
NOTICE OF PROPOSED SUBMISSION 

AND REQUEST FOR CONSENT BY 

METHODIST HOSPITAL OF SOUTHERN CALIFORNIA 

IN CONNECTION WITH ITS AFFILIATION AGREEMENT 

WITH 

USC HEALTH SYSTEM 

PREPARED FOR THE OFFICE OF THE ATTORNEY GENERAL 

CALIFORNIA DEPARTMENT OF JUSTICE 
CHARITABLE TRUSTS DIVISION  

NOVEMBER 18, 2021 



Partner 

 

4851-4094-7946.8 
 

 

 

 
November 18, 2021 

Via Messenger Service 

Office of Attorney General 
Healthcare Rights and Access, California Department of Justice  
1300 I Street, 12th Floor 
Sacramento, California 95814 
 
Attention: Neli N. Palma, Supervising Deputy Attorney General 

Re: Methodist Hospital of Southern California and USC Health System: Written Notice 

and Request for Attorney General Consent to the Affiliation (Corp. Code § 5920 / 

11 C.C.R. 999.5).  

Dear Ms. Palma: 

This letter and all attachments hereto shall serve as written notice (this “Notice”) to the 
Office of Attorney General (the “Attorney General”) of the proposed affiliation (the 
“Affiliation”) of Methodist Hospital of Southern California, a California nonprofit public 
benefit corporation (“MHSC”) and USC Health System, a California nonprofit public benefit 
corporation (“USCHS”), and a request for written consent from the Attorney General for 
approval of the Affiliation. 

California Corporations Code Section 5920 requires that any nonprofit corporation that 
operates or controls a health facility, as defined in Section 1250 of the Health and Safety Code, 
provides written notice to and obtains the written consent of the Attorney General prior to 
entering into any agreement that transfers control, responsibility, or governance of a material 
amount of assets or the operations of the nonprofit corporation to another nonprofit corporation. 
Pursuant to these requirements, MHSC, as a nonprofit corporation that operates a health facility, 
provides this notice to obtain the Attorney General’s written consent prior to the finalization of 
the Affiliation. 

MHSC and USCHS have entered into an Affiliation Agreement (the “Affiliation 
Agreement”) under which USCHS will become MHSC’s sole corporate member and 
accordingly, MHSC will become a part of USCHS’s integrated healthcare delivery system, 
creating new opportunities for service growth and investments in expanded access across the 
Greater San Gabriel Valley region.  The Affiliation reflects the long-term goals of both 
organizations to provide innovative and high-quality care, improve patient experience, and 
deliver greater affordability and accessibility to health services. 
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As addressed below, this letter summarizes the events leading up to and the significant 
terms of the Affiliation. Section I provides an introduction to the parties. Section II describes a 
chronology of the developments during the negotiations of the Affiliation and material terms of 
the Affiliation. Finally, Section III includes the anticipated timing, culminating in the closing of 
the Affiliation. 

I. BACKGROUND INFORMATION 

Methodist Hospital of Southern California. MHSC is a nonprofit public benefit 
corporation that owns and operates a 348-bed licensed general acute care hospital, located at 
300 W. Huntington Drive, Arcadia, California, 91007, which serves the Greater San Gabriel 
Valley. As a full-service community hospital, MHSC remains dedicated to providing high-
quality health services while caring for each patient’s emotional and spiritual needs, and 
enabling patients to achieve health for life through its holistic approach to healthcare and wide 
range of inpatient health services. 

USC Health System. USCHS is a nonprofit public benefit corporation and wholly-owned 
subsidiary of the University of Southern California (“USC”). USCHS was organized to provide 
medical care to patients in Los Angeles, as well as focus on academic excellence, research, and 
clinical care through its network of hospitals and multispecialty outpatient clinics. USCHS 
functions as an integrated parent organization that supports various healthcare organizations, 
and is the sole corporate member of Keck Medical Center of USC, which includes two general 
acute care hospitals, Keck Hospital of USC and USC Norris Cancer Hospital, and is the sole 
corporate member of USC Verdugo Hills Hospital, which operates a general acute care hospital 
named USC Verdugo Hills Hospital. These organizations collectively cover a broad service area 
in Southern California and offer a full complement of inpatient and outpatient services within 
the larger health system. 

II. NEGOTIATIONS AND SUMMARY OF SIGNIFICANT TERMS 

MHSC’s Selection of a Strategic Partner.  

MHSC recognized that, in order to operate as a sustainable organization into the 
future, it would be in MHSC’s best interest to increase MHSC’s ability to maintain access to 
health services, develop higher quality services, and expand the reach of its operations. By 
mid-2018, the MHSC Board of Directors (the “MHSC Board”) instructed MHSC’s 
management to engage in a deliberative evaluation of potential partnerships that would 
provide clinical expertise and resources, ensure financial stability, and enable MHSC to 
pursue its goal of delivering clinical excellence to its community into the future. 

By doing so, MHSC sought to safeguard against a reduction in the availability or 
accessibility of its health services and simultaneously, remain committed to maintaining its 
mission of providing high quality health services to the Greater San Gabriel Valley that 
MHSC has served for 64 years. Specifically, MHSC sought a strategic partner that would work 
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to secure MHSC’s future as a full-service community hospital, to provide MHSC with access 
to additional clinical resources, and to remain relevant in the shifting marketplace. 

MHSC did not undertake a formal process for Requests for Proposals. Instead, the 
MHSC Board considered different strategic partners that senior management presented as 
potential opportunities for affiliation. In particular, senior management and the MHSC Board 
focused on the potential for an affiliation with a nonprofit health system with existing 
infrastructure that would provide clinical expertise and resources, ensure financial stability, 
and enable MHSC to pursue its primary goal of delivering clinical excellence to the Greater 
San Gabriel Valley for decades to come. The MHSC Board sought to ensure that the hospital 
remains well-positioned to achieve this goal. To aid in its evaluation, the MHSC Board 
authorized the formation of an affiliation subcommittee (the “Affiliation Committee”), which, 
along with the MHSC Board, evaluated potential strategic transactions that would preserve 
and strengthen MHSC’s legacy as a community-focused, full service hospital serving the 
Greater San Gabriel Valley. The MHSC Board reviewed various potential partners, yet such 
discussions did not move forward as a result of organizational and cultural differences, or 
because of the other party’s disinclination to move forward.  

Discussions with USCHS and Selection of USCHS as MHSC’s Strategic Partner. 
Ultimately, after engaging in confidential discussions with other potential partners, MHSC 
began discussions with USCHS, and based upon similar culture, vision, and goals for the future, 
these discussions did move forward. By October 2020, the MHSC Board and Affiliation 
Committee identified USCHS as the ideal health system with which MHSC should affiliate. 
More specifically, the MHSC Board concluded that the proposed Affiliation with USCHS 
would have significant advantages, including: (1) new opportunities for growth and innovation 
through participation in a health system focused on common interest and need; (2) the ability for 
MHSC to gain access to significant clinical and research resources available at USCHS; and (3) 
expansion and strengthening of local health services through USCHS support of MHSC’s 
existing and future clinical capabilities. Further, during the parties’ discussions and 
negotiations, USCHS reinforced its commitment to the strategic development and growth of 
MHSC, and its investments in the Greater San Gabriel Valley and across the region, while still 
preserving MHSC’s community-oriented legacy in providing for the health needs of Greater 
San Gabriel Valley residents. By integrating MHSC’s community network within the regional 
USCHS system, MHSC and USCHS believe they will be well-positioned to create new 
opportunities for service growth, address the evolving healthcare landscape and more 
effectively engage with local communities and underserved populations. 

Entrance into Letter of Intent. On January 22, 2021, MHSC and USCHS executed a 
Non-Binding Letter of Intent (“Letter of Intent”), which describes the key elements of the 
proposed transaction. The MHSC Board determined that an affiliation with USCHS, as reflected 
in the Letter of Intent, would result in an increase in comprehensive, personalized care for 
patients of the Greater San Gabriel Valley, while improving access, convenience, and the 
quality of each patient’s experience, combating traditional drivers of health disparities, making 
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health and wellness available across all populations, and advancing the mission of MHSC. In 
accordance with the Letter of Intent, MHSC’s officers, along with MHSC’s legal counsel, under 
the oversight of the MHSC Board, proceeded with the negotiation of a definitive Affiliation 
Agreement and related documents to effectuate the transaction. 

Entrance into the Affiliation Agreement. On October 11, 2021, MHSC and USCHS 
executed the Affiliation Agreement. The Affiliation Agreement provides that USCHS will 
become the sole corporate member of MHSC, resulting in the development of an integrated 
academic and community-based network of care for the purpose of advancing accessibility and 
quality of care, and furthering charitable activities to support improvements in healthcare 
delivery in the Greater San Gabriel Valley. MHSC will retain all of its assets and liabilities 
under the Affiliation. MHSC and USCHS will continue to provide the full scope of reproductive 
health services after the Affiliation as are available currently. Moreover, all endowment and 
donor funds will remain unchanged as to both control and charitable use. A more detailed 
summary of the Affiliation Agreement is provided for in Section 999.5(d)(1)(A) of this Notice 
and the full Affiliation Agreement with all Schedules and Exhibits is included as Exhibit 1 to 
Section 999.5(d)(1)(A).  

In order to facilitate the Affiliation, MHSC’s current corporate membership, which 
consists of members serving on the MHSC Board and thirteen nominees appointed by the 
Executive Committee of the United Methodist Women, California Pacific Conference 
(collectively, the “MHSC Members”), will be removed and USCHS will become the sole 
corporate member of MHSC. This will be effectuated at the closing of the Affiliation 
Agreement, through the amendment and restatement of MHSC’s Articles of Incorporation and 
Bylaws. A more detailed summary of this is provided for in Section 999.5(d)(1)(A) of this 
Notice and the full Affiliation Agreement with all Schedules and Exhibits (including the 
proposed amended and restated MHSC Articles of Incorporation and MHSC Bylaws) is 
included as Exhibit 1 to Section 999.5(d)(1)(A). 

III. TIMING AND ANTICIPATED CLOSING 

Timing and Anticipated Closing. The parties executed the Affiliation Agreement on 
October 11, 2021. This Notice and request for approval by the Attorney General, the filings 
pursuant to the Hart-Scott-Rodino Antitrust Improvement Act of 1976, and other consents 
necessary to close the Affiliation, as required under the Affiliation Agreement, are ongoing at 
this time. Pursuant to the Affiliation Agreement, the closing of the Affiliation shall occur upon 
satisfaction of each party’s respective closing conditions, which we expect to occur during the 
second calendar quarter of 2022. 

Anticipated Post-Closing Events. Through the Affiliation, both organizations seek to 
build a stronger infrastructure for serving patients, pursuing innovations in healthcare, and 
advancing their charitable missions. The parties have no plans to change, nor do they believe the 
Affiliation will adversely impact or reduce, current hospital staffing, medical staff composition, 
clinical departments or services, or community benefit programs. By creating an integrated 
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delivery system, MHSC and USCHS believe that the Affiliation will allow both parties to work 
cooperatively to adapt to the changing healthcare environment and best serve their communities. 
We remain hopeful that the Attorney General will provide written consent to the Affiliation as 
described above.  

We are prepared to provide any additional information or documentation which you may 
require. Please feel free to contact me at your convenience. We appreciate your consideration of 
this request and look forward to your response.  

Sincerely, 

 
Jill H. Gordon 
Partner 
  
JHG:ab 
 
Enclosures 
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