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State Attorney General Kamala Harris approved a deal Thursday that 
allows a New York hedge fund to manage Los Altos Hills’ Daughters of 
Charity Health System in what’s considered the largest and most complex 
nonprofit hospital transaction in the state’s history. 
 
The long-awaited deal and the money that BlueMountain Capital 
Management would infuse into Daughters of Charity could save a 
struggling Catholic hospital chain that includes Daly City’s Seton Medical 
Center, O’Connor Hospital in San Jose, St. Louise Regional Medical 
Center in Gilroy and two Southern California hospitals as well as Seton 
Coastside, a nursing center in Moss Beach. 
 
 
Harris put many restrictions on the arrangement, including a requirement 
that four of the network’s hospitals — including Seton Medical Center, 
O’Connor and St. Louise Medical Center — remain as acute-care medical 
centers with emergency services for 10 years. 
 
“This approval includes strong conditions that will maintain the charitable 
purpose of the Daughters of Charity Health System, ensuring that low-
income Californians will continue to have access to critical health care 
services, including emergency, trauma, surgical, and reproductive health 
services,” Harris said in a statement. 
 
Harris’ approval was required by state law. 
 
Daughters of Charity, which has been losing about $150 million a year, 
had been scrambling for a buyer since a deal with a for-profit hospital 
chain in Southern California fell through this year. Harris approved an $843 
million sale of the Daughters chain to Prime Healthcare Services in 
February, but Prime abandoned the bid a few weeks later, saying Harris’ 



terms were too onerous. 
 
The deal with BlueMountain, a $21 billion hedge fund, was penned over 
the summer. Under the arrangement, a BlueMountain entity called Integrity 
Healthcare would manage the hospitals for up to 15 years and pay $100 
million for the option to purchase the system at a certain point. This 
agreement also provides for $180 million in capital improvements for the 
Daughters’ sites. 
 
Daughters of Charity’s name would be changed to Verity Health System. 
 
Between three and 15 years of the agreement, BlueMountain could shift 
from management to ownership. 
 
Harris will require Seton Coastside to operate as a skilled nursing home for 
10 years. St. Vincent Medical Center in Los Angeles would operate as an 
acute care hospital for five years, and all 7,000 jobs at the locations would 
continue with comparable salaries and job duties. St. Francis Medical 
Center in Lynwood (Los Angeles County) would operate as an acute care 
center for 10 years. 
 
BlueMountain said its executives are reviewing Harris’ terms. 
 
Officials from Health Access California, a consumer advocacy group, and 
the labor union SEIU-United Healthcare Workers West, which represents 
some of the chain’s workers, approved of the attorney general’s conditions 
for sale. 
 
“We hope BlueMountain accepts the conditions as a sign of good faith that 
they will be responsible and committed partners with these communities in 
operating these hospitals,” Tam Ma, policy counsel to the group, said in a 
statement. 	


