accordance with
their terms (except as may be limited by bankruptcy, insolvency,
moratorium or other similar 1laws affecting creditors' rights
generally or by the application of equitable principles) and no
other proceeding on the part of the District is necessary to
authorize the Affiliation Documents, and the transactions
contemplated thereby. The execution and delivery of the
Affiliation Documents and the consummation of the transactions
contemplated thereby, do not and will not (i) conflict with the
Local Hospital District Law of the State of California or any
pProvision of the Bylaws of the District or (ii) conflict with,
violate or constitute a default under, or result in the creation or
imposition of any lien, charge, encumbrance or claim of any nature
whatsoever upon any properties or assets of the District pursuant
to, any provision of any indenture, mortgage, deed of trust, lien,
lease, agreement, instrument, order, arbitration award, judgment or
decree to which the District is a party or to which the District or
any of its properties or assets are bound or any applicable law,
ordinance, regulation, decree or order of any court or governmental
entity. Except as set forth in Disclosure Schedule 4.2 previously
delivered to SDHA, no authorization, consent, order or approval of,
or filing or qualification with, any court, regulatory authority or
other governmental body is necessary for the consummation by the
District of the transactions contemplated by the Affiliation
Documents. The District has, or will have on the Closing Date, all
consents or approvals of any insurer, trustee or holder of any
indebtedness of the District required in connection with the
Affiliation Documents and the transactions contemplated thereby.

4.3 Financial Statements. The District has previously
furnished to SDHA true and complete copies of the unaudited
combined balance sheet of the District as of March 31, 1991 and
the unaudited combined statements of revenue and expenses, changes
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in fund balances and changes in financial position of the District
for the nine months then ended. The District has also previously
furnished to SDHA true and complete copies of the audited combined
balance sheets of the District as of June 30, 1990 and June 30,
1989 and the audited combined statements of revenue and expenses,
changes in fund balances and changes in financial position of the
District for the two years then ended, and the related report of
Deloitte & Touche, independent public accountants. (All of the
foregoing financial statements, including the unaudited financial
statements as of March 31, 1991, are collectively referred to as
the "District Financial Statements".) The District Financial
Statements fairly present the combined financial position .of the
District and the combined results of operations and changes in
financial position of the District, for the respective periods then
ended, all in accordance with generally accepted accounting
principles consistently applied during the periods involved (except
as otherwise stated therein). Except as set forth in Disclosure
Schedule 4.3 previously delivered to SDHA, the District has no
material liability or obligation, fixed or contingent, which is not
reflected or reserved against on the balance sheets included in the
District Financial Statements or otherwise set forth in the notes
thereto, other than liabilities incurred in the ordinary course of
business after the respective dates of such balance sheets, which
in the aggregate do not materially adversely affect the financial
condition, properties, business, or results of operations or
prospects of thé District.

4.4 Tax_ Status. The revenue from the District from its
current operations is exempt from all federal, state, county and
local income and franchise taxes.

4.5 Absence of Material Adverse Change; Conduct of Business.
Except as set forth in Disclosure Schedule 4.5 previously delivered
to SDHA, since March 31, 1991:

4.5.1 There has not been any material adverse change
in the financial condition, properties, business, results of
operations or prospects of the District;
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4.5.2 No event has occurred which, so far as reason-~
ably can be foreseen at this time, would result in any such change;

4.5.3 The District has conducted its business only
in, and has not taken any action other than in, the usual and
ordinary course of its business; and

4.5.4 The District has not:

4.5.4.1 Amended or otherwise changed its
Bylaws;

4.5.4.2 Entered into any material commitment
Oor transaction (including, without limitation, any material capital
expenditure) other than in the ordinary course of business;

4.5.4.3 Granted any security interest in or
otherwise encumbered any of its properties or assets;

) 4.5.4.4 Sold or otherwise disposed of any
assets or properties other than in the ordinary course of business
or entered into any joint venture, partnership or other agreement
with respect thereto;

4.5.4.5 Entered into any fixed-term
employment contract or deferred compensation arrangement with, or
granted any increase in the compensation payable or to become
payable to, any of its officers or key employees or made any
material increase in any bonus, insurance, pension or other
employee benefit plan, payment or arrangement made to, for or with
any such officers or key employees (other than increases planned
and budgeted for 1991); or
. 4.5.4.6 Incurred or guaranteed any
indebtedness for borrowed money other than current liabilities
incurred in the ordinary course of business.
4.6 Litigation; Investigation. Except as set forth in
Disclosure Schedule 4.6 pPreviously delivered to SDHA:

4.6.1 No investigation or review by any governmental
entity with respect to the District is pending or threatened, nor
has any governmental entity indicated to the District an intention
to conduct the same.
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4.6.2 There is no action, suit or proceeding pending
or threatened against or affecting the District, at law or in
equity, or before any federal, state, municipal or other
governmental department, commission, board, bureau, agency or
instrumentality, which either singularly or in the aggregate would,
if adversely determined, result in any material adverse change in
the financial condition, properties, business, results of
operations or prospects of the District.

4.6.3 There is no disciplinary proceeding pending or
threatened against any member of the District's medical staff.

4.7 Compliance with Applicable Law. The business of the
District is not being conducted in violation of any applicable law,
ordinance, regulation, decree or order of any court or any
governmental entity except for violations which either singularly
or in the aggregate do not and are not expected to have a material
adverse effect on the financial condition, properties, business,
results of operations or prospects of the District.

4.8 No Default. Except as set forth in Disclosure Schedule
4.8 previously delivered to SDHA, the District is not in default or
violation, and no event has occurred which with notice or lapse of
time or both would become a default or violation, of any term,
condition or provision of:

4.8.1 The Local Hospital District Law or its Bylaws;

4.8.2 Any mortgage, deed of trust, indenture,
contract, agreement, lease or other instrument to which the
District is a party or by which it or any of its respective
properties or assets may be bound, except for defaults and
violations which either singularly or in the aggregate do not and
are not expected to have a material adverse effect on the financial
condition, properties, businesses, results of operations or
prospects of the District; or

4.8.3 Any judgment, decree or order applicable to the
District, except for violations which either singularly or in the
aggregate do not and are not expected to have a material adverse
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effect on the financial condition, properties, businesses, results
of operations or prospects of the District.

4.8.4 The District is not in default or violation of
any term, condition or provision with respect to any indebtedness
for borrowed money. There are no unresolved disputes involving the
District under any mortgage, deed of trust, indenture, contract,
agreement, lease, or other instrument to which the District is a
party or by which any of them may be bound or to which any of their
properties may be subject involving an amount in excess of
$100,000.

4.9 Property. Except as set forth in Disclosure Schedule 4.9
Previously delivered to SDHA, the District owns all real properties
and all other assets and properties shown as owned by it on the
balance sheets included in the District Financial Statements or
purchased by it after such date, and such assets and properties are
in each case free of all mortgages, deeds of trust, liens, charges
and encumbrances of any nature whatsoever, except as stated on such
balance sheets, the notes thereto, or Disclosure Schedule 4.9.
Except as set forth in Disclosure Schedule 4.9, all real property
(including fixtures and improvements) and all tangible personal
properties owned by the District are in good operating condition
and in good repair (subject to defects not material in the
aggregate) and are in usable condition and conform in all material
respects with all applicable building, zoning and other laws,
ordinances, orders and regulations. Except as set forth in
Disclosure Schedule 4.9, the District has no material liability,
whether fixed or contingent, relating to the presence, spill,
disposal, discharge, or release of any hazardous material (as
hereinafter defined) into, upon, from or over real property owned
by or 1leased to the District. As used in this paragraph,
"hazardous material" means any hazardous or toxic substance,
material or waste, including without limitation asbestos, that is
regulated by any federal authority or by any state or local

governmental authority where the substance, material or waste is
located.
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4.10 Insurance. Except as set forth in Disclosure Schedule
4.10 previously delivered to SDHA, all properties and assets of the
District which are of an insurable character are insured against
loss or damage by fire and other risks to the extent and in the
manner customary for corporations engaged in similar businesses or
owning similar assets. Disclosure Schedule 4.10 contains a
description of all insurance policies held by the District
concerning the businesses and properties of the District. All such
policies are in the respective principal amounts set forth in
Disclosure Schedule 4.10 and are in full force and effect and the
District has received no notice of cancellation with respect to any
of them.

4.11 Contracts. Except as set forth in Disclosure Schedule
4.11 previously delivered to SDHA, the District is not a party to
or bound by, nor are any of its properties subject to, any:

4.11.1 Contract for the employment of any officer,
employee or consultant or contract with a former officer, employee
Or consultant pursuant to which the District may be required to
make annual payments which exceed $100,000;

4.11.2 Employee retirement plan;

4.11.3 Mortgage, deea of trust, indenture, note or
installment obligation, or other instrument for or relating to the
borrowing of money by the District pursuant to which the District
may be required to make annual payments which exceed $100,000;

4.11.4 Guarantee of any obligation for borrowing or
otherwise, excluding endorsements made for collection in the
ordinary course of business pursuant to which the District may be
required to make annual payments which exceed $100,000;

4.11.5 Agreement or arrangement for the sale or lease
of any of its assets having a fair market value in excess of
$100,000 other than in the ordinary course of its business or for
the grant of any preferential rights to purchase or lease any of
its assets having a fair market value in excess of $100,000, or any
partnership, joint venture or similar agreement pursuant to which
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the District may be required to make annual payments which exceed
$100,000;

4.11.6 Contracts pursuant to which it is or may be
obligated to make payments, contingent or otherwise, in excess of
$100,000 and arising out of the prior acquisition of real or
personal property or of all or part of the stock, business or
assets of other companies;

4.11.7 Contract with any labor union;

4.11.8 Lease of real property or any lease or similar
arrangement for the use by it of personal property pursuant to
which it may be required to make annual payments which exceed
$100,000; or

4.11.9 Any other written contract, agreement or other
instrument which is material to the business of the District.

True and complete copies of the Bylaws of the District as in
effect as of the date of this Agreement and all contracts,
agreements and other instruments referred to in Disclosure Schedule
4.11 have previously been delivered or made available to SDHA.

4.12 Licenses, Permits and Rights. The District owns or has
the right to use in accordance with the terms thereof all licenses,
permits, consents, approvals or authorizations of any public or
governmental agency, and all other 1licenses and rights, used or
useful in its business which are material to the conduct of its
business (as now being conducted), without any known material
conflict with the rights of others, and in each case subject to no
material lien, charge or encumbrance, and each of the foregoing is
valid and in full force and effect. No event has occurred and is
continuing which permits, or after notice or lapse of time or both
would permit, modifications or terminations of the foregoing which,
in the aggregate, would have a material adverse effect on the
financial condition, properties, businesses, results of operations
Or prospects of the District.

4.13 Labor Relations. Except as set forth in Disclosure
Schedule 4.13 previously delivered to SDHA:
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4.13.1 The District has paid or made provision for the
payment for all salaries and wages accrued through the date of this
Affiliation Agreement and has complied in all material respects
with all applicable laws, rules and regulations relating to the
employment of labor, including those relating to wages, hours,
collective bargaining and the payment and withholding of taxes, and
has withheld and paid to the appropriate governmental authority, or
is holding for payment not yet due to such authority, all amounts
required by law or agreement to be withheld from the wages or
salaries of its employees;

4.13.2 There are no material controversies pending or
threatened between the District and any of its employees, or any
labor union or other collective bargaining unit representing or
attempting to represent any of its employees; and

4.13.3 No union or other collective bargaining unit
which is not a party to a memorandum of understanding with the
District set forth in Disclosure Schedule 4.13 has been certified
Or recognized by the District as representing any of its employees.

4.14 Employee Retirement Income Security Act of 1974. No
District Employee Pension Benefit Plan is subject to Title IV of
the Employee Retirement Income Security Act of 1974 ("ERISA"), nor
is the District required to contribute to any plan subject to
ERISA.

4.15 Brokers or Finders. No broker or finder is entitled to
any brokerage or finder's fee or other commission or fee based
upon arrangements made by or on behalf of the District relating to
the transactions contemplated by this Affiliation Agreement.

4.16 Cost Reports. The District has, or as of the Closing
Date will have, timely filed or caused to be filed all cost reports
and other reports required by law or by contract, including without
limitation contracts with Medicare, Medi-Cal, Blue Cross and other
third party payors and insurers.

4.17 Hospital License. The Hospital is duly licensed by the
State of california as a 465-bed hospital. No disciplinary
Proceedings by any regulatory authority are pending or threatened
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for the purpose of bringing charges which would materially affect
the business of the Hospital. The Hospital is certified for
participation in the Medicare program and is qualified for and
participating in the Medi-cal program. The foregoing licenses and
Medicare certifications are valid and in full force and effect and
are not impaired in any manner.

4.18 Hospital Survey. The Hospital was surveyed by the JCAHO
in March 1990 and received accreditation for a three-year period
which expires in March 1993. All of the Hospital's records,
methods of organization and operation have been properly maintained
since the last survey in the same manner as prior to such survey,
except to the extent and in the manner that recommendations for
future compliance resulting from such surveys were adopted and
implemented. The accreditations are valid and in full force and
effect and are not impaired in any manner.

4.19 Third Party Pavor Contracts. The District has
pPreviously delivered to SDHA a true and complete list of all third
party payor contracts to which the District is a party.

4.20 capital Budget. Disclosure Schedule 4.20 previously
delivered to SDHA contains the District's capital and operating
budgets for the current fiscal Year. The District has previusly
delivered to SDHA the District's master plan for the development of
the Hospital.

4.21 No Subsidiaries or Affiliates. Except as set forth in
Disclosure Schedule 4.21, the District does not have any
subsidiaries or affiliates. An affiliate of the District is a
person or entity that directly, or indirectly through one or more
intermediaries, controls or is controlled by, or is under control
with, the District.

4.22 Disclosure. No Disclosure Schédule or financial
statement delivered to SDHA by the District pursuant to this
Affiliation Agreement contains any untrue statement of any material
fact or omits to state any material fact required to be stated
therein or necessary in order to make the statements therein, in
light of the circumstances in which they were made, not misleading.
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ARTICLE 5

BDHA'S8 OBLIGATIONS BEFORE CLOSING

SDHA covenants that from the date of this Affiliation
Agreement until the Closing it is bound by the obligations stated
in Article 5, except as specifically permitted by this Affiliation
Agreement or otherwise consented to in writing by the District.

5.1 Representations and Warranties True at Closing. All
representations and warranties of SDHA set forth in this
Affiliation Agreement shall also be true and correct as of the
Closing Date as if made on that date, except to the extent that any
of them may become untrue because of events beyond the control of
SDHA, and SDHA is unable to make them true as of the Closing Date
despite its best efforts to do so.

5.2 Consents of Third Parties. SDHA shall use its best
efforts to obtain the consents of all third parties required for

the consummation of the transactions contemplated hereby.

5.3 Satisfaction of Conditions. SDHA shall take all steps
reasonably necessary to cause the conditions precedent to the
consummation of the transactions contemplated by this Affiliation
Agreement to be satisfied.

5.4 Authorization by GHC. SDHA shall take all necessary
action to cause GHC to approve and adopt the Transfer Documents.

ARTICLE 6

THE DISTRICT'S OBLIGATIONS BEFORE CLOSING

The District covenants that from the date of this Affiliation
Agreement until the Closing it is bound by the obligations stated
in article s, except as specifically permitted by this Affiliation
Agreement or otherwise consented to in writing by SDHA.

6.1 Access to Premises and Information. SDHA and its
counsel, accountants, and other representatives shall have access
during normal business hours and upon reasonable prior notice to
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all properties, books, accounts, records, contracts, and documents
of or relating to the District. The District shall furnish or
cause to be furnished to SDHA and its representatives all data and
information concerning the businesses, finances, and properties of
the District that may reasonably be requested.

6.2 Conduct of Business in Normal Course. The District shall
carry on its ©business and activities diligently and in
substantially the same manner as they previously have been carried
out, and shall not make or institute any unusual or novel methods
of patient care, purchase, sale, lease, management, accounting, or
operation that will vary materially from those methods used by the
District as of the date of this Affiliation Agreement.

6.3 Preservation of Business and Relationships. The District
shall use its best efforts to preserve its assets and business
organizations intact, to keep available its present officers and
employees, and to preserve its present relationships with
suppliers, patients, and others having business relationships with
them.

6.4 Bylaws. The District shall not amend or agree to amend
its bylaws.

6.5 Maintenance of Insurance. The District shall continue to
carry its existing insurance, subject to variations in amounts
required by the ordinary operations of its business.

6.6 Employees and Compensation. The District shall not
undertake or permit any of the following acts or events after the
date of this Affiliation Agreement and before the Closing Date
without the prior written consent of SDHA:

6.6.1 Any increase in salaries payable or to become
payable by the District to any officer or employee (other than any
increases required under the terms of any memorandum of
understanding in effect on the date of this Affiliation Agreement
or otherwise made in the ordinary course of business);

6.6.2 Any increase in benefits payable to any officer

or employee under any bonus or pension plan or other contract or
commitment;
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6.6.3 Any modification of any memorandum of
understanding to which the District is a party or by which it may
be bound;

6.6.4 Any new contract, commitment, or transaction
not in the usual and ordinary course of business;

6.6.5 Any new contract, commitment, or transaction in
the usual and ordinary course of business requiring total payments
by the District in excess of $100,000, other than contracts with
third party payors;

6.6.6 Any capital expenditure or expenditures in
excess of $1,000,000 in the aggregate;
6.6.7 Any lease of capital equipment or property
under which the annual lease charge is in excess of $100,000;
6.6.8 Sale or disposal of any capital assets with a
net book value in excess of the following amounts:
Individual transaction: $100, 000
In aggregate: $500, 000
6.6.9 Commencement, termination or substantial
modification of any significant clinical Program or service; or
6.6.10 Any action that ultimately requires an

application under 22 california Code of Regulations 70105, which
requires prior approval under 22 California Code Regulations
Section 70301, or that requires a special permit under 22
California Regqulations Code Section 70351.

6.7 Representations and Warranties True at Closing. All
representations and warranties of the District set forth in this
Affiliation Agreement shall also be true and correct as of the
Closing Date as if made on that date, except to the extent that any
of them may become untrue because of events beyond the control of
the District, and the District is unable to make them true as of
the Closing Date despite its best efforts to do so.

6.8 Consents of Third Parties. The District shall use its
best efforts to obtain the consents of all third parties required
for the consummation of the transactions contemplated hereby.
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6.9 Satisfaction of Conditions. The District shall take all

steps reasonably necessary to cause the conditions precedent to the
consummation of the transactions contemplated by this Agreement to
be satisfied.

ARTICLE 7

CONDITIONS TO OBLIGATIONS OF SDHA AND THE DISTRICT

The obligations of SDHA and the District to effect the
Affiliation hereunder are, at their respective elections, subject
to the satisfactory fulfillment of each of the following
conditions, any or all of which may be waived either in whole or in
part by SDHA or the District to the extent permitted by applicable
law:

7.1 Articles of Incorporation of GHC. The current Articles
of Incorporation of GHC are attached hereto as Exhibit 7.1. An
amendment of the articles of incorporation of GHC, in the form
attached hereto as Exhibit 7.1, shall have been duly filed with the
Secretary of State of the State of California.

7.2 Tax Status. GHC shall have received a ruling from the

Internal Revenue Service determining that it is exempt from
taxation under Section 501(c) (3) of the Internal Revenue Code and
that it is other than a private foundation by virtue of Section
509(a)1l of the Internal Revenue Code. In addition, GHC shall have
received a ruling from the Franchise Tax Board of the State of
California that it is exempt from taxation under Section 23701d of
the Revenue and Taxation Code of the State of California.
7.3 Bylaws. Effective as of the Closing Date:

7.3.1 The bylaws of SDHA shall have been duly amended
in substantially the form attached hereto as Exhibit 7.3.1.
7.3.2 The bylaws of GHC shall have been duly adopted

in substantially the form attached hereto as Exhibit 7.3.2.

7.4 Election of Directors of SDHA. SDHA shall have elected
the persons designated in Exhibit 7.4 attached hereto as directors
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of SDHA effective as of the Closing Date. After the Closing Date,
directors of SDHA shall be elected solely in accordance with the
bylaws of SDHA and shall include the following:

7.4.1 One member of the board of directors of SDHA
shall be chosen from the five District Approved Directors described
in Section (2) (b) (i) of Article V of the GHC bylaws (the "District
Approved Directors");

7.4.2 The Chief of the Medical Staff of Grossmont
Hospital shall be an ex-officio, voting member of the board of
directors of SDHA.

7.4.3 Two members of the SDHA Community Board shall
be chosen from the five District Approved Directors of GHC.
7.4.4 The Chief of Staff and the Chief of Staff-Elect

of the Grossmont Hospital Medical Staff shall be ex-officio, voting
members of the SDHA Community Board.

7.4.5 The Finance Committee of SDHA shall include one
member chosen from the five District Approved Directors of GHC.
7.4.6 The Nominating and Bylaws Committee of SDHA

shall include two (2) members chosen from the GHC board of
directors, one of whom shall be selected from the five District
Approved Directors.

7.5 Election of Directors and Officers of GHC. SDHA shall
have elected and the District shall have approved, the persons
designated in Exhibit 7.5 attached hereto as directors of GHC, and
such directors shall have elected the persons designated in
Exhibit 7.5 as officers of GHC. After the Closing Date, directors
of GHC shall be elected solely in accordance with the bylaws of
GHC.

7.6 Antitrust Review. Each of the parties, in reliance upon
the opinion of Morgan, Lewis and Bockius, special antitrust
counsel, has determined that the consummation of the transactions
contemplated by this Affiliation Agreement does not require any
notices to be filed with the Federal Trade Commission or the
Antitrust Division of the Department of Justice pursuant to the
Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the rules

26



and regulations thereunder. Prior to the Closing Date each of the
parties, in reliance upon the opinion of Morgan, Lewis and Bockius,
shall determine to its reasonable satisfaction that the
consummation of the Affiliation would not violate any federal or
state antitrust laws including, without limitation, the Sherman
Antitrust Act of 1890, the Clayton Act of 1914, the
Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the
Cartwright Act (collectively, the "Antitrust Laws") .

7.7 1IRS Letter Rulings. The parties shall have obtained any
private letter rulings each deens necessary from the Internal
Revenue Service regarding (a) the tax-exempt status of GHC and
SDHA; and (b) the tax consequences of the Affiliation and any
transfer of assets pursuant to the Affiliation.

7.8 Governmental and Regulatory Consents. On the Closing
Date all material filings required to be made with, and material
consents, approvals and relevant rulings required to be obtained
from, governmental and regulatory authorities of the United States
and the State of cCalifornia in connection with the execution,
delivery and performance by SDHA and the District of this
Affiliation Agreement and the consummation of the transactions
contemplated hereby shall have been made or obtained (as the case
may be). The parties acknowledge that the hospital license to be
issued to GHC by the State of California, Department of Health
Services will not be issued prior to the Closing Date. The
issuance of such license shall not be a condition to either party's
obligations hereunder, provided that the parties have received
reasonable assurance that such license shall be issued within a
reasonable period of time after the Closing Date.

7.9 Litigation. On the Closing Date there shall be no
effective injunction, writ or preliminary restraining order or
other order of any nature issued by a court or governmental agency
of competent jurisdiction directing that any of the transactions
provided for in this Affiliation Agreement not be consummated as
provided in this Affiliation Agreement, and immediately prior to
the Closing Date no proceeding or lawsuit shall have been commenced
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or be pending or be threatened by any governmental or regulatory
agency or any other person with respect to the transactions
contemplated by this Affiliation Agreement, which either party, in
good faith and with the advice of counsel, believes makes it
undesirable or inadvisable to consummate the Affiliation.

7.10 Opinion of Bond Counsel. SDHA and the District shall
have obtained the opinion of Orrick, Herrington & Sutcliffe, bond
counsel, to the effect that:

7.10.1 The Affiliation and the transactions
contemplated under this Affiliation Agreement will not violate any
term or provision of any indenture, 1loan agreement, agreement,
obligation or document ("Bond Document") related to the following
bonds (collectively the "Bonds") : (a) $9,605,000, Grossmont
Hospital District, Refunding Revenue Bonds, Series A (1985); (b)
$35,000,000 Grossmont Hospital District, Revenue Bonds, Series
1987A; (c) $8,737,000, California Health Facilities Financing
Authority Loan/Working Capital Loan, Series A (1986); (d)
$6,000,000, California Health Facilities Authority, Variable Rate
Demand Revenue Bonds (Sharp Convalescent Centers, 1Inc.), 1984
Series A; (e) $20,000,000, California Health Facilities Financing
Authority ("CHFFA"), Hospital Revenue Bonds (SDHA) , Series 1988B;
(£) $25,000,000, CHFFA, Hospital Revenue Bonds (SDHA), Series
1988A; and (qg) $47,501,090.52, CHFFA, Hospital Revenue Bonds
(SDHA), Series 1989A.

7.10.2 The Affiliation will not adversely affect the
exclusion of interest on the Bonds from gross income for purposes
of federal income taxation; and,

7.10.3 No consent of, or notice ¢to any trustee,
insurer, guarantor, surety, letter of credit bank, the California
Health Facilities Financing Authority or any other third party or
any governmental or regulatory authority or agency of the United
States or the State of California is required under any Bond
Document in connection with the Affiliétion.

7.11 Legislation. No action shall have been taken and no
law, rule, regulation, order, judgment, preliminary or permanent
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injunction, or decree shall have been proposed, promulgated,
enacted, entered, enforced or deemed applicable to the transactions
contemplated by this Affiliation Agreement by any Federal, state,
or local governmental authority or by any court or other tribunal
which SDHA or the District, in good faith and with the advice of
counsel, believes: (a) prohibits, restricts, delays or makes
unlawful the consummation of the transactions contemplated by this
Affiliation Agreement or the satisfaction of any of the conditions
to the consummation of such transactions or otherwise impairs the
material, contemplated economic benefits to the parties of such
transactions; (b) requires the divestiture by any party or any of
their respective subsidiaries of all or any portion of their
businesses, assets or properties or imposes any limitation on the
ability of any of them to conduct their businesses and own such
assets and properties; (c) imposes any limitations on the ability
of the District or SDHA to exercise effectively all rights of
membership, ownership, and control of their businesses and
operations; or (d) otherwise adversely affects the parties.

7.12 Report of ERISA Counsel. SDHA and the District shall
have obtained a written report of Orrick, Herrington & Sutcliffe,
ERISA counsel, to the effect that the Affiliation will not result
in any material adverse effect on any employee pension benefit plan
maintained by any of the parties or to which any of the parties is
required to contribute on behalf of any of its employees.

ARTICLE 8

CONDITIONS TO OBLIGATIONS OF SDHA

The obligation of SDHA to consummate the Affiliation is
subject to the fulfillment of each of the following conditions, any
or all of which may be waived either in whole or in part by SDHA to
the extent permitted by applicable law:

8.1 Due Diligence Investigation. The District shall have

furnished all information requested by SDHA, its counsel,
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accountants, and other representatives for their due diligence
review of the respective financial conditions, assets, businesses,
results of operations and prospects of the District. The board of
directors of SDHA, shall not have determined that the financial
condition, assets, business, results of operations or prospects of
the District differ adversely andAmaterially from the financial
condition, assets, business, results of operations or prospects of
the District as described in Article 4 of this Affiliation
Agreement and the Disclosure Schedules provided by the District.

8.2 Certified Copies of the Djistrict Resolutions. At the
Closing, the District shall furnish SDHA with copies of resolutions
duly adopted by the board of directors of the District approving
the execution and delivery of the Affiliation Documents, the
initial board of directors of GHC and all other necessary or proper
action to enable the District to comply with the terms of the
Affiliation Documents. Each such resolution shall be certified by
the Secretary or Assistant Secretary of the District.

8.3 Opinion of the District's Counsel. At the Closing, the
District shall furnish SDHA with the opinion, dated the Closing
Date, of Jennings, Engstrand & Henrikson, counsel to the District,
in form and substance satisfactory to SDHA and its counsel, to the
effect that:

8.3.1 The District is a local hospital district, duly
organized, validly existing and in good standing under the
Constitution and the laws of the State of California;

8.3.2 To the best of such counsel's knowledge, the
District has the power to carry on its business as it is now being
conducted;

8.3.3 The District has the power to enter into the
Affiliation Documents, and to carry out its obligations thereunder;
8.3.4 The District has taken all required action to

approve and adopt the Affiliation Documents, and the Affiliation
Documents are legally valid and binding agreements of the District,
except insofar as enforcement thereof may be limited by any
applicable bankruptcy, insolvency, reorganization, arrangement,
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moratorium of similar law or judicial decisions affecting the
rights of creditors generally or by the application of equitable
principles;

8.3.5 The execution and delivery of the Affiliation
Documents and the consummation of the transactions contemplated
thereby do not and will not conflict with any provision of the
bylaws of the District, or breach or cause a default under any
provision of any obligation, material to the District, under any
indenture, mortgage, deed of trust, 1lien, lease, agreenment,
instrument, order, arbitration award, judgment or decree of which
such counsel has knowledge and to which the District is a party or
by which it is bound, or any applicabie law, ordinance or
regulation, except that such counsel expresses no opinion regarding
Bond Documents or state or federal antitrust or income tax laws,
rules or regulations;

8.3.6 All material filings required to be made with,
and all material consents required to be obtained from,
governmental and regulatory authorities of the United States and
the State of California in connection with the execution, delivery
and performance of this Affiliation Agreement, and the consummation
of the transactions contemplated hereby by the District have been
made or obtained (as the case may be), other than any filings or
consents required pursuant to the Antitrust Laws or any Bond
Documents;

8.3.7 Except for matters set forth in such opinion,
such counsel knows of no suit or proceeding pending or threatened
against or affecting the District which would materially adversely
affect the business or assets of the District; and

8.3.8 A favorable opinion as to such other matters
incident to the matters herein contemplated as SDHA and its counsel
may reasonably request.

8.4 Representations; Warranties; Agreements: Covenants. The
representations and warranties of the District contained in this
Affiliation Agreement shall be true and correct in all material
respects at the date of this Affiliation Agreement and at the
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Closing Date, except for representations and warranties
specifically relating to a time or times other than the date of
this Affiliation Agreement, which shall be true and correct in all
material respects at such time or times, and except for changes
permitted by this Affiliation Agreement, with the same force and
effect as if made on and as of the Closing Date, and the District
shall comply in all material respects with all agreements and
covenants required by this Affiliation Agreement to be performed by
it at or prior to the Closing.

8.5 Compliance Certificate. On the Closing Date, the
District shall have delivered to SDHA a certificate dated the
Closing Date, and signed on behalf of it by its president or vice
president, to the effect that the conditions specified in Section
8.4 of this Affiliation Agreement have been satisfied.

8.6 Consents. SDHA shall have obtained all material consents
of thlrd parties necessary for SDHA to enter into this Affiliation
Agreement and the transactions contemplated hereby.

8.7 Certification of Financials. At the Closing, the
District shall have delivered to SDHA a certificate dated the
Closing Date, and signed by the Chief Financial officer of the
District, certifying that nothing has come to such officer's
attention which would give such officer reason to believe that (a)
the unaudited financial statements delivered under this Affiliation
Agreement by the District have not been prepared in substantial
accordance with generally accepted accounting principles applied on
a consistent basis and (b) there have been any material changes in
the current or long-term debt of the District or any material
decrease in the assets or fund balances of the District as compared
with the amounts shown on the audited financial statements of the
District.

8.8 Licenses, Authorizations and Consents of Agencies. The
District shall have delivered to GHC the license issued by the
State of California to operate Grossmont Hospital. 1In addition,
GHC shall have determined, to its reasonable satisfaction, that GHC
will be able to procure, within a reasonable period after the
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Closing Date, all licenses, authorizations and consents from all
appropriate agencies reasonably necessary or convenient for GHC to
operate the Hospital as it is currently being operated. Such
licenses shall include, without limitation, licenses issued by the
Department of Health Services, State of California, California
State Board of Pharmacy and continued certification by Medicare and
Medi-Cal. GHC shall use its reasonable efforts to procure such
licenses, authorizations and consents from all appropriate
agencies.

ARTICLE 9

CONDITIONS TO OBLIGATIONS OF THE DISTRICT

The obligations of the District to consummate the Affiliation
are subject to the fulfillment of each of the following conditions,
any or all of which may be waived either in whole or in part by the
District to the extent permitted by applicable law:

9.1 Due Diligence Investigation. SDHA shall have furnished
all information requested by the District, its counsel,
accountants, and other representatives for their due diligence
review of the financial condition, assets, business, results of
operations and prospects of SDHA. The board of directors of the
District shall not have determined that the financial condition,
assets, business, results of operations or prospects of SDHA differ
adversely and materially from the financial condition, assets,
business, results of operations or prospects of SDHA as described
in Article 3 of this Affiliation Agreement and the Disclosure
Schedules provided by SDHA.

9.2 Certified Copies of SDHA and GHC Resolutions. At the
Closing, SDHA shall furnish the District with copies of:

9.2.1 Resolutions duly adopted by the board of

directors of SDHA approving the execution and delivery of this

Affiliation Agreement, and all other necessary or proper corporate
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action to enable SDHA to comply with the terms of this Affiliation
Agreement;

9.2.2 Resolutions duly adopted by the board of
directors of GHC approving the execution and delivery of the
Transfer Documents;

9.2.3 Resolutions duly adopted by SDHA amending the
bylaws of SDHA as set forth in Section 7.3.1; and
9.2.4 Resolutions duly adopted by GHC amending its

articles of incorporation as set forth in Section 7.1 and adopting
bylaws as set forth in Section 7.3.2; and,

9.2.5 Such other resolutions relative to SDHA as the
District or its counsel may reasonably request.

Each such resolution shall be certified by the Secretary or
Assistant Secretary of SDHA or GHC, as the case may be.

9.3 Opinion of SDHA's Counsel. At the Closing, SDHA shall
furnish the District with the opinion, dated the Closing Date, of
Carr, McClellan, Ingersoll, Thompson & Horn, special counsel to
SDHA, in form and substance satisfactory to the District and its
counsel, to the effect that:

9.3.1 SDHA and GHC are each corporations duly
organized, validly existing and in good standing under the laws of
the State of california;

9.3.2 To the best of such counsel's knowledge, SDHA
and GHC each have the corporate power to carry on their respective
businesses as they are now being conducted;

9.3.3° SDHA has the corporate power to enter into this
Affiliation Agreement and to carry out its obligations hereunder;
9.3.4 GHC has the corporate power to enter into the

Transfer Documents;

9.3.5 SDHA has taken all required corporate action to
approve and adopt this Affiliation Agreement and this Affiliation
Agreement is a legally valid and binding agreement of SDHA, except
insofar as enforcement thereof may be limited by any applicable
bankruptcy, insolvency, reorganization, arrangement, moratorium or
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similar law or judicial decisions affecting the rights of creditors
generally or by the application of equitable principles;

9.3.6 GHC has taken all required corporate action to
approve and adopt the Transfer Documents, and the Transfer
Documents are legally valid and binding agreements of GHC, except
insofar as enforcement thereof may be limited by any applicable
bankruptcy, insolvency, reorganization, arrangement, moratorium or
similar law or judicial decisions affecting the rights of creditors
generally or by the application of equitable principles;

9.3.7 The execution and delivery of the Affiliation
Documents, and the consummation of the transactions contemplated
thereby do not and will not conflict with any provision of the
articles of incorporation or the bylaws of SDHA or GHC, or breach
Oor cause a default under any provision of any obligation, material
to SDHA or GHC, under any indenture, mortgage, deed of trust, lien,
lease, agreement, instrument, order, arbitration award, judgment or
decree of which such counsel has knowledge and to which SDHA or GHC
is a party or by which either is bound, or any applicable law,
ordinance or regulation, except that such counsel expresses no
opinion regarding Bond Documents or state or federal antitrust or
income tax laws, rules or regulations;

9.3.8 All material filings required to be made with,
and all material consents required to be obtained from,
governmental and regulatory authorities of the United States and
the state of California in connection with the execution, delivery
and performance.of this Affiliation Agreement, and the consummation
of the transactions contemplated hereby by SDHA and GHC have been
made or obtained (as the case may be), other than filings or
consents required pursuant to the Antitrust Laws or any Bond
Documents;

9.3.9 Except for matters set forth in such opinion,
such counsel knows of no suit or proceeding pending or threatened
against or affecting SDHA or GHC which would materially adversely
affect the business or assets of SDHA or GHC; and
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9.3.10 A favorable opinion as to such other matters
incidental to the matters herein contemplated as the District and
its counsel may reasonably request.

9.4 Representations; Warranties; Agreements; Covenants. The
representations and warranties of SDHA contained in this
Affiliation Agreement shall be true and correct in all material
respects at the date of this Affiliation Agreement and at the
Closing Date, except for representations and warranties
specifically relating to a time or times other than the date of
this Affiliation Agreement, which shall be true and correct in all
material respects at such time or times, and except for changes
permitted by this Affiliation Agreement, with the same force and
effect as if made on and as of the Closing Date, and SDHA shall
comply in all material respects with all agreements and covenants
required by this Affiliation Agreement to be performed by it at or
prior to the Closing.

9.5 Compliance Certificate. On the Closing Date, SDHA shall
have delivered to the District a certificate dated the Closing
Date, and signed on behalf of SDHA by its chairman or president,
to the effect that the conditions specified in Section 9.4 of this
Affiliation Agreement have been satisfied.

9.6 Consents. The District shall have obtained all material
consents of third parties necessary for the District to enter into

this Affiliation Agreement and the transactions contemplated
hereby.

9.7 Certification of Financials. At the Closing, SDHA shall
have delivered to the District a certificate dated the Closing
Date, and signed by the Senior Vice President and Chief Financial
Officer of SDHA, certifying that nothing has come to such officer's
attention which would give such officer reason to believe that (a)
the unaudited financial statements delivered under this Affiliation
Agreement by SDHA have not been prepared in substantial accordance
with generally accepted accounting principles applied on a
consistent basis and (b) there have been any material changes in
the current or long-term debt of SDHA or any material decrease in

36



the assets or fund balances of SDHA as compared with the amounts
shown on the audited financial statements of SDHA.

9.8 Licenses, Authorizations and Consents of Governmental and
Requlatory Authorities. The District shall have determined, to its
reasonable satisfaction, that GHC will be able to procure within a
reasonable period after the Closing Date all 1licenses,
authorizations and consents from all appropriate agencies
reasonably necessary or convenient for GHC to operate the Hospital.
Such licenses shall include, without limitation, licenses issued by
the Department of Health Services, State of California, California
State Board of Pharmacy and continued certification by Medicare and
Medicaid. The District shall use its best efforts to assist GHC in
procuring such licenses, authorizations and consents from all
appropriate agencies.

ARTICLE 10

POET~CLOSING COVENANTS

10.1 Amendment of GHC's Articles of Incorporation and Bylaws.
SDHA covenants that during the term of the Lease Agreement and any
extension thereof it shall not, as the sole member of GHC, permit
Or cause GHC, without the prior written consent of the District, to
amend: (i) Subparagraph (b) (5) of Article Second or subparagraph
(b) or Article Fifth of GHC's Articles of Incorporation, in the
form attached hereto as Exhibit 7.1; or (ii) Section 1lc and Section
5 of Article IV} the last two sentences of Section 2a of Article Vv,
Section 2b (i) and (ii) of Article V, Section 9 of Article VI,
Section 7 of Article VII, and Section 3 of Article XIII of GHC's
bylaws in the form attached hereto as Exhibit 7.3.2.

10.2 Missjon Statements and Strategic Plans. SDHA hereby
endorses the District's Mission Statement dated May, 1991, and
Strategic Plan, dated May, 1991, copies of which have previously
been delivered to SDHA. The District hereby endorses SDHA's
Mission Statement and Strategic Plan, copies of which have
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previously been delivered to the District. The parties acknowledge
that their mission statements and strategic plans may change from
time to time and the endorsement contained in this Section 10.2
shall not prohibit any such changes or revisions.

10.3 Relationships with Physicians. SDHA shall adhere to
its policy governing relationships with physicians, a copy of which
is attached hereto as Schedule 10.3, and shall cause GHC and other
members of the SDHA health care system to adhere to the policy.
Such policy shall not be materially modified or amended without
discussing such changes with GHC's Board of Directors and the
Executive Committee of the Grossmont Hospital Medical sStaff.

10.4 District Approved Directors; Size of Board. The method
of selecting District Approved Directors (as defined in Section
(2)b (i) of Article V of the GHC Bylaws), shall not be changed
without the consent of the District. The number of voting members
of the board of directors of GHC shall not exceed fifteen (15)
without the consent of the District.

10.5 Removal of Directors. The five District approved
directors of GHC described in Section (2)b(i) of Article V of the
GHC bylaws may not be removed under Section 5222 of the California
Nonprofit Corporation Law by SDHA, as the sole statutory member of
GHC, without the written consent of the District.

10.6 Transfer of Membership. SDHA shall not transfer or
assign its statutory membership in GHC without the District's prior
written consent. A merger, consolidation or other transaction or
reorganization of SDHA in which SDHA is the surviving corporation
shall not be considered an assignment of SDHA's statutory
membership in GHC for purposes of this paragraph.

10.7 Joint Ventures with Physicians. Nothing in this
Affiliation Agreement shall prohibit GHC or any SDHA Affiliate from
entering into joint ventures with physicians.

10.8 Organizational Goals. The parties believe that the
continuation of Grossmont Hospital's identity as a local

institution meeting the needs of the communities served by the
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District is essential. To this end, the following organizational
goals are to be accomplished after Closing:

10.8.1 Representatives of the organized Medical Staff
of Grossmont Hospital shall continue to participate in the process
leading to the adoption of the annual operating budget, capital
budget and strategic plan. Medical staff participation as
currently planned will be implemented by GHC before the
commencement of the next budget/planning cycle following the
Closing Date.

10.8.2 The Grossmont Hospital Medical Staff long-range
planning, building, and capital equipment committees shall continue
in existence.

10.9 Amendment of SDHA Master Indenture. SDHA agrees not to
amend the provisions of Section 3.11 of the SDHA Master Indenture
(relating to withdrawal from the SDHA Obligated Group) without the
written consent of the District.

10.10 Grossmont Hospital Foundation Articles of Incorporation
and Bylaws. Immediately following the next Grossmont Hospital
Foundation board of directors’ meeting, the District shall deliver
to SDHA a copy of resolutions duly adopted by such board of
directors, and certified by its Secretary or Assistant Secretary,
approving amendments to Grossmont Hospital Foundation's articles of
incorporation and bylaws as provided in Section 1.1.3 hereof.

10.11 Survival of Provisions. All of the provisions set forth
in Sections 7.4, 7.5, 8.8, and 9.8, and in Articles 1, 3, 4, 10, 11
and 13 of this Affiliation Agreement shall remain in full force and
effect after the closing of the Affiliation transaction and the
consummation of this Affiliation Agreement and shall survive the
closing and consummation.
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ARTICLE 11

CONFIDENTIAL INFORMATION

Except insofar as data and information may be required by law
to be disclosed, each of the parties to this Affiliation Agreement
shall at all times hold in strict confidence and not use to the
detriment of any party all data and information obtained in
connection with this Affiliation Agreement which relates to the
business of any other party.

ARTICLE 12

TERMINATION OF AFFILIATION

12.1 Fajlure to Close by Specified Date. This Affiliation

Agreement may be terminated and the Affiliation may be abandoned by
action of either of the board of directors of the District or
SDHA if the Affiliation shall have not become effective on or
before July 31, 1991, or such later date as shall have been
approved by the boards of directors of the District and SDHA.

12.2 Breach or Material Change. This Affiliation Agreement
may also be terminated and the Affiliation may be abandoned at or
prior to the Closing Date by action of the board of directors of
the District or sDHa, if:

12.2.1 Such party shall have discovered any material
error, misstatement or omission in any of the representations or
warranties of either of the other parties contained in this
Affiliation Agreement or either of the other parties shall have
otherwise materially breached any such representation or warranty,
any such representation or warranty shall not be correct or
accurate in all material respects at and as of the Closing Date
with the same effect as if made at such time or either of the other
parties shall have failed to comply in any significant respect with
any of the terms, covenants, conditions or agreements contained in
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this Affiliation Agreement to be complied with or performed by such
other parties at or prior to the Closing; or

12.2.2 There shall have been any material adverse
change in the financial condition, properties, businesses, results
of operations or prospects of any of the other parties, or any
event shall have occurred which is likely to result in any such
change.

ARTICLE 13

MISCELLANEOUS

13.1 Modification or Amendment. At any time prior to the
Closing Date, the parties to this Affiliation Agréement may, by
written agreement, make any modification or amendment of this
Affiliation Agreement approved by the boards of directors of the
District and SDHA.

13.2 Waiver of Conditions. The conditions to each of the
parties' obligations to consummate the Affiliation are for the sole
benefit of such party and may be waived by such party in whole or
in part to the extent permitted by applicable law.

13.3 Indemnifjcation.

13.3.1 Indemnification by the District. The District
shall protect, indemnify and hold SDHA (which, for purposes of this
Section 13.3.1 shall include SDHA's and GHC's directors, officer's,
employees, and_agents) harmless, and upon SDHA's reguest defend
SDHA, from and against any and all claims, actions, suits, demands,
judgments, penalties, liabilities, damages, costs, expenses and
losses of any kind whatsoever (including, without limitation,
reasonable attorneys' fees and disbursements) (collectively,
"Losses") resulting from, arising out of or relating to any breach
of the District's representations, warranties, covenants,
agreements or obligations hereunder.

13.3.2 Indemnification by SDHA. SDHA shall protect,
indemnify and hold the District (which, for purposes of this
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Section 14.3.2 shall include not only the District but also its
director's, officer's, employees and agents) harmless, and upon the
District's request defend the District from and against any and all
Losses of any kind whatsoever resulting from, arising out of or
relating to any breach of SDHA's representations, warranties,
covenants, agreements or obligations hereunder.

13.3.3 Attorneys' Fees. In the event that any claim
or contest regarding this Affiliation Agreement is brought by one
party to this Affiliation Agreement against another party or
parties, the party or parties against whose favor such claim or
contest is resolved shall pay all costs and reasonable attorneys'
fees incurred by the other party or parties as a result of such
claim or contest, together with interest on any amount recovered
(other than attorneys' fees) from the date judgment is entered at
the maximum amount permitted by applicable law. _

13.4 Governing Law. This Affiliation Agreement shall be
governed by and construed in accordance with the laws of the State
of California.

13.5 1Invalidity. 1In the event that any one or more of the
provisions contained in this Affiliation Agreement shall be
invalid, illegal or unenforceable in any respect, the validity,
legality and enforceability of the remaining provisions contained
in this Affiliation Agreement shall not in any way be affected or
impaired thereby. To the extent permitted by applicable law, each
party to this Affiliation Agreement waives any provision of law
which renders any provision of this Affiliation Agreement invalid,
illegal or unenforceable in any respect. In the event any
provision of this Affiliation Agreement shall be held invalid,
illegal or unenforceable, the parties shall use all reasonable
efforts to substitute a valid, legal and enforceable provision
which implements the purposes and intents of this Affiliation
Agreement.

13.6 Notices. Any notice or communication to be given under
this Affiliation Agreement by any party to the others shall be in
writing and shall be deemed to have been given when delivered or
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two days after the date sent by registered or certified mail,
postage prepaid, as follows:

To the District: Grossmont Hospital District
P. O. Box 158
La Mesa, CA 92044-0300
Attention: Chief Executive
Officer

To SDHA: 3131 Berger Avenue, Suite 100
San Diego, CA 92123
Attention: President and Chief
Executive Officer
or to such other persons or addresses as may be designated in
writing by the party to receive such notice.

13.7 Entire Agreement. This Affiliation Agreement (including
any exhibits, documents and instruments referred to in this
Affiliation Agreement):

13.7.1 Constitutes the entire agreement, supersedes
all other prior agreements and understandings, both written and
oral, among the parties, or any of them, with respect to the
subject matter of this Affiliation Agreement;

13.7.2 Is not intended to confer upon any person
other than the parties to this Affiliation Agreement and GHC any
rights or remedies under this Affiliation Agreement; and

13.7.3 Shall not be assignable by operation of law or
otherwise.

13.8 cCaptions. The article and section captions in this
Affiliation Agreement are for convenient reference only, do not
constitute part of this Affiliation Agreement and shall not limit
or otherwise affect any of the provisions of this Affiliation
Agreement.

13.9 Costs. The parties shall each pay their respective
costs for professional and other services rendered with respect to
the transactions contemplated by this Affiliation Agreement, and
SDHA and the District shall each pay one-half of the costs of the
professional services described in Section 7.10 (Bonds) and
Section 7.12 (ERISA).

43



13.10 Counterparts. This Affiliation Agreement may be executed
by the parties in separate counterparts, each of which shall be
deemed to be an original.

IN WITNESS WHEREOF, San Diego Hospital Association and
Grossmont Hospital District cause this Agreement to be executed as
of the date first written above.

E
/
L

SAN DIEGO HOSPITAL7ASSOCIATION

‘ /
T e /.w7 J
It — Chairman - {
GROSSMONIZ:I?OSPIMISTRICT
o E. bia . \'I, [P
By "L hV/ﬂ& aly' UzILL
Its Chief Execﬁtive Qfficer
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AFFILIATION AGREEMENT

Exhibit 1.1.3

ARTICLES OF INCORPORATION
OF

GROSSMONT HOSPITAL FOUNDATION

ARTICLE T
The name of this corporation is Grossmont Hospital
Foundation.
ARTICLE IT
(A) This corporation is a nonprofit public benefit
corporation and is not organized for the private gain of any
person. It is organized under the Nonprofit Public Benefit
Corporation Law for charitable purposes.

(B) The specific purpose of this corporation is to provide

support and assistance to Grossmont Hospital Bistriet—which—is—a

programs, services and facilities.

(C) This corporation is organized and operated exclusively
for charitable purposes within the meaning of Section 501 (c) (3)

of the Internal Revenue Code of 1554 } § or the corresponding

provision of any future United States internal revenue law.
Notwithstanding any other provision of these Articles, this

corporation shall not, except to an insubstantial degree, engage



in any activities or exercise any powers that are not in
furtherance of the purposes of this corporation, and the
Corporation shall not carry on any other activities not permitted
to be carried on (i) by a corporation exempt from Federal income
tax under Section 501(c) (3) of the Internal Revenue Code of 1954
1986 or the corresponding provision of any future United States
internal revenue law, or (ii) by a corporation, contributions to
which are deductible under Section 170(c) (2) of the Internal

Revenue Code of 3954

5 or the corresponding provision of any
future United States internal revenue law. No substantial part
of the activities of this corporation shall consist of carrying
on propaganda, or otherwise attempting to influence legislation,
and this corporation shall not participate in or intervene in

(including publishing or distributing statements) any political

campaign on behalf of oi

) any candidate for

public office.

ARTICIE III




All the property and assets of this corporation are
irrevocably dedicated to the charitable purposes set forth in
Article II(B) + above. No part of the net earnings, property or
assets of this corporation shall ever inure to the benefit of any
director, officer or member thereof or to the benefit of any
private individual. Upon the winding up and dissolution of this
corporation, its assets remaining after paying or adequately

providing for the debts, obligations and liabilities of the

corporation shall be distributed to Grossmont Hospital Bistriet

Amendments of these Articles of Incorporation may be adopted
if approved by the board of governors of this corporation and

approved by the board of directors of Grossmont Hospital Bistriet







AFFILIATION AGREEMENT
Exhibit 1.1.3
BYLAWS
OF
GROSSMONT HOSPITAL FOUNDATION

A California Nonprofit Public Benefit Corporation

PREAMBLE

The purpose of this corporation is to provide assistance and

support to Grossmont Hospital Bés%réeﬁ—aaé—éts-aeﬁév&e&esT
preogramns;—services—and—faeilities Cort :

e

ARTICLE I

OFFICES
The principal office of the corporation shall be located at
such place within the county of San Diego, State of California,
as the Board of Governors may determine. Subordinate offices may

be established at any place within San Diego County by the Board

of Governors.

ARTICLE I
MEMBERS

This corporation shall have no statutory members as defined

in Corporations Code Section 5056.
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ARTICLE III
BOARD OF GOVERNORS

IITLE. The directors of this corporation

Section % ;

shall be designated by the name or title of "Governors."

Section 2 NUMBER ES ON AN E OF OFFICE.
(a) The seven (7) persons holding the following

offices or positions shall be ex-officio members of the Board of

Governors, without voting privileges: two members of the Board

of Directors of Grossmont Hospital Pistsi ¢
selected by the Bistxiet &%

on Board; Chief of the Medical
Staff at Grossmont Bistxriet—Hospital ("Hospital"); Executive
Assistant to the Chief of the Medical Staff; Administrator/CEO of
the Hospital; President of the Hospital Auxiliary; and the
Executive Director T—or—President; of Grossmont Hospital
Foundation.

(b) Until changed by amendment of these Bylaws, at

least twelve (12) but no more than thirty-six i

} Governors

shall be appointed by the Board of Directors of Grossmont

6fi, after receiving the recommendation

apprevai—of the Board of Governors. The authorized number of
Governors so appointed shall be fixed, within those limits, by a
resolution adopted by the Board of Governors. Each such Governor

shall hold office for a term of twe £H ¥ years &

and ending on June 30

‘and until a
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successor has been appointed. The terms of—the—first governers

appeinted—shall be staggered so that one-—halsf 1 . of the
Governors' terms of office expire en—June—36—319586—and—ene—halsf

Section 3 3

POWERS. Subject to the provisions and
limitations of the California Nonprofit Public Benefit
Corporation Law and any other applicable laws, the corporation's
activities and affairs shall be managed, and all corporate powers
shall be exercised, by or under the direction of the Board of
Governors. Without limiting the generality of the foregoing, the
Board of Governors shall have the power to:

(a) Appoint and remove, at the pleasure of the Board

» all the other officers, agents, and employees of
the corporation; prescribe powers and duties for them that are
consistent with law, with the Articles of Incorporation, and with
the Bylaws; fix their compensation and require from them security
for faithful performance of their duties.

(b) Designate any place within the State of California
for the holding of any Governors meetings;

(c) Adopt, make and use a corporate seal and to alter
the form thereof from time to time as in their judgment they may
deem best, provided such seal shall at all times comply with the
provisions of law.

Section ¢ 3

- PLACE OF MEETINGS. Meetings of the Board

of Governors shall be held at any place within California that

has been designated by resolution of the Board of Governors or in
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the notice of meeting or, if not so designated, at the principal
office of the corporation.

Section 5 ANNUAL MEETING AND OTHER REGULAR MEETINGS.

A regular annual meeting of the Board of Governors shall be held
without other notice than this bylaw, on the third Tuesday of May
each year at 5:00 p.m. at the principal office of the
corporation. The Board of Governors may provide by resolution
the time and place, within the State of California, for the
holding of additional regular meetings of the Board of Governors

without other notice than such resolution.

SPECIAL MEETINGS. Special meetings of the

Board of Governors may be called by the Chairman, the Secretary,
Oor any two Governors. The person or persons authorized to call
special meetings of the Board of Governors may fix any place,
within the State, as the pPlace for holding any special meeting of
the Board of Governors called by them.

Section #

NOTICE. Written notice of a special
meeting shall be delivered personally or by mail to each member
of the Board of Governors and to each local newspaper of general
circulation, radio or television station requesting notice in
writing. Such notice must be delivered personally or by mail at
least 24 hours before the time of such meeting as specified in
the notice. The call and notice shall specify the time and place
of the special meeting and the business to be transacted. No
other business shall be considered at special meetings. Such
written notice may be dispensed with as to any Governor who at or

prior to the time the meeting convenes files with the secretary a
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written waiver of notice. Such waiver may be given by telegram.

Such written notice may also be dispensed with as to any Governor

who is actually present at the meeting at the time 4= i

convenes.

Section &+ 3

QUORUM. One-third (1/3) of the authorized
number of Governors with voting privileges shall constitute a
quorum for the transaction of business, except to adjourn. The
authorized number shall be determined by resolution of the Board

of Governors as provided by Artiele—FFI—- Section 22—t

Every action taken or decision made by a majority of the
Governors present at a duly held meeting at which a quorum is
Present shall be the act of the Board of Governors, subject to
the more stringent provisions of the California Nonprofit Public
Benefit Corporation Law, including, without limitation, those
Provisions relating to (a) approval of contracts or transactions
in which a Governor has a direct or indirect material financial
interest+j (b) approval of certain transactions between
corporations having common directorships, (c¢) creation of the
appointments to committees of the Board of Governors, and (d)
indemnification of Governors. A meeting at which a quorum is
initially present may continue to transact business, despite the
withdrawal of some Governors, if any action taken or decision
made is approved by at least a majority of the required guorum
for that meeting.

Section &

ADJOURNMENT. The Board of Governors may

adjourn any regular, adjourned regular, special or adjourned

special meeting to a time and place specified in the order of
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adjournment. Less than a quorum may so adjourn'from time to
time. A copy of the order or notice of adjournment shall be
conspicuously posted on or near the door of the place where the
meeting was held within 24 hours after the time of the
adjournment. If the original meeting is adjourned for more than
24 hours, notice of any adjournment to another time or place
shall be given prior to the time of the adjourned meeting to the
Governors who were not present at the time of adjournment.

Section 36

PUBLIC MEETINGS. Meetings of the Board

of Governors shall be open to the public except:

(a) The Board of Governors may hold closed sessions
during a meeting to cdonsider the appointment, employment or
dismissal of an employee or to hear complaints or charges brought
against such employee by another person or employee unless such
employee requests a public hearing. The term "employee" shall
not include the offices of Board of Governors, Chairman, or
Vice-Chairman. Any action taken during a closed session
regarding the appointment, employment or dismissal of an employee
must be reported when the open meeting is resumed or at the next
public meeting, along with any roll call vote taken thereon.

(b) The Board of Governors may hold a closed session
to confer with, or receive legal advice from, its legal counsel
regarding pending litigation when discussion in open session

would prejudice the Board's position in the litigation.

Prior to or after holding any closed session,
the Board of Governors must state one of the foregoing reasons

for the closed session. Only those matters covered in the
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statement can be considered in the closed session. In the case
of special, adjourned and continued meetings, the statement of
the general reason or reasons for the closed session must be made
a part of the notice provided for the special, adjourned or
continued meeting.

Section %%t 3.

RESIGNATIONS. Except as provided below,

any Governor may resign by giving written notice to the Chairman
or the Secretary of the Board of Governors. The resignation
shall be effective when the notice is given unless it specifies a
later time for the resignation to become effective. Except on
notice to the Attorney General of California, no Governor may
resign if the corporation would be left without a duly elected
Governor or Governors.

Section 2 i

VACANCIES. Any vacancy occurring in the

Board of Governors and Governorship to be filled by reason of an
increase in the number of Governors may be filled by the Board of

Directors of Grossmont Hospital bistriet | after

receiving the

of the Board of Governors.

Section 33 A

REIMBURSEMENT. With the exception of the
Executive Director,—er—President- Governors shall receive no
compensation for their services as Governors or officers, but the
Board of Governors may determine by resolution to reimburse
Governors' actual and necessary expenses incurred in the conduct
of the corporation's business.

Section 34

RESTRICTION ON INTERESTED GOVERNORS. Not
more than 49% of the persons serving on the Board of Governors at
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any time may be interested persons. An interested person is (1)
any person being compensated by the corporation for services
rendered to it within the previous 12 months, whether as a
full-time or part-time employee, independent contractor, or
otherwise, excluding any reasonable compensation paid to a
Governor as Governor; and (2) any brother, sister, ancestor,
descendant, spouse, brother-in-~law, sister-in-law,
daughter-in-law, mother-in-law, or father-in-law of any such

person. However, any violation of the provisions of this

| shall not affect the validity or enforceability
of any transaction entered into by the corporation.

Section 5~ |

ATTENDANCE. Three consecutive unexcused

absences shall constitute cause for considération of removal from
the Board of Governors. A majority vote of the total voting

members of the beard BYAFd, with ratification by the Board of

Directors of Grossmont Hospital o

shall be required

for removal.

ARTICLE IV
OFFICERS
OFFICERS. The officers of the corporation

shall be a Chairman, Vice Cha1rman{%he—n&mber*Ehefeefnte—be

Section %
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Chairman and Vice Chairman must be selected from the membership
of the Board of Governors. The Board of Governors may elect or
appoint such other officers as it shall deem desirable. Any two
or more offices may be held by the same pPerson, except that the
Chairman er—the-President—may not serve concurrently as the
Secretary or as the Chief Financial Officer of the corporation.

Section 2 4.02. ELECTION AND TERM OF OFFICE. The officers

of the corporation, except the Executive Director, —er—President-
shall be elected annually by the Board of Governors at the
regular annual meeting of the Board of Governors and shall serve
at the pleasure of the Board of Governors. If the election of
officers shall not be held at such meeting, such election shall
be held as soon thereafter as is convenient. Each officer shall
hold office until his successor shall have been duly elected and
shall have qualified.

Section 3

REMOVAL. Any officer elected or appointed
by the Board of Governors may be removed by vote of a majority of
the authorized number of members of the Board of Governors with
or without cause whenever, in its judgment, the best interests of
the corporation would be served thereby, subject to the rights,
if any, of any officer under any written contract of employment.

Section 4

RESIGNATION. Any officer may resign at

any time by giving written notice to the corporation. The
resignation shall take effect as of the date the notice is
received or at any later time specified in the notice and, unless
otherwise specified in the notice, the resignation need not be

accepted to be effective. Any resignation shall be without
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pPrejudice to the rights, if any, of the corporation under any
contract to which the officer is a party.

Section &

5. VACANCIES. A vacancy in any office
because of death, resignation, removal, disqualification, or

otherwise, shall be filled by the Board of Governors:

Section €

CHAIRMAN. The Chairman shall preside at
all Board of Governors meetings. The Chairman shall have such
other powers and duties as the Board of Governors or the bylaws
may prescribe.

Section F+ # If the Chairman

is absent or disabled] the Viee—ehaéfm&ﬁr—if—&ﬁyrﬂin—efdef—af

& Vice Chairman deségﬁe%eé—by—ehe—Bearé-efweevernerQT shall

perform all duties of the Chairman. When so acting, a £he

Chairman shall have all powers of and be subject to all
restrictions on the &he Chairman. The Vice Chairman shall have
such other powers and perform such other duties as the Board of
Governors or the bylaws may prescribe.

8. 3 IRECTOR. The Executive

Director T—er—Presidents shall be appointed by the Board of

Section & §

Governors, subject to ratification by the Board of Directors of

Grossmont Hospital Bistxiet i

ofi. The Executive Director
7T-er—President; shall be the chief executive and operating
officer of the corporation, subject to the control of the Board
of Governors. The Executive Director T—er—President- shall be
the general manager of the corporation and shall supervise and

- 10 -
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direct the corporation's activities and employees. He shall
report to the Chairman between Board of Governors meetings and to
the Board of Governors at each meeting.

Section & SECRETARY.

(a) Book of Minutes. The Secretary shall keep or

cause to be kept, at the corporation's principal office or such
other place as the Board of Governors may direct, a book of
minutes of all meetings, proceedings, and actions of the Board of
Governors and of committees of the Board. The minutes of
meetings shall include the time and place that the meeting was
held, whether the meeting was annual, regular, or special, and,
if special, how authorized, the notice given and the names of
those present at Board of Governors and committee meetings. The
Secretary shall keep or cause to be kept, at the principal office
in California, a copy of the articles of incorporation and
bylaws, as amended to date.

(b) Notices, Seal, and Other Duties. The Secretary
shall give, or cause to be given, notice of all meetings of
members, of the Board of Governors and of committees of the Board
required by these Bylaws to be given. The Secretary shall keep
the corporate seal in safe custody and shall have such other
powers and perform such other duties as the Board of Governors or
the Bylaws may prescribe.

. CHIEF FINANCIAL OFFICER.

(a) Books of Account. The Chief Financial Officer

Section o ¥ilp
shall keep and maintaini or cause to be kept and maintained,
adequate and correct books and accounts of the Corporation's

- ll -
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properties and transactions. The Chief Financial Officer shall
send or cause to be given to the Governors such financial
statements and reports as are required to be given by law, by
these bylaws, or by the Board of Governors. The books of account
shall be open to inspection by any Governor at all reasonable
times.

(b) Deposit and Disbursement of Monev and Valuables.

The Chief Financial Officer shall deposit, or cause to be
deposited, all money and other valuables in the name and to the
credit of the corporation with such depositories as the Board of
Governors may designate, shall disburse the corporation's funds
as the Board may order, shall render to the Chairman, and the
Board of Governors, when requested, an account of all
transactions as Chief Financial Officer and of the financial
condition of the corporation, and shall have such other powers

and perform such other duties as the Board of Governors or the

Bylaws may prescribe.

ARTICLE V

- 12 -
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COMMITTEES OF THE BOARD

Section % CREATION AND APPOINTMENT. The Board of

Governors may create one or more committees of the Board, each
consisting of one or more Governors constituting less than a
quorum of the Board and supplemented by such other advisors as
the Board of Governors may wish to appoint. The Board may
delegate this authority to the Executive Committee or the Board
Chairman. The Executive Director er—PfeﬂédeﬂE—or his delegate
shall serve as an ex officio member of all committees of the
Board of Governors. Appointments to a committee of the Board of
Governors shall be made in accordance with the procedure adopted
by the Board of Govefnors in connection with the creation of a
committee. One or more Governors may be appointed as alternate
members of any such committee, who may replace any absent member
at any meeting. A committee created under this section shall not

exercise the authority of the Board of Governors.
Section 2-——BOARD-DEVELOPMENT-AND &
COMMITTEE. The Beard—Develepment—and

Committee shall consist of the i

J other members of the
Board of Governors. The Committee shall nominate candidates for
the Beard—ef-Geverners—fer the—offices of Chairman, Vice
Chairman, Secretary, and Chief Financial Officer, and for the two
at-large members of the Executive Committee. The committee shall

propose candidates #

to the Board of Governors for

approval, and the Board will recommend these to the bistriet

- 13 -
: REV 6/91



A Board of Directors for appointment as per artiele

¥iEy Section )=

Section 3 5.03. MEETINGS. The time and place of regular

meetings of a committee of the Board of governors §

be determined by the committee. Special meetings may be called
at any time by the committee chairman or any two committee
members. Notice of the time and place of special meetings shall
be given to each  committee member by one of the following
methods: (a) by personal delivery of written notice; (b) by
first-class mail, postage prepaid; (c) by telephone, either

directly to the member or to a person at the members |

office who would reasonably be expected to communicate that
notice promptly to the member; or (d) by telegram, charges
prepaid. All such notices shall be given or sent to the member's
address or telephone number as shown on the records of the
corporation. Notices sent by first-class mail shall be deposited

in the United States mails at least four days before the +ime

¢ set for the meeting. Notices given by personal delivery,
telephone, or telegraph shall be delivered, telephoned, or given
to the telegraph company at least 48 hours before the time set
for the meeting. The notice shall state the time of the meeting,
and the place if the place is other than the principal office of
the corporation. It need not specify the purpose of the meeting.
A majority of the membership of a committee shall constitute a
quorum. Minutes of committee meetings shall be kept and filed

with the corporate records.

- 14 -
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ARTICLE VI

EXECUTIVE COMMITTEE

Section % EXECUTIVE COMMITTEE. The Executive Committee

shall consist of seven voting members: the Chairman, Immediate Past
Chairmah, Vice Chairman, Secretary, Chief Financial Officer, and
two at-large members of the Board of Governors nominated by the

Beard—Dbeveleopment—and O

the Board of Governors. The Executive Director er—President—shall

Nominating Committee and approved by

be an ex officio member of the committee. The Executive Committee
shall have all the authority of the Board of Governors between
Board meetings, except with respect to:
(a) Fixing the reimbursement of expenses incurred by
Board members;
(b) Adopting proposed amendments or repeal of bylaws or
new bylaws;
(c) Amending or repealing any resolution of the Board
of Governors which by its express terms is not SO
amendable or repeala FéHé:

(d) Approving any contract or transaction to which the

corporation is a party and in which one or more
Governors has a material financial interest, except
as provided in paragraph—(3—ef-subdivisien—(d—ef
Seetien—5233 Hédtion

Corporations Code.

of the California

- 15 ~
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Section 2 . MEETINGS. The time and place of regular
meetings of the Executive Committee shall be determined by
resolution of the Board of Governors. Special meetings may be
called at any time by the Committee chairman Oor any two Committee
members. All meetings of the Executive Committee shall be open
to the public to the same extent as meetings of the Board of

Governors and the procedural requirements as to notice shall be

the same as those set forth in Sections 3 &ugs

A majority of the membership of the Executive
Committee shall constitute a quorum. Minutes of Committee

meetings shall be kept and filed with the corporate records.

ARTICLE VII

CONTRACTS, CHECKS, DEPOSITS, AND GIFTS

Section %

CONTRACTS. The Board of Governors may
authorize any officer or officers, agent or agents of the
corporation, in addition to the officers so authorized by these
Bylaws, to enter into any contract or execute and deliver any
instrument in the name of and on behalf of the corporation, and
such authority may be general or confined to specific instances.

Section 2

CHECKS, DRAFTS, ETC. All checks, drafts,
or orders for the payment of money shall be signed by such
officer or officers, agent or agents of the corporation and in
such manner as shall from time to time be determined by
resolution of the Board of Governors. In the absence of such

determination by the Board of Governors, such instruments shall

- 16 -
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be signed by the Chief Financial Officer and countersigned by the

Chairman or & Vice Chairman of the corporation.

Section 3 j . DEPOSITS. All funds of the corporation
shall be deposited from time to time to the credit of the
corporation in such banks or savings and loan associations as the
Board of Governors may select.

Section ¢ 7

GIFTS. The Board of Governors may accépt
on behalf of the corporation any contribution, gifts, bequests or
devises for the general purposes or for any special purpose of

the corporation.

ARTICLE VIII

RECORDS AND REPORTS

Section % 8

MAINTENANCE OF CORPORATE RECORDS. The

corporation shall keep:

Adequate and correct books and records of account;

Written minutes of the proceedings of its Board
and committees of the Board.

Section 2= i

INSPECTION BY BIRECTORS HOVEBRORS Every

Governor shall have the absolute right at any reasonable time to
inspect the corporation's books, records, documents of every
kind, physical properties, and the records of each of its
subsidiaries. The inspection may be made in person or by the
Governor's agent or attorney. The right of inspection includes
the right to copy and make extracts of documents.

Section 3 |

. ANNUAL REPORT. The Board of

Governors shall cause an annual report to be sent to the
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Governors and to the Board of Directors of Grossmont Hospital

4] within 120 days after the end of the

corporation's fiscal year. That report shall contain the
following information, in appropriate detail, for the fiscal
year:
(1) The assets and liabilities, including the trust funds,
of the corporation as of the end of the fiscal year.
(2) The principal changes in assets and liabilities,
including trust funds.
(3) The revenue or receipts of the corporation, both
unrestricted and restricted to particular purposes.
(4) The expenses or disbursements of the corporation for
both general and restricted purposes.

(3) Any information required by Section 4+ | below.

The annual report shall be accompanied by any report on
it of independent accountants or, if there is no such report, by
the certificate of an authorized officer of the corporation that
such statements were prepared without audit from the

corporation's books and records.

Section 4 ANNUAL,_STATEMENT OF CERTAIN TRANSACTIONS

AND INDEMNIFICATIONS.

As part of the annual report, the

corporation shall annually prepare and mail or deliver to each

Governorj and to the Board of Directors of Grossmont Hospital

a statement of any transaction or

indemnification of the following ¥ind

(1) Any transaction (i) in which the corporation, its

parent, or its subsidiary was a part, and (ii) in which an

- 18 -
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"interested person" had a direct or indirect material financial
interest, and (iii) which involved more than $50,000, or was one
©of a number of transactions with the same interested person
involving, in the aggregate, more than $50,000. For this
purpose, an "interested person" is either of the following:
=21} Any Governor or officer of the corporation,
its parent, or subsidiary (but mere common directorship shall not

be considered such an interest); or

B (IX) Any holder of more than 10 percent of the

voting power of the corporation, its parent, or its subsidiary.

{b) The statement shall include a brief description of the
transaction, the names of interested persons involved, their
relationship to the corporation, the nature of their interest,
provided that if the transaction was with a partnership in which
the interested person is a partner, only the interest of the
partnership need be stated.

Ic I

D IF TION

- 19 -
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1. RIGHT OF INDEMNITY. To the fullest extent

Section % &

permitted by law, this corporation shall indemnify its Governors,
officers, employees, and other persons described in

Section 5238+4a)f

of the California Corporations Code, including
persons formerly occupying any such position, against all
expenses, judgments, fines, settlements and other amounts
actually and reasonably incurred by them in connection with any
"proceeding," as that term is used in that Section, and including
an action by or in the right of the corporation, by reason of the
fact that the person is or was a person described in that
section.. "Expenses," as used in this bylaw, shall have the same

meaning as in Section 5238+4a)

. of the California Corporations

Code.

Section 2

APPROVAI OF INDEMNITY. On written request

to the Board of Governors by any person seeking indemnification

under Section 5238+ of the California

Corporations Code, the Board of Governors shall promptly

determine under Section 5238<%e)

of the California Corporations
Code whether the applicable standard of conduct set forth in

Section 5238k

| or Section 5238+¢e}

. has been met and, if so,
the Board of Governors shall authorize indemnification. If the
Board of Governors cannot authorize indemnification because the
number of Governors who are parties to the proceeding with
respect to which indemnification is sought prevents the formation
of a quorum of Governors who are not parties to that proceeding,

the Board of Governors shall promptly cause an application to be
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made for court authorization pursuant to Corporations Code

Section 5238+ter{3+

Section 2 §,03 A NT O NSES. To the fullest

extent permitted by law and except as otherwise determined b

the

by a
person seeking indemnification under Seetion—t—and—2-ef Artiele

2 of these Bylaws in defending any

TR,

receipt by the corporation of an undertaking by or on behalf of
that person that the advance will be repaid unless it is
ultimately determined that the person is entitled to be

indemnified by the corporation for those expenses.

ARTICLE X
INSURANCE
The corporation shall have the right to purchase and
maintain insurance to the full extent permitted by law on behalf
of its officers, Governors, employees, and other agents, against
any liability asserted against or incurred by any officer,
Governor, employee, or agent in such capacity or arising out of

the officer's, governor's employee's, or agent's status as such.

ARTICLE XTI

FISCAL YEAR
The fiscal year of the corporation shall begin on the first
day of July and end on the last day of June in each year.

- 2 l -
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ARTICLE XII

SEAL

The Board of Governors shall provide a corporate seal, which
shall be circular §f form, and shall have inscribed thereon the
name of the corporation, the date of its incorporation, and the

word "California."

ARTICLE XIIT

AMENDMENT OF BYLAWS

These Bylaws may be altered, amended or repealed and new
Bylaws may be adopted by the Board of Governors, subject to

ratification by the Board of Directors of Grossmont Hospital

R — s
May 17, 1991
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EXHIBIT 7.1 h -t
{n thaafice of the Secretary ¢’ St
ofthe State of Cale.
AFFILIATION AGREEMENT

JAN 2 1991

ARTICLES OF INCORPORATION

PONG EU, Secteian 0: Siai
or MARCH

GROSSMONT EHOSPITAL CORPORATION

& -

FIRST: The name of this corporation is: GROSSMONT HOSPITAL
CORPORATION,

SECOND: (a) This corporation is a nonprofit public benefit
corporation and is not organized for the private gain of any
person. It is organized under the Nonprofit Public Benefit
Corporation Law for charitable purposes.

(b) The specific purposes of this corporation are:

(1) To establish, maintain, conduct, and
operate a hospital or hospitals and related, associated and
complementary facilities and services, such as, but not limited to,
skilled nursing, extended care, outpatient care, home care, and
other health care progranms, activities, services and facilities;

(2) To carry on any educational activities
related to rendering care to the sick and injured, or to the
promotion of health;

(3) To promote and carry on scientific
research related to care of the sick and injured, or to the
promotion of health;

(4) To participate in any activity designed
and carried on to promote the general health of the community;

(5) To operate and maintain this corporation
and its assets for the benefit of the communities served by
Grossmont Hospital District, a political subdivision of the State
of California, organized and existing pursuant to Local Hospital
District Law (Division 23 of the California Health & Safety Code) ,
and which is located in San Diego County, California; and

(6) Generally to do anything and everything
necessary, expedient or incidental to the foregoing.

: (a) This corporation is organized and operated
exclusively for charitable, scientific, and educational purposes
within the meaning of Section 501(c) (3) of the Internal Revenue
Code of 1986 or the corresponding provisions of any future United
States internal revenue law.



(b) Notwithstanding any other Provision of these
Articles, this corporation shall not, except to an insubstantial
degree, engage in any activities or exercise any powers that are
not in furtherance of the purpose of this corporation, and this
corporation shall not carry on any other activities not permitted
to be carried on: (1) by a corporation exempt from federal income
tax under Section 501(c) (3) of the Internal Revenue Code of 1986 or
the corresponding provision of any future United States internal
revenue law; or (2) by a corporation, contributions to which are
deductible under Section 170(c) (2) of the Internal Revenue Code of

1986 or the corresponding provision of any future United States
internal revenue law.

(S) No substantial part of the activities of this
corporation shall consist of lobbying or propaganda, or otherwise
attempting to influence legislation, except as proviged in section

shall not participate in or intervene in (including publishing or
distributing statements) any political campaign on behalf of or in
opposition to any candidate for public office except as provided in
Section 501(h) of the Internal Revenue Code of 1986.

OURTH: The name and address in cCalifornia of the
corporation's initial agent for service of process are:

Peter K. Ellsworth
3131 Berger Avenue
San Diego, CA 92123

FIFTH: (a) All of the properties, monies and assets of
this corporation are irrevocably dedicated to charitable purposes
set forth in Article SECOND above. No part of the net earnings of
this corporation shall inure to the benefit of any of its
directors, trustees, officers or members, or to any private
individuals.

(b) In the event that this corporation is wound up
and dissolved, after paying or adequately providing for the debts,
obligations, and liabilities of this corporation, including this
corporation's allocable share of the debt of any obligated group of
which this corporation is a menber, the remaining assets of this
corporation shall be distributed to a. nonprofit corporation,
foundation, or fund which is organized and operated exclusively for
charitable purposes and which has established and maintained its
tax-exempt status under Section 501(c) (3) of the Internal Revenue
Code of 1986, or the corresponding provision of any future United
States internal revenue law, and which is qualified for exemption
from taxation under Section 23701d of the California Revenue and
Taxation Code, or the corresponding section of any future
California revenue and tax law, to be held in irrevocable trust for
the purposes set forth in Article SECOND, or for other health
related purposes for the benefit of the communities served by

2



Grossmont Hospital District. Such nonprofit corporation shall be
the San Diego Hospital Association, a California nonprofit public
benefit corporation, if it qualifies as a distributee pursuant to
the foregoing provisions of this Article. Otherwise, a gqualified
distributee shall be selected and designated by the Board of
Directors of this corporation.

STATE OF CALIFORNIA )
) 8S.
COUNTY OF SAN MATEO )

On this ZJI' day of M, 1990, before me, the
undersigned, a Notary Public in and for the State of California

with my principal office in the County of San Mateo, personally
appeared JORDAN W. CLEMENTS, personally known to me (or proved to
me on the basis of satisfactory evidence) to be the person whose
name is subscribed to the within instrument and acknowledged to me
that he executed the same.

IN WITNESS WHEREOF, I have subscribed my name and affixed my
official seal hereto as of the date first hereinabove written.

ofary Public
State of California

: CER, GFFICIAL SEAL
..% LESLIE DONAMHUE

. Y / 'NOTARY PuBLIC- CALIFORNIA
: ST AR MATED o

Y copussion EXP. JNE 26,1997 ‘




EXHIBIT 7.1
AFFILIATION AGREEMENT

AMENDMENT
OF
ARTICLES OF INCORPORATION
OF
GROSSMONT HOSPITAL CORPORATION

Article FIFTH, Section (b) of the Articles of Incorporation of
Grossmont Hospital Corporation is amended to read as follows:

FIFTH: (b) In the event that this corporation is wound up
and dissolved, after paying or adequately providing for the debts,
obligations, and liabilities of this corporation, including this
corporation's allocable share of the debt of any obligated group of
which this corporation is a member, the remaining assets of this
corporation shall be distributed to Grossmont Hospital District, a
political subdivision of the State of California, organized and
existing pursuant to the Local Hospital District Law (Division 23
of the California Health & Safety Code), and which is located in
San Diego County, California. In the event that Grossmont Hospital
District no longer exists, the remaining assets of this corporation
shall be distributed to a nonprofit corporation, foundation, or
fund which is organized and operated exclusively for charitable
purposes and which has established and maintained its tax-exempt
status under Section 501(c) (3) of the Internal Revenue Code of
1986, or the corresponding provision of any future United States
internal revenue law, and which is qualified for exemption from
taxation under Section 23701d of the California Revenue and
Taxation Code, or the corresponding section of any future
California revenue and tax law, to be held in irrevocable trust for
related purposes for the benefit of the citizens of the communities
formerly within the boundaries of Grossmont Hospital District.
Such nonprofit corporation shall be the San Diego Hospital
Association, a California nonprofit public benefit corporation, if
it qualifies as a distributee pursuant to the foregoing provisions
of this Article. Otherwise, a qualified distributee shall be
selected and designated by the Board of Directors of this
corporation.
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EXHIBIT 7.3.1
AFFILIATION AGREEMENT

Adopted 2-27-9%0

BYTAWS OF

SAN DIEGO HOSPITAL ASSOCIATION

ARTICLE I
ERINCIPAL OFFICE

fhe principal office for the transaction of the
business of San Diego Hespital Association (referred to
hereinafter as the "Association” or the “corporation”) is
hereby fixed and located at such place within the County of
8an Diego, State of California, as ths Board of Directors

may, from time to time, designata.

ARTICLE IT
SEAL
The corporation shall have a common seal bearing
the inscription '“San Diego Hospital Association, Incorporated

1946",

ARTICLN IIx
PURPQSE
The general purpose of the ccrporation is to
Promote health care through supgporting and/or operating,
directly or through wholly-owned subsidiaries or other

appropriste management arrangements, hospitals and medically-
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related facilities and activities in the State of California.
The specific ang primary purposes for which this corporation
is formed are to support anéd be responsive to the needs of
its publicly Supported, tax-exenmpt subsidiaries, The
corperation shall have all the powers authorized by law fer a
nonprofit corporatier to do all necessary or incidental acts

in the furtherance of these purposes.

Sectioen 1. Qualification for Members. The

membership of the Association shall be drawr from a broad
Cross section of San Diege County, but shall not be limitaed
to residents of that County. All persons of good moral
character, without ragard to race, religion or political
affiliation are eligible for membership when they have
demonstrated their interest in the objectives aof the
Association by maxing contributions in one ¢of thae amounts
ﬁentioned below.
Section 2. Slaseses of Mambers. Association

Members shall be divided into Classes as follows: '

4. Life Members shall be those persons
who were Association Memhers en June 28, 1982,

B. Regular Members shall be those

pPerscns wno contribute One Hundred Dgllars ($100.00) or more

~
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to the Association through the sharp Hospitals Foundation in
any vear on or after February 1, 1987. Their term of Regular
Membarship shall be frem February 1 of each year to January
31 of the following year. Persons who contribute this amount
To the Association shall be Regular Members from the date the
Assaclat‘on receives the contribution to tha following
January 31.

¢. Board Members shall be thoss
rersons who are then serving as members of the Sharp
Community Beard cf Trustees (referred to hereinafter as the
“Sharp Community Board”) or the Asscciation’s Board of
Directors (referred to hereinafter as the “Board of
Directors”).

d. Corporate contributors may ba
admitted to Regular Membership on the same terms as natural
persons. Each such corporate member may name an individual
of its choice to represent the corporate memder at meetings.

8. Notwithstanding any other
provisions of these bylaws, neither Asscciation Members nor
any class of Asa?ciaticn Members shall be “members” as that
term is defined in Section 505s o2 the california Nenprofit
Corporation Law.

Section 3. Meetings of the Members.

2. The annual meeting of Association
Members shall be held orn the fourth Tuesday of Februazy each
-3-
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vear at a time and place within san Diego County to be
detarmined by the Board of Directors or on such other date as
nay be designated by the Beard of Directors.

E. Notice of the annual meeting of
Association Members shall be given DY mail at least twenty
(20) days in advance of ths meeting to each Person who is an
Association Member or the record date. The record date for
the annuyal meeting shall be the January 3: preceding the
annual me&tinq.

€. The presence of twenty=£five {25)

Assoclation Members shall constitute a gquorum.

ARTICIE v
T r
Section 1. Purpose. The Purpose of the Sharp
Comnunity Board shall be £0 conduct meetings which provide a
forum to inform Boarg members regarding health-care issues of
local and national concern and to hear raeports and provide
advice on the pollcies and activities of the Associatien and
its subgidiaries. The Sharp Community Board nay review and
commant on activities of the subsidiary corperations and may
Provide advice on policies and procedures. The members of
the Sharp Community Board shall bring the community
' Perspective to Sharp’s affairs and ghall provide a Place %o

recruit new volunteer pParticipants for the Sharp system. The

-4-



SENT 3Y!SHAR® MEALTH CARE i 5="7-81 | 'I08PM |  CORPORA™E JFFICESw CARR, MCC.EL.AN:Z ¢

Sharp Community Board shall also elect its own membership
pPursuant to Article V, Saction 2 Below, and shall elect the

-members of the Board of Directors pursuant to Article VII

Section 2, Membershlip, Elecsion and Nomination.

a. The members of ghq Board of

bealow.

Diractors of the Association at the time these bylaws are
adopted shall be the initial nembers of the Sharp Community
Scard. The alacted members (as distinguished frem 8x officio
members) shall serve the remainder of their existing
directors’ term and until their successors are elected as
members of the Sharp Community Board. The =erms of the ex
Qfficla ﬁembars shall be commensurate with the term of their
office. As terms expire or vacancies occur, the Sharp
Community Board shall elact Persons to f£ill those vacancies.
In addition, the Sharp Community Board shall elect such
additional members as may be nacessary and appropriate to
complete its membership pursuant to Section 2,b. following.
The nominating and bylaws committee referred to in Section 3
of Article X below shall provide nonminations for these
elactions and the elections shall be made from those
nominatiens, except fer these nominations provided By the
medical staffs of the respective hospitals pursuant to

Sectien 3 following.
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b. The Sharp Comnunity Board shall
consist of up to thirty (30) elected members. All glected
members shall be elected for thraee (3) year tems. 1In
addition there shall re siy (6) ax gfficio members with ful:
voting rights; namely, the Chief of Starf of Sharp Memorial
Hospitgl, the Chief of Staff of Sharp Cabrillo Hosfital, the
Chief of sStaf? of Community Hospiwal o2 Chula Vista, the
Chairman of tne Advisory Council, the Chairman 0f the Board
of Children’s Hospital and Heal:h Centé;’and the Chairman of
the sharp Hospitals Foundation. The Board of Directors may

designate additional ex officio members from time to time as

it deems appropriate.

C. The Chairman of the Board or
Directors shall Preside at the meetings of the Sharp

Community Board., rp his absence the Vice Chairman shal]

Section 3. QunA1:isA:Lgaé_zgz;iha:n_sgmmsnisx
Ecard Membership. Not less than ssvanty-five (75) percent of

the membership of the Sharp Community Board shall ke

preside.

residents o{ San Diago County. Any adult Person who shall
have demonstrataed his or rer interest in the goals ang
objectives of san Dlego Hospital Association shall pe
eligible to serve on the Sharp Commurnity Board. The Sharp
Community Board shall include at least three (3) members who
are, at the time of their election, mambers in good standing

-8 =
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¢f the medical staff of each Sharp Hospital, including the
Chiefs of sStaff who Serve gx officio., oOne (1) of the three
(3) physicians from each hospital shall be elacted by the
Sharp Community Board from a slate of four (4) nominces
Proposed by the Executive Medical Board of the respective
Hospital. Termination of the medical stafs Rembership of any
physician sexving on the Sharp Community Board as a nominee
of the Executive\Medical Board shaljl Create a vacancy on the
Shafp Community Board to bae filled following the same
neminating procedure és that followed for the person being
Succeeded. The Sharp Community Board shall also include at
least four (4) members, including the Chies of Staff of
Community Hospital of chula Vista who serves 8x officis, who
are members of the board 0f directors of Community Hospital
ef Chula Vista.

ARTICLE VI

OF .
Secﬁion 1. aannal_ugg;;ng. One regular meeting of

the Sharp Community Board shall be known as itg annual
meeting and shall be held on the 2ouren (4th) Tuesday of May
of each year or at Such other time as the Board of Directors
may fix by resolution. AT its annual meeting, the Sharp
Community Board shall elact itse memberahip and the members of

the Board or Directors.



SENT 3Y:!SHARP mEALTR CARE b 9="7=81 | *!QBFM i  CORPORA™Z JFFICES= CARR, MCC_EL.AN:# 8

Section 2, 1laxr £ .  Reqular reetings of
the Sharp Community Board shall be held on the fourth (4th)
Tuesday of February , May (the annual meeting), August, and
November, or at 8uch other times as the Board of Directors
may from time to time Sfecify by résolution. No notice need
ka given of any reqular meeting of‘the Sharp Community Board
éxcept that notice of the annual neating shall be given at
least ten (10) days in advance to all of the members of the
Sharp Community Board. Such notice, in ;ddition to
sSpecifying the tine and place of the reeting, shall include
the names of Persons nominated for election to the Sharp
Cemmunity Board and the Board of Directors.

Sectien 3. §nggigl~uggging§. Special meetings of
the Sharp Comnunity Boarad may be called by the Chairman of
the Board of Directers or By requast of any Zive (%) members
of the Sharp Community Board, The call for a Special meeting
shall be in writing, shall fix the date of the meeting (which
ghall be not less than fourteen (14] days nor more than
ERiTty (3C] days after the call), the Place of the neeting
(which ghali be within the City of san D?ago), and the time
cf the meeting, ang shall state the Purpose for waich the
meeting is to be held.

Section 4. Quoxem. a majority of the number of
Parsons then sarving on the Sharp Community Beard shall
constitute a querum for the transaction of business, ang the
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act of a majority of such parsons present at any meeting at
Which there is a Quorum shall be the act of the Sharp
Commurity Board. .

Section s, Elggg_gj~nggting. Meetings of the Sharp
Community Board shall be held at such Piace within the
'CQunty of San Diego ag Ray be designated from time to time by

resolution of the Beard of Directors.

ARTICLE VIT
BQAEQJEE_EIEEQEQaﬁ

Section 1, Bowers. The PBoarg ©f Directors is the
governing body of the corporation and is the “koare of
directors” as that term is described in Section 5210 of the
California Nonprorit Corporation Law. The adminigtrative
powers of the Carporation shall be vested in the Board of
Directors, which shall have chargs, control and management of
the property, assets ang funds of the Corporation: and shall
have tha power an§ authority to do and perform all acts ang
functions not ‘inconsistent with these bylaws or witn the
articles or incorporation of this corporation. The Board of
Directors may, from time to time, delegate certain of itg
hanagenant powers to comnittees of the Board of Diractors or
o one (1) or hore of its officers. However, ultimate |
Tesponsibility shall pe vested in the Board or Directors.

The boards of a1l Gorporatiens of whiech San Diego Hospital

- 9 =
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In addition to isg other powers and
duties, the Board of Directors shall elect the Ccfficers of
the Association annually, It gphall be the gole member of
subsidiary corporations, ag such, it shall elact the members_
of all subsidiary boards of directors. Nominations for
subsidiary boards shall be made irn accordance with the
Praocess specified in the bylaws cf the respective subsidiary

corporations.

Sectioen 2. Membersghipy. The initial members of the

Committee of the Board of pirecrtors ©f the Association at the
time these bylaw amendments are adopted. The Board of
Directors ghal: consist of no more than twelve (12) persons,
including 8X 9fficio with vota the chiefs cf staff or Sharp
Memorial Hospital, Sharp Cabrille Hospital ang Coemmunity
Hospital of Chula vigta. The directors shall be slacted by

represent the medical ang lay leaders of the Association ang
its subsidiaries, In electing directors of the Association,

the Sharp Community Board s8hall he carrying out the function

- 10 -
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described in Section S5220¢(d4) of the California Nonprofi+

Corporation Law.

Section 3, Ig;;_;ng_sgggzigg. The initial members

©f the Board of Directors (elected a8 distinguished from 8x
efficio) shall all pe deened to be serving an injitial three
(3) year term commencing on their election to the
Association’s Executive Committee in March 1988. The terms
of initial members who are serving ax officio shall be
commensurate with their terms of office., No elected direétcr
may serve more than three (3) consecutive thrae (3) year
terms on the Board of Directors. after an absence orf at
least cne (1) yYear, however, a person may be elected again
for as many as three (3) consecutive terms of three (3) years
each. The initial Bearg of Directors shall adept a
pProcedure, notwithetanding their above qualification to
sarve, to deal with appropriate rotation of Board members to
ensure an orderly rotatien and continuity of governance.

Section 4. g;g;g;lgn_;g_gggggign. There shall be
excluded from the restrictions on consecutive tarms set forth
in the preceding Section 3, tha.Chairman of the Boaxrd and the
President of the Gorporation, whe shall be eligible to
continve to serve on the Board af Directeors so long as they
continue to be elected to their Tespective offices.

Sectien 5. mﬁm_eumm“u! Not
mors than fortyenine (49) percent of the pPersons sarving on

=1l -
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the Board of Directors at any time may be intersgtes parsons
8s that term is defineg in Section 5227 of the Californ:a
Nonprofit Corporation Law.

Section s, %
Vacancies in the Board of pirectorsg before the expiration of
term of office shall be filled by the Board of Directors.
Directors so electad ghall complete the unexpired tarmm. No
reduction of the authorized number of directors shall have
the effect of removing.any director before that director’s
tern of office expires.

Section 7. y b =) i sor
Mambership. a13 directors must be members of the Sharp
Community Board at the time of their election'and shall
retain membership on the Sharp Community Board for the
duration of their term on the Board of Directors,
notwithstanding any other provision of these bylaws. Not
less than saventy-five (73) percert of the rembership of the
Board of Directors shall be residents of san Diego County,
At least two (2) members or the Board of Directors, including
the Chief of sﬁatf of Community Hospital of cChula Vista who
8ervas ey Qfficio, shall be members of the board of directors
of Community Hospital of chula Vista, Withiﬁ these
quali:ications, any adult person whe shall have demonstrateg
his intarest ip the goals and objectives of san Diego
Hospital Association and who is willing to devote time ang

- 12 -
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personal expertise of use to the Association in the
development of itg Pelicies shall be eligikle to serve on the
Board of Directors.

Section 8. ggmngnggg;gndg;_gizgg;gzi‘ Ne director
shall receive any salary or other compensation for hig
service as such director, but he may bhe reimbursed forihis
reascnable expensesg incurred in suex Barvice. Hovever, any

director may be compensated as an officer or enployee of the

Association.

7T S ™

Directors Ray £ix by resolution. No notica need be given of
the annual meeting. At itg &nnual meeting, the Board of

Directors shalil elect the officers oL the Association for one
(1) year terms ana shall transact such other business ag may
be necessary or appropriate. The election of members of ’
subsidiary boards by the Board of Directors as sola nember of
the subsidiary Corporations shall take Place at this time and

shall follow the Procedure set forth in the subsidiary
corporation bylaws.

- 13 =
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Section 2, aggglsg;x;gsingg. Regulaxr meetings of

Tuesday of aach month except December when the meeting shall
be on the second (2nd) Tuesday. The Board Deetings on the
feurth (4th) Tuesday or February, May, August and Novenber
May be held either pefora or after the Deeting of the Sharp
Community Board, The Board of Directorsg may fix such other
regular times for its neetings as it may deen appropriata.
NOo notice need be given of ary regular meeting of ﬁhe Board
of Directors.

Section 3, ﬁnggl;;_ﬁgg&ingﬁ. Special meetings or
the Board or Directors may be called by the cChairman of the
Board or by any five (s5) mexbers of the Board. special
neetings so called shall be nreld not less than two (2) or
more than thirty (ac) days following such call. Written
nNotice of gpecial meetings, however called, ghall pe mailed
to sach nemker of the Board at least two (2) days before tne
date of auch special meeting, This notice snalil gtate tha
business for the transaction of which tne 8pecial meeting hag
been called. Where the urgency of the business ﬁakas this
notice impractical, the Board may proceed under Sections g,
10 or 11 of thnig Article VIII.

Section 4. Agiguzgg§~xg3;;ngg. A quorum of the
directors may adjourn any Beard meeting to meet again at a
8tated day ang hour; Provided, that in the aksance of a

® ld =
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querum, a majerity of the directors pregent at any Board
meating, either regular Or special, may adjourn from time to
time, until the time fixed for the next regular Neeting of
the Board. TIf the meating is adjourned for moere than twenty-
four (24) hours, notice of adjournment must be given prior to
the time of the adjourned meeting to directors who were not
Present at the time gof adjournmaent. 7T¢ the meeting is
adjourned for no mere than twenty-four (24) hours, no notice
©f the time orlﬁlaca Or purpocse of holding an adjourned
meeting need be given to any absent director i the time and
Place is fixeqd at the adjourned zeeting.

Section s, Quorum, A majority of the number of
directors 8erving pursuant te Article VIZ, Section.ﬁ above
shall constitute a uorunm for the transaction of business,
and the act of a majority of the directors PTesent at any
meeting at which there is a quorun shall be the act of the
Board of Directors,

Section s, Attandance. Membars of the Board of
Directors shall strive to attend all meetings of the Board,
Illness shall pe regarded as a valig é@Xcuse as shall abeence
from the City when the Chairman of fhe Board shall have been
notified in advance. The Board o©f Directoprs may congider
other excusaes at itg discretion.

Section 7. nggg_g;_aggging. Meetings of the
Board of Directors shall be held at 8uch place as nay be

MCCLEL.AN 1€
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designated from time to time by resolution Of the Board of
Directors.

Saction 8§, + A 4 + The transactiong
of any mesting of tne Board of Directors howevar called and
noticed or wherever held, shall pe 28 valid as though the

Meating had been duly helg atter regular call ang notice, :if

waiver or nectice or a congent to holding guch meeting, or an
approval of the minutes thereor. All such waivers, consents
er approvals shall be filed with the Corporate records or
made a part of the rinutes of the meeting,

Section s. 2&moval. Members ©f the Board of

Section 5222 of the California Nenprorit Corporation rLaw.

Section 19, mli&hm_mmg Any action

Yequired or permitted o pe taken by the Board of Dir?ctors

may be taken without a meeting if all members ©f the Boarg

effect as a unanimous vete ©f the Beard ang ahall be fileg
with the minutes of the Proceedings of the Board.

= 16 =
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Section 11. Iglggggng_uggslngs. Members af the

Board of Directors may participate in a meeting through use
©f conference telephone or similar communications equipmant,
80 long as all menbers participating in suen Beeting can hear

One ancther,

Section 1. %

and Igzmg_g;_ggzigg. The officers ef the Association shall

be a Chairman of the Board, a President, a Vice Chairman, a
Secretary, a Treasurer (collectively the “named Officers~),
and such other officers ag shall he appointed in accordancs
with the provisions of Section 2 of tnis Article Ix. only
the named officers Need be directors, The named officers
shall be_elected by the Board of Directors at =he annual
meetinrg of the Board, and each shall hold ang continue in
office until resignaﬁion, removal or disqualification to
ferve, or until a Successor shall be elected.

Section 2, g;ngx_gﬁg;ggzg‘ Either the Board of
Directors or the 'Chairman of the Board may, in their or his
discretien, appoint one (1) or more aggistant secretarias,
one (1) or more assistant treasurers ang Such cther cfficers,
agents, and employees ag they or he nay deen Necessary or

advisadble, each ©f whom ghall have such Powers ang authority,
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Prascribad by these bylaws, or ag the Chairman ©f the Board
OT the Board of Directors May from time to time direct or
deternine. Subject to the foregoing Provisicnes of thig

secticn, any assistant Secretary or asgistant treasurer may

Tespectively.

Section 3, o Reg: + Any officer
may be removed, either with or without cause, by a majority
of the directors at the time in ©ffice, at any regular cr
Special meeting of the Board of Dircctors, Or, except in the
case of an officer chosen hy the Board of Directors, by an
officer upon whom such power of removal shall nave been
conferred by a majority of the directors acting at a regular
Or special meeting of the Boaxrd of Directors.

Any officer may resign at any time by
giving written notice o the Board of Directors or to the
Chairman of the Boarad. Any such resignation shall take
effect at the date of the receipt of such notice or at any
later time Specified therein, Unless otharwise specified
therein, the acceptance of 8UCh resignation shall net bhe
necessary to make it affective,

Section 4. Yacancieg. a vacancy in any office
Lecausa of death, resignation, remnoval, or any other cause

shall pe filled ip the manner Provided in these bylaws feor
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Tegular appointments to such office, e@Xcept that ig such
vacaney occurs in the offlce of Chairman ©f the Board,
President, Vice Chairman, Secretary or Treasurer, the
Successor may he chosen at any regqular or special meeting of
the Board of Directors,

Section s, gngixmgn_gjL;ng_ggggg. The Chairman of

the Board shai} Preside, if Present, at aj} meetings of the

Board. He shall be an 8X officio member of al)l standing
Committees with £ull voeting rights, and shall have the

general powers and duties usvally vested in the office of the

Seaction ¢, Erasident. The President is the Chief
Executive Officer of the Corporation and has, subject only to
the policy control of the Boarg ¢f Diractors, full
responsibility_for Supervision, direction and control of the
business ang affairs of +he corporation and alj of its
employees. The President hag the general poyers and duties
©f management Usually vested inm the office of pPresident ang
chief executive officer of a corporation and guch other
Pcwers and duties ag may be prescribed by the Board ot

Directors. mThe President shail: ke autherizeq %o rarticipate
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in the deliberations of all committees of the Corporation,
@xcept the audit committee.

Section 7, yiggggggigmgn. In the absencse ef the
Chairman of the Board, the Vice Chairman shall Perform al}
the duties of the Chairman, ang when sc acting skal; have all
the powers ef, and be Subject to all the restrictions upon
the Chairman. The Vice Chairman shall have such other powers

and pexrform such other duties as from time to time may be

Section s. decretarv. The Secretary shall Keep or
cause to be kept a book of the minutes, at the principal

o2fice of the Corporation or such other place as the Board of
Dixsctors hay order, cf all neetings of directors, witn the
time and place of their helding, whether requlayr Qr special,
and if special, how authorized, the notice thereor given ang
the names of those present at Board Reetings.

The Secretary shall give or cause to be
given, notice ©f 2ll the meatinga of the Sharp Board or
Directors reguired by tne bylaws or by law to be given, shall
keep the,aeal of the corporation in safe custody, ang shall
have such other Powers and perfarm 8uch other dutieg as may
be prescribed by the Sharp Board of Directors oxr the bylaws.

Sectien 9. Ireasurer. The Treasurer ghall be the

shief financial efficer of the Association and shall cause to

= 20 -
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be kapt ang maintained adeqguate and Correct accounts of the

Properties and business transactions of the Asscciation,

ARTICLE X
- 3

Section 1. Sommittaang. Committees of the Sharp
Board of Directors shal} be standing or spaecial, Standing
commitiees shall include an axecutive committee, an audit
committee, and a noeminating and bylaws committee. There
shall also be éuch other standing ang special committees as
the Sharp Board of Diractors may authorize. a1l standing
committees shall Reet at leage annually. a1l comnittees,

whether standing or Spacial, shall keap written records of

annually or more frequently as specified herain or directed
by the Boarg. The procedural Provisions of Sectiong 3, 4, =,
6, 7, 8, 10 and 1l of Article VIIZ shall apply to all
committees of the Board. Every committee shall have
aPPropriate physician and non-physician represantation in
accordance with the Purposes of the committee. Specia]
committees need not consist entirely of directors. Non-boargd
coﬁmittee members shall be chosen for their demonestrated
interest in san Diego Hegpital Association ang for their
willingness to devote their time ang Personal expertise to

the Assocciation in the furtherance of itg goals.

- 21 -



VT UTYl 0 THU4PM 0 CORPORA™S OFFICES~ GARR, MCC.EL.AN: 823

EARE AL IA G TV TS L BNV Y .

Section 2, mhe = iv - The exacutive
committee ghall consist of the Chairman of thae Board, the
President, the Vice Chairman, the Secretary, and the

Treasurer of san Diego Hoapital Association,

be delegateq Pursuant to Sectiop 5212(c) of the California
Nonprofit Corporation Law, the Board of Directors may
delegate o the axecutive committee any of the power and
authority of the board in the Management of the business ana
the affairs of the Association.

Meetings of the 8Xecutive committee
shail be held on call of the Chairman of the Boarqd.

Section 3. i \J
The Boari gg Directors may act as its own neminating
committee or may appoint a honminating Committee to make
appropriate nominatiens. In either case the committee shall
Brovide nominations for the sharp Community Board, the Boars
of Dir;ctcrs, the officers of the Associatien, and, in
accordance with the Process specified in the bylaws of the
respective subsidiary Corporaticns, the directors or truatees
of Subsidiary boards,

Sectien 4, Agggnggmmugxgg. The audit committeq
shall act as the audit committee for the Association ang all
3t its Subsidiaries the Association as the Board of Directors
shall Qesignate. 1s shall act ag the agent of the Board of
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Directors. 1t shall raview the annual financia} reports
Prepared by the Corporation’s outside auditorsg and shall
report to the 8PPICpriate boards directly concerning its
findings. =z shall alsoe meet with both internal ang cutside
auditors from time to time and perform all other audit review
functions which it deenms appropriate to ingure accurate and
Complate reporting of the financial condition of tne
Corporation and its subsidiaries ang affiliates to the
appropriate boards of diractors.

Sectien s, sgggigl_ggmmizzggg. The Board of
Diractors may have special committees for 8uch special
Purposes as Circumstances warrant,

Section s, Agnggn;mgn;_g:_ggmmi;;g.g. All
comnittees ang committee chairmen shall be appointed by <he
Chairman of the Board and confirmed by the Board of
Directors. Comnittee members and chairmen shall continue to
sarve until replaced by the Chairman of the Board and the
Board or Directors, °r, in the case of directors, upci: thedir
terms as direétors eXpire, whichever occurs first,

Section 7, :hgmanxiggzz_gggngil. There shal: pe
an Advisory Council made 4P ¢f such persong 28 the Board of
Directors may cecnsider appropriate to advise énd assist the
President ang the Becard of Jirecters in furtherance of the
overal) policies and objectives of the Association and its
subsidiaries, @specially in the area of community relations,
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medical stare, including gtare Privilegeas and

medical stars decisicng,

appeal of all

are delegated to the Boards of
Trustees of the hospitals, a13 such

; in their bylaws,

Sectiocn 2, w‘-@-ﬂ.ﬁlﬂ%
|

' Evaluation. The evaluation of medica) care and the quality

matters to be set forth

i ©f service shall be the Primary functien of the boards of

| trustees of the Association’s hospital subsidiaries. other

; functions of the boards of trustees 8hall be as outlined in

the respective hospital subsidiary’g bylaws.

pPresent,

I, the undersigned, do hereby Certify:

1. That I am the duly elected angd acting secretary

of San Diego Hospital Association,

benefit Corporation; ana

& California public
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2. That the foregoing Bylaws, comprised of twenty-
six (26) bages, including the signature Page, constitute the
Bylaws of gaig corporation as duly adopted at the Board o
Oirectors meatihg duly held on February 27, 1990, The Bylaws
have not heen anended or medified since February 27, 1990,

IN WITNESS WHEREZOF, I have hereunto subseribeg my
name and affixed the seal of the Corporation this éizftday of

/
\|!

Mare Sandstron, Secretary

., 1890,
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RESOLUTIONS OF THE BOARD OF DIRECTORS
OF

8AN DIEGO HOSPITAL ASSOCIATION

RESOLVED, that Article V, Section 2b of the Bylaws of this
Corporation shall be amended in its entirety to read as follows:

"The Sharp Community Board shall consist of
not less than thirty (30) nor more than fifty
(50) elected members until changed by
amendment of these Bylaws duly adopted b this

corporation's Board of Directors. The exact
number of directors shall be fixed, within the

limits specified, by a resolution duly adopted
by the Board of Directors of this corporation.
All elected members shall be elected for three
(3) year terms. In addition there shall be
six (6) ex officio members with full voting
rights; namely, the Chief of Staff of Sharp
Memorial Hospital, the Chief of Staff of Sharp
Cabrillo Hospital, the cChief of Staff of
Community Hospital of Chula Vista, the cChief
of Staff of Sharp Healthcare Murrieta, the
Chairman of the Board of Children's Hospital
and Health Center, and the cChairman of the
Sharp Hospitals Foundation. The Board of
Directors may designate additional ex officio
members from time to time as it deems
appropriate."

RESOLVED FURTHER, that the first paragraph of Article X,
Section 2 shall be amended in its entirety as follows:

"Section 2. The Executive Committee. The
Executive Committee shall consist of the
Chairman of the Board and the President of the
Corporation, and six (6) other members of the
Board of Directors of the Corporation as

selected by the Board of Directors."

Adopted May 16, 1991



RESOLUTIONS OF THE BOARD OF DIRECTORS
OF

8AN DIEGO HOSPITAL ASSOCIATION

RESOLVED, that the fourth sentence of Article V, Section 2b of
the Bylaws of this Corporation shall be amended in its entirety to
read as follows:

"In addition there shall be eight (8) ex
officio members with full voting rights;
namely, the Chief of Staff of Sharp Memorial
Hospital, the Chief of Staff of Sharp Cabrillo
Hospital, the Chief of Staff of Community

Hospital of Chula Vista, the Chief of staff of

Grossmont Hospital, the Chief of Staff-Flect
of Grossmont Hospital, the Chief of Staff of
Sharp Healthcare Murrieta, the Chairman of the
Board of Children's Hospital and Health
Center, and the Chairman of the Sharp
Hospitals Foundation."

RESOLVED FURTHER, that the following two sentences shall be
added to the end of Article V, Section 3 of the Bylaws of this
Corporation:

"The Sharp Community Board shall also include
at least two (2) members who, at the time of
their election, were District Approved
Directors, as such term is defined in the
Grossmont Hospital Corporation Bylaws."

RESOLVED FURTHER, that the second sentence of Article VII,
Section 2 of the Bylaws of this Corporation shall be amended in its
entirety to read as follows:

"The Board of Directors shall consist of no
more than fourteen (14) persons, including ex
officio with vote, the chiefs of staff of
Sharp Memorial Hospital, Sharp Cabrillo
Hospital, Community Hospital of Chula Vista

and Grossmont Hospital."

RESOLVED FURTHER, that Article VII, Section 7 of the Bylaws of
this Corporation shall be amended to include the following new
sentence immediately following the third sentence of that section:

"At least one member of the Board of Directors
shall be, at the time of election, a District
Approved Director, as such term is defined in
the Grossmont Hospital Corporation Bylaws."



RESOLVED FURTHER, that the following sentence shall be added
to the end of Article X, Section 3 of the Bylaws of this
Corporation:

"At least two (2) members of the Nominating
and Bylaws Committee shall be members of the
Board of Directors of Grossmont Hospital
Corporation, with one of such Directors at the
time of appointment being a District Approved
Director, as such term is defined in the
Grossmont Hospital Corporation Bylaws."

RESOLVED FURTHER, that the following sentence shall be added
to the end of Article X, Section § of the Bylaws of this
Corporation:

"If the Board of Directors has a Finance
Committee, at least one member of the Finance
Committee shall be, at the time of
appointment, a District Approved Director, as
such term is defined in the Grossmont Hospital
Corporation Bylaws."

RESOLVED FURTHER, that the foregoing resolutions shall become

effective only upon the consummation of the affiliation between
Grossmont Hospital District and this Corporation.

Adopted May 28, 1991






EXHIBIT 7.3.2
AFFILTATION AGREEMENT

BYLAWS OF
GROSSMONT HOSPITAL CORPORATION

A California Nonprofit Public Benefit Corporation

ARTICLE I
NAME

The name of this corporation shall be Grossmont Hospital
Corporation, a California nonprofit public benefit corporation.

ARTICLE II
PRINCIPAL OFFICE
The principal office for the transaction of the business of
the corporation shall be located at Grossmont Hospital, 5555
Grossmont Center Drive, La Mesa, California.
ARTICLE III
SEAL
The corporation shall have a seal bearing the inscription
"Grossmont Hospital Corporation, a California nonprofit public
benefit corporation, Incorporated January 2, 1991%.
ARTICLE IV
MEMBERSHIP

1. Sole Member.

a. The sole member of the corporation is San Diego
Hospital Association, a cCalifornia nonprofit public benefit
corporation (hereinafter "SDHA").

b. SDHA shall exercise its voting rights as the sole
member of the corporation through SDHA's Board of Directors
(hereinafter the "SDHA Board"). These voting rights shall include
the right to vote (i) for the election of directors of the
corporation, (ii) on a disposition of substantially all of the
assets of the corporation, (iii) on a merger of the corporation and
(iv) on a dissolution of the corporation. Additionally, SDHA
through the SDHA Board shall have all of the rights afforded
members under the California Nonprofit Corporation Law. Nothing



Provided herein, however, shall constitute any members of SDHA as
members of this corporation.

c. The corporation shall not have the power to issue
any other memberships.

2. Meetings of the Sole Member of Grossmont Hospital
Corporation.

a. The annual meeting of the sole member of Grossmont
Hospital Corporation shall be held at a time and place within San
Diego County to be determined from time to time by the sole member.
Special meetings of the sole member may be held at the call of the
sole member, the Grossmont Hospital Corporation Board, or the
President of this corporation.

b. Notice of annual meetings or special meetings of the
sole member shall be given by mail to the sole member. Such
written notice shall be mailed not less than ten (10) days in
advance of the date of the meeting, and in the case of a special
meeting shall state the purpose for which it is called. The notice
of any meeting at which directors are to be elected shall include
the names of all those persons who are nominees at the time the
notice is given. Notwithstanding the foregoing, the sole member
may waive notice, consent to the holding or approve the minutes of
any annual or special member meeting in accordance with Section
5511(e) of the California Nonprofit Corporation Law.

3. Quorum. A quorum of the SDHA Board shall constitute a
quorum at any member meeting of this corporation. If a quorum is
present the affirmative vote of the majority of those present at
the meeting, entitled to vote and voting on any matter shall be the
act of the member, unless the vote of a greater number is required
by law, by the Articles, or by these Bylaws, except that those
present at a duly called or held member meeting at which a quorum
is present may continue to do business until adjournment,
notwithstanding the withdrawal of enough persons to leave less than
a quorum, if any action taken (other than adjournment) is approved
by at least a majority of those persons required to constitute a
quorum.

4. Iransfer of Membership. Membership may be transferred to

another person or corporation meeting the qualifications of the
transferring. member as authorized by the Board of Directors of the
transferring member.

5. Distributions to Member. This corporation shall not make

any contributions or donations to the member, and shall not make
any distributions of any gains, profits or dividends to the member.
The foregoing shall not prohibit this corporation from making
payments to the member for repayment of indebtedness or services
rendered or other payments made in the ordinary course of business.
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This corporation shall not make any other contributions or
donations to any other person or entity unless they are primarily
fcr the benefit of this corporation, Grossmont Hospital District,
or the communities served by Grossmont Hospital District.

ARTICLE V

BOARD OF DIRECTORS

1. Powers of the Board. The governing board of the

corporation shall be known as the Board of Directors. The
administrative powers of the corporation shall be vested in the
Board of Directors, which shall have charge, control and management
of the property, assets and funds of the corporation; shall fill
vacancies among members of the Board for unexpired terms as
provided in Section 4 of this Article V; and shall have the power
and authority to do and perform all acts and functions not
inconsistent with these Bylaws or with the Articles of
Incorporation of this corporation.

2. Election of the Board.

a. The number of Directors shall be fifteen (15).
Thirteen members of the Board of Directors shall be elected at the
annual meeting of the sole member and shall hold office until their
Successors are elected and qualified or their term expires, subject
to death, resignation or removal as provided in these bylaws. One
member of the Board of Directors shall be a member of the Grossmont
Hospital Medical Staff designated by the Grossmont Hospital Medical
Staff Executive Committee. The Immediate Past Chief of the Medical
Staff shall be an ex-officio, voting member of the Board of
Directors.

b. The initial members of the Board of Directors shall
be residents of Grossmont Hospital District and their election
shall be subject to the approval of the Board of Directors of
Grossmont Hospital District. Thereafter:

(i) Five (5) of such directors (the "District
Approved Directors") shall be registered voters in the Grossmont
Hospital District and shall be subject to the approval of the
Board of Directors of Grossmont Hospital District at the time of
appointment. The Grossmont Hospital District Board's approval of
any such director shall not be unreasonably withheld. If the
Grossmont Hospital District Board reasonably rejects any of the
five directors so elected by the sole member, the sole member shall
elect another director who shall also be subject to the approval of
the Grossmont Hospital District Board, which approval shall not be
unreasonably withheld.

(ii) Five (5) of the other Directors, excluding the
ex-officio member and the member designated by the Medical

3



Executive Committee, shall be registered voters in Grossmont
Hospital District.

c. The terms of the directors, other than the ex-
officio director, shall be three (3) years each; except that the

Year. The terms of the five District Approved Directors shall be
staggered so that the terms of no more than 2 of such directors
expire in any one vyear. Nothing herein shall prohibit the
reelection of a director for additional or successive terms of
office; provided, however, that no director, other than ex officio
directors, shall serve more than nine (9) consecutive yYears on the
Board of Directors. A director who has served the maximum number
of consecutive years may be re-elected to the Board of Directors
one year or more after his or her prior term expired. During such
period in which the former director is not serving, he or she may
serve on committees or in other capacities and such service shall
not prohibit such person from being re-elected to the Board of
Directors one year after his or her prior term as a director
expired.

d. At each annual member meeting, a number of directors
shall be elected by the sole member equal to the number of
directors whose terms shall have expired at the time of such
meeting.

3. Restriction on Interested Parties. Not more than
forty-nine (49) percent of the persons serving on the Board of
Directors at any time may be interested persons as that term is
defined in Section 5227 of the California Nonprofit Corporation
Law.

4. Vacancies on the Board of Directors. All vacancies on
the Board of Directors, excluding the ex-officio member and the
member designated by the Medical Executive Committee, may be filled
by a majority of the remaining directors then in office, whether or
not less than a quorum, with the approval of the member and with
the approval of the Board of Directors of Grossmont Hospital
District in the case of District Approved Directors vacancies,
which approval shall not be unreasonably withheld. No directors'
resignation will be effective if, as a result of such resignation,
the Board of Directors would be left without a duly elected
director or directors in charge of corporate affairs. No reduction
of the authorized number of directors shall have the effect of
removing any director before that director's term of office
expires. Each director so appointed to fill a vacancy shall hold
office thereafter for the remainder of the unexpired term of his
predecessor and until the election and qualification of his
successor.



5. Compensation of Directors. Until May 1, 1996, Directors

shall each be paid a monthly fee of $500. Thereafter, no director
shall receive any fee for his service as such director, but he may
be reimbursed for his reasonable expenses incurred in such service.

6. Indemnification of Directors and Officers. The
corporation shall indemnify all of its officers, directors and
other agents against all liabilities and costs of defense incurred
by such person in the exercise of his or her duties with respect to
this corporation except in those cases where such indemnification
cannot be provided under Section 5238 of the California Nonprofit
Corporation Law.

ARTICLE VI
MEETINGS8 OF THE BOARD OF DIRECTORS

1. Annual Meeting. At the first meeting following the
annual meeting of the sole member, the Board of Directors shall
elect officers and shall transact such other business as may be
necessary or appropriate.

2. Regular Meetings. Regular meetings of the Board of
Directors shall be held without call at such times as the Board of
Directors may from time to time specify by resolution. No notice
need be given of any regular meeting of the Board of Directors.

3. Special Meetings. Special meetings of the Board of
Directors may be called by the President of the corporation and
shall also be called within fourteen (14) days of the receipt by
the President of a written request signed by any two (2) members of
the Board of Directors. Written notice of special meetings shall
be mailed to each member of the Board of Directors at least five
(5) days before the date of such special meeting. This notice
shall state the business for the transaction of which the special
meeting has been called.

4. Adjourned Meetings. A quorum of the directors may
adjourn any Board meeting to meet again at a stated day and hour;

provided, that in the absence of a quorum, a majority of the
directors present at any Board meeting, either regular or special,
may adjourn from time to time, until the time fixed for the next
regular meeting of the Board. If the meeting is adjourned for more
than twenty-four (24) hours, notice of adjournment must be given
prior to the time of the adjourned meeting to directors who were
not present at the time of adjournment. If the meeting is
adjourned for no more than twenty-four (24) hours, no notice of the
time or place or purpose of holding an adjourned meeting need be
given to any absent director if the time and place is fixed at the
adjourned meeting.



5. Quorum. A majority of the authorized number of directors
then holding office shall be necessary and sufficient to constitute
a quorum for the transaction of business. The act of a majority of
the directors present at any meeting at which there is a quorum
shall be the act of the Board of Directors, except as otherwise
Provided in the Bylaws. If a quorum is otherwise present at a
meeting, directors not attending may participate by telephone.

6. Attendance. Members of the Board of Directors shall
strive to attend all meetings of the Board. Illness and absence
from the city shall be regarded as valid excuses when the President
or his designee shall have been notified in advance. The Board of
Directors may consider other excuses at its discretion The Chief
of Staff and the Chief of Staff-Elect of the Grossmont Hospital
Medical staff shall be invited to attend all open meetings of the
Board of Directors and, as appropriate, closed meetings of the
Board of Directors.

7. Place of Meeting. Meetings of the Board of Directors
shall be held at such place within San Diego County as may be
designated in the notice of meeting or as may, from time to time,
be set by resolution of the Board of Directors.

8. Consent to Meetings. The transactions of any meeting of
the Board of Directors, however called and noticed or wherever
held, shall be as valid as though it had been a meeting duly held
after regular call and notice, if a quorum is present and if,
either before or after the meeting, each of the directors not
present signs a written waiver of notice or a consent to holding
such meeting, or an approval of the minutes thereof. All such
waivers, consents or approvals shall be filed with the corporate
records or made a part of the minutes of the meeting.

9. Removal. Directors of this Corporation may be removed in
accordance with the provisions of Sections 5221, 5222 and 5223 of
the California Nonprofit Corporation Law; provided, however,
District Approved Directors may not be removed under Section 5222
without the written consent of the Board of Directors of Grossmont
Hospital District, and the ex-officio Director and the Director
designated by the Medical Executive Committee may not be removed
under Section 5222 without the written consent of the Grossmont
Hospital Medical Staff Executive Committee.

10. Action Without Meeting. Any action required or permitted

to be taken by the Board under the provisions of the cCalifornia
Corporations Code, the Articles of Incorporation, or these Bylaws
may be taken without a meeting, if all members of the Board shall
individually or collectively consent in writing to such action.
Such written consent or consents shall be filed with the minutes of
the proceedings of the Board. Such action by written consent shall
have the same force and effect as unanimous vote of such directors.
A certificate or other document filed on behalf of the Corporation
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relating to any action taken by the Board without a meeting shall
state that the action was taken by unanimous written consent of the
Board without a meeting and that the bylaws of this Corporation
authorized its directors to so act.

11. Open and Closed Meetings. Although this corporation is

not subject to any open or public meeting requirements by law or
otherwise, any regqgular or special meeting of the Board shall be
open to the public during the conduct of all business except for
the Board's consideration of any of the following matters:

a. Matters which pursuant to the Ralph M. Brown Act
(California Government Code Sections 54950, et seq.), the Local
Hospital District Law (Div. 23 of the California Health & Safety
Code), or applicable case law may be conducted in closed session.

b. Any Agreements, contracts, business and marketing
strategies, financial information, and any other competitive and
strategic information, disclosure or discussion of which in an open
and public meeting would in the opinion of the Board harm or
potentially harm the corporation's ability to compete successfully.

At the conclusion of the open and public portion of each
regular or special meeting, the meeting shall be closed to the
public and the Board shall meet in closed session to discuss
matters covered under subparagraphs (a) or (b) of this Section.

ARTICLE VII
OFFICERS

1. Designation ualification Selection and Terms of
Office. The officers of the corporation shall be a Chairman of the
Board, a Vice-Chairman, a President, a Chief Executive Officer, a
Secretary, a Treasurer, and such other officers as shall be
appointed in accordance with the provisions of Section 2 of this
Article VII. The Chairman, Vice-Chairman, Secretary, and Treasurer
shall be elected by the Board of Directors from its membership at
its annual meeting, and each shall hold and continue in office
until he shall resign or shall be removed or otherwise become
disqualified to serve, or until his successor shall be elected.
The other officers shall be selected as provided herein.

2. Other oOfficers. The Board of Directors may, in its
discretion, appoint one or more vice presidents, assistant
secretaries, one or more assistant treasurers and such other
officers, agents, and employees as it may deem necessary or
advisable, each of whom shall hold office for the period, have such
powers and authority, and shall perform such duties as are or may
be conferred or prescribed by these bylaws, or as the Board of
Directors may from time to time direct or determine. The Board may
delegate to any officer the power to appoint and to prescribe the

7



authority and duties of any officer, agent or employee. Any
assistant secretary or assistant treasurer may exercise any of the
powers of the secretary or the treasurer, respectively.

3. Removal and Resignation. Any officer, other than the

President and the Chief Executive Officer, may be removed, either
with or without cause, by a majority of the directors at the time
in office, at any regular or special meeting of the Board of
Directors, or except in case of an officer chosen by the Board, by
an officer wupon whom such power of removal shall have been
conferred by a majority of the directors acting at a regular or
special meeting thereof.

Any officer may resign at any time by giving written
notice to the Board of Directors or to the President of the
corporation. Any such resignation shall take effect at the date of
the receipt of such notice or at any later time specified therein;
and, unless otherwise specified therein, the acceptance of such
resignation shall not be necessary to make it effective.

4, Vacancies. A vacancy in any office because of death,
resignation, removal, or any other cause shall be filled in the
manner provided in these bylaws for regular appointments to such
office, except that if such vacancy occurs in the office of the
Chairman, Vice-Chairman, Vice-President, Secretary or Treasurer,
the successor may be chosen at any regular or special meeting of
the Board of Directors.

5. Chairman of the Board. The Chairman of the Board shall

preside at all meetings of the Board of Directors. He shall be an
ex officio member of all standing committees, and shall have the
general powers and duties usually vested in the office of the
chairman of a board of directors, and shall have such other powers
and duties as may be prescribed by the Board of Directors or the
bylaws.

6. President. The President of SDHA shall be the President
of this corporation and shall have, subject only to the policy
control of the Board of Directors, full responsibility for
supervision, direction and control of the business and affairs of
the corporation and all of its employees. He shall be the Board's
direct executive representative in the management of Grossmont
Hospital Corporation. The President has the general power and duty
of management usually vested in the office of president and such
other powers and duties as may be conferred on him by the board
from time to time. The President shall be authorized to
participate in the deliberations of all committees. The President
may delegate operational management of the institution to a chief
executive officer and others appropriate to carry out the portions
of his responsibilities he chooses to assign to them.




7. Chief Executive Officer.

a. The Chief Executive Officer of this corporation
shall be chosen by the President and shall serve at the pleasure of
the President, subject to the rights, if any, of the Chief
Executive Officer under any contract of employment. The salary and
benefits of the Chief Executive Officer shall be established by the
President from time to time, subject to the rights, if any, of the
Chief Executive Officer under any contract of employment. The
President shall utilize a special committee to assist in the
selection of any new Chief Executive Officer. This special
committee shall be appointed by the Chairman of the Board and shall
consist of four board members, one of whom shall be a member of the
Grossmont Hospital medical staff and one of whom shall be a
District Approved Director. The purpose of this special committee
shall be to review the candidates presented to the committee by the
President and to advise the President regarding the employment of
any of such candidates. The person selected by the President shall
be subject to the approval of the Board of Directors.

b. The President shall not terminate the Chief
Executive Officer without previously consulting with the Board of
Directors.

c. The Chief Executive Officer shall have such duties
as are delegated to him by the President and shall have the general
power and duty of management usually vested in the office of the
Chief Executive Officer, subject to the President's supervision and
control, and such other powers and duties as may be conferred on
him by the President from time to time. The Chief Executive
Officer shall be qualified for his responsibilities through
education and experience.

8. Vice-Chairman. In the absence of the Chairman, the
Vice-Chairman shall perform all the duties of the Chairman, and
when so acting shall have all the powers of and be subject to all
the restrictions upon the Chairman. The Vice-Chairman shall have
such other powers and perform such other duties as from time to
time may be prescribed for him by the Board of Directors or the
bylaws.

9. Secretary. The Secretary shall keep, or cause to be
kept, a book of the minutes, at the principal office of the
corporation or such other Place as the Board of Directors may
order, of all meetings of trustees, with the time and place of
their holding, whether regular or special, and if special, how
authorized, the notice thereof given and the names of those present
at Board meetings.

The Secretary shall give or cause to be given notice of
all the meetings of the Board of Directors required by the bylaws
or by law to be given, and he shall keep the seal of the

9



corporation in safe custody, and shall have such other powers and
perform such other duties as may be prescribed by the Board of
Directors or by the bylaws.

10. Treasurer. The Treasurer shall be the chief financial
officer of the corporation and shall cause to be kept and
maintained adequate and correct accounts of the properties and
business transactions of the corporation.

ARTICLE VIII

BOARD COMMITTEES

1. Creation and Appointment. The Board may create one or

more Board committees, each consisting of not to exceed seven Board
members, and delegate to such committees any of the authority of
the Board except with respect to those powers which cannot be
delegated pursuant to Section 5212(c) of the California Nonprofit
Public Benefit Corporation Law. Appointments to such committees
shall be by a majority vote of the Board members then in office.
The Chairman may appoint one or more directors as alternate members
of any Board committee, who may replace any absent member at any
meeting of the Committee.

2. Meetings and Action. Meetings and actions of Board
committees shall be governed by, held and taken in accordance with
the provisions of Article VI of these Bylaws, concerning meetings
of the Board, with such changes in the context of those provisions
as are necessary to substitute the committee and its members for
the Board and its members, except that the time for reqular
meetings of committees may be determined either by resolution of
the Board or by resolution of the committee. The Board may adopt
rules for the governance of any Board committee not inconsistent
with the provisions of these Bylaws.

3. The Executive Committee. The Executive Committee is a
Board committee composed of five members of the Board, one of whom
shall be the President; provided that, if the President is not a
member of the Board, he shall be an ex officio, non-voting member
of the Executive Committee and the total number of members of the
committee shall be increased to six. At least two members of the
committee shall be District Approved Directors. The Executive
Committee shall report to the next Board meeting all actions taken.
The Chief Executive Officer may attend all meetings of the
Executive Committee.

ARTICLE IX
OTHER COMMITTEES

1. Creation. The Chairman of the Board, subject to
confirmation by the Board, or the Board itself may create other
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committees, either standing or special, to serve the Board but
which do not have the powers of the Board. Not more than seven
Board members shall serve on any committee. At least two members
of each committee shall be District Approved Directors.

2. Standing Committees. The standing committees shall be
as follows, with the following composition and purposes:
a. Finance Commjittee.
(1) Membership. Five Board members, the Chief

Executive Officer and the Chief of Staff.

(2) Purpose. To review on a periodic basis the
financial condition of the corporation and to

review operating and capital budgets of the
corporation.

b. The Nominating Committee. The nominating
committee of SDHA shall be the duly appointed and acting nominating

committee of this corporation. The committee shall nominate all

candidates to be voted upon in electing officers and members of the
Board of Directors.

cC. Human Resources Committee.

(1) Membership. Five board members and the
Chief Executive Officer.

(2) Purpose. To review matters pertaining to
human resource management and employee

relations.
d. Facilities Planning and Development Committee.
(1) Membership. Five Board members, the Chief

Executive Officer and Chief of Staff.

(2) Purpose. To review and make recommendations
to the Board regarding facilities planning.

e. Business Development Committee.

(1) Membership. Five Board members, the Chief
Executive Officer and Chief of Staff.

(2) Purpose. To review, develop and make

recommendations to the Board regarding
business development, strategy and decisions.
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3. Special Committees. Special committees may be

established by the Chairman of the Board with the concurrence of
the Board for special tasks as circumstances warrant.

4. Appointment of Members and Chairmen. Committee members
and committee chairmen shall be appointed by the Chairman of the
Board and confirmed by the Board of Directors. One or more
alternate members of any committee may be appointed, who may
replace any absent member at any meeting of the committee.
Committee members and chairmen shall continue to serve until
replaced by the Chairman of the Board, with the concurrence of the
Board, or until their terms as directors expire, whichever occurs
first.

5. Meetings and Notice. Meetings of a committee may be
called by the cChairman, the President, the chairman of the

committee or a majority of the committee's voting members. Each
committee shall meet as often as is necessary to perform its
duties. Notice of a meeting of a committee may be given at any
time and in any manner reasonably designed to inform the committee
members of the time and place of the meeting.

6. Quorum. A majority of the voting members of a committee
shall constitute a quorum for the transaction of business at any
meeting of the committee. Each committee may keep minutes of its
proceedings and shall report periodically to the Board.

7. Manner of Action. A committee shall take action by
majority vote of a quorum.

8. Vacancies. A vacancy in any committee or any increase
in the membership thereof shall be filled for the unexpired portion
of the term by the Chairman of the board with approval of the
Board.

ARTICLE X
QUALITY OF CARE

The Board of Directors shall establish and maintain
appropriate medical, nursing and administrative staffing to provide
acceptable quality of care in this institution. It shall be a
principal objective of the Board to review and act on reports from
administration and from pPhysicians using the facility on qguality of
care matters.

ARTICLE XI

MEDICAL STAFPF
1. Organization. A medical staff (the "Medical Staff")
shall be organized for Grossmont Hospital (the "Hospital") with
appropriate officers and bylaws. The Medical Staff shall be self
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governing with respect to the professional work performed at the
Hospital. Membership in the Medical Staff shall be a prerequisite
to the exercise of admitting and clinical privileges in the
Hospital, except as otherwise specifically provided in the Medical
Staff bylaws.

2. Bylaws. The Medical Staff shall adopt bylaws, which
shall be effective upon approval of the Board of Directors of the
corporation, which shall not be unreasonably withheld.

3. Medical staf Membershi and Clinical Privileges.
Membership on the Medical Staff shall be restricted to
practitioners who are competent in their respective fields, worthy
in character and in professional ethics, and who are currently
licensed by the State of california. The bylaws of the Medical
Staff may provide for additional qualifications for membership and
privileges as appropriate. Mechanisms have been established to
assess the quality of care provided by members of the Medical
Staff. The Medical Staff executive committee shall make
recommendations to the Board of Directors of the corporation for
its approval pertaining to individual Medical Staff membership and
clinical privileges. The bylaws of the Medical Staff shall
establish a system for selection of Medical Staff chairmen. The
mechanisms for corrective action, termination of membership, and
fair-hearing procedures shall be as set forth in the Medical Staff
bylaws, including appellate review by the Board in accordance with
the Medical staff bylaws.

ARTICLE XII

AUZILIARY ORGANIZATIONS

1. Formation. The Board may authorize the formation of
auxiliary organizations to assist in the fulfillment of the
purposes of the corporation. Each such organization shall

establish its bylaws, rules and regulations, which shall be subject
to Board approval and which shall not be inconsistent with these
bylaws or the policies of the Board.

2. Existing Organizations. The Grossmont Hospital Auxiliary

is an existing auxiliary organization whose purpose is to assist in
the fulfillment of the purposes of the corporation. Its purposes
and bylaws have been approved by the Board.
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ARTICLE XIII

AMENDMENTS

1. Amendments by the Board of Directors. These bylaws may
be amended or repealed and new bylaws adopted by the vote of a
majority of all the directors at any meeting of the Board of
Directors, subject to the approval of SDHA. The foregoing not-
withstanding, any Provision requiring the supermajority vote of the
Board of Directors of this Corporation may not be amended without
the requisite supermajority approval of the Board.

2. Amendments by the Member. These bylaws may be amended
Oor repealed and new bylaws adopted by the member.

3. Name. The name of Grossmont Hospital shall not be

changed without the approval of eleven (11) members of the Board of
Directors.
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CERTIFICATE OF SECRETARY
of
GROSSMONT HOSPITAL CORPORATION

a California Nonprofit Public Benefit Corporation

I hereby certify that I am the duly
Secretary of said corporation and that th
comprising fourteen (14) pages,
corporation as duly adopted by the

elected and acting
e foregoing Bylaws,
constitute the Bylaws of said
Board of Directors thereof.

Secretary
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EXHIBIT 7.5
AFFILIATION AGREEMENT
GROSSMONT HOSPITAL CORPORATION

BOARD OF DIRECTORS AND OFFICERS

Directors Term: Fxpires May

Mogens Bildsoe 1993

Art Butler ‘ 1993

Toni Daley 1993

Michael H. Erne 1992

Stephen J. Horrell 1994

George G. Hurst 1994

Victor E. Jacovoni, M.D. 1994

Adrian Jameson 1992

Rokay Kamyar, M.D. ex-officio
(immediate past chief of staff)

Curtis J. Kelly 1993

LeRoy W. Knutson 1994

Basil Maloney, M.D. 1994

Robert Muscio, E4.D. 1993

Robert C. Pastore 1992

Eleanor Tobin 1992

Qfficers

George G. Hurst Chairman

Stephen J. Horrell Vice Chairman

Peter K. Ellsworth President

Michael H. Erne Chief Executive Officer

LeRoy W. Knutson Secretary

Curtis J. Kelly Treasurer

Michael H. Erne. Assistant Secretary

Steven M. Lash Assistant Secretary

Steven M. Lash Assistant Treasurer



