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I. PARTIES ~’~ 

This


of America, :~g ~ou~ ~e U~t~ States D~t of J~fice; ~e~vood Hospi~s, ~c.; a 

: 
California cot oration (~es~ood), ~d J~es M. Dobb~s, h., ~ ~dual ~obb~s) 

(co]7¢¢tively te "Cres~ood Def~"); Cr~ood Beha~oml HeN~ ~c., a C~o~ 

(. corporation and Relators Ila Swan and Marilou McKenzie (collectively the "Relat~rs"), 

through a~thorized representatives. Hereafter, all individuals a~td entities nm’aed abo~e thei~


shallcoll~ctiv
;ly be referred to as "the Parties". 

Asa~ eatable to this Agreement, the Parties.agree to the following: 

A. Relators are individual residents of the State of California. On Januat3, 22, t997, 

Relators flied ruder seal a Complaint, attached hereto as Attactm~ent 

provisions of ’.he False Cla~r~ Act, 31 U.S.C. §§ 3729, et seq. ~CA), against Crestwood, 

Healthcarc G~ oup, Inc., a Delaware corporation, and Sunrise Healthcare Corporation, a Ne~’. 

Mexico corpc radon, (collectively the ,’Sun Defe~adaats)’), mad Integrated Health Services, I~e., 

Delaware co~ )oration, mad Wes~ Coast Cambridge, Inc., a California corporation, (coHe~ely. 

the "K-ISDefndants!’), in the United States District Court for the Eastern District 6f Califc mia 

Captioned UnJ ted States of America ex tel Marilou McK.enzie and Ila Swma v..Crestwood 

Hospitais, ¯ et al., C1V-S-97-0107 LKK]C_~3H(the "Action"). On November 4, 1998, 

Rciatom filed an Amended Complaint, attached heret~ as Attaelmaent B, ~n~g additi!~al 

allegations re ~arding the facilities owned by Crestwood a~d ~ming D~hbins as a defend~ 
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]unc 1998, the United States declined to intervene £n the Action mid subsequently has not 

any motion to ntec~ene for good cause. In October, 1999, a~d February, 2000, respectivel~, the 

Sun Defenda~ ~ and the K-IS Defendants declared bankruptcy. I 

B. The Crestwood Defendani:s, CBHI and Relators agree that at the time ~e 

Complaint w~ ~ filed, Crestwood owned twenty-three skilled nursing or nursing facilities 

"Facilities") li ~ted h-t Attachment C, eonsistingof 14 conwdescent facilities (the "ConvalesCent 

Facilities") an ! 9 psyel~iatric facilides, some or all of which were operated from time to t~e by 

. the IHS and: m Defendants. Between January 1, 1994 andMareh 31, ~996, the II-IS Defe~adants 

¯ 
managed all, ’the Facilities under a management agreement with Crestwood. Between At~gust 

!, 1996 and/v larch 31, 1997, the Sun Defendants managed the Convalescent Facilities under a 

management ~ greement with Crestwoo& The Facilities are provider~ under the Medicare 

¯ program, admnistered by the Health Care Financing Administra~on, and/or the Medi-Cal ’ 

program. The Crestwood Defendants, CBt:II and Relators agree that on April 1, 1997, 

Crestwood sc ~1 thirteen of the Convalescent Facilities to the Sun Defendants; it retained th~ 

Idylwood fao ity. The Crestwood Defendants, CBHI and Relators further agree that on Iahuary 

1, 1998, CBI-] Crestwoqd’z successor in interest, wa~ formed, and on that date took over be ¯ 

ownership. operation of the psyehiatri~ fadljties, later ~xtuired two additional psychiat~e 

facilities (all olleetively referred to ~ "the Psychiatric FacilitieS"), and, in lanuary, 2000, ~ook 

oYer owne~.~h p and operation of the Idylwood eonvaleacent facility. Dobbins is the Presidlent 

and a sharehc der of Crestwood and CBI-IL 

C. The Crestwood Defendants and CBlq/deny any liability and all allegations.bf 

wrongdoing ~ ad the settIement provided for herein is not and shall not in any way be con~-ued 

2
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o~ de~ed to e an admission or a concession of any fault, liability, fact or amount of dam~.ges, 

O~ ~ ot~cr ~tter whatsoever on the part of Crest~ood, Dobbins or CBI-II. TheCrestwodd 

Defendants cl CBHI are entering into this Agreement solely.to avoid the further expense ,~nd 

of litigation and finally to put to rest all claims as set forth bdlow. 

In order to avoid th~ delay, uncertainty, inconvenience aad expense of protracted 

litigation of :so claims~ the Parties reach a full and final settlement as Set forth below 

IlL TERMS AND CONDITIONS 

NOW TIIP_IIL~ORE, in co~iderafion of the mutual promises, covenants, and 

obligationss, forthbelow, and for good mad valuable consideration as stated herein, the P~ tries 

agree as foLlo, 

inconven~enc~


1. The Settlement Amount. Subject to the provisions of Paragraph 10 below, the


CrestwoodlD~ fendants and CBt~ jointly and severally agree to pay to the United States


$1,206,896.5~ (the Settlement Amount) by electronic funds transfer pursuant to written


instructions t( be provided by the United States, as follows: (a) the Crestwood Defendants and


CBHI shsll p file United States $477,505 within 5 business days after the later of the tim’


execution of s Agreement by tile Parties or the Courfs approval and entry of the Joint


Stipulation an Order of Dismissal in the form attashed as Atta~hraent D (the later ofthesd..two


events being t m Effective Date); (b) the Cms~nod Defendants ~md C/Bill shall pay the LT~ted


States $379,3(. 1.50 oa or before December 15, 2001, with interest commenc~gon June 15


2000, and cot pounding monthly at the rate of five percent per annum; and (C) the Crestwo~ 


Defendants s~ t CBttI shall pay the United States $350,000 in equal quarterly installments ,over a


live (5) year eriod, with simple interest atthe rate of five percent per annum, interest


3
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.~
coramencing,hie 15,2000, and payments commencing within 5 business days o£ the Effeitive 

Date. The pa) 

Standby Lettel 

States by a fin 

Crestwood D~ 

agreeable to t’, 

the settlemeni 

of the Crcstw, 

merits described/n Paragraphs 1Co) and (c) shag be secured by an Irrevocabl~ 

of Credit, or Irrevocable Standby Letters of Credlt, issued i~. favor of the Uflitcd 

racial institution or institutions agreeable to bo~ the United States and ~o th~ 

.rendants and CBHI. In the event Nat such an.arrangement i~ not mutually 1 

e United States and to the Crestwood Defendants and CBHI, this Agreernen~ and 

~hall be null and void and without force or effect, and the Action shall cont~ue. 

Subject in Paragraph in consideration "to the exceptions 4 below, of the obligations 


od Defendants Agreement, upon
and CBHI set fo~d~ inthis and conditioned 


Crestwood D( fcndants payment Amount, ~tatesand CBI{PS in full of the Settlement the United 

hereby rclcas( s Defendants their present parentthe CYestwood andCBHI, past, and future ~


companies, st bsidimies, diwsmus, affiliates, predecessor% successors, limited.and general 

parmersand j, ~int venturers, their present and former partners, principals, members, directo~, 

o~cers~ own~rs or agents, their lessors, and their managers and licensees (including the 

Defendants dl ring the time between January 1, 1994 and March 31, !996, when the 

Defendants mmaged the Convalescent Fa~Rifies under a management agreement with 

Crcst~ood, ~ 

agreement wi~ 

under the Fal~ 

Complaint in 

Action pur~u~ 

d ~e Sun Defendants, during ~e time betweeu August I, 1996 and Mar~h 3 !, 

Sun Defendants managed the Convalescent Facitit~es under a management I 

k Crestwood) the "Crestwood Relensees"), from the clmms ass.~rtad (collectively, 

Claims.Act, 31 U.S.C. §§ 3729-3733, in the Complaint or t~e Amended i 

he Action. The United States will consent to the dismissal withprejudicc o~thc 

xt to 31 U.S.C. § 3730Co). Notwit~tanding any dismissal of the ACdon,or the 

4
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above release: the United States, th~ Crestwood Defendants and CBI-11 agree not to assc 

dismissal or moverelease as a defense orbar to any future claim~, if any, by the United St~ tcs 

acting on its wn behalf, against or involving the Psychiatric l;acilifies. 

3. Notwithstanding any term ofthi s Agreement, specifically reserved and exci~ded 

from the scop and terms of the United States’ release in this Agreement I as-to arty entity or 

pc~on are and all of the following: 

(I) Any civil criminal or administrative elalms arising under Title 26, 

Revenue Code); Code(Intem~


(2) Anycriminalliability; 

(3) Any liability to the United States (or its agencies) for any conduct 

than that ~d in the.Complaint or thcAmended Complaint in the Action; 

(4) Any non-monetary administrative liability, including mandatory excfusion 

f:romFederal .ealih care programs; 

(5) Any civil claims against individuals, inoluding the individuals who 

comprise the 2restwood Releasees, who receive writtennofi/~eafion that they are the targe~ of a 

criminsl invc tlgafiun (as defined in the tinted States Attorneys’ Manual), are ci-iminally 

indicted or ch arged, or are Convicted, or who enter into a Criminal plea agreement related t4 the 

Action; 

(6") Any claims based upon such obligations as aze created by this Agr~.ment; 

(7) Any express or.implied warranty claims or other elal~ for defeelav~ 

deficient pro~ lets or servie~, including quality of goods and servlees, provided by the 

5
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CrestwoodDi fendants, except insofar as those claims are alleged in the Complaint or the 

Amended Co~ aplaint in the Aofion; and 

(8) Any claims based.on a failure tO deliver items or services due except 

insofar as th, claims are alleged in the Complaint or the Amended Complaint in the ActiOn. 

t-he Crestwood Defendants and CBHI waive and will not assert any dcfens@ the 

Crestwood fendants and CBI-II may have to any criminal prosecunun or admm~stratwe ~.e~on 

relating.t0 Action, which defenses may be based in whole or in part on a contention tha~, 

under the Do ble Jeopardy Clause in the Fifth Amendment of the Constitution, or under th~ 

Excessive Fin ¯ .s of the Coustitutton, Settlement barsia Clause m the E~ghth Amendment this 


remedy ~ougl : in snch ~ prosecution or administrative actiom


5. Nothing in Paragraph 4 or any other provision ofthis Agreemlm I anc0nsfitute

agreementby :heUnited States concerning the characterization of the Settlement Amount ~or 

pro-poses’e Internal Revenue Laws, Title 26 of the United States Code.of d


Pursuant to 31 U.S.C. § 3730, the United States will pay to Relators a shareiof 

29% of the S~ ttlement Amount received by the United’States pursuant to this Agreement (~he 

Relators ~ sh~;), within a reasonable time after the U~ted States’ receipt of payment from,t,he 

Crestwood Dt .fendant~ and CBHI as follows: (a) the United States shall pay Relator MeKCnzie 

$25,000 d i elator Swaa $54,550, follow~ng re~ipt 0fthe f~ pnyment by the C-~estwoddml, 

Defendmatsmd CBHI as set forth ha Paragraph l(a) above; and Co) the United States shall l~ay 

Relator McKtrmic $85,000 and Relator Sw~ $185,450, together with interest accra~g sin~e 

2000at 5% simple interest, in pr~ rata shares following the receipt of q~t~erly


payments to made by the Crestwood Defendants and CBHI over five years, as set forth
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Paragraph I ((	above. Relators will provide the United States with elec~onic funds transfer 

information	 allow the Relators’ share to be paid by electr0n~e funds trar~fer. TheU~ited 

Stat~ shall	 ~t be obligated to pay Relators maless and Until the United States receives pay~m~nt 

~om theOres	 ~ood Defendants and CBHI. Should the United States receive less than th~,~ull 

Settlement	 ~ount, the Un/ted States shall only be obligated to pay Relators their pro mtalshare 

of any such p~ ~daI payment by the Crestwood Defendants and CBHI. 

7. In exchange for the United States’ payment to Relators of the Relators’ shar~.,


Relators here release and d~seharge any and all claims Relato~ may have agai~t the U~ted


¯ States ads~u out of the Aotie~, ~cluding claims pursuant to.31 U.S.C. § 3730(d) and § 37~ 0(c). 

8. Subject to the provisions of Paragraph 101 the Crestwood Defendants and 

jointly, and ~erally agree to pay to Relators~ attoraeys $1,! 68,103.50 for their expenses ~d 

attorneys’ ¯ plus $25,000 for Relator Swan’s ~sts, which~ will also be paid to ~Rela~rs’ 

attorneys. Th~Relators’ attorneys l~all d~burse to Relator Swan the ~ttm of $25,000 forh~r 

Costst The Cr ~stwood Defemdants and CBHI s~all pay this amotmt by electronic funds transfer to 

the Relators’ ~toraeyS, ~s follows: (a) $25,000 for ~sts of Relator Swan within 5 bnsines~ days 

of the Effe~ti: e Date; (b) $1,022,495 for att~m~ fees on J~au~y 4, 2001, or witl~ 5.b 

days ofthe l ~ective Date, Wki~hsver is later; (c) $!45,608.50 for attorneys’ fees on or before 

December 2001, with intere~-t commenting on Jane 15, 2000, and compounding tn0nt~y at 

the rate offi~ ~ percent per annum. 

9. The Crestwood DefendanN.and HI fully and ~ally" releese the United S tes, 

its agencies,	 ~ployecs, servants, and ~gemts ~:om any claims (~nclndi~g attorneys’ fees, 

~f every kind and however detmmi~ted) wb.ieh the Crestwood Defendants 

7 
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CBHI have a~ serted, could have asserted, or may assert in the future against the United Sta~e% its 

agencies, em~loyees, servants, and agents, based on the Action and the United States’ 

investigation’ md prosecution ~hereof. 

Concurrent with the execution of this Settlement Agreement, the Crestwoo¢ 

Defendants ~ d Relators shall execute a Joint St~ulation 0fDismissal (the Dismissal) in 

forra attached hereto as Attachment D to be submitted to the Court for its approval in acco ,~d~mce 

with the prov~ dons of3I U,S.C. §. 3730(b)(1). The Crestwood Defendant~ and Relators 
L 

exert all best ~ ~ffortS tO obtain Court approval and entry of the Dismissal, and the United S~tes 

approves, and 

Master appro~ 

Dismissal in t 

as Attaehmen 

been agreed u 

Agreement an 

~ continu 

execntors~ ~ 

.privity with tl 

~ the dismissal of theAcfion pursuant to 31 U.S.C. § 3730~). The Speeiallv~a~ter 

rec0mraends that the Court approve, this Agreement- In addition, the Special 

es, and r~commends that the Court approve .mad enter without modification, ~he 

e form agreed upon between the Crestwood Defendants and Relators and attached 

D. In the event the Court does not approve th~ Agxe.ement in the form which has 

~on, or does not enter the DLcmissal inthe form which has been agreed upor~ this 

the settlement shall be null and void and without force or effect and the Ac ~on 

In consideration of the mutual promises and obligations of this Agreement, 

a. Relators, on behalf of themselves, lhdr heirs, assigns, successors,tr~l., ees 

ats and representative~, and any and all per~o~ natural, corporate or othcrwi.~e in 

.~m or a~ILng in concur with thc~ or ~3ny of them, hereby and fo~:everrelease~ and 

will be d~em~ to have released, and covenant never again to sueor solicit or ~ncourage @one 

else to sue, C~ estwood, Dobbins mud CBI~ thdr past, pr~ent andfuture parent companie~ ̄  
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"


~liates. s~cce~sor~,
subs~d.iad.es,Evisions, predecessors, Itmited and ~ene~ p~ ~o~m 

vent-ozers, the b~esent ~d fo~ p~e~, p~cip~s, member, d~ectors, o~ce~s, ~pl~ees, 

stockholders 
i


limi~ in 

time~a~y oftt se ~fi~ m~agcd ~y of 

agreement), ~d ~om ~y ¢I~ made or x~ch co~d have be~ made d~g ~c co~ of~e 

Action, or b~- upon, rcla~.~, or ~g out of~e ac~ or o~sio~ zcfc~ to or aUe~fions 

Compi~t or ~e ~cnd~ C~pl~nt ~ ~s Action, ~clu~g, but not.l~t~ 

to, ~legafio~ ofr~ues~ for M~c~e ~or M~c~d rc~b~cnt b~ up~ ~e ~ged 

faJsification c f~L fo~s, ~ da~ sets, ~or ~y o~¢r me~c~ ~ patient record ~t ~y 

~fli~, n~g f~iH~ or p~chia~c hospitM, ~clu~g ~e Conv~esccnt~ 

he P~c~a~c Facili~, o~ed ~or ~ated by Crcs~oo~ CB~, or ~ of 

withou~ ~on, ~I such c~fi~, 

"
" " " f~d~’
~or joint vcn~ p~ (e~ by ~ems~Iv~ o~ by ~e


S~ Defend~ ~ou~ a m~agcmcnt ~n~a~).at ~y ~c. ~ a~ifion, Kelato~ cov~ ~d


a~eo ~at the ~ never again sue or so~cit or ~age ~yone else to ~e Se Cre~o~d


~B~ or ~y of Se O~er p~ons or ~fit[~ relied to ~ ~ P~aph 11 ~d~


~y £cdc~ o~


nor ~I ~v~ ag~ sue or script ~ ~comge ~yone else to ~e ~¢ C~c~ood Def~d~,


~ or ~y ~c o~ p c~o~ or ~fifi~ ref~d.to ~ ~s Pm~aph 11 ~d~ ~y o~


s~te or co--on law b~ on ~y


¯ c~ ~ployc or m~gcm, or ~y o~ ~ch p~ons or ~aa~ have f~fi~ or ~ ~ d~e


l~t confinu~ to ~ ~L fo~s, ~ data s~ ~or ~y o~ m~ic~


http:subs~d.iad.es
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or patient rec rds at auy of Crestwood’s, CBHI’sor their al~iliates’ facilities. Relators 

understand ~t by signing this Agreement and receiving its bene/its they are permanently ~ving 

np uny right t .ey might oth~radse have to pursue may such claims either n~w or in the future, and 

they are hotel ,y Nving up that right, unequivocally, irrevocably and without reservation. " 

Relators and he Crestwood Defendants agree that nothing in this Agreement shall be deun}ed or 

conslru~d to ffcct the right of the Cre~twood Defendantsand/or C’BI:-II to seek reimbursement, 

indemnity, ol conm’butionfrom any person or entity not a party to this Agreement. 

b. Relators, on behalf of themselves, their heirs, assigns, successors, tr~tees, 
i 

nts and representatives, und any and all persons natmat, corporate or othetnv~ e in 

emor acting in concer~ with [hem or any of them, hereby and forever release, " 

charge Crestwood, Dobbins and CBHI, and their past, present and future par.~nt 

bsidiarles, divisior~, affiliates, Fredccessors, successors, limited and generall 

amt venturers; their present mad former partners, principals, members, , 

~yees, stoeltholders, owners or agents Cincluding, without limitation, in all sdch 

tart Burr, George Lytal, Mary Lea Gluntz, Lori Blackburn); their managers apd 

uding, without limitation, theIHS Defendants and the Sun Defendants dm’ing the 

~se entities managedany of the Crestwoodfaeilities under a mamageraent I 

~ excluding the Stm Defendants at~er April 1, 1997, and.excluding the INS arid S~m 

th respect to claims made against them in the state court action entitled ~5~a~ e. 

"e Grou~, Inc., ¢tal., Case No. 99A05347, pending in Sacramento Superior ~ourt 

rt Action)); the real estate parmerships whida held title to the real estate and 

on wkiel~ the Facilities were or are located (inelud~g, without limitation, th!ir 

10 
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past.pres~itLd future

general and limited partners, predecessors, successors, employees 

agents); their hasarers, servants, attorneys, and any entity or person identified in any.discovery 

condnoted or }roposed in writing (including without limitation, any such individual’s heirs| 

ssors, trustees, executors, agents mad representatives~ and any such entity*s l~t, 

pr~t ~d ~ ture parent companies, subsidiaries, divisions, affiliates, predecessorS, successors,. 

~ed ~d g neral partners, joint venturers, present and former partners, principals, members, 

d~o~, o~ :ers, employees, stocldlolders, owners, or agents); the heirs, executors, 

, attorneys, servants, agents and]or representatives of any of the foregoing 

~di~du~s o~ enUaes; and any and all persons natural, corporate or otherv, ase m pn,aty wi~ any 

o$~e foregoi ag individuals and/o~ entities or anyone acting in concert with’them or any o ."them 

(¢o~ee~vely, the Released Parties), fi:om any claims known or unknown, suspected or 

~peet~, :ontingeat or non-contingent, arising under federal statu~e (including but not 

~ited ~o ~ Feder~/False Claims Act), state statute (including but not limited to the Cali~.~ ornia 

False Cl~s ~et, or the California imfair business practices laws) or common law, that m’~ based 

M ~y way u] ,n.acts, omissions, events or tratmacfions occurring at any time prior to the d~te of 

ex~udon ~ Agreement up to the date of execution of this Agreement, or are based oI~ any 

cl~ ~dc r Relators or their counsel during the come of this Action or on any discov.~ 

proposed or mvestigatmn conducted during the come of this Action, wheffaer or 

y referred to in the Comp/aint or Amended Complaint (colleetively, the Rel+ed 

C~ms). ~ors and the Cre.stwood Defendants agree that nothing in this Agreement sha~l be 

decm~ or co: tstrued to affect the right of the Crestwood Defendants and/or CBIZl to seek [ 

11
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reimburseme~ i~demnit~, or conmbutien from any pers*n or entity n~t a patty to this 

Agreement. 

In consideration of the payments being made by the Crestwood 

DeEendants ~ Paragraph 8 above, Relators’ counsel hereby mad forever~elei ;e the 

tes from any and atl of the Released Clain~, including, without lin~tafion, 4Y and 

all claims ~ U.S.C. § 3730 for attorney~ fees, expenses and eosls, the claims r~ferred 

to Co) of this Paragraph I1, or based on or similar to auy of ~he claims ma~e, 

asserted or during the eoume o£this Action. Relators and the Creatwo0d Defen~znts 

~ in .thid Agreement shall be deemed or construed to affect the right of thd 

Crestwood D and/or CBFII to seek reimbursement, indemnity, orcontribution #c~-nany 

r to this Agreement. 

d. In consideration of the dismissal and the releases being provided by.~the 

Relators, the and CBI-~ hereby and forever release, acqdit and disc]~a~gc 

the Relators, any claims known or unknown, suspected or 

unsuspected, contingent arising under federal statute, state statute, including 

but not t to the Califomi~ False C/aims Act, or common law, that arc based in any v~a,y 

upon act~ s oeeun-ing at any time prior to the date ofexcodtioh 

of this ~ to the date ofexectrfion of this Agreement, or based on any claims hi’de 

Actio~L 

e, Relators, theircounsel , the Creatwood Defendants and CBHI acknowledge 

and the release set forth in this Paragraph 11 is a general release. Relators, their 

cotumel, th( Defcadauts and CBI~ expressly waive and assume the risk oEany ~.gnd 

12
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claims for da~ ~ages that exist as of and prior to the date of this Agreement, but of which.they do 

not know or aspect to exist, whether through ignorance, oversight, error, negligence or 

otherwise, ar which, if known, would materially affect their decision to enter into this 

Agreement. 

£ Relators, their counsel, the C-’restwood Defendants and CBHI hereb~ 

expressly waJ re and relinquish any and all rights and benefits that he, she, they or it may h~ve 

-under Califo: ~ia Civil Code Sectton 1542 or any other applicable state statute of similar 

comparable ~bstance. CalifomiaCivil CodeSeet/on 1542 provides:. 

A GENERAL tLELEASE DOES NOT EXTEND TO CLAIMS 
WH_IC-’FI Tt~ CREDITOR DOES NOT KNOW OR SUSPECT 
TO EXIST IN t-IIS FAVOR AT TIlE TIME OF EXECLFFING 
TI~ RELEASE, WIqICH IF KNOWN MUST HAVE 
MATERIALLY AFFECTED HIS SETTLEMENT WITH THE 
DEBTOR. 

i
" Relate rs and theix counsel expressly ur~derstand mad agree that, upon the dismissal g6th 

prejud/ce oft] ~e Act/on by the Court, no suit may be brought, nor may any claim or deman~ be 

asserted, bas~ on any of the acts or events or any of the claims released hereunder, unles~ the 

Crestwood D ~endants and/or CI3I-tI breach the payment provisions of this Agreement. 

The parties acknowledge that excepted from this Agreement, and frd,.m may 
1 

and all warrea covenants, representations and/or releasesthat might otherwise exist in ilais 

Agreement, a :e (i) claims against the Sun Defendants and/or the INS Defendants, and their 

t/or assigns, for actions and conduct arising out o£ any facilities other than th 

orbed an~or operated at any time by Crestwood, C-’BtlI,.or any of their predecessors, man 

agent~, afhlia es or partners; (ii) claims against the Sun Defendants, and their successors a_.qd/or 

assigns, for a~ tions and conduct arising after April 1, 1997; and (i/i) claims against the IHS. 

I3 
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Defendants their successors and/or assigns, and the Sun Defendants and their successors 

~ad/or assig~ made against them in the State Court Action referred to in Paragraph 11 b.i 

above. 

Relators agree that this Set~ement between the United States, the Cre~twdb~l 

Defendants td CBI-~ in connection with the Aetinn is fatr, adequate, and reasonable und~ all 

~ces pursuant to 31 U,S,C, § 3730(c)(2)(B). 

Representations and:Warranties by the Rela~ors and their Counsel. The Relators 

warrant to the Ci’estwood Defendants and CBI:II as of the date of this Agreement, 

~ that the Crestwood Defendants andCBHI are relying thereoNas follows:I ­

The Relators have notassigned, trm~ferred or conveyed, in whole 

eir right~, tltle or interests in any and all claims which are released or intended to 

be rele~ed, any person or entity. 

b. The ReIators and theireou~el represent that they have not asserted lnor do 

they have m~ present intention ~o assertclaims in any forom, administrative, judicial or 
i 

otherwise,al¯ in~t Crestwood, CBI-U,Dobbinsor any of their affiliates, officers, directors, 

employees, ~ents orjoint venturers, with respect to any matte~ or ~laim referred to in the Action 

I 
or released ul taler Paragraph 1 i, above. In addillon, Relators represent that ~ey are not 

any pemon oientity that has asserted or gas ~ny present intention to assert any wach claimer 

c. The Relators and their cotm~el represent that they are not and will not 

zol~eit, enga~ ~ or a~sist a~y third-part~_ in asserting claims ha may forum, admiaistrative, ju.ltMal 

or otherwise, against Crastwood, CI3t~ DObbins or any of their affiliates, officers, director, 

14
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employees, ;ents or jeint venturers, with re~e~t t~ any matter er claim referred ta in 

or released m~dcr Paragraph i I, above. 

14. Re~. ese0.ta.fions and Warranties.by the Crestwood Defendants and_CBHI. +he


Crestwood Dffendants and CBHI represent and wan’ant to the Relators as 0fthe dat~


Agreement, ,ith knowiedge that the Relators are relying ~ereo~. as foIlows: 

a. CYestwood and CBHI have been duly incorporated anti ~e validly e dsthlg 

:anding ~s corporations under the laws of the State of California as of the dat 

and th~ Agreement ~ duly executed by Crestwood and CBHI. 

b. Crestwood, Dobbins and CBHI have all requisite power and authori~ to 

execute, deN : and perform their obligations u~der thin Agreement, including the comproFnse 

and release OJ claim% md execut~g this Agreement mad undertaking the obligations 

I
herein is ¢ons istcnt with all duties of Cre,vtwo0d, Dobbins and CBHL 

The Settlement Amount that the Crcstwood Defendants and CBFA must pa~ by 

electronic fLU is tra~fer purmant t~ Paragraph 1 above, will ~ot be de~reased a~ a resuit o~ the 

denial of ~lai! ~s fer payment witl~ekt fi’~.m payme~ by ~my Medicare carder or 

any Statepay ~, related ~e the Action; and ~e Cre~weed Defendam~ ~md CBttI agree 

MeAieamearner or mtermextlar~ er any State pa~er ~ preme~sly demed Naxms 

related to the Action, and agree not toappeal any Such denials of claims. 

The Cre~twood Defendants and CBH~ agree that all costs (as defined 

Federal Aequ dtion RegulatiOns (FAR) § 3,1,205--47 and fia Titles X’VIII and XIX of the Sqcial 

Security Act, ¢2 U,S,C. "§§ l)95-1395ggg promulgatedand1396-1396v, and the mguhfiOns 

thereunder)curixd by or on bchMfofth¢ Crestwood Defendants 9r C~BI-I[, in connection ~vith: 

15
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Defendants’ 

Agreemen% 

Govemmant 

Veterans 

0aereaRer, 

accounted 

CBHI


United 

through any 

the ~ 

The ( 

date of this t 

unallowable 

the United 

covered by this Agreement, (2) the Government’s audit(s)-and civil 

) of the matters covered by this Agreement, (3) the Crest-wood 

esrigat/on, defense, and corrective actions undertaken in response to 

andit(s) and civil and any criminal investigation(s) in connection w~th 

(including attorneys’ fees), (4) the negotiation of 

made pursuant to this Agreement, are unaUowable costs pn 

t~de~ the Medicare Program, Medicaid Program, TI~CAR.E Pr~gr~un, 

[VA) and Federal Employees Health Benefits Program CirEHBP i 

These tmaIlowable cons will be separately estimated and 

by the Crestwood Defendants and CBHI, and the Crestwood Defendants anh 

charge such unallowable costs directly or indirectly to any contracts with 

~r any state Medicaid program, or seek payment for such unallowable costs 

cost statement, information statement or payment request submltt~d by 

i Defendants and CBHI or any of their subsidim-ies to the Medicare, Medicaii, 

programs. 

)efendants and CBHI further agree that with/n 60 days of the effect, ive 

identify t9 a~licable Medicare and TRICAREfiscal 

carriers anti/or contractors, and Medicaid, VA and FEI:IBp fiscal agents, any 

defined in this Paragraph 16) included in payments previously sough~ from 

1 
’ State Medicaid Program, innluding, but not limitedto, payments sought" 

Icost sthtements, information reports, or payment requests already submitted 
1 

s and CBHI or any of their subsidimSes, and will request, and ~gree, 

16 
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that such cos~ reports, cost statements, information reports or payment requests, even if akiady 

settled, be a~ usted to account for the effect of the inclusion of the tmallowable costs. The] 

Crestwood E ffendants and CB}~ agree that the United Staie~ will be entitled to recoup from the 

Crest’wood D ifendants any overpayment as a result o£ the inclusion of such unallowable c~sts on 

~mitted. cost reports, information reports, cost sta~mentz or requests for pa3a~ent, 

Any payment due after I the adjustments have been made shall be paid to the Unifed Stales 

pursuant to ~ : direction of the Department of J~’tice, and/or the affected agencies. The l.]Nted 

States reserv, its rights to disagree with my calculations submitted by the Crestwood 

Defendantsa ~ CBHI or any oft.heir subsidiaries on-the effect 0f inclusion 0f unallowabk costs 

(as defined this P~a’agraph 16) on the Crestwood Defendant~ ~d CBHIIs, or any of their: 
! 

subsidiaries’:ost reports, cost statements or ~0rmation reports. Nothing in this Agreem~’nt 

shallconstil~ a waiver of the rights of the United States tO examine or reexamine the 

unallowable ~ described in this Pm-agraph 

17. The Parties do not rele~e any claims agair~t any other person or entity exert as 

specified he~ 

The Crest’wood Defendmats agree that they will not seekpayment for any oJ the 

health ceze bl ~gs described in the Action from any health.~are beneficiaries Or their pare: tCs or 

sponsor~. Th.~ Crestwood Defendants waive any ca~es of action against these benefeiari~ s or 

,r sponsors based upon the claim~ for p~zyment described in the Action. 

19. Except as provided in Paragraph 8, each Party to this Agreement will bear i~ own 

legal and oth~ r costs incurred in comacctionwith ~ matte~, including ~ae preparation and[ 

pez~’ormence,ffthis Agreement. 1 

18
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20~ Notie~e. Any notice required by this Agreement stroll be deemed delivered i~sent 

by oven~gh~, elivery service or by facdmilo as follows: 

Iflo estwood, CBI-H orDobbins: 

JRmes Severson, ~,Sq; 

Frank Kenuamer, Esq.

Mc~tch~, Doyl% Bm~ & Ene~ea, ~

~c¢ Embryo Ccnt~


S~ F~cis~, C~o~a 94111

Te]~hone: (415)393-2000

F~s~le: (415) 393-~86


If to Relators: 

Ronald Packard, Esq. 
Von Packard, Esq. 
Packard, Packard, & Johnson 
Four Main Street, Suite 200 
Los Altos, California 94022 
Telephone: (650) 947-7300 
Facsimile: (650) 947-7301 

IIa Swan

552 Redwood Dr/re

Vacaville, CA 95687


Marilou MeKxm.zie

70 De Luz Ct.

Vaeavitle, CA 95687


If to United StatesGovernment: 

Michael F. Hertz, ESq. 
U.S. Depar~ent of Justice 
P.O. Box 261

Ben FxankJin Station

Wasl~gton, DC 20530

Telephone: (202} 514-7179

Facsimile: (202) 6t6-308£
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Any P ml-y m


above. 

21. 

that this Agr. 

comptdsion 

22.


matters.


23. 

. information 

24. 

that the exclr 

under this At 

¯ Cafifomia_ 

25. 

supersedes al 

except by wri 

andrep~esen~ 

attorney for ~ 

re~resentatio~ 

relied on any 

26, 

Defendants a~ 

y change the address for notice by providing notice to the other Parties as seI forth 

The Relators, the United States, and CBHIrepr~.sent the Cre~twood Defendants 

~tnent is ]freely and voluntarily entered into without any degree of duress or 

latsoever. 

The Parties a~knowledge that this Agreement offe~ts a setflemunt of disputed 

The Parties that Statesmay disclose tl~sAgreement~grc¢ ~c United 

)outthis Agreeznent to the public. 

This Agreement is governed by the laws of the United States. The PartlesAgree 

sire jurisdiction a~d venue for ~my dispute arising between and among me P .m~des 

reement will be the United States District Court for the Eastern District of 

This Agreement constitutes the complete agreement between the Parties. It 

prior agreements and/or understandings. This Agreement may not be amended 

"’.ten COnsent of the Parties. Each Pat~:y to this Agreement acknowledges, w~ts 

, that other than as expressly stateti m this Agreement,no other Party, agent qr 

~y other Party, und no other person hasmade any pmmise~, or ~nti~7, 

S or wan-miles to induce ttmt Party to enter into this Agreement, not ~ any Party 

;uch promise, representation or warranty not expressly stated herein. ’ 

I ̄  
The undersigned sagnmg this Agreement on behalf of....individuals the Cres~ood 

d CBHI represent and warrant that they are authorized-by the Crestw0od 

19 
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d CBHI to execute this Agreement. The undersigned United States signatori~es 

\
represent that they arc sigrang this Agreement in their official capaclt/es and that they are 

authorized to :xccute this Agreement. 

27. This Agreement may be Cxecu~ed in counterparts and/or facsimile form, ca~ of 

which constit~ .tes an original and all of which constitute one and the same agreement_ : 

28. This Agreement is binding on all successors, halts, assigns, and transferccs of the 

Parties. 

29. Destruction,of, Documents. Withinfifteen (].fi) days after the later of the h-/tial 

cash p~ymen~ lcscdbed [u Paragraph 1 or the payments described in Paragraphs 8(a) and 8~), 

Relators, Rel~ x)rs’ counsel and their agents; including without limitation Dr. Kathzyn LocSell, 

the faro orB; uman and Rasor, Robert Bauman and Dina Ra.sor, will assemble for ~eview l~y the 

Special r at the ia woffices of Packard~ Packard & Johnson, all documents 0ncludin~ all 

copies t.heren: and all electronic, magnetic or other media) that comprise, include, refer to ~r 

comaln (1) didential information.as defined in the Proteetiye Order entered in the Ac_tio~ that 

were prodhce by the crestwood Defendants, the Ills Defendants and/or the Sun Defenda~.. ts 

(~c~tfo~ do .’uments relating to allegations ~gainst. the Sun Defendants after April 1, 199g), (2) 

the work-pm~ trot of Relators’ engnsel and agents that hacl~des or is derived from ¢0nfiden~ial 

defined~th~r~ot~ti,,~ ente=t O) too~er the 

the Fisher ter, including the.Fisher bankruptcy, and/or the Hazzard matter,.referred to 

P.~lators’ cou zel during.~he Action, (4) information relating to the assets or background 

Dobbins and/ r Bay other officer, dimztcr or employe~ of Crest?yood or C~BHI, a~ad/or (5) 

in£ormation [ating in any way to Crestwood, CBI-ll, Dobbins and/or any other officer, di~tor 

20 
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oremployee~fCrestwoodor CBHI(all collectively; the "Documents For Destruction’3. 

Notwithstandhag ff~e foregoing, Re/atom’ counsel may retah~ their correspondence files, 

pleadings file Confidential Di~clo~.re Statement, transcripts of the depositions of Ila Swan and 

Marilou McI~ enzie and note~, that reflect depositihn preparation, the"approved perso~s’-li~t for 

~ccss toeumeut deposkory, the Matrix of Undlsputed Facts, and’such other matte~ as the 1:o the 

Spcc{ai Mas~ ~r may deem necessary for Relators’ e0tmael to retain to d .emon.~trate the 

competence 

stored by ele( 

print out a eo 

f their services in the Action. With ~regard to any Documents For Destruction. 

tronlc, magnetic or othe~ medi% Relator% l~lators’ counsel and their agents~ll 

~y of each such document for rewew by the Spe~al ]~Ia~ter, and, after ha-~ang done 

so, will perm: nently delete all such records fi:om all computer storage drives, dam ba~es, ~ses 

and/or tapes. 

Documents F. 

such electro~ 

supervise the 

Defendants 

super~hdon, 

modified by 

exchange for 

Action referr, 

Relators and their coumeI ~ad agents will certify unclespenalty of perjury that all 

~r Deatruetion have bee~ a~sembled for review by the Speci,’d Master, and tl~,t all 

~ally-stored records have been permanently deleted. "Dae Special Ivlzster shall 

)hredding of all Documents For Destmefiqn at the law o.ffiees of Packard PaCkard 

invaded that Relators cOunsel may choose to return to counsel for the CrestS. cod 

y or all Doeumeuts For DestrUefion~ The cost for the Spec,al Master’s revie,~ and 

ad for the shredder to be used, ~ be borne.by Crestwood~ Except ~s ex-9 ,t~ly 

tis paragrap~ the Protective Order shall eontinv.e in full force and effect. In 

; dismissal with prejudice as to the Cre~twood Defendantsof~eState Cotu-t’ 

fl to above, the undersigned cotmsel for the Crestwood Defendantssgre~e.to r~turn 

all copies W medical/psychiatric records and reports of or regarding Relator Swan in 

CO~nsel’s their agents’ possession, to identify to whom, if anyone, such records wer~ and
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disseminated and to certify under penalty of perjury all such records and reports have bec~ 

returned. N~ such records ~re or have been in the possession of the Crestwood Defendant!, 

CBHI or a~ )ftheir affiliates, officer~, directors, agents or employees. The~ecordswill ~e 

returned urfdntly with the filing b£said dismissal of the State Court Action. Failure 1)) the con( 

Crestwoodffandants, CBHI, their counsel or agents, or Relators, their counsel or agents ko 

complywith~aesc provisions,.or any violation thereof by the Crestwood Defendants, CBHI., their 

counsel.or mofid~beforeagmrs. or Relators. their counsel or agents, is subject to an cnfomement 


theCou.~ ~ ludimg~ award of attom~yz’ fees to the prevailing party.


30. The Crestwood Defendants, CBHI, and the Relators and their counsel, consultants 

and experts tee to certa~ provisious a ,bzty.confidentiality towhich the United State~ is not 


These atiality pmvisiuns be contained in a separate agreement-that 
shall Shs~l be e~ ecuted 

"concurrantlyvith this Agreement. In the event any person required to execute these 

r provisions fails or refuses to do so, this Agreement and the so,foment ahalllbe 

null ~d void and without force or effect, and the Action shall continue. 

31. Severability. If,, after the Effective Date of this Agreement, auy provision ~r any 

part Of any pr )vision of this Agreement is for any reason held to be invalid, unenforceable ~r 

~’ public polioy, law. statute end/or ordinance, then the remainder of this 

ill not be affected thereby, madshall renlain yard ~md enforceable. 
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Forthe Unil States of Amerlca: 

DAVID W. OGDEN 
Assistant Attorney General, Civil Division " 

PAUL L. SEAVE 
United States Attorney 
Eastern District of Califorrda 

Dated; By: 
ROBERTTWISS 
Assistant U.S. Attorney 

¯ Dated: By: 
POLLY A. DAIVRVLANN 
Assistant Efi~eetor, 
LAURIE A, OBEREMBT 
Trial Attorney 
CommercialLitigation Branch 
Civil Divisign 
Departmentof ~ustice 

For Relator~ 

Dated: 1,,~/ 
ELA SWAN 

. Dated:~ 

PACKARD, PACKARD & JO/-INSON 
RonaldD. Packard, Esq. 
Von G. Packard. Esq. 

Dated: By:. " ",.0 ’~ -
P, onald D. Packard, .~.q, 
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For Defend:mrs and CBYII: 

CRESTW~ODHOSPITALS, INC., Dcfendint 

: 

By: ¯\" 
~ames\M. Dobbins, .lr. 
Presider 

\
\

Dated: 

CRESTWOO~BEHAVIORAL HEALTH, ] ~C. 

By: \


~amc:~ M. l~obbins, 2[r. 
President ’\ 

Dated: 

James M. Dobbin, Jr. 

Dated: 

Da~ed:
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For the Unl States of Amerlea: 

Dated: 

¯ Dated: 

For R~lator., 

Dated: /~/,
/ 

Dated: 

DAVID W. OGDEN 
Assistant Attorney Gener~l, DivisionCivil 

PAUL L. SEAVE 
Un~fed S~afes Attorney 
East¢m District of California 

ROBBRT TWL~S 
A~sist~t U.S, Attorney 

By: 

PACKARD, PACK.4.RD & 10HNSON

RonaldD. Packard, Esq.

YonG, Packm--d,


Ronald D. P~k~d,,Esq. 
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For the Unit 

For Rehr~ 

DAVID W. O~DEN 
A~istam rd, Civil DivisionA~om~/G~c, 

PAUL L. SEAVE

Un~tr~Stzt~ A~om~


Asa~tan~ U-S. Attorney 

PACKARD~PAC’KARD,e. JOHNSON

RonaMD. P~kard, 
F.~q.


Ronald D.Packsrd, E~q. 
-I 



For Crestwood Defendants and CBHI: 

CILESTWOOD DefendantHOSPITALS, INC., 

Dated: By: 

s M~Dobbins, Jr.~pameresident 

Dated: CRESTWOOD BEHAVIORAL HEALTH, INC. 

Dated: 
James M. Dobbins, lrf/ 

MCCUTCHEN, DOYLE, BROWN & ENERSEN

James Sevetson, Esq.

Frank Kennamer, Esq.

Attorneys for Crestwo0d

Defendants and CBI:I[


James Seve.rson, Esq. 

APPROVED AND RECOMMENDED BY THE SPECIAL MASTER: 

PETER M. DOYLE

400 Capitol Mall, 11th Flr.


Sacramento, CA 9581g


Dated: By: 
Petejr M. Doyle, Esq. 
Special Master 
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