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L PARTIES

nM

This Se¢ ttlement Agreement (Agreement) is entered into by and among the Umted S{a.tes
of America, aming through the United States Department of Justice; Crestwood Hospatals,l{nc.;, a
California corporation (Crestwood), and James M. Dobbins, Jr., an individual (Dobbins) E
(collectively the "Crestwood Def:;ndants“)’; Cresiﬁrood Bebavioral Health, _Iuc., 8 Calif_'omizi.
_corporation (( BHI); and Relators Ila Swaﬁ and Marilou McKenzie (collectively the “Relat%rs“), '
'thrcugh their quthorized ,rep'résentétivcs.' Hereatfer, all indivi&uals and entiﬁés narned _ahbv;c
shall collectively be referredrto as "the Parties”. ]
| .  PREAMBLE |
As a pyeamble to this Agreement, the Parties. agree to the following: i
A. Relatoré are individual residents of the State of California. On January 22, {997, ﬁ
-Rc}ators filed undcrl seal a Complaint, a@hed hereto as Attzchmcnt A, under the gui tam f J?}{
provisions of the False Claims Act, 31 U.S.C. §§ 3729, et seq. (FCA), against Cfcétwood, éun
Healthcare Group, Inc., 8 Dela\;fare corporation, and Sunrise Healthcare Corpomﬁon, a Nc*f;v
Mexico co;pograiion, (co}iectively the "Sun Defendants"), and Integratcd Hea{m'Serviccs, ILc., a
Delaware corporation, and West Coast Cambndgc Inc.,a Calzfomm co:porancn, (coilectﬁeiy
the "IHS 'D.efe ndants“), in the Uriited Statcs District Court for the Eastem District of Cahfdmla

: I
captioned Unijted States of America ex reL Marilou McKe.nz:xe and Ila Swan v. Crestwood :

Hospitals, Ind., et al., CIV-5-97-0107 LKK/GGH (the "Action™). On November 4, 1_998
Relators filed|an Am'cadéd Complainf, attached hereto as Attachment B, containing addmc.inal

allegations regarding the facilities owned by Crestwood and naming Dohbins as a defendaht. In

{
!
|
i
i
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June 1998, thejUnited States deelined to intervene in the Action and subsequently has not ﬁlcci
any motion to intervene for good cause, In Qctober, 1999, and February, 2000, rcspectwelj’ the

Sun Defendants and the IHS Defendants declarcd bankruptey. ! '

B.  |The Crestwood Defendanis, CBHI and Relators agree that at the time the !
Complaint was filed, Crestwood owned twenty-three skilled nursing or nursing facilities (tlie
"Facilities") listed in Attachment C, consisting of 14 convalescent facilities (the ”Convalesq:ant
- F acilitiés“) and 9 psychxatnc facnhtaes 50me or all of which were operated from time to tude by
' the THS and Spn Defendants. Between January 1, 1994 and March 31, 1996, the HS Defci‘ldants
managed all of the Facilities under a management agreement with Crcstwoodl Between Aégust
1, 1996 énd March 31, 1997, the Sun Defendants managed the Convalescent Facilities undér a
management ggresment with Crestwood. The Facilities are proviﬁcrs under the Medicare : |
program, adm nistered by the Health Care Financing Administration, and/or the Medi~Cal '
program. The Créstwood I)cfcn&ants', CBHI aund Relators agree that on Apn'i 1, 1997,
Crestwood sofd thirtecn of the Convalcscent Facilities to the Sun Defendants; it retained the
Idylwood facxhty The Crestwood Defendants, CBHI and Relators further agree that on J aiwa:y
1,1998, CBHI Crestwood's successor in interest, was formed, and on that date took over dac .
ownership and operation of the psychiatr;’.c l_’acﬂiﬁes, lat;r acquired two additional psychi'at;'ic
facilities (all g ollcctit;cly reférred to as ;‘t_hc Psychiatxié F@iﬁﬁm“), and, in January, 2000, took
over ownership and opcraﬁon of the Idylwood convalescent facility, Dobbins is the Presiabnt
and a sharehojder of Crestwood and CBHI. ;
C. | The Crestwood Defendants and CBHI deny any lizbility and all allegations bf

wrongdoing and the settlement provided for herein is not and shall not in any way be construed

21288541.6
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;

»e an admission or a concession of any fault, liability, fact or amount of damelgcs,
_ _ , i

atter whatsoever on the part of Crest\;vood, Dobbins or CBHI, ’I‘he'Crestwoq;d

d CBHI are entering into this Agreement sole'ly to avoid the further expense {'md
of litigation and finally to put to rest all claims as set forth below. i
In order to avoid the delay, uncertainty, inconvenience and expense of protr:éctcd |

ese cla;'msi the Parties reach a ﬁﬁ} and final settlement as set forth below. §
I - TERMS AND CONDITIONS ;

_ i
forth below, and for good and valuable consideration as stated herein, the Pé.rﬁes

THEREFORE, in consideration of the mutual promises, covenants, and

Y8,

The Settlement Amount. Subject to the provisions of Paragraph 10 bclow, e

e 4= 5,_ [

fendants and CBHI jointly and severally agree to pay to the United States

(the Settlement Amount) by eléctronic fiunds transfer pursnant to written -
be provided by the United States, as follows: (a) the Cr_éstwood Defendantsjand
y the United States $477,505 wﬁhm 5 business dayﬁ after the later of the ﬁnsll

d Order of Dlsmlssal in the form attachcd as Attachment D (the later.of these two

he Effective Date), (b).the Crestwuod Defaudants and CBHI shall pay the Urhted

1. SO on or before December 15 2001 thh mter&st commencing on June ISL

2000, and compoundmg montbly at the rate of ﬁvc percent per annum; and (c) the Crcstwoiod -

Defendants ar

rﬁ-ve (5) year

d CBHI shaH pay the United States $350, 000 in cqual quarterly msta]lmmts iover a

enod., Wzth simple i interest at thc rate of five percent per annum, interest

g
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commencing June 15, 2000, and payments commencing within § business days of the Eﬁ'ccitive
Date. 'Iiig payments described in Paragraphs 1(b) and (c) shall be secured by an IrrcVocabl’L
Sfandby Letter of Credit, or irrevocablc Standby Letters of Credit, issued in favor of the Uffxitcd
States by a financial institution or institutions agreeable to both the United States and to th?i
Crestwood Defendants and CBHI. In the event that such an arrangement is not mutually }
agreeab]e_ to the United States and to the Crestwood Defendants and CBHI, this Ag:reememé and
_ f};c seﬂement shall be ;mli and void and withcux_force or effect, and the Actién shall contiz;x'xe. '
2, | Subject to the exceptions in Paragraph 4 below, in consideration of the obligiations ’
of the C‘rcstw_mo& Defendants and CBHI set forth mtth Agreement, and conditioned upon ;khc
Crestwood Degfendants and CBHPé payment in full of the Settlement Amount, the United E!-tates
.hcrebsr releases the Crestwood Defendants and CBHI, thcu- past, present and future parent E
compames swbsxdmnes, divisions, affiliates, predeccssors, successors, limited and ge:ne:mli
partners and joint venturers, their present and former parb:lers, principals, members, directof}rs,
officers, owners or agents, their lessors, and their managers and licensees finc}uding the IH'S |
ADc'fcndants during the time between J a.nuary 1, 1994 and March 31, 1996, when the IHS :
Defendants mpnaged the Convalcscent Facilities inder 2 managcmcnt agrccment with i
 “Crestwood, anjd the Sun Defendans, dunng the time between Angust 1, 1996 and March 31

1

1997 when e Sun Defcndants managed the Convalescent Facilities under a mmgcment‘
: I

| agreement wuh Crestwood) (collectively, the "Crestwood Releasees"), from the c]a:ms assrﬁed_
under the Falge Claims Act, 31 U.8.C. §§ 3729-3733, in the Complaint or the Amended
Complaint in the Action. The United States will consent to the dismissal with prejudice oijgthc

_ Action pursuant to 31 U.S.C. § 3730(b). Notwithstanding any dismissal of the Action, or the

- 212085818 : . '
_ | | RS A
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|
|

above release by the United States, the Crestwood Defendants and CBHI agree not to asser} the

I

dismissal or above release as a defense or bar to any future cIaiins.‘, if any, by the United Stz}’fes

acting on its gwn bcﬁalf, against or involving the Psychiatric Facilities.

3. | Notwithstanding any term of this Agreement, specifically reserved and cxc'ifzded-

from the scop e and terms of the United States’ release in this Agreement asto any cntity orl

person are any and all of the following:

;

(1) Any civil, criminal or administrative clmms ansmg under Txtle 26, T.? S.
| 'Code (Internal Revenue Ccdc) ;
@ Any criminal fability; |

1 3)  Any liability to the United States (or its agencies) for any conduct ob?ner

than that alleged in the- Complaint or the Amended Complaint in the Action;

from Federal health care programs;
(5)

criminal investigation (as dcﬁncd in the Umtad States Attorneys® Manual), are cnmmaily

Any civil claims agamst individuals, including the individuals who

I
1

(4)  Any pon-monetary administrative Liability, including mandatory ex%lusxon 7

comprise the Crestwood Releasees, who receive written notification that they are the ta:rgeﬂ ofa

md;cted orch argcd, or are convxcted, or who enter into & cnmmal plca agreement related tm thc

' Achnn,

deficient prodpcts or s'érvi'ccs,r including quality of goods and services, provided by the

212885816

4
L

. ~1
() Any express or implied warranty claims or other claims for defectivé or

|
r
H
1

1

1(6)  Any claims based upon such obiligations as are created é\y this Agref;ment;
) - : i

ga? é@g
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E

]

[

I

fendants, except insofar as those claims are alleged in the Coraplaint or the !
|

nplaint in the Action; and ]

(8)  Any claims based on a failure to deliver items or services due exccpf

e claims are alleged in the Complaint or the Amended Complaint in the Actibn.

The Crestwood Defendants and CBHI waive and will not assert any defenses the

fendants and CBHI may have to any'crimixial prbsecution or adrﬁiiﬁstrative a;CﬁOﬂ
-Actiqn, which defenses may b§ based in-whole orin partona contention tha’t,
ble Jeopardy Clause in the Fifth Amendment of the Constitution, or under thb

o5 Clause in the E} ghth Amendment of the Constitution, this Settlement barsia

t in such criminal prosecution or administrative action.

Nothing in Paragraph 4 or any other provision of this Agreement CD]JStlT.UtC‘ an

the United States conceming the cha:acteuzatmn of the Settlement Amount for

1
1

e Internal Revenue Laws, Title 26 of the United States Codc.

' . H

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

ttlement Amount received by the Unitcd"Statcs pursuant to this Agreement (ﬁhe
I

=), W1thm a reasonable time after the United States’ recezpt of payment from:the

‘Crcstwood Defendants and CBHI as follows: (a) the Umtr;d States shall pay Relator McK¢nzlci

325,000 and }

Defendants ar

‘Relator McKg

Tune 15, 2000

payments to b

212885016

2elator Swan $54, SSO followmg receipt of the ﬁrst payment by the Crestwodd
1d CBHI as set forth in Paragraph 1(a) above; and {(b) the United States shall pay
qzxe_SSS,OQO and Relator Swan $185,450, tqgether with interest accruing s_m:cc
at 5% simple interest, in pro rata §harcs following the receipt of quarte?ly !

. . i i
e made by the Crestwood Defendants and CBHI over five years, as set forth In

g

K
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) ahave. Relators will provide the United States with electronic funds tm.nsfé:r
L
 allow the Relators' share to be paid by electronic funds transfer. The United

tbe obligate& to pay Relators unless and until the United States receives payment
rwood Defendants and CBHI Should the United States receive less than the full

pount, the United States shall only be obligated to pay Relators their pro rata ishare
. E
In exchange forthe United States’ payment to Relators of the Relators' sharé,

l

artial payment by the Crestwood Defendants and CBHI.

Relators hcrcl?y release and discharge any and ail cialms Relators may have agmnst the Unfted

. States arising
8.

joinﬁy. and se

attorneys' feeg,

atforneys, Th
costs. The Cr
tﬁe Relators' 4
of the Effecti
days ofthe Ef
: Dccémbcr 15,
the rate of fiv
| A
. its agencies, &

and expenses

out of the Aotlon, mcludmg claims pursuant to31 US.C. § 3730(d) a.nd § 3‘7130((:)

Subject to the provisions of Paragraph 10; the Crestwoad Defendants and CBH[

verally agree to -pay to Relators* attorneys Srl,_l 68,103._5 0 for their expenses mr:;d
plus $25,000 for Relator Swan's costs, which sum will also be paid to ?‘:Re}a4ors'
e Relators' attorneys shall disbﬁmc to Relator Swan the sum of $25,000 for hiér
estwood Defendaz;xts and CBHI shall pay this amount by electronic funds tra:isfer to

ittorneys, as follows: (a) 325,000 for costs of Relator Swag within 5 businesg days

re Date; (b) $1,022,495 for attomcys fees on January 4, 2001, or within 5 busmeés ‘

fective Date, whichever is later; (c) 5145, 608.50 for attorneys’ fees on or befbrc

2001, with interest commencing ou-June 15, 2000, and compoundmg 'month!l'y at
. o |

_ _ I
: . [
The Crestwood Defendants and CBHI fully and finally release the United States,
. 7 ‘ - . o * ‘ I;
mployees, servants, and agents fiom any claims (including attorneys' fees, cdsts,

- percent per annum.

pf every kind and however denominated) which the Crestwood Defendants aixd

Mpﬁg

A

(K
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d the settlement shall be nuil and void and without foree or effect and the Ac

. In mn&deranon of the mityal pronnses and obhgations of ﬂns Agxccmcnt,
a

nts and representatives, and any and all persons natural, corpomte or otherwi
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|

|
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serted, could have asserted, or may assert in the fiture against the United StaLes,- its

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

: Concuxrent with the execution of this Settlement Agreement, the Crestwood

d Relators shall execute a Joint Stipulation of Dismissal (the Dismissal) in tﬁe

i
hereto as Attachment D to be submitted to the Court for its approval in accmidﬂnce .
Sions of 31 U.S.C. §3730(b)(1). The Crestwood Defendants and Relators will
) the dismissal of the Action pursuant 10 31 U.S.C. § 3730(b); The Special Master .
. : : E
recommends that the Court approve, this Agreement. In addition, the Specidl

A : T

es, and recommends that the Court approve and enter without modification, the

he form égreed upon between the Cre§tw00d Defendants and Relators and_atéached

: : I
t D. In the event the Court does not approve this Agreement in the form whidh has

pom, ot does not enter the Dismissal in the form which has been agreed upon, this

Hon

Relators, on bchalfof themselves, their he:u's assi gns succcssors, trustccs,

ke in

em or acting in concert with them or any of them, hereby and forever r_clcaSe*;, and
H .

d to have i‘élcascd, and covenant never again to sue or solicit or enicourage ai:i'yone

estwood, Dobbins and CBHI, their past, present and ﬁztm-e parent compames], .

I
i
i
1

| W

Ik
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|
{
1
ivisions, affiliates, predecessors, successors, limited and general partners and joint
i
_ !
r present and former partners, pn’ncipais, members, directors, officers, empldyees,
owWners or agents their lessors, and their managers and licensees (mcludmm .

non in all such capacmes the IHS Defendants and the Sun Defendants, dunb,, the

.
.
1
H

f and from any cla:m made or which could have been made dmmg the coursq of the -

ose entities managed any of the Crestwood facilities under a managcmcut

ed upon, rclated to, or arising out of the acts or omissions rcfmed toor aHeg?.tlons
he Complaint or the Amcnde_d Complaint in this Action, including, but not.li{!nitcd
of requests for Medicare and/or Medicaid reimbursement baséd upon the allgeged

f ADL forms, nunn:num datg sets, and/or any other médical_ or patient reclord %at any
x facilitj,' nursing facility or psychiatric hospital including the Convalesccnti

the Psychiatric Fac:htles owned and/or operated by Crestwood, CBHI, or aub' of
and/or joint venture partn.ezs (either by themselves orby the IHS Defendanﬁ or the
ts through 2 management contract) at any time. In eddition, Relators covenabx and
y Wiil never again sue or solicit or encourage anyone else to sue the C‘restwoc{d
‘BHI or any of the other persans or entmes referred to in this Paragraph 11 m}dcr
state qui tam or ﬁaisc claims sta.tutc ba.sed on any claim of any nature Whatsofcvcr'
,v& agam sue or sohcn‘ or mcourage anyone else to sue the Crcstwood Deferpdants
bt the other persons or entities referred to in this Paragraph 11 under any othe]r

¢ statute or common law based on any claim that the Crestwood Deff:ndanfs, CBHI, A

or managers, or any other such persons or entities have falsified or after the date

of this Agreerhent continned to falsify ADL forms, minimum data sets and/or any other medical

2128685316

A

R
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or patient records at auy of Crestwood’s, CBHI’s or their affiliates’ facilities. Relators [
understand that by signing this Agreement and receiving its benefits they are permanently gmng 5

. ! .
up any right they might otherwise have to pursute any such claims either now or in the futufe, and

|
[ B

they are hereliy giving up that right, unequivacally, irrevocably and without reservation.

Relators and the Crestwood Defendants agree that nothiﬁg,in this Agreement shall be deenjed or

construed fo gffect the right of the Crestwoad Deféndants and/or CBHI to seck reimbursenient,

' indemnity, or contribution from any person or entity not a party to this Agreement.

b. Relators, on behalf of theinselves, their heirs, assigns, successors, trizstées,

i

executors, ag;::nts and representatives, and any and all persons natural, corporate or o&erwﬂse in

l

privity w1th tiem-or acting in concert with them or any of them, hereby and forever reieasci

acquit and dis charge Crestwwood, Dobbms and CBHI, and the:r past, prescnt and future parént

conipani;s, sibsidiaries, divisions, affiliates, predecessors,-successors,-hm.ttcd and gencral;

| partners and joint venturers; their present and former partners, principals, members, directqrs,

officers, employees, stockholders, owners or agents (including, without limitation, in all sv.fch '

capaciﬁes,‘.-Bryan Butr, George Lytal, Mary Lou Glantz, Lori Blackbum); their managex;s ahd
liccnsccg ('mc uding, without limitation, thc THS Defendants and the Sun Defcndants dunng the
time any.of thosc cntmes managed any of the Cmtwood faclhu&s under a. managcment : § _
aMenL But excludmg the Sun Defendants aﬂcr Apnl 1 1997 and, exciudmg the IHS and Sun
Defendants wnh respect to cIaims made agamst them in the state court: action entitled chrrl

Sw: Healthca re Grou_p, Inc., et al., Case No. 99A05347 pendmg in Sacramcnto Supcnor Gourt
(thé State Com't Acaon)), the rcal éstate parhzcrshlps which held title to the real estate and '

improvcmcnt. on which the Faczhtles were or are located (including, vnthout 1nmtatmn, thbu-

212885018 | | ' 10 ' 'Q‘L \&'
o "M
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past, present and future general and limited partners, predecessors, successors, employees J'md

agents); their
cbnductéd or
. assigus, s.uccc
present and fy
Limited and g¢

directors, offi

Insurers, servants, attorneys, and any entity or person identified in any-discovery
proposed in wﬁﬁﬁg (including without limitation, any such individual's hcirsé

5s0rs, trustees, execntors, agents and rcprcscntatives, and any such entiiy's past,
ture parent comﬁ:anies, subsidiaries, divisions, affiliates, predecessors, succeésors

l

nerai pactners, joint venturers, present and former partners, principals, members

adminisﬁ-aton;, attorneys, scrvants, agents and/or representatives of any of the foregoing

individuals of
of the férego:
. (collectively,
unsﬁspectcd,
~ limited to the
False Claims
in any way ug
execution of ¢
claims made
" commenced o
not specifical
Clainis).- Rel:

deemed or cof

212888918

l

. _ : . I

cers, employees, stockholders, owners, or agents); the heirs, executors, l
(

entities; and any and all persons natural, corparate or otherwise in pnvxty wﬂth any
hg individuals arid/or entities or anyone acting in eoncert with them or any ofthcm '
the Rcicésc_:dll’_artics), from any ¢laims known or-un}_mown,.suspcctcd ur.

contingent o‘r non-contingent, arising under federal statute (including but not f

Federgl False Claims Act), state statute (including but pot limited ta the Califfornia
Act, or the California unfair business practices Iaws) or common; law, that ar?E based
on acts, omissions, events or transactions occuning at any time prior to the sta of
his Agreement up to the date of execution of this Agreement, or are based on{ any

:y RcIators or thcxr counsci dunng the course of thls Actmn or on any chscovéry

T proposed or mvestlganon conductéd during the course of ﬂns Action, whetfner or
Y refen-ed to in the Complamt or Amended Complamt (collectwely, the Rele?.sed
uors and the Crestwood Defendants agree that nothmg in this Agxecment sha}l be - .

|
3stmed to affect the right of the Crestwood Defendanr.s and/or CBHI to seek | ;

11.' | | i %

Hpd¥

: /(/,/‘(
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reimbursement, indemnity, or contribution from any person or entity not a party to this

Agreement,

c.

In consideration of the payments being made by the Crestwood

P.

13/59

Defendants. aIild CBHI under Paragraph 8 above, Relators' counsel hereby and forever'rgle'z};se the

Released Parties from any and all of the Released Claims, including, without limitation, aly and

all elaims purguant to 30 U.S.C. § 3730 for attorney’ fees, expenses and costs, the claims réjfcrred

to in subparagraph (b) of this Parag;m‘f;h 11, or based on or similar to any of the claims macﬁe

asserted or thyeatened during the course of this Action. Relators and the Crestwood Dcfcn{iants

agree that nottung in this Agreement shall be deemed or constmed to aﬂ'ect the right of the; '

Crestwood vaenda.nts and/or CBHI to seek reimbursement, indemnity, or coniribution ﬁcr,rn any

person or entity not a pa.rty to this Agreement.

d.

In consideration of the dismissal and the releases bein'g‘ provided by lthe

T

Relators, the {restwood Defendants and CBHI hcrcby and forever releasc acquit aad dxsclparwc

the Rélators their counsel and agents from any claims known or lmkaown, suspected or

unsuspected, contingent or non-contingent ansmg under fcderal statute, state statute, mcludjng

but not limite to the California False Claims Act, Or common Iaw that are based in any- wjay

upon acts, qmssmns, events or transachons occurnng at any time pnor to the datc of cxecv.itmn

of thm Agreement up to the date of execution of this Agreemcnt, or bascd on any clauns made

duﬁng the cot irse of ﬂns Action.

e,

3

1

Rclators their counsc! thc Crcstwood Defendants and CBHI acknowledge

I -

and agree that{the release set forth m this Paragraph llisa gcncral release, Relaiors, theu'I

I

‘counsel, the C:estwood Defendant's_andCBHI cxprv._:ssly waive and asswme the risk of any gmd all

212865816
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!
claims for dainages that exist as of and prior to the date of this Agreement, but of which-thky do

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

otherwise, an

Agreement.

d which, if knciwn, would materially affect their decision to enter into this

s e s

f. Relators, their counsel, the Crestwood Defendants and CBHI hereby

expressly waive and relinquish any and all rights and bcncﬁts that hc she, they or it may hpve

-under California Civil Code Section.1542 or any other applicable state statute of similar ov

oompaxable s}

bstance. Califomia Civil Code Section 1542 provides:.

A GENERAL RELEASE DOES NOT EXTEND TO CLAII\«{S
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS FAVOR AT THE TIME OF EXECUTING

| THE RELEASE, WHICH IF KNOWN MUST HAVE

MATERIALLY AFFECTED HIS SETTLEMENT WITHTHE !
DEBTOR. - : J

* Relatdrs and their counsel expressiy understand and agree that, upon the dismissal thh

 prejudice of tf
ass«:rted, base]

. Crestwood D

ne Action by the Court, no smt may be brought nor may any claim or deman}:l be

d on any of the acts or events or any of thc claims released hereunder, unless the

3

*fendants and/or CBHI breach the payment provmmns of this Agreement :

I o

& The parhes acknowledge that exccptcd from this Agreement, and frdm any
i

and all wan'antzcs, covcnanzs rcprcscntanons and/or reieases that xmght otherwise ex1st in. th15

Agz:eemegt, ar

succsss'ors an

e (1) claims agamst the Sun Defendants and/or the IHS Defcndants and the:r

i/or assigns, for actions and conduct arising out of any facilities other than thpse

owned and/or] Operated at any time by Crestwood, CBEiI or any of their prcdcccssors, manhgcrs

ageuts affilia

assigns, for adtions and conduct arising after April 1, 1997; and (iii) claims against the IHS

21288581.6

es or partuers; (ii) claims against the Sun Defendants, and their successors a@dlor

13
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Defendants zhd their successors and/or assigns, and the Sun Defendants and their successdrs

and/or aséign;, made against them in the State Court Action referred to in Paragraph 11 b.;

above.
12. | Relators agree that this Seftlement between the United States, the Crestwood
: . i

Defendants and CBHI in connection with the Action is fair, adequate, and reasonable undé'r all
: i

the circumstahces pursuant to 31 US.C. § 3730(c)(2)(®B). | |

i

13. | Representations and Warranties by the Relators and their Counsel. The Rciators

reﬁré:sent énd warrant 1o f};g Crestwood De’fe,ndapts and CBHI as of the date of this Agrccxé;cnt
| with imoWIed ge th#t the Crestwood béfendénts and CBHI are relying ﬂlareon, as follows:ii i
- la ‘Thc_: Relators have not assighc;d, transferred or conveyéd, in whole ofr in
patt, any 6ft}peir rights, title or interests in'any and alt claims which are released or intcndéfd to
be released, t9 any person or entity. | ‘ s
| 16 The Relators and their counsel represent that they have not asserted [nor do

ﬁxey have an} ‘prcsent mtennon to assert claims in any fonnm aém:mstratwe, jud101a1 or

otherwise, aﬂé.mst Crestwood, CBHI, Do‘nbms or any of their affiliates, officers, dlmtors,
employees, a.gents or Jcmt venturers, w;th respect toany . matter or claxm referred to in the ;Xcﬁon

| or released mder Paragraph 11, above. In addm on, Relators represent that they are not aﬂara of -
any p‘éxso‘r.z ér enuty that has asserted or has any present mtcntmn to assert any such cla:.ms

| ¢ The Rclators and their counsel represent that they are not and will not

‘solicit, engagf or assxst any thlrd-party in assemng cla:ms in any forum, admxmstrauve, Juﬁma}

or othcrmse bgamst Crestwood, CBHI, Dobbms or any of' thelr aﬁhatcs officers, dzrecto}s,

S ; ' 14 ' , ; '
21288581.68 .
: | — oY ’.’S"
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employees, af

or released ux;
14.

Crestwood D

Agreement, ¢

and in good s

ihis Agreeme

execute, deliv

and release of

berein is cons

15.

electronic fud

 denial of claipns for payment withheld from payment by any Medicare carrier or intcrmcdié'lry or

any State pay

. resubmit 1o a

fgiateg{ to the
_ 16.- ,
Federal Acqu

Security A.ct

A thereunder) in

212085019

SF ""CUTCHEN ETAL NO. 2958

pents or joint venturers, with respect to any matter or claim referred to in the Action
1

der Paragréph 11, above. ' ;

Remesentaﬁons and Warranties by the Crestwood Defendants and CBHL 'l'he.
,L:fendants and CBHI represent and wgrranf to the Relators as of the date of 'thi:s
Jith knowledge that the Relators are relying thereon, as follows:

j

a. Crestwood and CBHI have been duly incorporated and are validly existing
. . ) . " - : I

tanding as corporations under the laws of the State of California as of the daté: qf

nt and ﬂns Agreement is duly executed by Crestwood and CBHI

b. Crestwood, Dobbins and CBHI have all requisite powcr and authonty to

er and pexform their obhgaimns under thxs Agreeme:nt mcludmg the compre'rmse
[ claims, and executmg &us Agreemcnt and undenakmg the oblxganons contained
istent with all duties of Crestwood Dobbins and CBHL

The Sert!emcnt Amount that the Crestwood Defendants and CBEI must pa)é by
ds transfer pursuﬁnt to Paragraph 1 -aho.ve, will nét be decrcgsed as arrcsult os:* &e
) _ i

T, related fo the Action; and thc'Crcstwnod Defendants and CBHI agree not *o ‘

1y Mcdxcarc carrier or mtermedxary or any Statr. paycr any prmously demed ;clmms

Actmn, and agrce not to’ appeal any such demais of cla:ms |

: 'Ihe Cresfwood Defendants and CBHI agree that al] costs (as defined in the!

smon Regﬂauons (FAR) § 31 20547 and in Titles XVI and XIX of the Sc[c:ai
42 U.S8.C. §§ 1395-1395ggg and 1396-1396v and the regulahons promulgatqd

curred by or on behalfof the Crestwood Defendants or CBHI, in connection iNith:

15

1
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(1) the mattes
criminal inve,
Befencian:s 2
. the Govcmm
matters cover,
: _A_Lgreement, a
Govemménh
“Veterans Affai
{hereafler, "
Vaccdunted for]
CBHI will no
' United States
-through any G
t.heVCrestwom
TRICARE, V]
e The C
- date of this A
B iﬁterhiédian&

tmaHowabIe g

|

b

s covered by this Agreement, (2) the Government's audit(s)-and civil and any,;
stigation(s) of the matters covered by this Agfeémcut, (3) the Crestwood

nd CBHI's mvestxgauon, defense and corrective actxons undertaken in respozilse to
ent's sudit(s) and civil and any criminal mvest:gahon(s) in ccnnecnon with tB;e

cd by this Agreement (including attorneys' fees), (4) the negotiation of this f

nd (5) the payments made pursuant to this Agreement, are vnallowable costs io'n
contracts and under the Medicare Program, Medicaid Progmm, TRICARE Prpgram,
\irs Pro gram (V A) and Federal Employccs Health Benefits Program (PEHBPP
1aIiowabI_e costs"), These anallowable costs will be separately estimated and{

by the Crcst{vood Dc_fendants and CBHI,‘ and the C-rcsﬁvdod Defendants- an%i

t charge such unallowable costs directly or iﬁdirectly to any contracts with the

i

or amy state Mcdicaié program, or seek payzﬁ’ént for such unallowable coﬁts |
0st report, cost stat:ement, infonnaﬁori statement or péymcnt rcqucst submittéd by
1 Defendants and CBHI or any of their subsxdlanes to the Medicare, Medzca:#i

A, or FEH:SP programs,
restwood Defendmts and CBHI furth‘c‘r égréc that wiﬁn 60 days c.:f the effg:cgtive

grecment thcy will xdentxfy to apphcable Mcd&cam and TRICARE ﬁscal

3 carners and!or contractors, and Medmmd, VA and PEHBP ﬁscal agents any'

osts (as defined in ﬂns Paragraph 16') mcluded in paymcnts previously sought from

|

the United St:rtcs or any State Medmald ng;ram mciudmg, but not limited to, payments sdught

in any cost re]

by the Crestw

| 212885818

aerts cost statements information reports, or payment requests already submmcd

bod Defendants and CBHI or any of their subsidiaries, and will request, and-qlgree,
. ’ ‘ 1

16 f : | E §%
D /“\A

17
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that such cost reports, cost statemnents, information reports or payment requests, even if alr}zady
settled, be adjusted to account for the éffect of the inclusion of the unallowable costs. Thei
~ Crestwood D ,fendants and CBHI agree that the Umted States wﬂl be entitled to recoup ﬁ'c;m the
Crestwood D .,fendants any overpayment as a result of the inclusion of such unaﬂowable cdxsts on
previously-submitted cost reports, mformauon rcports cc}st statements or requests for payxpent
-Any payments due after the adjust:ncnts havc bcen made shall be pa1d to the United Statesa
pursuant to te direction of the Department of Justice, and/or the affected agencies. The Ifmﬁed
_ States reserves 1;5 rights to disagree with a:;y,qalcuIanons-subn'l_mcd by the _Crestwood :
" Defendants and CB?H or ény of their suinsidiades on-the _eﬁ'eét of i_nclnsién_éf una]lowablcff costs
(as defined irl this Paxagrapﬁ i6) on the Crestwood Defendants and CBH{'S, or .any of thexr‘
subsidiaries’, post reports, cost statcments or m.formatmn Teports. Nothmg in this Agreem;nt

shall constitute a waiver of the rights of the Uruted States to examine or rcexam.mc the

" unallowable qosts described in this Paragraph 16, ;

'
13

- 17. | The Parties do not -reIeas'ekany _cigims against any other persén or entity except as
épéciﬁed herd m | ;
18. | The Crestwood Def&ndants agree that they will not seek payment for any o& the |
health care bi lhngs descnbed in the Actmn ﬁ'om any heai:h care beneﬁclancs or their parcl}lts or . .
' _.s;iqnsbrs_. | T}:t Crestwood Defendants wawe auy causes of action agamst thcse bcneﬁcxan%s or
their parents ¢r sponsors bascd upon the clauxls for payment described in the Action. E
:
19. | Exceptas prowded in Pa:ragraph 8, each Party to t}ns Agreemcnt will bear 1£s own
legal and othdr costs incurred in co:m_cctlon with this: mattm', mcludmg the preparaﬁ_on‘and;

* performance ¢f this Agreement,

212085816 ' : . ; _
: | | | rop /@VL
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by ovemnight delivery service or by facsimile as follows:

212085816

20.

SF."CUTCHEN ETAL

Ifto Crestwood, CBHI or Dobbins:

Ifto tH

and fo

James Severson, Esq ,
Frank Kennamer, Esq.

Three Emnbarcadero Center

San Francisco, California 94111
.Telephone: (415).393-2000
Facsimile: (415) 353-2286

e 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

Ha Swan
552 Redwood Drive
Vacaville, CA 95687

Marilou McKenzie

1 70 De Luz Ct.

Vacaville, CA 95687 -

Ifto th

e United Stateé Goircinmcnt:_
Michael F. Hertz, Esq.

P.O.Box261 . -
Ben Franklin Station

| Washington, DC 20530

Telephone: (202) 514-7179
Facsimile: (202) 616-3085.

McCutchen, Doyle, Brown & Enersen, LLP

U.S. Departiment of Justice

18
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Notice. Any notice required by thié Agreement shall be deemed delivered if sent

-

at a ey e

L e b, —— e w e

+ e ceempn s A ——
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Any Party gy change the address for notice by providing notice to the other Parties as seé forth

above.
21.
' that this Agre
cbmpulsion v
:22: _

matters. A'

23,

_ information gbout this Agreement to the pubhc

24,
that the exclu
under this Ag

: Califomia

25.
supersedes all
except by wn
and re.presgnt.
attorney for aj
rgprésentatio;
reljed on any

26,

Deféndaats ar

12PM

‘| This Agreement constitutes the complete agreément between the Pa:rttcs It

SF-**"CUTCHEN ETAL NO. 2958

The Relators, the United States, the Crestwood Defendants and CBHL reprc;serit

. : : 1
ement is freely and voluntarily entered into without any degreé of duress or ,[
rhatsoever. o

The Parties acknowledge that this-Agreement effects-a_ settlement of djsputéd
Thc Parties agree that the United States may dxsclose thxs Agreement and

This Agrccmcnt is governed by the 1aws of the United States. 'I'he Partzcs agcc
i

sive )unsc}muon and venue for any dispute arising between and among _the Parhes
reement will be the United States District Court for the Eastern District of

|

i
pnor agreements and/or understandings, This Agrcernent may not be amencfcd
ten consent of the Parties. Bach Party to this Agreemcnt acknowled ges, wa:rants

] tha.t othm: than as exp:essly stated in this Agrecmcnt, no other Party agcnt o:

Yy othcr Party and no other person or entity, has made any pron:uscs

s or warranties to induce that Party to enter into this Agreement, nor has auy IParty

such | pronuse_; fepresentation or warranty not expressly stated herein. -
. ) - B i ° ot . - 3

d CBHI Tepresent a_nd warrant that they are aut_hoﬁzéd-by the Créstwbod ;

19

A e A - —————

20

' N e e o , -
‘The undersigned individuals signing this Agreement on behalf of the Crestwood

L P 20759

o
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|
Défendgnts agd CBHI to execute this Agreement. The undersigned United States signatoﬁjkas
represent thatithey are sigﬁng this Agreement in their official capacities and that they are f
- authorized to gxecute this Agreement, ' | | ]
27. | This Agreé.ment may be checu'ted in counterparts and/or facsimile form, eao}: of
which constitites an original and all of which constitute one and the same agreement.

i
28. | This Agreement is binding on all successors, heirs, assigns, and transferees Ibf the

Parties.
29, Destfucﬁon of Documents. Within'ﬁﬁeen (iS) aays after the later of the i;xikai
cash payment|described in i’aragraph 1orthe payﬁlents des_cfibéd m Paragraphs 8(z) and Stb), |
Relators, Rels tors’ counsel and thcir agents 'fnéiuﬁing Wi;hout limitation Dr. Kathryn Loc'qf:teu
~ the ﬁ.rm of Bduman and Rasor, Robert Bauman s.nd Ema Rasor, wﬂl assemble: for feview 'tjy the
Spcéiai Master at the law cﬁices of Packard, Packard & Iohnson, all documents (mc}udmgl all
copies thereof, and all electronic, magnetic or other media) that compnsc include, refer to or
contain (1) confidential information as defined in the Protcctlvc Order entered in the Acnofx that
V{ere pr_oc_iu_cei by thc Crestwood Defendants, the IH‘S Defendants and/or the Sun Dcfendaz}ts
- (except for dccﬁmeqts relating to :aﬁégaﬁons_ a-gainst- the Sun Defeﬁdanw after April 1, 19.9‘:?), )
the work-product of Rclatof_s’ cougsel and agents that ix_a_chid_es .or is derived from conﬁdeu{ml
infocmation ag defined ‘in'thel’.roteét-ivc_o:dcr"cxvi‘térec‘_li'n t:i.w. ﬁcﬁan,_(ﬁi) information reIatiil_g to
thé Fisher matter, including the F:sher banlﬁilptéy, and/or the Hatzard matter, referred to biy
Relators’ comnscl during the Actmn, (4} information relanng to the assets or background oﬂ'
Dobbins and/nt any other oﬁcer, director or empioyee of C’restwood of CBHI and/or (5)

l

information relating in any way to Cre.stwoczd, CBI{[, Dobbins and/or any othcr ofﬁcer, dupv;tor :

| ' 20 | ) | 3
| 242885818 ' A
. i i )

5. QGMK

21
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or employee

Notwithstanding the foregoing, Relators’ counsel may retain their correspondence files,

pleadings filg
Marilou McK

access to the

S NO.2958 | P, 22/59

t

“CUTCHEN ETAL

bf Crestwood or CBHI (all collectively, the “Documents For Destruction”).

s, Confidential Disclosure Statcment, transcripts of the depositions of Ila Swan and
enzie and notes that reflect deposition preparation, thc.“approvedpersons”-libt for

Focume.nt depository, the Matrix of Undisputed.Facts, and such other matters as the

Special MasteLr may déem.necessary for Relators’ counsel to retain to demonstrate the

competence ¢
stored by eled
print out a co
so, will perm;
and/or tapcs..
Documents F
such electrond
supervise the

& Johnson; 1

f their services in the Action. With regard to any Documents For,Dcs&uctimgl
' - . : [
tronic, niagn_etic or qther medjé, Relators, Relato;‘s’ pounsel _and their agents f\%fiil
by of each such document for rev1ew by the Spcﬁd Mﬁ;ter, and, after having dor—ae
enently éf_:lctc all suﬁh rccords from all c;)mputer storage drives, data bases, d:'i'scs '
Relators and their counsel and agents will certify under.'penalty of i:exjur:,i th%at all
pr Destruiction havé been assémbled for revie“; by thc Special Master, and théixt all
caﬂy—stored records have been pcnnanentiy deleted. The Specml Master shaﬂ

shreddmg of all Documents For Dcstructxon at the Iaw offices of Packard Pattkard

rovided that Reélators” counsel may choose to_.return to counisel for the Crestwood

Defendants a
_ supen'ision;
modiﬁeci by
exc’ﬁaﬁgé for

Action referre

- all copies of any niedical/psychiatic records and reports of or régarding Relator Swan in !

* counsel's and/

y or all Documents For Destruction. The cost for the Special Master’s rcviclv and
d for the shmeddcr to bc used, shali be bome by Crestwood. Exccpt as expréssly
is paragraph the Protective Order shall contmuc in ﬁﬂl force and cffect. In |

, dismissal with prejudice as to the C'mstwood chcpdants_ of the State Comt'

d to above, the undersigned counsel for the Crestwood Dcfendant.; agree-to retum

¥

ot their agents” possession, to identify to whom, if anyone, such records were

21

ramm = g by e
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disseminated;
returned. No
CBHI or any

returned cong

i P. 23/59
|

and fo certify under penalty of pegjury all such records and reports have becfz
T {

IPM SE """CUTCHEN ETAL .7 NO.2958

such records are or have been in the possession of the Crestwood Dcfcndant%t,
of their affiliates, officers, directors, agents or employees. The records will tﬁe

urréntly with the filing bf said dismissal of the State Court Action. Failure by the

Crestwood D - fendants, CBHI, their counsel ot agents, or Relators, their counsel or agentsto

comply with

counsel or agE

" the Cout, ¢
30.

and experts a

These confidg

' cor_acixn‘enﬁy

conﬁdentiaht

null and void
31

part of any pr

contrary to an

hese provisions, or any violation thereof by the Crestwood Defendants, CBH}, their

Enis, or Relafors, their counsci or agents, is subject to an enforcement motionibefore -

14
i
B

ludmg an award of attomcys fces to the: prevaxlmg party.

Thc Crcstwood Dcfcnda.nts CBHI and the Relators and their counsel, con&ultants
rree ta certain conﬁdenuahty prowsmus to which the United States is not a pb:rty.
' . . T

entiality provisions shall be contained in a scpa:atc agreement-that shall be e)ifeduted
l

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

y provisions fails or reﬁlses to do sc, this Agreement and the setdement shaﬂibe

i

and vathout fcrce or effect, and the Action shall continue. )
cverablhg: I, after the Effective Bate of t.‘ms Agreement, apy provision ok' any

pvision of this Agreement is for any reason held to be invalid, Imenforccabla or

y publw pohcy. law, statute and/or ordmance, then the retnamder of this

Agreeménit sHall not be affected thereby and shan reriain valid and enforceable

21288581.5

2 5%
i e
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For the United States of America:

DAVID W, OGDEN

!
Assistant Atiomey General, Civil Division |
PAUL L. SEAVE . . %
United States Attorney {
Eastern District of California i
Dated: __ _ ‘ By: | .
- ROBERT TWISS ' .
. Assistant U.S. Attorney :
|
- Dated: : . By _ . : ‘ ' i
' ' POLLY A. DAMMANN :
Assistant Director, |
LAURIE A, OBBR.EMBT \
‘Trial Aftorney
Commercial Litigation Branch
Civil Division
Department of Justice
For Relatorst ' _ ' ' i

Dated: %ﬁ;g g0 | By % ,éaw

‘ Datedésg... é g _,- .

. PACKARD PACKARD & JOHNSON
. Ronald D. Packard, Bsq.
- Von G. Packard, Esq.

| . 4 _ . g _Aﬁomﬁ%ﬁl?rs .
‘Dated: o - ‘ 6—19

Ronald D. Packard, Bsq.

23
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For Crestwnfod Defendants-and CBHI:

AL 0 st e s it sy e

CRESTWOOD HOSPITALS, INC., Defenddnt

kY

Dated: . - ' _ By: : \ : :
A James'M. Dobbixs, Jr.
President

\

, - : l
Dated: | CRESTWOOD BEHAVIORAL HEALTH, ﬂqc

_ By:.

JamesM obbms Jr.o
President -

f
1
3
| i
Dated: - |
James M. Dobbids, Jr. - '

Dated:___ : o -MCCUTCHEN OYLE, BROWN &ENER{SEN
' James chcrson .

. Frank Kennamer, Edq,

Attomeys for Crestwaod

Defendants and CBHI\.

By:

i _.TamAcs,Sg-:vc;son, %q

APPROVEDIA]

Dated:
' Peter M. Doy Esq. ;‘
* Special Master\ _ 5

24

-21268581.8
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' |
~ |

For the United States of America: :
DAVID W. OGDEN

. Assistant Attorney General, Civil Division |

PAULL.SEAVE {

United States Attorney j g

Eastern l)xstnct of California |

e !
Dated: By: i
L _— "ROBERT TWISS ‘
Assistant U.S. Attorney ;

Dated: f/nﬁ_'/o'r' . Jé«@a%@M

POLLY A. DAMMANN - .
Assistant Direstor, E
LAURIE A. OBEREMBT :
Trial Attorney _

* Commercial Litigation Branch
Civil Division _
Department of Justice

For Relatorst

Dated: /%/ ?Q-}/&O

e B s 48 P

| Batad%:‘%( | . _ "

- 'PACKARD PACKARD &JOHNSON
" Ronald D, Packard, Esq.
* Von G, Packard, Esq.

" o ' R | Aitcme sforRelatars
Dated: . | | -_ a

' R_cmaldD Packard, Bsq.

ha e e e e e g B bt A S Wy Ao bt
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For the Unié:d States of America:

Dated: > { l"oﬁll'ba(

- Dated: !/'@*/f'?f_ |

For Relatorst

 Dated; /2@ 2[&0

Dated:

oyt 1SR

DAVID W. OGDEN

Assistanr Attorney General, Civil Division

PAULL. SEAVE
United States Attomey

' Bastern District of California

By: v @'Q-uj\' MTLN‘CA/:;‘_

Byi

ROBERT TWISS ‘
Assistant U.S. Attamey

POLLY A. DAMMANN
Assistant Dlrectnr, -
LAURIE A, OBEREMBT
Trial Attorney

Commexcial Litigation Branch
Civil Division

Department of Justice

. PACKARD; PACKARD & JOHNSON
. Ronald D. Puckard, Bsq.
Von G, Packard, Esq.

mzs for Relatcme

" Ronald D, Packard, Bsq.
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For Crestwood Defendants and CBHI:
CRESTWOOD HOSPITALS, INC., Defendant
pestlzzleo %w ww%,@

ames M. Dobbins, Jr, = ~
President

Dated:_{2. / 22/ | CRESTWOOD BEHAVIORAL HEALTH, INC.

= Sty W / &
Dated: sz.l32[ 0 ()b’l/h-_to %@MJ-‘M 2 _

JamesM Dobbms .Tr

Dated: {¥[1%[60 . MCCUTCHEN; DOYLE, BROWN & ENERSEN
f James Severson, Esq.
Frank Kennamer, Esq.
Attormneys for Crestwood
Defendants and CBHI

(/W

T amezs Severson Esq

APPROVED AND RECOMMENDED BY THE SPECIAL MASTER

" PETERM.DOYLE =
400 Capitol Mall, 11th Fir.
Sacramenio, CA 9581}4

Dated: a - By:

Peter M. Doyle, Esq..
Special Master -
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