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OPERATING AGREEMENT

THIS OPERATING AGREEMENT (“Agreement™) is made and entered into on
this 27th day of December, 2019, between the Kenai Peninsula Borough, an Alaska
municipal corporation, hereinafter referred to as “Borough,” “KPB” or “Owner,” 144
N. Binkiey Street, Soldotma, Alaska 99669, and South Peninsula Hospital, Inc., an
Alaska nonprofit corporation, hereinafier refetred to as “SPHI or “Operator,” 4300
Bartlett Street, Homer, Alaska 99603,

WHEREAS, the Borough established and the voters approved the South Kenai
Peninsula Hospital Service Area, hereinatter referred to as the “Service Area,” to assure
residents that hospital services would be provided within its boundaries; and

WHEREAS, through tax levies and revenugs generated within that service area
the Borough has leased, constructed and acquired healtheare facilities located in Homer,
Alaska to meet the needs of the residents; and

WHEREAS, the Borough provides for the operaticn of South Peninsuls Hospital
and other facilifies, hexeinafier referred to as the “Medical Facilities,” through the
authority granted by the voters of the South Kenai Peningula Hospital Service Area; and

WIIEREAS, the Medical Facilities have been administered by SPHI under a
series of lease and operating agreements between the Borough and SPHI, the last of
which expires on December 31, 20109; and

WHEREAS, the Borough and SPHI desire to enter into a new agreement for the
management and operation of the Medical Facilities and for SPHI, operating as a non-
profit corporation, te operate the Medical Facilities for nonprofit hospital purposes to
ensure continped availability of health care services and facilities for Service Area
residents and visitors, as authorized by KPB Ordinance 2019-32 (approving execution
and delivery of this Agreement); and

WHERFEAS, the parties agree that SPHI shall endeavor to operate the Medical
Facilities on a self-supporting basis while preserving the same or a better level of service
as was previously provided to the residents of the Service Area; and

WHEREAS, the parties agrec that the Borough shall retain all powers incident to
ovmership of the Medical Facilities;

NOW THEREFORE, in consideration of mutual covenants contained hergin the
parties agree as follows:



1. PRIOR AGREEMENTS SUPERSEDED. This Operating Agreement
(“Agreement”} supersedes and replaces the existing Sublease and Operating Agreement
with an effective date of January 1, 2014, and all other prior agreements concerning the
use of the real property and improvemeats thergon described in this Agreement or the
operation and management of any or all of the Medical Facilities, excepl for the Sublease
Agreements described in paragraph 2.b and all amendments to those Agreements. In
addition to compliance with this Agreement, SPHI covenants to continme to comply with
those Agreements, which are integrated into this Apgreement.

2, AGREEMENT TO OPERATE AND MANAGE MEDICAL
FACILITIES; AUTHORIZATION TC CONTINUE OTHER AGREEMENTS;
LEASED FACILITIES,

a. Agreement to Operate and Manage Medical Facifitics. The Boreugh
heseby contracis with SPHI to operate and manage the property described in attached
Exhibit A, including all fixtwres and appurtenances thereto (hereinafter referred to
collectively as the “Medical Facilities”) for the term of this Agreement and any
extension thereof for the Borough consistent with the terms and conditions of this
Agreement.

b. Authorization to Continue Apreements for Certain Facilities. SPHI is
hereby authorized to continue subleasing, managing and operating facilities under the
following agreement subject to approval by the City of Homer:

Sublease Agreement between SPHI and Veteran's Administration originally
dated October 1, 2009 and amended September 27, 2019.

C. Leaged Facilities. The Borough leases the property described in attached
Exhibit A to SPHI for the term of this Agreement and any exiension thereof. SPHI shall
pay the Borough a lease payment in the sum of one dollar ($1.00) per year to lease the
property described in this Agreement. Such payment shall be due in full on or before
the 1% day of January 2020 for the first 10-year period. If the contract is extended, the
payment for the extended term shall be due and payable on January 1* of the first year
of the new term.

The Borough warrants that it has good and marketable title to the Medical
Facilities it owns free and clear and leases to SPHI as described in Exhibit A, paragraph
a, subject only to encombrances of record prior to the effective date of this Agreement.

The Parties further acknowledge that the sublease of the portion of property
owned by the City of Homer, described in Exhibit A at paragraph a, to SPHI is subject
to consent by the City of Homer, which consent may nol be unreasonably withheld. The
parties agrec to cooperate in seeking such consent upon execution of this Agreement.



3. PROVISION OF SERVICES, SPHI sgrees to operate and manage for the
benefit of the Borough and residents of the Service Area the Medical Facilities described
in this Agreement. SPHI agrees that so long as this Agreement is in effeet it will
continuously operate and manage the Medical Facilities as a duly licensed hospital,
skilled nursing facility, or health care facilities, as applicable, under Alaska licensing
laws and in accordance with all applicable state and federal laws, regulations and rles
goverming hospitals, skilled nursing and other facilities as applicable, and in accordance
with the tenns and conditions of this Agreement. In addition, SPHI may provide any
other health service and operate any other health facility for the Service Area, to the
extent that such services and/or operations of other health faciliies are authorized or
otherwise approved as provided in paragraph 25.d of this Agreement.

All services provided by SPHI under the terms of this Agreement, excepting other
SPHI business activities described in paragraph 24.d. of this Agreement, shall be limited
in scope to the services that the Borough is legally authorized to provide through the
Service Area.

If authorized, by the Borough mnd by law, these services may be provided either
directly or by contract, and shall be provided in accordance with this Agreement and all
applicable state and federal laws, regulations and rules governing such health services
of health facilities. If SPHI enters into a contract with an independent contractor to be
the exclusive provider of any program or service, then the contractor shall be required
to compiy with all applicable terms and conditions of this Agreement,

4. TERM., This Agreesmemt shall be in effect from January 1, 2020, to and
inchiding December 31, 2029, unless tenninated earlier in accordance with the
provisions of this Agreement. By mutual agreement of the parties this Agreement may
be extended for an additional period, not to exceed five years. If no notice of termination
has been given or no agreement to extend has been signed before December 31, 2028,
then 3 five-year extension of this ierm shall be deemed to have been agreed upon. The
terms of the Agreement for the additional five-year extension period shall be the same
as this Agreement, with all amendments, unless the parties negotiate new terms before
the effective date of the extension, January 1, 2030, and document those new terms in

writing.

3. NOTICES. All notices, reports or documents or other communications
required or authorized to be given by one party to the other party to this Agreement shall
be in writing and delivered personally or by depositing the same in the United States
mail, postage prepaid, certified, return receipt requested, and addressed to the parties as
hereinafter provided, or by either email or facsimile transmission (“fax™) with advance
telephonic notice and a hard copy sent by first class maik;



FOR THE BOROUGH: FOR SPHI

Mavor President, Board of Directors
Kenai Peninsula Borough SPH1

144 N. Binkley Street 4300 Bartlett Street

Soldoma, AK 99669 Homer, AK 99603

Email; ¢piercefkpb.us Email: dgroesbeck{@sphosp.org
Fax # (907) 714-2377 Fax # (907} 235-0253

Notice shall be effective upon the date of personal delivery or, if mailed, upon
the date of delivery as shown by certified recerpt or, if sent via fax or email, upon the
date of receipt of the fax or email The Borough Mayor shall be responsible for
forwarding any such netice, report or document to the South Kenai Peninsula Hospital
Service Area Board (“SAB”), other interested Borough boards, Borough departments,
or any other appropriate individugl or agency for consideration or action. The President
of SPHI shall be responsible for forwarding any such notice, report or document to the
SPHI Board members, chief executive officer, or any other appropriate individual or
agency for consideration or action.

6. COMMUNICATIONS WITH BOROUGH. SPH! shall provide the
following information and reports to the Borough Contract Administrator, the SAB
Chair and the Borough Finance Director:

a. A written monthly financial report which shall include 2 balance sheet, a
statement of cash flow, an income statement, and operating statistice substantially in the
form attached hersto as Exhibit B;

b. A written quarterly activity report, which shall include alt the iterns as set
forth in the monthly financial report, plus a statement of activities, issues and events,
which shall in addition be omally presented by a representative of SFPHI to the SAB and
then to the Borough Assembly;

C. An Ammunat List complying with reporting requirements set forth in
paragraph 10 of this Agrecment; and

d. All other notifications in accordance with this Agreement.

In the event that SP'HI is ne longer required by the IRS to complete a publicly
avatlable Form 920, SPEI shall notify the borough in writing at the time of the change.
The borough may then require additional reporting of relevant information previously
available on Form 990. SPHI shall clearly identify all such information it considers fo
be proprietary or privileged or confidential, To the extent allowed by law, the Borough
shall treat such information as proprietary, privileged or confidential.



Unless otherwise provided herein, (i) monthly reports shall be delivered within
60 days after the end of the month; {ii) quarterly reports shall be delivered within 60
days after the end of the quarter; and (i} annual lists shall be delivered on or before
March 1% of each year, Additionally, SPHI’s representatives shall make reasonable
efforts o meet at least quarterly with the Borough Contract Administrator to discuss any
concerns by either party, the current status of ongeing projects and upcoming plans for
the Medical Facilities. The parties recognize that such meetinps are subject to the
protections for records and information of SPHI’s business plans as provided in this

Agreement.

7. UTILITIES. SPHI shall be responsible for and ensure the payment of all
the utilities necessary to operate the Medical Facilities, including, but not limited to:
electricity, heat, water, sewer service, garbuge collection, snow removal and sanding,
and telephone/internet service.

8. TAXES; COOPERATION ON BOND FINANCING; TAX-EXEMPT
STATUS,; SAFE HARBOR COMPLIANCE.

a. Taxes. SPHI shall be responsible for and shall ensure payment before
delinquency all governmental taxes, assessments, charges or liens assessed during the
term of this Apreement against any leasehold inderest or property of any kind or income
or sales of any kind by SPHI related to this Agreement.

b. Cooperation on Bond Financing, SFHI acknowiedges that the Borough
has issued, and may issue bonds during the tenm of this Agreement {together, the
“Municipal Bonds™), the proceeds of which have been, or may be, used to finance
component parts of the Medical Facilities. The Borough has, and may in the future,
determined fo issue such Municipal Bonds on a tax-exempt basis pursuant to the Internal
Reverue Code of 1986, as amended from time to time (the “Code™). As a means to
ensure Municipal Bonds issued by the Borough on a tax-exempt basis remain tax exempt
under the Code, SPHI agrees to cooperate with the Borough to ensure compliance with
all rules and regulations applicable to suck Mumicipal Bonds, including the Code,
Treasury Regulations, revermue procedures and or other written rulings of the Internal
Revenue Service and relating to permitted management contracts, including Rev, Proc.
2017-13 (if epplicable), as the same may be modified, amplified, supeweded, and
interpreted by the courts and Internal Revenue Service. Such cooperation by SPHI may
inclade cerifications and opmions related to the management and operation of bond-
financed compomnent parts of the Medical Facilities.

<. Tax-Exempt Status. SPHI shall not take any action which would endanger
its ability 10 obtain and maintain its statws as an organization exempt from Federal
income taxation under Section 501(c)(3) of the Internal Revenue Code of 1986, as
amended, or any successor or simitar provision. SPHI covenants that it will not operate

5



the Medical Facilities in any way or engage in any activity that might reasonably be
expected to canse any of the Borough bonds to lose their tax-exempt status, both existing
Municipal Bonds and Mimicipal Bonds that may later be issued during the term of this
Agreement,

d. Safe Harbor Compliance. The parties intend this Agreement be construed
as a management contract for federal income tax purposes generally, and specifically in
relation to any Municipal Bonds issued on a tax-exempt basis under the Code. The
parties intend that this Agreement comply, and that in its performance of this Agreement
SPHI comply, with all safe harbor conditions established by the Code, Treasury
Regulations, 1evenue procedures or other written rulings of the Internal Revenue
Service, including in Rev. Proc. 2017-13 {as applicable), as such conditions now exist
or may hereafter be amended, under which an arrangement for services for management
and operation of Medical Facilities owned by the Borough is characterized as a
management contract for federal income tax purposes. The parties intend that this
Agreement, and SPHT's performance under the terms of this Agreement, do not resuit
in private business use of properiy financed with goveramental tax-exempt bonds under
§ 141{b) of the ntemal Revenue Code or cause the modified private husiness use test
for property financed with qualified 501(c)(3) bonds uader § 145(2)(2)(B) to be met.
The parties apree that this Agreement shall be interpreted and construed in a manner
consistent, and comply, with all safe harbor conditions relating to tax-exempt Municipal
Bonds issued or to be issued, including Rev. Proc. 2017-13 (as applicable), as such
conditions now exist or may hereafter be amended, and the parties agree to take such
actions as are necessary 1o construe and adminisier this Agreement consisteni with such
compliance. [n the event any federal court or the UI.S. Department of the Treasury,
internal Revenue Service determines that any portion of this Agreement is not in
compliance with such safe harbor condition or conditions, then the parties immediately
agree to fake any such actions as are necessary to ensure compliance with the applicable
safe harhor condition or conditions, If the parties are nnable to reach an agreement on
the manner of compliance within thirty (30 days, then such compliance, and the manner
of such compliance, shall be in the sole discretion of the Borough.

9. SUPPLIES, MATERIALS AND INVENTORY.

a. Use of Existing Supplies. Materials and Inventory. During the tenm
of this Agreement, all supplies, materials, and inventory located in or on the Medical
Facilities shall be subject to the control, consumption, disposition and replacement by
SPHI for use solely for services provided under this Agreement.

b. Repair or Replacement. Supplies, materials and inveniory that
need to be repaired or replaced will be repaired or replaced by SPHI if necessary for the
operation and management of the Medical Facilifies, At the termination of this



Agreement, replacement supplies, materials, and inventory shall remain the sole
property of the Borough or its successors or assigns, if any.

C. Purchaging Procedures. All purchases made by SPHI shall be done
in accordance with SPHI corporate and operational policies related to purchasing and in
coordination with the Borough Purchasing and Contracting Director pursuant to
paragraph 9d). These policies shall establish and follow competitive procedures for
purchases above a threshold set by the SPHI board, and these policies shall be available
to the public. SPHI shall provide copies of npdated policies annraily, in accordance with

reporting requirements set forth in paragraph 10 of this Agreement,

d.  Coordination with Borough Purchaging and Contracting. SPHI
shall coordinate its purchases with other borough entities and organizations by
communicating regutarly with the Borough Purchasing and Condracting Depariment o
develop compatible and standardized supplies and egquipment and to save expenses
through bulk purchases. Additionally, it shall coordinate with emergency service
providers to ensure compatible ¢quipment is acquired to the extent feasible.

e. Group Purchasing Organizations. SPHI is specifically awthonzed
toc purchase supplies, materials, equipment and inventory from group purchasing
organizations (“GP05"} such as Intalere, or other GPOs, their successors or assigns,
provided such purchases are otherwise anthorized by this Agreement. It is understood
and agreed that exclusive healih care service providers hired or contracted with by SPHI
pursuant t0 this Agreement are nof required fo comply wiih this provision unless
otherwise stated in the contract between SPHI and the provider. Finally, SPHI, per the
existing business practice, agrees to communicate and cooperate with the Borough
Purchasing and Contracting Director on all purchases made that will require Borough
Assembly approval.

f. Disposal. Disposal of any supplies, materials, inventory, and
equipment that are owned by the Borough and that are surplus to the needs of the
Medical Facilities shall be made in accordance with the Borough Code requirsments for
disposal of surplus property. Net proceeds from the sale of surplus properiy shall be
used by SPHI to pay for costs of operating and maintaining the Medical Facilities.
Nothing in this provision shall be construed to confer owneiship of such assets or funds
upon SPHI. All disposals of hazardous substances shall be in accordance with applicable
local, state, and federal laws and regnlations. Proceeds from the sale of items funded
with gifts or grants shall be distributed in accordance with the donor’s intent or grant
requirements, 4% applicable, If the intent of a donor cannot be determined, then proceeds
shall be used by SPHI for the operation and maintenance of the Medical Facilities.



10,  ANNUAL LIST REPORTING REQUIREMENTS.

a. Annual Report Deadline. On or before March 1 of each year, SPHI shall
provide an updated Hospital Assets Schedule, Annual Projects List, Property Lease List,
Purchasing Policies List, the Risk Management Report, and the Changes in Services 10
thc Borough Contract Administrator and the Borough Purchasing and Contracting
Director.

h. Hospital Assets Schedule. The updated Hospital Assets Schedule shall
include reportable Capital Infrastructure Assets and reportable Major Moveable
Equipmeni Assets as defined in sections 11.a.i and 12.a.i of this Agreement. At a
minimim, the updated Hospital Assets Schedule shall list the reportable assets, and
mchide the location, and remaining useful life of each asset.

c. Annual Project List. The dnmual Preject List shall incliude reportable
proposed Maintenance Projects, Major Moveable Equipment Purchases, and Capital
Improvemnents as defined in peragraphs 11.a.0i, 12.a.ii, and 13.a.i of this Agreement, At
a minimum the Annual Profects List shall include a description of each project, the
project schedule, and the estimated cost. All projects must be categorized by property
and/or building location.

In the event that reportable projects that are not included in the Anrual Projects
List gre identified and approved by SPH1’s board of directors, SPHI shall provide written
notification to the Borough Contract Administrator and the Borough Purchasing and
Contracting Director upon SPHI board approvat.

d. Property Lease List. The Property Lease Lisi shall include a list of all real
property leases, regardless of lerm length or cost, and of all other operating and capital
leases with terms greater than one year. This shall apply io all leases entered into by
SPHI as lessee or lessor. At a minimum, the list must identify the leased property
(imcluding the address or legal property description), lessor/lessee, term, and cost. SPHI
shall provide copies of any leases related to the services provided under the terms of this
Agreement upon request by the Boreugh Contract Administrator,

€. Purchasing Policies List. The Purchasing Policies List shall include a list
of all corporate and operational policies related 1o purchasing, and shall include copics
of all such updated policies.

f. Risk Management Report. SPHI shall provide annuwat reports to the
Borough Administrator and Human Resources Director describing SPHI’s Risk
Management program as described in paragraph 23.




g. Change in Services. Any change in the level or type of services provided
shall be included in the Annual List and as a part of the quarterly report of such changes

ag required in paragraph 25.b.

11.  MAINTENANCE AND REPAIR. SPHI shall perform alt work necessary
within its authority, and shall advise the Borough Contract Administrator and the
Borough Purchasing and Contracting Director as soon as reasonably possible of other
projects it deems necessary, to maintain the Medical Facilities in reasonably safe
condition and in good repair and operating condition thromghoui the term of this
Agreement, in accordance with the requirements of this paragraph. SPHI shall be
responsible for all maimtenance and repair of the Medical Facilities, including the
vpkeep and maintenance of the Medical Facilities and the walkways, roads and grounds
of the Medical Facilities subject to the following terms and conditions in this
Agreementi. For the purposes of identifying and evaluating capital infrastructure assets
covered under this Agreement, SPHI shall use the gnidelines in the American Hospital
Association ("AHA”), Estimated Useful Lives of Depreciable Hospital Asseis, Revised
2018 Edition (“AHA Estimated Useful Lives™).

a.  Minor and Major Maintenance Reporting and Communication

i For the purposes of this Agreement, reportable capital
infrastructure assets are defined as all capital infrastructure assets
located in the Medical Facilities that are included in Part 1 of the
AHA Estimated Useful Lives with a projected useful life in excess
of eight (8) years. All such assets must be included on the annual
Haspital Assets Schedule. The Borough Contract Administrator
may choose to waive reporting requirements for any asset or allow
identifieation of reportable components as a composite asset.

ii. For the purposes of this Agreement, reportable maintenance
projects are defined as Minor Maintenance Projects with a cost in
excess of $100,000 and all major maintenance projects.

iii. Major maintenance is defined as the renovation or replacement of
any capital infrastructure asset on the Hospital Assers Scheduls,
Minor Maintenance is defined as the renovation or replacement of
assets listed under Part | of the AHA Estimated Usefu! Lives with
a projected useful life of eight (8) wears or less. Reportable
maintenance projects must be included on the Annual Projecis List.

iv. SPHI shall notify the Borough Contract Administrator and the
Purchasing and Contracting Director in writing prior 1o
commencing any work on any reportable maintenance project, as
defined in paragraph 11.a.ii of this Agreement, which is managed
by the SPHL.



b. Minoer and Major Maintenance Appreval and Management

i. SPHI must follow all reporting and notification requirements
before commencing with a minor or major maintenance project. In
the event that maintenance needs are identified and not included on
the Annual Project List, any reportable projects as defined in
paragraph 11.aii of this Agreement must be reported to the
Borough Contract Admimistrator, and SPHI may not commence
Major Maintenance Project work unless authorized to do so in
writing by the Contract Administrator. The Borough will provide a
response to SPHI's requests for approval of Major Maintenance
Proiects within 14 calendar days of submittal of the Annual Project
List or submittal of projects that are identified after the submittal
of such list.

il. The Borough may in its sole discretion manage any Major
Maintenance Projects or may give written authorization to SPHI to
do so. The Borough reserves the right to require SPHI to provide
written submittals for approval by the Borough Purchasing and
Contracting Department on components, equipment, and material
to be used in any Major Maintenance Project. Reportable Minor
Maintenance Projects included in the Maintenance Projects List do
not require Borough approval.

iii. The Borongh may require, within ong year of notification to SPHI
to undertake major mairtenance as it degms necessary and
appropriate to maintain the Medical Facilities in good conditicn,
subject to the availability and, if necessary, appropriation of funds
to finance such major maintenance,

12. MAJOR MOVABLE EQUIPMENT PURCHARSES

a.  Major Movable Equipmeént Repotting and Communication
1. For the purpose of this Agreement reportable Major Movable
Equipment Assets include all equipment identified in the AHA
Estimated Useful Lives, under Table 8, Diagnostic and Treatment
Departments, and exceeding $250,000 in valve. All such assets
shall be included on the annual Hospital Assets Schedule.

il For the putpose of this Agreement, reportable Major Movable
Equipment Purchases include purchases of all equipment identified
in the AHA Estimated Useful Lives, under Table 8, Diagnostic and
Treatment Departments, and exceed $250,000 in value. All such
purchases, and asscciated capital improvement requirements, shall
be included on the dnnual Projects List.

iii, SPHI shall promptly notify the Borough Contract Administrator
and Borongh Purchasing and Contracting Director in writing when
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atty reportable Major Movable Equipment is purchased.

b, Major Movable Equipment Approval and Management
All Major Movable Equipment purchases including associated

capital improvement requiremenis expected to cost in excess of
$500,000 or requiring an Alaska Certificate of Need {CON) must
be approved by the Borongh Assembly by ordinance. Major
Movable Equipment purchases that do not require appropriation
and costing less than or equal to $500,000 do not require Borough
Assembly approval. Purchases requiring Borough Assembly
approval may be approved during the anaval Borough budgeting
process or on an individual basis. The Borough Asscmbly or
Borough Contract Administrator may decline to consider any
project during the budgeting process and instead may review it
separately as an individua! approval,

13, CAPITAL IMPROVEMENT PROJECTS. To the exient approved by the
Borough Assembly ard the appropriation and availability of funds, the Borough may
finance capital improvements for the Medical Facilities as necessary for the provision
of services and functions to meet the needs of the residents of the Service Area.

a. Capital Improvement Projects Reporting, Planning, and Communication
i. DEFINITIONS. For the purposes of this Apreement, Capital

Improvement Projects include all such projects not identified in this
Agreement as Minor or Mgjor Maintenance {Paragraph 113, Major
Movable Equipment (Paragraph 12}, or Real Property Acquisitions
{Paragraph 14),

All projects expected to cost over $250,000, or requiring a permit
through any Autherity Having Jurisdiction (*AHJ”) as defined in
the International Building Code, such ag the 2015 IBC section 105,
impacting Life Safety Requirements, and/or decommissioning any
asset or part of assets identified on the Hospital Assets Schedule,
shall be included on the Annual Projects List.

ii. PLANNING. For all Capital Improvement Projects expected to
cost In excess of $1,000,000 or expected to require authorization
under paragraph 13.b.ii, whether or not included on the Amnmual
Projects List, SPHI will notify the Borough Coniract Administrator
and Borough Purchasing and Contracting Director in writing prior
to any design, engineering or procurement efforts or grant
application submission, Included with this notification shall be a
description of the project concept and the specific needs that justify
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iii.

the project. To the extent allowed by law, the notice, including the
description and other information contained in or submitted with
the notice, is confidential and privileged information regarding
SPHI's business plans that is protected as provided in this
Agreement. Prior written noticc is not required for preliminary
conceptval designs, diagrams, or schematics, costing less than
$25,000.

The Borough Purchasing and Contracting Departinent shall be
involved in all aspects of the analysis and planning of these
projects, unless the Borough notifies SPHI in writing that it will not
be involved, Such notice will not preciude the Borough from
requiring involvement in the planning process at a later point, The
Borough Contract Administrater will notify SPHI’s Coniract
Administrator in writing of the Borough’s change of the Borough’s
decision on involvement. In the case that the Borough is not
involved in the planning of a project, SPHI shall immediately
notify in writing the Borough Contract Administrator and
Purchasing and Contracting Director if a change during planning
increases the estimated fotal project cost by $160,000 or more.

PROJECT START AND ONGOQING REPORTING. SPHI shall
maintain clear and consistent communication with the Borough
Contract Administrator and the Borough Purchasing and
Contracting Director reparding ongoing and polential capital
projects.

SPHI shall notify the Borough Contract Administrator and
Borough Purchasing and Coniracting Director in writing at the start
of any Capital Improvement Project managed by SPHI.

During the proiect period, the Borough Contract Adminisirator or
Borough Purchasing and Contracting Director may require periodic
project reports from SPHI, which shall provide all requested
information as soon as reasonably possible,

Upon the completion of any project managed by SPHI, SPHI shall
provide to the Borough Contract Administrator and the Borough
Purchasing and Contracting Director a final project report
providing details of the final project scope, expenses incurred, as-
builis, site surveys, project plans, occupancy permits, AHJ
inspection reports, conditional-use pemmits, utility service
agreements, and any further information required by the Borough.
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b. Capital Improvement Projects Approval and Managemert

i. All Capital Improvement Projects expected to cost in excess of
$1,000,000 must be approved as well as appropriated by the
Borough Assembly by ordinance. Unless requiring appropriation
or Borough Comtract Administrator approval under paragraphs
13.b.ii or 13.b.iii of this Agreement, Capital Improvernent Projects
costing between $500,600 and $1,000,000 must be approved and
appropriated by the assembly by ordinance unless the funds have
previously been appropriated for that project. If the funds for such
projects have been previously appropriated they do not require
Borough Assembly approval but must be approved by the
Purchasing and Contracting Director. Projects requiring Borough
Agsembly approval may be approved during the antmal Borough
budgeting process or on an individual basis. The Borough
Assembly or Borough Contract Administrator may decline to
consider arry project during the budgeting process and insiead may
review it separately as an individual approval,

ii. Regardless of estimated cost, any Capital Improvement Project
requiring a permit through any AHJ as defined in the International
Building Ccde, such as the 2015 IBC section 103, impacting Life
Safety Requirements, and/or decommissioning any asset or part of
assets identified on the Hospital Assets Schedule, musi receive
Authorization to Proceed from the Borough Contract Administrator
prior to the procurement of any equipment, materials, or services,
The Borough wall provide a response to SPHI within 14 calendar
days of receiving the request.

iii. Any leaschold improvements on properties not owned by the
Borough and costing in excess of $100,00¢ require prior approval
by the Borough Contract Administrator.

iv. The Borough may require SPHI to provide submitials for approval
on components, equipment, and material to be used in any Capital
Improvement Project.

V. The Borough may in its sole discretion manage any Capital

Improvement Project. The Borough shall manage all Capital
Improvement Projects expected to cost in excess of $1,000,000
unlezs the Borough Contract Administrator provides written
authorization to SPHI to manage the project,

14.  REAL PROPERTY ACQUISITIONS AND LEASES,

a. Real Property Acquisitions. For the purposes of this Agreement, a real
property acquisition is defined as acquiring any interest im real property that may
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obligate the Borough in anv way. The acquisilion of any interesi in real property may
not gceur without Borough Assembly appreval. All such acquisitions shatl be conducted
by the Borough unless SPHI is given written anthorization to do so by the Borough
Contract Administrator.

Requests for acquisition of any real property interest shall be conveyed to the
Berough Contract Administrator and the Borough Planning Director. SPHI is authorized
to conduct operational assessments of a property’s ability to meet operational needs, and
this assessment may include acquisition of a competent property appraisal. However,
SPHI may not initiate negotiations for the acquisition of any such intergst unless it has
been given written authorization to do 50 by the Borough Contract Administrator. In any
event, all acquisttions of any interest in real property shall only be in furtherance of the
purposes of this Agreement and within the authorized powers of the Service Area,

b. Leases in Which SPHI is the Lessee. Leases in the name of SPHI in which
SPHI is the Lessec and no obligation whatsoever is imposed upon the Borough, either
express or implied, are not subject to the requirements in subparagraph 14.a. of this
agreement. Under no circumstances shall such leases obligate the Borough in any way
whatsoever without advance Borough Assembly approval. All such leases shall contain
a clause stating: “In the event that the Operating Agresment between SPHI and the Kenai
Peninsula Borough is terminated and not renewed or extended, and the Kenai Peninsula
Berough either assumes operation of the Medical Facilities or contracts with another
entity to continue such operation, the continuation of this lease with the Borough or a
subsequent operator is subject to Borough Assembly approval and the availability and
appropriaion of funds.” In any event, written approval by the Borough Contract
Administrator is required for all such leases costing $100,000 or more annually. Total
cumelative anonal costs of such ieases shall not exceed $400,000. Increases to the
cumulative annwal limitatgon must be approved by the Berough Assembly by resolution.

15, SUBELFASES OF MEDICAL FACILITIES TO THIRD PARTIES. SPHI is
hereby authorized to negotiate the sublease of those Medical Facilities leased to SPHI
by the Borough under the following conditicns:

{a)  Any sublease of the property leased to the Borough by the City of Homer
must first be approved by the City of Homer as required in the Consent to Sublease
signed by the City of Homer and attached to this agreement;

{b}  Such subleases shall be for fair market value and on such terms and
conditions that are commevcially reasonable in the medical industry;

{¢)  Such subleases shall be in furtherance of the purpeses of this Agresment,
in compliance with all applicable laws, within the authorized powers of the Service
Area, and comply with all requirements associated with tax-exempt bond financing
when applicable; :

(d) SPHI's written notices to the Borough Contract Administrator and
Boreugh Finance Directer shall include the location leased or proposed to be leased, the
sublessee’s name, lease terms, and purpose;
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(¢)  The Borough Contract Administrator and Borough Finance Director shall
be provided prior written notice of intent to execute each sublease agreement valued at
less than $250,000 per year at icast seven (7) business days before execution of the lease;
and

(f) All such sublease agreements valued at $250,000 or more per year must be
approved by the Contract Administrator on behalf of the Borough, The Borough
Contract Administrator and Borough Finance Director shall be provided writien notice
of SPHI's intert to enter into such sublease agreement at least twenty-one {21) days
prior 10 executing the lease. The Contract Administrator shall not nnreasonably
withhold his or her approval. If the Contract Administrator does not respond to SPHI
within twenty-cne (21) days of SPHI's written notice of intent to enfer imo such
sublease, then the sublease agreement is deemed 1o be approved by the Contract
A dministrator provided that the notice to the Contract Administrator includes specific
notice of this automatic approval provision.

l6.  FINANCES.

a. Operating Revenue. During the term of this Agreement, all
revenue and cash collections from patients, third-party payers, including, but not limited
te, Medicaid and Medicare, rents billed and collected by SPHI, and all other sources,
arising out of or related to services rendered pursuant to this Agreement, or any renewal
or extensions thereto, including but not limited to lease or rental revenues, shall be
received and managed by SPH) for the Borough consisient with the terms and conditions
of this Agreement. These funds shall first be used by SPHI to pay the usual, costomary,
and reasonable expenses of operaling the Medical Facilities and prograins operated by
SPHI for the Service Arez pursuant to this Agreement, and the reasonable expenses of
compliance with the terms and conditions of this Agreement. SPHI shall maintain an
operating reserve (“Operating Reserve™} of not more than ninety (90) days cash on hand
(*the operating rezerve amount™). For purposes of the operating reserve amount, “cash
on hand” is calculated based on the “days cash on hand ratio” used in the health care
industry, On a quarterly basis, SPHI shall transfer all cash on hand in excess of the
operating reserve amount to the Borough for deposit into the Scuth Peninsula Hospital
Plant Replacement and Expansion Fund {(“PREF”), described in paragraph 16(b). If the
cash on hand is less than ninety {90) days at any time, then SPH1 may request that the
Borough authorize the transfer of an amount from the PREF to its operating reserve to
maintain the operating reserve amount, by SPHI Board action.

The PREF shall be invested with other Borough funds although the interest
earned on that fond will be credited to the PREF. All Borough held fimds, inchuding
amounts deposited into the PREF, mnst be appropriated by the Borough Assembly prior
o obligation.
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b. Plant Replacement and Expansion Fund. The PREF is a fund designated
as a source of funding for major repairs and replacement of Medical Facilites;
improvements, fixtures, and equipment for Medical Facilities; acquisition of property,
irnprovements, fixtures and equipment related 1o operation of the Medical Facilities; and
to replenish the operating reserves, as provided in paragraph 16.a. above. Amounts held
in the PREF are funds of the Borough Service Area. Neither the Borough nor SPHI shali
obligate or attempt to spend or transfer funds from the PREF without the prior approval
and appropriation by the Borough Assembly. Any transfer into or out of this fund shall
firsi be considerad by the SPH1 beard and its recommendation shall be forwarded to the
Asscmbly. An appropriation is not necded to transfer operating reserve funds into the
PREF. Any transfer of funds out of the PREF shall also first be considered by the SPHI
board whose recommendation shall be forwarded to the Assembly, which must
appropriate the finds prior to any such transfer out of the PREF,

C. Cash Management. All cash reserves in excess of the mnety (90} days
cash on hand described in paragraph 16.a. of this Agreement shal! be deposited into the
Borough’s central investment pool within 45 days of the quarter end and managed
pursuant to the parties’ Memorandum of Apreement dated December 30, 2019, or
successor Apreement, a copy of which is attached heretc as Attachment C and
mcorporated herein by relerence.

d. Financial Reporting. SPHI shall at all times meet all applicable financial
repotting requirements and, unless otherwise agreed by the Borough Finance Director,
promptly provide all documentation requested as needed to satisfy financial reporting
requirements, concems regarding financial performance, concerns regarding any SPHI
receipts and expenditures, and other financial issues that may arise in SPHI's
performance of this Agreement.

e. Capital Grants or Gifts. With the assistance of SPHI the Borough may
apply to the State of Alaska, U.S. government, nonprofit foundations, or other entities
for financial aid or grants to municipalities for hospitals, skilled nursing facilities, other
health care facilities, or capital acquisitions for health care programs. Funds received
through such application will be spent only for those purposes set forth in the application
or a donor-written directive. SPHI agrees to comply with all terms and conditions
required by the graoting agency or donor directive. All applications for financial
assistance or grants shall be subject to review and commeni by SPHI before the
submission thereof to a government, governmental agency, or other entity.

f. Service Area Revenues. Service Area revenues shall be used to support
operations of the Service Arca, including operational and capital support of the Medical
Facilitics and programs operated by SPIII for the Service Area, and other services and
prajects approved by the Borough Asseimbly, subject to the appropriation and
availability of funds.
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g. Medical Service Operating Granis. Gifts and Donations. On behalf of the
Service Area, SPHI may apply to the State of Alaska, U.3. government, nonprofit
foundations, or other entities for financial aid or grants to support the operation of the
Medical Facilities and/or the provision of services or programs pursuant to this
agreement. In the event that gifts or donations of money or other property are made to
SPHI for the Medical Facilities or the provision of services or programs pursuant to this
Agreement, SPHI may accept such gifts, on behalf of the Borough, only if their use is
compatible with the operations of the Medical Faciiities or the provision of services or
programs pursyant to this Agreement, SPHI may accept, on behaif of the Service Area,
donations of interest in real property only upon written borough approval, subject to the
provisions of Borough Code. The expenditure of funds from sach gifis or donations shall
be subject to the same restrictions as apply to the expenditure of operating revenues in
thizs Agreement. All gifis or charitable contributions received from South Peninsula
Health Foundgtion are subiect to this provisjon,

h. No Debt Authority. SPHI may not incur debt to finance the acquisition or
expansion of the Medical Facilities, equipment, or major or minor maintenance projects
without approval by the Borough Assembly,

i. Bonds. All requests for the issuance of bonds to finance the acquisition,
expansion, or major or miner maintenance of the Medical Facilities, or the purchase of
equipment must be approved by the Borough Assembly,

17, PERFORMANCE MEASUREMENT.

a. Performance Standards. SPHI performance under thizs Agreement
shall be measured against abjective standards established by one or more organizations
such as The Advisory Hoard Company, The Center for Medicare and Medicaid Services,
The Alagka State Hospital and Nursing Home Associgtion, The Alaska Small Hospital
Performance Improvement Network, or The American Hospital Association. The
performance standards against which SPHI performance will be measured will be set
forth in the SPHI Stratepgic Plan.

b. SPHI Performance, SPHI wiil:

i. Establish a Board Orientation and Continuing Education
Program for all board members and provide an annual report to the
Contract Administrator on compliance with the requirements of the
Programi.

ii. Ensure compliance with the Medicare and Medicaid
Conditions of Parficipation as determined through the state’s licensing and
certification processes.
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fi.  Ensure that the Hospital complies with all quality
measurement reporfing requirements necessary to ensure full payment
under all applicable Medicare and Medicaid programs.

iv.  Establish pgoals for the Hospital’s Performance
Improvement Program and metrics to measure progress toward those
goals. An annual report on the Performance Inaprovement Program will
be provided to the Contract Administrator.

V. Conduci an annual review of the Hospital’s Corporate
Compliance Program and include the results of that review in the annual
report to the Contract Administrator,

C. Strategic Plan. Within 12 months of the execution of this
Agreement, SPHI shall prepare and present to the Borough Administration and SAB,
for information purposes, a Strategic Plan containing, at a minimum, the following
elements:
An overview of the Service Area.
Service area demographics.
Hospital uttlization and market share information and plans.
Medical staff analysis.
Hospital analysis.
Financial resilts and trends,
South Peninsula Hospital strategy map.
south Peninsula Hospital planning calendar.
Mission, vision, values and competitive position.
Key strategies.
Performance measurement.
Orientation and Traiping Plan for SPHI Board.

All amendments to the Strategic Plan shall be provided to the SAB and Borongh
Administration within thirty davs of their approval by the SPHI Board. It is agreed and
understood that elements of the Strategic Plan may be confidential proprietary
information, the public disclosure of which could canse competitive harm to the Medical
Facilities. SPHI shall clearly mark all such information as confidential and proprietary.
Disclosure of this information to the SAB and Borough Administration shall not be
construed to require their disclosure to the genera! public.

d. Certification. SPHI shall maintain State of Alaska certification of
its operation of the Medical Facilities. Due to the critical need for maximum
participation in the Medicare/Medicaid programs and the reliance on these programs as
a critical source of revemue, SPHI shall maintain Critical Access Hospital status and
shall review this status on an annual basis to determine whether this status continues to
provide the best revenue structure for the Hospital. SPI! shall notify the Borough
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Contract Administrator of any change to this status within 14 days of the decision to
change. . In addition, SPHI shall strive to attain Joint Commission on Accreditation of
Healtheare Organizations (“loint Commission”™) or other similar accreditation status as
part of its long-term strategic program, when it becomes financially feasible to do so.

€. Staffing. In order to help ensure fiscal responsibility and that the
desired level of services is provided, SPHI shall diligently take all reasonable steps
needed to ensure that it has adequate qualified management and staffing in place at all
times fo, at a minimum, successfully provide the level of services needed to operate a
hospital of its capacity in accordance with industry standards. This staffing shail be
congistent with the goals and objectives identified in the most recent Strategic Plan.
Senior management staff shall consist of the Chief Executive Officer, Chief Financial
Officer and Chief Nwrsing Officer, and SPHI shall notify the Borough within 14 days of
any changes in these positions. SPHI shall diligently attempt to fill any vacancies in
any of these positions with a regular replacement as soon as possible by using every
reagonable process and mechanism available, SPHI shall prepare and maintain a Senior
Management Succession Plan and provide a copy of the plan to the Contract
Administrater. In the event that SPHI is not snecessful in recruiting and hiring an
appropnately qualified CEQ, CFO or Chief Nwsing Officer replacement within a
commnercially reasonable time, SPHI may utilize the services of an interim CEQ, CFQ
or Chief Nursing Officer vt an sppropriately qualified replacement can be hired, SPHI
shall not employ one individual to perform the duties of more than one senior
manageien position, 1f a vacant senior management position has not been filled within
six months, and SPHI has not filled the position with an interim replacement, the
Borough Contract Adminisirator may require that SPHI utilize the services of a
management or recruiting company to hire or provide an interim replacement umntil a
regular replacement is hired. SPHI will report to the Borough Contract Administrator,
at least monthly, on its progress in recruiting and hiring senior management
replacements.

f, Pension Plan Funding. At the time of entering this Agreement
SPHI provides a Defined Contribution Pension Plan for its employecs. It previously
provided a Defined Benefit Pension Plan for its employees which is now only available
to emplovees who are already enrolled. SPHI agrees to annually fund its obligations for
the Defined Benefit Pension: Plan at least in the amount determined by the Plan Actaary
to be the required minimum contribution necessary to adequately fund the plan,
including inferest on net pension obligation, and to provide to the Borough Finance
Director, upon request, reasonable assurances that the Pension Plan is adequately funded
and managed. SPHI shall mnaintain insurance coverage for the Plan through the Pension
Benefit Guaranty Corporation. SPHI shill provide to the Borough Finance Director, on
an annual basis, a copy of the IRS Form 5500 and associated schedules.
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g Sub-standard Performance. If the Borough Contract Administrator
deternines that any aspect of actual performance under this Agreement is consistently
below standards established under this Agreement, within 60 days of notice from the
Borough Contract Administrator the parties shall develop and SPHI shall implement a
Specific Performance Improvement Plan approved by the Borough to correct the
deficiency. The Specific Performance Improvement Plan shall specify the corrective
action{s) to be taken and the time frame within which performance will be returned 1o
established standards. In cases where the parties agree that the operating environment
has changed to the point where a performance standard or standards are no longer
appropriate, niew or revised performance standards may be established. The parties may
agree, in writing, to amend any provision of the Specific Performance lmprovement
Plan.

18, BERVICE AREA BUDGET.

a. SPHI Budget Proposal. SPHI shall prepare and submit a proposal
to the SAB containing anticipaled funding needs from service area funds for the
operations and maintenance of the Medical Facilities and programs operated by SPHI
for the Service Area. The Borough Contract Administrator will notify SPHI in advance
of the dates when the SPHI budget must be submitted to the Service Area Board and the
Administration.

b Service Area Budget Proposal. The Service Area Board shall
prepare and submit 2 proposal to the Borough administration for the annual Service Area
budget, which may include debt service payment for outstanding bonds, property
insurance, audit fees, and operating and maintenance expenses of the Medical Facilities,
SPHI shall provide assistance in the process, or written documentation, at the request of
the SAB or the Borough Assembly. The SAB budget shall give preference to anticipated
funding needs for the Medical Facilities and programs operated by SPHI for the Service
Avea pursuant to this Agreement. This may include repairs, renovations or additions to
those facilities. Tt is recognized by the parties that the Service Area budget proposal
may not necessarily include all itemss recommended by SPHI.

C. Service Area Final Budeet. The Borough Administration shall
review the Service Area operating and capital budget proposals, and submit the
adminisiration’s proposed Service Area budget to the Borough Assembly, designating
revenues available to fund Service Area capital expenditures and operations and the mill
rate necessary to fimd the Service Area’s portion of the budget. SPHI shall assist, as
requested by the Borough Contract Administrator, in presenting the budget to the
Barough Assembly. Subject to assembly approval and the availability of funds, funding
shall be provided by appropriation with preference for the operational and capital
requirements of the Medical Facilities.
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19, ACCOUNTING/AUDIT/REPORTING.

a. Accounting. SPHI shall accourt for all financial transactions
involving Service Area funds and all other funds received from the operation of, or to
operate, the Medical Facilities and programs operated by SPHI for the Service Area.
Both parties shall maintain accounting records involving Service Area operations in a
manner that complies with generally accepted accounting principles.

b. Investment of Funds. All cash held and investments of fmds by
SPHI must meet the requirements established by KPB 5.10, “Tovestment of Moneys,”
or other comparable requirements approved by the Borough's Finance Director, and any
related policies of the Boroargh.

C. Aundit. The Borough shall be responsible for compliance with any
single-audit requirements of the Medical Facilities, or portions thereof. The independent
auditing firm selected by the Borough to comply with any such audit requirements shall
submit written anrmal audit reports and shall make verbal presentations to SPHI's board
of directors, the SARB, and the Borough Assembly.

d. Chief Executive Officer or Management Contact. SPHI shall hire,
for reasonable compensation, a chief executive officer, or shall enter into a contract for
the management of the Medical Facilities; provided, however, the term of any such
employment or management contract shall not exceed the term of this Agreement, umless
the contract contains a clause which terminates the contract if this Agreement is
terminated and not extended or renewed. The provisions of the contract concerning
compensation upon severance of the employment relationship shall not exceed the
reasonable and customary amount paid to similar positions by similar publicly owned
hospitals in Alaska and the Pacific Northwest. A copy of the Management Contract or
Employment Contract and copies of all contract renewals or amendments shall be
provided to the Borough Contract Administrator immediately upon execution.

€. Hospital Executive incentive Plan. SPHI agrees that no employee
incentive plan shall take mto account, or be contingent upon, either share of net profits
of the Medical Facilities or share of both revennes and expenses of the Medical Fagilities
for any fiscal period. Incentive compensation plans implemented by SPHI may be based
on performance in meeting one or more standards that measure quality of service,
performance or productivity, and that are reasonable for services rendered. SPHI agrees
to provide, upon request, the Borough with any and all incentive plan apreements of any
employess fitting the IRS definition of key employees, as defined in IRS Form 920
reparting requiremnents. To the extent allowed by law, such information shall be treated
as privileged and confidential. It may be required for bond financing purposes and
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therefore may be disclosed to professionais associated with approving the issuance of
such financing who require such disclosure,

20.  RATES. SPHI shall have the exclusive right to establish rates, fees and
charges for services provided at the Medical Facilities SPHI, operating as a nonprofit
organization, will use its best efforts to ensure that the rates, fees and charges it has
established are reasonsable and will cover the operating and maintenance expenses of the
Medical Facilitics and SPHI's other obligations under thiz Agreement.

21, INSURANCE.

a.  SPHI's [nswrance. During the term of this Agreement SPHI, at ali
times, shall maintain industry-specific insurance coverage for the requested types and
total limits approved by the Borough Comtract Administrator, including but nof limited
to the following insurance coverage, in amounts approved by the Borough:

i. Warkers’ compensation insurance coverage as required by Alaska
law;

ii. Comprehensive general liability insurance for the Medical
Facilities and operations provided by SPHI pursuant to this
Agreement;

iii,  Cyber liability coverage;

iv.  Auto liability coverage;

V. Medical malpractice or errors and omissions by SPHI and iis
cplovees; and

vi.  Directors’ and officers’ lability coverage, with employment
liability.

SPHI may purchase additional insurance coverage that it deems to be necessary
and appropriate to insure the management and operation of the Medical Facilities and
other services provided by SPHI pursuant to this Agreement, after receiving written
approval from the Borough Contract Administrator, which approval shall not be
unreasonably withheld.

Unless otherwise agreed or prohibited, the Borough shall be pamed as an
additional insured on all policies. All coverages shall be written on a primary and non-
contributory basis and must contain a waiver of subrogation in favor of the Borough,
unless a waiver of subrogation is not available in the market for the type of the required
industry-specific insurance coverage.

b, Verification of Coverage. SPHI shall fwnish the Borough
Administrator with approved certificates of insurance and with certified copies of all
endorsements affecting coverage upon request from the Borough Coniract
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Administrator or when policies are amended or remewed. The certificates and
endorsements for each insyrance policy are 1o be on forms which meet industry standard.
The Borough reserves the right to require complete, certified copies of all required
insurance policies at any time.

In the event of subcontractors contracted with SPHI, SPHI shall ensure that
separate certificates and endorsements are recetved for each subcontractor, including
workers’ compensation, to the extent required by state law, and other insurance SFHI
deems appropriate.

c. Borough Insurance. During the term of this Agreement the
Borough shall, at all times, maintain and provide fire and property damage insurance in
amounts sufficient to replace the Medical Facilities, including personal property. Tt is
the intent of the Borough to use proceeds received as a result of insumance claims to
address the losses of covered facilities and property.
SPHI must provide an updated schedule of all Borough property and contents
located in or on the Medical Facilities, upon request by the Borough.

d. Notice of Claims. Each party shall immediately notify the other
party to this Agreement of any lawsuits or claims asserted against SPHI, any of the
Medical Facilines or the Borough related to operations of SPHI under this Agreement
ar of any potential claims that may be asserted.

€. Extended Reporting Period or Tail Coverage. Except as otherwise
provided below, SPHI ghall obtain, carry and maintain tail or extended reporting period
coverage for all types of insurance coverage obtained pursuant {o paragraph 20.a. of this
Agreement, effective as of the date of termination of this Agreement, in the same
amounts as or more than existing coverage at the time of termination for the named
insureds. SPHI is not required to obtain such tail or extended reporting peried coverage
for wotkers’ compensation insurance or for other coverage obtained on a per occurrence
hasis, SPHI and all of its directors who served as directors during the termn of this
Agreement shall be named insureds.

22.  DEFENSE AND INDEMNIFICATION. Except as otherwise provided in
this paragraph, SPHI shall indeninify, defend, save and hold the Borough, its elected
and appointed officers, board members and employees harmless for any and all losses,
claims, damages, demands, snits or liability of any nature, kind or character inchuding
costs, expenses and attorney’s fees resulting from, arising out of, or in any way
connected with SPHI's performance or failure to perform under the terms of this
Agreement in any way whatsoever. If there is a claim of, or Nability for, a joint negligent
act or failure to act of SPHI, including its officers, board members and employees, and
the Borough, including its elected and appointed officers, board members, and
employees, the indemnification, defense and hold harmiess obligation of this provision
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shall be apportioned on a comparative-fault basis between the Borough and SPHI,
provided the borough’s obligation is subject to the appropriation and availability of
funds. Neither party shall be responsible for any claims arising from the sole negligence
or willful misconduct of the other party for damage or loss that has been found to be
attributed to an independent contractor directly responsibie to the other party under
separate written contract.

The defense and indemnification provisions in this paragraph shall only survive
the termination of this Agreement to the extent that coverage is available for any claims
made under applicable insurance policies.

Nothing in this Agreement may be construed to modify (1) the soversign
immunity afforded the borough mm AS 09.65.070 as now enacted or may be hereinafter
amended, or as otherwise provided by law, or (2} the limitations of liability for certain
directors and officers provided in AS 09.65.170 as now enacted or may be hereinafter
amended, or as otherwise provided by law.

23, RISK MANAGEMENT. SPHI shall administer a risk management
program with the objective of managing all risks of accidental losses and/or claims. This
must include the protection of Kenai Peninsula Borough assets through structured
internat procedures and continuous assessment of exposures to losses and/or claims. It
should alsc be an objective of the program, to the extent possible, to create in incident-
free facility that fosters a safe and secure environment for SPII1's emplovees, physicians
and other health care providers. contractors, borongh personnel, as well as members of
the public.

SPHI shall provide annual reports to the Borough Administrator and Human
Resources Dhrector describing SPHI's Risk Management program by March 1 of the
following year. The report shall include total costs and pumbers of all workers’
compensation claims, including those classified as no treatment and minor medical, filed
in the previous calendar yvear. SPHI will deliver a list of safety-related training classes
provided to employees, and a report describing other efforts faken to develop and
implement best practice nsk management techniques.

24,  EMERGENCY REPAIRS. In the event of damage to, or destruction of
all or part of the Medical Facilities in which immediate repairs are necessary to keep the
Medical Facilities or portions thereof, including equipment, operaticnhal, SPHI may
perform such needed repairs and replace equipment io the extent necessary to keep the
Medical Facilities or portions thereof, including equipment, operational. In such event,
SPHI shail have authority to suspend or reduce services it determines caanot be provided
vatil such time, if any, building, repair or replacement of the Medical Facilities or
portions thereof, including equipment, has been completed. SPHI must notify the
Borough as soon as reasonably possible of the entire situation and its response thereto
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including providing any contracts for reconstruction, equipment or replacement in
excess of $250,000 and information regarding any suspension or reduction in services
as a resull of damage or destruction.

25,  LEVEL OF SERVICES AND OTHER BUSINESS ACTIVITIES.

a. Existing I evel of Services, SPHI represents that the existing scope
and level of services at the Medical Facilities as of the effective date of this Agreement
are within its charitable purpose under Section 501(c}(3) of the Infemal Revenue Code
of 1986, as amended and are authorized under the terms of this Agreement.

b. Expansion of Services/New Services. The parties agree that SPHI
may provide for expanded or new health services pursuant to this Agreement, subject to
the provisions of this section and in accordance with powers authorized for the Service
Area as described in the Borough’s Code of Ordinances as now enacted or as may be
amended, including but not limited to joint ventures or ownership participation or
managenient participation m other health care services, and other business arrangements
with other health care providers and businesses. All joint ventures or ownership
participation or management participation in other health care services reguire prior
approval by the Borough Assembly by ordinance. Prior notice of expansion of services
or new services shall be provided in writing 1o the Borough Contract Administrator. To
the extent allowed by law, such notice may be considered privileged or confidential
information as defined in this Agreement. Borough Assembly approval shall be required
to the extent it would otherwise be required in this Agreement, end for new services that
have an expected fotal capital cost in excess of $250,000,

Expansion of services or new services do not include changes in the
method of delivering existing services or the use of new technology or techniques to
provide those services even if this may involve additional personne! or training or
enhancement of current capabilities to meet standards for proper patient care, or changes
required {0 meet basic accreditation standards and licensing for the hospital. Any change
in the level or type of services provided shall be incloded in the next quarterly report
regardiess of the cost as well as the annual report igsued pursuant to paragraph 10.

c. Elimination of Services. SPHI may eliminate services or levels of
care being provided at the Medical Facilities or otherwise pursuant to this Agreement,
but only after 90 days’ prior written notice to the Borough Assembly and Borough
Contract Administrator, Within that 90-day notice period, the Borongh may then direct
that SPHI continue to provide such services or level of care, if deemed in the best interest
of the residents of the Service Area, even when not economically feasible, However, if
the Borough decides to continue an economically vnfeasible service or level of care, it
shall consider providing an operating subsidy to SPHI equivalent to at least the loss
associated with providing such service or level of care. 1f the Borough decides not to
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provide any such operating subsidy, then SPHI is not obligated to provide such services
or level of care.

d. Disclosure of Other SPH1 Business. In the event that SPHI engages
in other business activities unrelated to the activities required or authorized by this
Apgreement, SPHI shall immediately notify the Borough Contract Administrator of the
nature and extent of such other business activities, including upon request a disclosore
of financial reports reflecting revenues and expenses, so that the Borough Contract
Administrator may determing that such activities do not conflict with this Agreement,
or otherwise impair either parties’ rights or ohligations under this Agreement. To the
extent allowed by law, the parties agree that records of such other husiness activities are
not public recaords. Disclosure to the Borough Confract Administrator of records under
this provision shall not be deemed to convert such records to public records, to the extent
allowed by law. In no case will the assets generated or provided through this Agreement
be used to capitalize or otherwise fund any activities of SPHI conducted outside the
scope of this Apreement.

26,  APPOINTMENTS TO THE MEDICAL STAFF. SPHI shall establish
written policies for granting privileges to practice in the Medical Facilities in cases in
which application for privilege to practice is required. These writlen policies must
prohibit discrimination against applicants on the basis of race, religion, color, national
origin, age, sex, sexual orientation, gender identity, physical or mental disability, marital
status, changes in marital status, pregnancy, or parenthood, or any other classification
prohibited by law. The langrage in this paragraph does not prohibit SPHI from entering
into an exclusive contract for the professional services of a specialist, or to require hezlth
care providers to be SPHI employees rather than independent contractors, if SPHI deems
there to be business justification for the exclusive contract or employment model or
relztionship.

27.  NONDISCRIMINATION IN ADMISSIONS, All persons in need of
medical care shall be admiited to the appropriate Mcdical Facilities without regard to
race, religion, color, national origin, age, sex, sexual orientation, gender identity,
physical or mental disability, marital status, changes in marital status, pregnsncy,
parenthood, or the financial ability to pay for such medical care to the extent reguired
by law.

28  MEDICAL RECORDS. During the term of this Agreement, SPHI shall
have the full use and control of all medical records, and shall be responsible for
complying with all applicable federal and state laws regarding the maintenance, secunity
and privacy thereof. Medical records shall remain nnder the supervision and control of
SPHI so long as provided for in this Agreement; provided, however, that SPHI may
make arrangements for electronic storage and back-up of electronic records. If SPHI
ceases at any time to be the Operator as provided for herein, the Borongh shall reacauire
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the full use and control of such medical records, and shall be required to ensure they are
preserved the same for such period of time as is required by Alaska or Federal laws, bat,
in any event, & minitmum of five (5} years following the date on which SPHI ceases to
be the Operator. After SPHI ceases to be the Operator and so long as such medical
records are preserved by the Borongh or its contractor as required above, to the extent
allowed by law and for such purpeses as are consistent with its prior duties and
tesponsibilities as the Operator and in connection with any investigation or litigation in
which SPHI may be¢ involved or may become involved, SPHI shall at afl times be
provided free and complete access to such medical records and may copy all or amy part
of the same, and may maintain electronic records.

29. OTHER GOVERNMENTAL ACCESS TO BOOXS AND RECORDS.
In order to ensure that any expense which might be incurred by or on behalf of the
Medical Facilities or other authorized Service Area activity adininistered by SPHI
pursuant to this Agreement is included to the extent appropriate in determining the
reasonable costs reimbursed by Medicare and Medicaid programs, or other similar
government programs, SPHI shall retain all records which are necessary to audit and
cextify the nature and extent of the services provided and the cost thereof, for at least the
Iinimum panud of time required by applicable state and federat law after the furnishing
of such services as are described in this Agreement, and make available all such records
upon request by the duby authorized representatives of a federal or state government
agency with jurisdiction thereof. SPHI also agrees that if it subcontracts for any of the
duties under this Agreement, to the extent required by federal or Alaska law, the
subcontract shall contain a clause requiring that the subcontractor organization must also
satisfy all applicable record retention and disclosure requirements which are necessary
to an gudit and certification of the natore and extent of the services provided and the
cost thereof.

30. PUBLIC ACCESS. Recognizing that SPHI is operating publicly owned
facilities under this Agreement, SPHI shal! make all meetings of its board of directors
open to the public, and copies of non-confidential board materials shall be made
available to the public at or before the meeting, unless the subject matter under
discussion involves privileged or confidential information as defined in this Agreement.
Nothing in this section shall be construed as affecting the status of SPHI as a §501(c)(3)
nonprofif, private corperation or bringing SPHI within the scope of the Alaska Open
Meetings Act, AS 44.62.310-312.

a. Privileged or Confidential Information. As used herein, the tenm
“privileged or confidential information” means the following records or information in
the possession of SPHI:
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i1.

iil.

iv.

vi.

i,

viil.

Medical records, patient information and patient billing files,
except paetient information that may be disclosed without violating
patient privacy righis,

Medical review organization information and records prepared and
retained pursuant to AS 18.23.010 - 18.23.070;

Employee records and information ineluding but not limited to
background and reference checks, substance abuse tests, employee
credit checks, employee grievances, employee disciplinary actions
and workplace investigations;

Physician and other health-care provider records and information
including but not limited to credentials and disciplinary files;

Dhrector records and information except the name, mailing address,
and term of office of cach director;

Records end information regarding pending or threatened litigation
by or against SPHI or the Borough, the disclosure of which could
adversely affect the finances or litigation strategy of SPHI, the
Borough, or the Medical Facilities operated pursuant to this

Apreement;

Recerds and information regarding the business plans of SPHI, the
disclosure of which could be used by competitors or others fo the
detriment of SPHI, the Borough, or the Medicat Facilities;

Information and records that pertain exclusively to SPHI and not to
activiies performed pursuant to this Agreement; and

All other records and information that SPHI1 is required or
permitted by applicable federal, state or local law to keep
confidential,

Privileged or canfidential information and records may be discussed by the SPHI
board of directors privately, in executive session. Nothing herein shall be deemed as
precluding the SPHI board of directors from holding private work sessions, training
sessions and informational meetings at which no beard action is taken.

b.

Board of Director Meetings. It is agreed and understood that prior

to final board aciion on any matter referred te a board committee, the SPHI board will
fully disclose the substance of committee consideration of the matter, except for any of
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the above-referenced confidential matiers. Disclosure may occur either verbally or in
the text of a resolution, at the discretion of the board. The parties further agree that the
board’s executive committee has authority to take action on behalf of SPHI in between
regular board meetings to the extent allowed by law and SPHI's Bylaws, All such final
actions that are not required or permitted to be kept confidential shall be disclosed to the
board in a public meeting of the board.

C. Public Coniment. Members of the public who wish 1o comment
upon policies or proposed actions of the SPHI board of directors shall be given a
reasonable opportunity to do so during the “Public Comiment” section of the regular
Board meeting open to the public, before final action is taken and after applicable
information cencerning the matter, if any, has been made available to the public.

d. Notice of Meetings and Agenda. The proposed agenda of all
regular and special meetings of the SPHI board of directors, including the date, time,
place and proposed agenda of the meeting, shall be posted online and on the public
bulletin board of the South Peninsula Hospital, and a copy made available for posting
by the Borough Clerk at least five days prior to the date and time set for the meeting.
Should an emergency or other bona fide issue requiring immediate attention arise, a
special meeting may be held with notice posted for less than the five days otherwise

required by this section.

e. Mectings Unrefated to This Agreement. Nothing in this provision
shall be constroed to require meetings of the SPHI Board of Directors to be open to the
public or to the Borough Contract Administrator when the subject matter discussed is
not related to this Agreement.

f, ‘Records. It is further agreed and understood that records of the
Medical Facilities managed and operated by SPHI pursuant to this Agreement are
subject to the Public Records Act, AS 40.25.100 — 40.25.220 and to KPB 2.54.010 -
2.54.070, including all requirements and exceptions contained therein or listed above,
hecause of its status as an independent contractor of the Borough. Nothing in this section
shall be construed to compel public disclosure of internal SPHI dociments not related
to the management and operation of the Medical Facilities, nor shall SPBI be deemed a
public enfity or quasi-public corporation unless required by law.

3]1. EMPLOYEES AND CONTRACTORS, SPHI is an independent business
and is not an emplovee or agent of the Borough, either by virtue of this Agresment or
otherwise. SPHI's activities conducted under this Agreament are the activities of SPHI
as gn independent contractor, and not that of the Borough or the Service Area. SPHI
has the exchisive authority to hire and fire employees of the Medical Facilities
administered by SPHI, and such employees are the employees of SPHI and not the
Borough or Service Area, SPHI shall in no transaction or endeavor make any
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representation that it has avthority to act for the Borough in any capacity or that it has
anthority to bind the Borough in any manmer through its actions. SPHI shall not
advertise or hold out its activities under this Agreement as being an operation of the
Borcugh, The decisions and actions permitied and authorized under this Agreement are
those of SPHI acting in its capacity as an operator en hehalf of the Borough or Service
Area and not those of the Borough or the Service Area. The restrictions in this
Agreement on SPHI's activities are imposed for the protection of the public funds and
assets that the Borough authorized SPHI to utilize as provided in this Agreement,

32.  INSPECTION. The Borough reserves the right to enter and inspect the
books and records of the Medical Facilities and any other Service Area activity or
Tacility operated by SPHI at any reasonable fime during normal business hours for
administrative personnel, for the purpese of ensuring compliance with this Agreement
and determining the adequacy of the operations, maintenance, upkeep and repair of the
Borough’s property, and any other matters relating to this Agreement. This does not
authorize the Borough to inspect medical, personnel or other records legally considersd
confidential without other authorization.

33, ABSIGNMENT. SPHI shall not have any power to assign its rights or
interests under this Agreement without the prior approval of the Borough Assembly.

34, AMENDMENT. The parties may amend any ferm in this Agreement by
written agreement signed by both parties, subject to approval by the Borough Assembly
by resolution.

35, GOOD FAITH AND FAIR DEALING. The respective contract
administrators for the parties will interpret the provisions of this Agreement in good
faith, The parties will act in accordance with good faith and fair dealing in carrying out
their obligations under this Agreement.

36, BREACH AND REMEDIES.

a. By Borough. If the Borough breaches this Agreement by failing to
comply with any of the terms and conditions herein and has not cured the breach within
sixty (60) days of receipt of written notice thereof from SPHI, SPHI may terminate this
Agreement.

b. By SPHI, If SPHI breaches this Agreemeni by failing to comply
with any of the terms and conditions herein, and has not cured the breach within sixty
(60) days of receipt of written notace thereof” from the Borough, the Borough may
terminate this Agreement.
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c. Cooperation in Transition. SPHI and Borough agree that if this
Agreement is terminated, the parties will cooperate and assist in a smooth transition to
another operator of the Medical Facilities.

37. TERMINATION. Either of the parties hereto may for the reasons
hereinafter set forth in this paragraph terminate this Agreement by giving the other party
ninety {90) days’ prior notice in writing, sent by certified mail, return receipt requested,
or personally delivered. Assembly approval by resolution shall be required for the
Borough to terminate this Agreement, Grounds for such termination are:

a. A breach of any of the terms and conditions herein contained when
such breach is not remedied as herein provided; or

b. When and if either party, because of conditions beyond its control,
is unable to obtain or retain medical doctors to adequately staff the Medical Facilities
managed and operated by SPHI either directly or through a contract; or

e. When either party requests 8 modification of the terms hereof
necessary to relieve it from financial loss in the proper conduct, operation and
management of the Medical Facilities, and is unable to obtain the consent of the other
party 1o a reasonable change or modification sufficient to alleviate such condition; or

d. If the Borough has received or makes application for and receives
financial assistance or grants of operating and capital funds from any government
agency, nonprofit foundation, or other entity for Service Area activities administered by
SPHI, and SPHI materially breaches the terms of such grant Agreement, the Borough in
its sole discretion may determine such breach to be a material breach of this Agresment;
or

e. If the Borough Contract Administrator becomes dissatisfied with
the performance or resulis of SPHI’s operation and maintenance of any of the Medical
Facilities or services provided pursuant to this contract, the Borough Contmct
Administrator may issue a written notice describing the problem and requesting it be
remedied. If the Borough Contract Administrator determines that SPHI has failed to take
reasonable action to remédy the problem within sixty (60) days of the written notice,
this failure constitutes cause and the Borough may terminate this Agreement.

38. SURRENDER ON TERMINATION. SPHI, upen termination of this
Agreement pursuant io the provisions hereof, or any extension thereof, and in the event
there is no successor agreement between the parties, shall work cooperatively with the
Borough and subsequent operator to facilitate a smooth transition of the operation and
management of the Medical Facilities. SPHI shall promptly quit, surrender and reconvey
to the Borough and shall surrender its possession and control of all tamgible and
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intangible assets including without limitation all real and ‘persenal property covered by
this Agreement in a3 good a state and condition that such property was in on the effective
date of this Agreement, normal wear excepted. That property includes, but is not limited
to, all rental and leasehold iaterests of SPHI in all the Medical Facilities, all
improvements, capital improvements, fixtures, equipment, taterials, supplies,
inventory, medical records, business records, revenues, cash, cash equivalents, accounts
recetvable, trust accounts and other property necessary for or associated with the
operation of the Medical Facilities.

Notwithstanding the foregeing, SPHI shall not be required to convey to the
Borough such cash, income or other assets, if any, as are received by SPHI from scurces
independent of and unrelated to this Agreement that were previously disclosed to the
Borough as required by this agreement.

SPHI shall give to the Borough, or such other person identified by the Borough,
all records required for continued operations of the Medical Facilities.

The parties shall cooperate so that all licenses and permnits incident to operation
of the Medical Facilities can be transferred or changed to either the Borough or an
pperator identified by the Borough. SPHI shall file a final cost report with the Borough
within 45 days after termination.

39, FINAL ACCOUNTING. Upoa termination of this Agreement for any
reason there shall be complete accounting and final payment and settlement of accomnts
within ninety (90) davs following the submission of the accounting report covening the
period of time from the end of the last fiscal year andit through the end of operation by
SPHI.

40. SEVERABILITY. No provision of this Operating Agreement shall be
effective which is in violation of any state or federal law or regulation or agreement
heretofore entered into between the Borough and any state or federal agency, relating to
the use or operation of the Medical Facilities administered by SPHI; provided, however,
1f one or more provisions of this Agreement are hereinafter determined te be invalid and
unenforceable, this shall not operate to defeat or invalidate the remainder of this
Agreement unless the lack of enforeeability or invalidity has the effect of substantially
changing the terms and conditions of this Agreement or operates in sech a manner as to
invalidate or defeat the primary purpose or objectives of this Agreement.

4].  SUCCESSORS AND ASSIGNS BOUND. The covenants and conditions
herein contained shall apply to bind the successors and assigns of the parties hereto,

42. TIME QOF THE ESSENCE. Time is declared to be of the essence in this
Agreement and each and every term and provision hereof.
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43, FORCE MAJEURE. Neither party to this Agreement shall be liable for
delays in performance or for non-performance direotly occasioned or caused by Force
Majeure. Force Majenre means any event beyond the reasonable control of the party
claiming to be affected thereby including without limitation acts of God, storms, war,
fire, strikes of general application, acts of & public enemy, insurrections, riots, or rules
or regulations of any governmental authority asserting jurisdiction or comtrol,
compliance with which makes continuance of operations impossible. Strikes, lockouts
or differences with workers which are limited to SPHI's personne] or those of SPHI's
Subcontractors and inability of either party to secure funds shall not be regarded as Foree
Majeure. Upon the occurrence of Foree Majeure, the party affected shall give prompt
notice thereof to the other party and shall do all things reasonably necessary to remove
or mitigate its effects.

44,  WAIVER. The waiver by a party hereto of any term covenant or condition
herein contained shatl not be deemed to be a waiver of such term, condition, covenant,
or any subsequent breach of the same or any other term, covenant, or condition herein
contained.

45. VENUE. Any guit regarding enforcement or application of this
Agreemeni shall be filed and prosecuted in the Kenai Venue District, Third Judicial
District, State of Alaska.

4. NO RIGHTS CONFERRED. Nothing in this Agreement shall be
construed to confer any right or cause of action or suit, either at law or in equity, upon
any person, group of persons, finm, corporation or public officer, other than the parties
signing this contract, and SPHI shall have no authority to bind the Borough or create
any liability on the Borough's part, unless expressly authorized in this Agreement

47,  NON-COMPETITION. The parties understand and agree that, except as
authorized by the Borough Assembly, SPHI shall not engage in any activities that
compete with hospital service arca activities within the boundaries of the Service Area
during the term of this Agreement, any extengion thereof, and for a period of two years
from the date this Agreement is terminated. Borough Assembly anthorization of such
activities may be in the form of a resolution unless an ordinance is otherwise required
by law, aud may be considered pranted if the Borough Assembly appropriates funds for
such an activity.

Nothing herein shall be deemed as precluding any person who serves or served
as an officer or director of SPHI from engaging in the practice of medicine or other
health care-related endeavors. However, no such person may use any “privileged or
confidential information™ whatsoever gained from their involvernent with SFHI as an
officer or director, to compete with SPHI or Service Area activities while serving as an
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officer or director, or for a period of two years thereafler, unless a longer perind is
rexuired by law, from the date the persen ends their service as an officer or director of
SPHI, within the boundaries of the Service Area. “Privileged or confidential
information” has the meaning defined in paragraph 29.a above. Any information in the
public domain or that becomes part of the public domain as a public record, pursuant to
paragraph 29.f, above, is not “privileged or confidential information.”

48.  CONTRACT ADMINISTRATION. The Borough Mayor is the Borough
Contract Administrator under this Agreement. The Presidemt of SIPHI is the
administrator of this Agresment on behalf of SPHI.

49, INTEGRATION. This Agreement, the Agreements described in section
2, all amendments to those Agreements, and all atachments to Lhis agreement which are
integrated herein, constitute the entire agreement bebween the parlies, This Agreement
supcrsedes all previgus cermunications, memorands, correspondence, proposals,
understandhings, agrecments and contracts, both verbal and written, hetween these
parties. Both paries specifically acknowledpe that, in entering inte and executing this
Apgmement, they rely solely upon the representations and agreements containe:d m this
Agreement and no others. No orsl statenents or prior written material not specifically
incorporuted herein shall be recognized by either party or bind either party unless
incerporaled herein by amendment, such amendment to become: ¢ffective on the date
stipubated in such amendment. Further, this Agreement may nol be ¢nlarged, modified,
amended, supplemented, or altered except by amendment pursuant o this Agreemeni,

50.  RECITALS. The Recitals to this Agrecment are hereby incorporated inio
this Agreement s if fully set forth herein.

EENAI PENINSULA BOROQUGH SOUTH FENINSULA HOSPITAL,
INC.
By: : By: M_.
Haonorahle Charlie Plerce David €
Tts: Mayor Its: President, of Dircetors
Approved by KPB Ord, 2019-32 Appro y SPHI N(Thar 5, 201%
Date:_ |5 - %19 Date; Ei,i o]
ATTEST: . APPROVED AS TO FORM AND
LEGAL SUFFICIENCY

H.}r: (;.;F‘-ﬁ_:)f.x\ué.d . /ﬁﬂ




ACKNOWLEDGMENTS
STATE OF ALASKA

)
) B3,
THIRD JUDICIAL DISTRICT 3

FUS
The foregoittg instroment was acknowledgod hefore me this 5 day of Oveeasiner

2019, by Chardie Pierce, Mayor of the Kenai Peningula Borough, sn Alssks municipal

coiporstion, for sod en behalf of the corporation.

NOTARY PUBLIC || <o %
PAMELA WASTELL Notary Public for State of Alaska
STATE OF ALASKA My Commission Fxpires; <414 203
WY COMMISSION EXRIRES Al 11, 2021
STATE OF ALABKA )
) 88,
THIRD JUDICTAL DISTRICT )

‘The foregoing instrument was scknowledged before me thin _}3_% of T xerrine sy’

2014, by David Groesheck, the Prasident of South Penizsula Hogpital, Inc., & non-profit
corporation, for and on behalf of the corporatiom.

Notary PubME for S \553?‘—’ PO
My Commission Bxpires: '/l J20

LAURA J HANSEN
Pakary Public
Gtate o1 Alagka

My Commigshan Expires Jan 6, 2020
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EXHIBIT A

DESCRIPTION OF MEDICAL FACILITIES

The Borough leases the following described property to SPHI ¢heremafter the
“Medical Facilities™) for the term of this Agreement and any extension thereof:

a. The South Peninsula Hospital and its grounds, located at
4300 Bartiett Strect, Homer, Alaska, owned by the City of Homer, more
particularly described as:

Tract A-2, South Peninsula Hospital Subdivision 2008
Addition, filed under Plat No. 2008-32, Homer Recording
Dhstrict, Third Judicial District, State of Alaska.

b. The hospital parking lot preperty and buildings owned by
the Borough, more particularly described as:

Lots 3, 4, 5 and 6, Block 7; Lot 4, Block 8, Lot 6, Block 2,
Fairvicw Subdivision Plat No. HM 56-2936 Volume 8, Page
196, Homer Recording District, Third Judicial District, State
of Alaska,

c. The following leased property located at 4251 Bartleti
Street, Hosner, Alaska, owned by Mark Halpin and B, Isabel Halpin
subject 10 the terms and conditions of the lease, more particularly
described as:

L2-A Bleck 8 TFairview Subdivision Halpin Addition,
according to Plat No. 2009-43, Homer Recording District,
Third Judicial District, State of Alaska,

d. 4,904 sq. ft. of office space located at 4136 Bartlett Street,
Homer, Alaska 99603 subject to the terms and conditions of the lease,
more particularty described as:

Lot 2-A, Block 5, Fairview Subdivision No. 11, as shown on
Plat No. 85-28, Homer Recording District, Third Judicial
District, State of Alaska.

€. Approximately 1,500 square feet of the office space owned
by Westwing LLC located at 4117 Bartlett Street, Homer, Alaska 99603

1



gubject to the terms and conditions of the lease, more particulardy
described as:

Lot 4, Block 10, Fairview Subdivigion, as shown on Plat No.
56-2936, Homer Recording District, Third Judicial District,
State of Alaska.

f. 3,780 square feet of office space and 3,225 square feet of
basement office space both within the Kachemak Bay Professional
Building, 42()1 Bartlett Street, Homer, Alaska 99603 subject to the terms
and conditions of the lease more particularly described as:

Lot 1-A Block 9, Fairview Subdivision 2003 Addition, as
shown on Plat No. 2004-101, Homer Recording District, Third
Judicial Drigtrict, State of Alaska.

. The following leased property owned by Jonas Ridge, LL.C
located at 203 Pioneer Avenue, Suite 1, Homer, Alagka 99603, subject to
the terms and conditions of the lease, more particularly described as:

Tract A, Chamberlain & Watson Sab Plat of Tract A, Section
19, T68, R13W, 5.M., Plat 075063, Homer Recording District,
Third Iudicial District, State of Alaska.

h. Office space owned by the Kenai Peninsula Borcough
located at 348 Cityview Avenue, Homer, Alaska 99603, more particuiarly
described as:

Lot 4, Block 8, Fairview Sub., Section 18, Té6N, RI3W,
Seward Meridian, Plat 1956-2936, Homer Recording District,
Third Judicial District, State of Alaska.

i Office space owned by the Kenai Peninsula Borough
located at 347 Cityview Avenue, Homer, Alaska 99603, more particularly
described as:

Lot 6, Block 9, Fairview Sub., Section 18, TeN, R13W,
Seward Meridian, Plat 1936-2936, Homer Recording District,
Third Judicial District, State of Alaska.

j- Such other Borough-owned or leased facilities, if any, as
are anthorized by the Borough pursuant to this Agreement for SPHI to
sublease and operate pursuant to this Agreement.

2



EXHIBIT B

W)

October 2017
Financial Performance Report

EX.B-Pgint 13



B-PgZof 13



South Peninsuls Hospltal
CFO Report FY 2018 Overview of October Financlals
tncome Statement-
Patient Service Revenue (PSH)

inpatient PSR of $2.20 s down 5478X fram September and budget by $308K, this is attributed to an Increase in
Medicare/Medicald, elmost half patient days were swing days (110/267=42%) as reflected in the tlevated LOS. We
experieaced a slight intrease in Medicare payer mix to 39% from 35% in September and drop in Commerclal to 28%
from 34% which negatively iImpacts our contractual deduetions. LTC was slightly ahead of September and budget,
currently census Is at 100% ahead of budget by 4% YTD. Owutpatlent Anclilary at $5.5M is down from Sept by $673K of
maost attributed to less [k end ER charges offset by increases in surgery charges.

Deductions for Contractual and Bad Debt

Contraciual discounts were dewn In Dctober which averaged 35% from September's 38% due o the shift from inpatlent
1o outpatient revenue end a positive adjustment of $167K 1o Medicare contractual from a more favorabie sertiement
payment or the FY 2016 Cost Report than estimated. Additionaby, we had a substantlal drop in bad debt as the Aging
continues to improve for the hospital AR and we heve flushed out most of the ald clinle and LTC AR from Bddent. Sihee
our bad debt reserve % is higher for the older aging buckets s our reserve agalnst AR is dropping each manth. Back in
January we had 56.6M in aver 120 days old and at the end of October we have less than S5M. Chardty care had trepded
fdown as we have processed all approved epplications but we had seversl Isrge applications approved for high dailar
surgeries for several Medicare age patients whao can't afford the co-pays and deductibles. It's rewarding to assist meny
of the families or couples from our community who have applled recently they are truly deserving of the assktance,

Vplumes for Qetober

Acute care occupancy down at 41% (FY October atso 41%) compared to 568 in September, Our LOS is running high at 4.3
but down from 5.8 in September, YTD Is 4.3 stili high for 8 CAH end acute/swing days were 267, YTD we are above prior
year with an average of 300 days compared to 294 days for the first 4 months of the fiscal year. October's ADC (average
daily. census) of B.6 is weil beiow ave of 11.2 in September as reflected In our patient deys.

October surg ezl volumes picked up slightly 10 15 inpatlent surgetes and 117 O/P surperies from 84 in September;
contributing to improved revenues for surgery [Dr, had 29 surgeries

}. 5o fer this year we are trending down 11%, 390 surgeries YTD versus 453 YTO in FY2017, r (303, ~E
{(16)and, £ {14} and ~E (9} comprise 58% of Surgerles in Ociober. F=Employed

The remainder of the cutpatlent departments had salld volumes In Dcteber, with total lab tests at 11,002 {health fair
month} compered to 9,042 last October {drop from 12,071 in September-employes and health falr labs) and Radloiogy
had 1,334 praocedures ompared te 1,380 last October byt in line with September's 1,422, ER was down in Octaber at
353 vislts versus September 2t 449 bt up from 404 visits last October. Even with less ER visits we had 35 inpatient
admisslons to Acute/iCU compared to 39 last month..

LTC accupancy was at 98%. AR st 10/31/17 was [fithe over S9S0K with AR over 120 less than $25K. We have 2 resldents
with $250K of outstanding AR going back to July and August due to the State requesting reapplication for services, the
new LTC Director and | met this week and she is investigating the status.

Operating Expenses

EX.B-Pgint13



Overall, expenses of $5,9M were within $200K of September and were 2% or $120K below budget of S6M due 2o
famrahle hudget variances In most expense categpris Emept suppiies ahd professional fees. YTD total expenses ars at
; i - p varjance of 5.5% and we are only trending up slightly from

the w YTD nf$22 Dﬁs whlid'l Is less than 3% Increase.

Overall most cetegories are below budget YTD except for contract staffing some of which Is due to prior year involoes
submitted in FY18, We are down to b travelers this year from a high af 17 in the prior vear and are pur cap for FY 18.
saftware maintenance was budgeted in R&M but netted against the favorable variance we ere stifi over due to timing
and unludgeted expenditures,

Overall Results and Mon-Recurring Expensa

Operations resudted in a surplus of 3.2% or $194K above budget for October which was anticipated to be break even.
The total surplus for October was 5552K ar 2.0% compared 1o $279K budgeted or 4.5% putting us at 12.7%. YTD we are
at 53.4M thru first 4 months of FY18; this is compared to 8.4% and 52.1M in the budget a fevorable vﬁrilrlgzgf 51.3M
or 608, In prior year the total surplus ¥YTD was $668¥ so we are ahead of prlor year by 52.7M.

i s essetinl that we siay focused on cost reductions as our Commercial volume is highly concentrated with few payers
{Blue Crass, Triwest and Aetna) and unrelfable ronth to momth and government changes will most likely continue to
erode owr reimbursement and it comprised Medicare/Medicaid represent 68% of our revenues for the past 12 months.

BALANCE SHEET

Cash is up from September at $13.7M versus 511.7M and day’s cash on hand for operations 1s at 75 days. The Cash
collections report highlights where our collections splked In Qctober as the revenue cycle team comdinues to improve in
all areas. Met Accounts Receivable is down slightly from September at $10.5M compared to $10.9M-and i anticipete this
will be predictable level for FY18. October collectlons were $6.3M from operations and we received S680K for cast
reporis settiements from Medlcare boesting total cash collections to $7M our highest month in history,

EX B -Pgdof 13
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PERFORMANCE INDICATORE REPORT FY2017

YTD

Inifioator Oct-17 Prigr Year Taget Varaaes
(razs Patient Revenve FoTE 32,288 110 $40,541,85¢ S725T8
Daducfions From Rivenue 10,748 535 $15840,177 $E84 080 .
et Pafiont Revenuy $24.573, 168 21,530,574 $24 831,114 -$58 607

| Acuta Care Occupancy including Obsenstion 4% 50% -3.0%

| Average Lenglh of Stay 257 400 03

Total Sugesten 620 &0 7

| Ememency Roam Visls 1997 2000 (18]
Average Dally Revenus 1997 $444 205 47020
(inpellent Chare per Paliant Day. §67,438 $85,199 (B.782)
|Outpatient Charge per visl* L] =
[Tokal Operatis Expense SBI3A SURGEE
Gin.oma irgem Operations $1,048 151 $908 345
EBITDA 52,016,813 $911,524

el theome 3,358,075 5448114
Average Dally Expense $186,070 $7.640

Caeh on Hend - Bank L $17 558 313 3,230 440
Cagh an Hand - KPE Imvestment 1 .

Days of Cash on Hand without Investrnet 3 £ ) 13

Het Accouriis Receivable Days 55 2 45 110

Gross Accoumls Receivable Days 45 H 45 ]

Payer Mix -
Medicare 3.7 95.35% £6.0% 3%
Medicabd 29.85% HOM B50% 4.7%
Commerclol 28.05% X.30% 35.0% -T0%
Seif-Pay 3.58% B.38% S1a -14%
Confractuw % by Payer

Medicurs 48.7% 3B.0% 45.0% 4%
Medinsdd 2% 2 E% 30.0% -5.7%
Commercial A0.7% 30.3% 20.0% D%
Solf-Pay 5.9% 10.8% 0.0% 4596
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South Peninsuia Hospitai

Summary Aging by Financial Class-mdluding Athens and LTC (PCCand HH {Kinser)

[ 103117 | o/monT | &a1A7 | TIIAT | &7 | BT | 48057 |
Long Term Care 068 582 946,128] 1482088 1487,186] 1671522 1611838 1476141
Medicare - 6,657,924| 6255332| 6002287 4724828) 5008222 5131480 '_"_4,342,11"1_
Medicaid 2,600,728 1854274 2553184 2324681 2450804 37142926( 3357633]
Private insurance 6123,148| BB06,331| 5553561 5527323 6713826 50538940| 6,171,623
Saif-Pay 3088,416] 2045087 2961313 3181885 3221762 3,378886| 3,734,062
Home Heslth 310,522 330,730 326,602 332,708 325 B8O 412805 453 26%
Manth End Acoruat 56,115 452 BA0| 670,019 502,200 688 454 644 316| 537,601
Totake (18315774
Aged Over 120 Davs
Long Term Gare 24,308 37,775 323 854 549 577 211,524 228408 293 BB1
Medicare B58 680 554 267 353 425 287 050 239 176 EG0.378| 508081
‘Medicald 413,752 418 863 572 487 477,309 516,256 581178| ©85314
Piivate Inewrance 860.756 846,379 950417| 1.210707] 1,088 554 782.987| 907,473
Self-Pay 2,806,775 2618,155| 2613430| 2,456,850 2651004| 2686422] 3,120,807
Home Healil 83 401 130,939
Totals [ 4786607 4605870] 4B13413] 4081656 4600393] 4768360 5513538
PBercentage over 120 davs
Long Term Care 3% A% 22% AT% 13% 14% 20%
Madicare 10% 9% 8% 8% 4%, 11% 10%
Medicaid 15% 21% 2% 2% 21% 19% 0% |
Private Insurance 165 15% 17% 22% 10% 13% 15%
SeX-Pay 84% 80% 88% 78% B2%, 78% B4%
Totals [ 24% [ 24% | 5% | 8% | 23% | 254% | 2% |
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EXHIBIT ¢
MEMORANDUM OF AGREEMENT

This Memorandum of Agreemieni iz made between Sonth Peninsula Hospital, Inc.
{(*SPFHT™) and the Kenai Peninsnia Borough (“Boraugh™), to set forth the terms and
canditions for the transfer of finds between SPTIT's Plant, Replacemett and Expansion
Fund and the Borough's centrel investment pool, as follows:

3.

Whon SPHI determines that 8 deposit or witlidrawal shonld be made 1o ar from
the PREF, SPHI shall notify the Borough Finance Director or designee of the
amount, date, method and other recessary infonmation to effectusts fhe deposi
or withdirawal. Except under emergency circamstances, SPHI shall give advance
notice of at lcast one day for deposits. For withdrawals from the PREF, SPHI
shall make reasonable ¢ftorts to provide at least two days’ notice before the next
asserably meeting packet deadline of the requested withdrawal amount and date.
Upon receipt of notice from SPHL, the Finaice Directot or designee shall take
action {0 accept the deposit on the date requested by SPHI or, for withdrawals,
make reasonable efforts to submit an erdinance to the asvembly for imroduction
at the nex1 regular assembly meeting, approprinting the designated PREF funds,

The Boreugh shall separately account to SPTIT for PREF deposits, withdrawals
and investment earmings each calendar quarter. PREF fimds on deposit in the
Borough central investment pool, snd earnings thereon, shall be managed
gecording to Boroagh ordinances and resohtions gaverning investment of Tunds,
mnd allocation of earnings on Investnents, in the central mvestment pop), Al
carnings allocaled to the SPHI PREF funds on deposit in the ceniral investmen
pool are deemed to be reinvested to the PREF and their use also ig restricted to
jnvestinent for the PREF.

It is the parties’ intent that al} promises, covenants, agreements, ferms and
conditions of the Opaating Agreement hetwecn SPHI and the Borough shali
remain in full force and effect and this Memermdum of Agreement is not
intenilcd to vary the terms of the Operating Agrcoment,

KENAI PENINSULA BOROUGH SOUTH PENINSULA HOSPITAL,

Charlic Plerce Gmé&bt(
Boroygh Mayor SPHT Board P lda'll
Dm:lﬁ!ﬂlaglq Pated: n\&rl



Approved by KPB Ond, 2019-32 Approved by Board Res.

Dated: I Wttty Diatest: al
Seetithso, 7,
= g o
ATTEST: =g z
U & ZAPPROVED AS TO FORM AND
%, e S LEGAL SUFFICIENCY

STATE OF ALASKA )
THIRD JUDICIAL DISTRICT )

N
The foregning insirument was acknowledged beforo me this S day of Qe omipey .
2619, by Chaslie Pierce, Muyor of Kenai Peninyula Borough, un Aleska municipal corpormtion,

on behalf of the corporation. @
NOTARY PUBLIC

Nofary Public in &nd for Alaske
My Commizrion Expiress  ~{-11- 30

THIRD JUDICTAL THSTRICT )

The foregoing instrument was scknowledged before me this 20 day of 1 )0¢ .
2019, by David Groesbeck, President, Sowuth Peninsule Hespital, Inc., an Alaska nonprofit

comporation, on behalf of the eomperation.
i
IS =

Notary Pubfic igjand for Alagka

My Commissian Expires:_<Ja.08, 20, 2083




CONSENT TO SUBLEASE

The City of Homer, Alaska, as Lessor upder that certain Lease of Homer Hospital
entered into on the 10T day of November, 1969, and smended March 17, 1999, October 31,
2005, and June 22, 2006, between the City of Homer and the Kenai Penineula Borowgh {the
Wj,h@ymﬂsmmwmmhhmmmﬂmpﬂﬂmfmm
above and emteved mtu mw_&% 2019, between the Kenai Peninsula
Borough and South Peninsuls tal, The., upon the cxpress conditions that (a) this Consent
shall not be deemed 2 waiver or relinquishment of the covenant against assignment or subletting
set forth in Section: 14 of the Lease; and {b) the City of Homer does not hereby consent to amy
further assignment or subletting of the premises; and {c) this Consent shall not release the Kenai
Peninsula Borough from the full performance of the provisions of the Lease, as tow existing or
a8 may hercafler be amended

this 205" day of [NiEmegse, 2019.

CITY OF HOMER ALASKA

ATTEST:

Lb@g)fﬁ
City UfHomﬁ 5 City Clerk







FIRST AMENDMENT TO THE OPERATING AGREEMENT FOR SOUTH
PENINSULA HOSPITAL

This Second Amendment to the Operating Agreement for South Peninsula Hospital
(“Second Amendment to the OA™) is by and between South Peninsuls Hospital, Inc., an Alaska
nonprofit corporation, of 4300 Bartlett, Home, Alaska 99603, hereinafter referred to as “SPHI”
and the Kenai Peninsula Borough, an Alaska municipal corporation of 144 N. Binkley, Soldotna,
Alaska 99669, hereinafter referred to as “Borough,” collectively referred to as the parties.

WHEREAS, effective January 1, 2020, the parties entered into an operating agreement for
South Peninsula Hospital (the “operating agreement”); and

WHEREAS, Exhibit A of the operating agreement describes the property leased to SPHI;
and

WHEREAS, in Ordinance 2021-19-17 the Kenai Peninsula Borough assembly authorized
the purchase of property at 4135 Hohe Street, Homer, Alaska, for hospital purposes and authorized
the mayor to amend the operating agreement to include this additional property; and

WHEREAS, it would be appropriate to list the above referenced acquired property in the
operating agreement to clarify that they are also leased to and will be operated by SPHI;

NOW THEREFORE, in consideration of the mutual covenants contained herein the parties
agree as follows:

I. That Exhibit A of the Opcrating Agreement is hereby amended to read as follows:

EXHIBIT A
C AL IT1

The Borough lcases the following described property to SPHI (hereinafter the “Medical
Facilities™) for the term of this Agreement and any extension thereof®

a. The South Peninsula Hospital and its grounds, located at 4300
Bartlett Street, Homer, Alaska, owned by the City of Homer, more
particularly described as:
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Tract A-2, South Peninsula Hospital Subdivision 2008
Addition, filed under Plat No. 2008-92, Homer Recording
District, Third Judicial District, State of Alaska.

b. The hospital parking lot property and buildings owned by the
Borough, mare particularly described as:

Lots 3, 4, 5 and 6, Block 7; Lot 4, Block 8, Lot 6, Block
9, Fairview Subdivision Plat No. HM 56-2936 Volume
8, Page 196, Homer Recording District, Third Judicial
District, State of Alaska.

c. The following leased property located at 4251 Bartlett Street,
Homer, Alaska, owned by Mark Halpin and B. Isabel Halpin subject to the
terms and conditions of the lease, more particularly described as:

L2-A Block 8 Fairview Subdivision Halpin Addition,
according to Plat No. 2009-43, Homer Recording
District, Third Judicial District, State of Alaska,

d. 4,904 sq. f1. of office space located at 4136 Bartlett Street, Homer,
Alaska 99603 subject to the terms and conditions of the lease, more
particularly described as:

Lot 2-A, Block 5, Fairview Subdivision No. 11, as
shown on Plat No. 85-28, Homer Recording District,
Third Judicial District, Statc of Alaska.

e. Approximately 1,500 square feet of the office space owned by
Westwing LLC located at 4117 Bartlett Strect, Homer, Alaska 99603
subject to the terms and conditions of the lease, more particularly described
as:

Lot 4, Block 10, Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.

f. 3,780 square feet of office space and 3,225 square feet of basement
office space both within the Kachemak Bay Professional Building, 4201
Bartlett Street, Homer, Alaska 99603 subject to the terms and conditions of
the lease morc particularly described as:

Lot 1-A Block 9, Fairview Subdivision 2003 Addition,
as shown on Plat No. 2004-101, Homer Recording
District, Third Judiciat District, State of Alaska,
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g The following leased property owned by Jonas Ridge, LLC located
at 203 Pioneer Avenue, Suite 1, Homer, Alaska 99603, subject to the terms
and conditions of the lease, more particularly described as:

Tract A, Chamberlain & Watson Sub Plat of Tract A,
Section 19, Té6S, R13W, S.M,, Plat 075063, Homer
Recording District, Third Judicial District, State of
Alaska.

h. Office space owned by the Kenai Peninsula Borough located at 348
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Lot 4, Block 8, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

i. Office space owned by the Kenai Peninsula Borough located at 347
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Lot 6, Block 9, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

j- Office building owned by the Kenai Peninsula Borough located at
4135 Hohe Street, Homer, Alaska 99603, more particularly described as:

Lot 1 Block 5 Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.
k. Such other Borough-owned or leased facilities, if any, as are
authorized by the Borough pursuant to this Agreement for SPHI to sublease
and operate pursuant to this Agreement.
2. All remaining terms and conditions of the Operating Agreement shall remain in full force
and effect.

KENAI! PENINSULA BOROUGH SOUTH PENINSULA HOSPITAL, INC.

Mike gavan-e 4 .

Borough Mayor
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Borough Clerk
ugh Cleck ALH 4| Spvensg
82
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Todd Sherwood ZRw s e f //’/IH”“\\\\\\\
Deputy Borough Attorney
ACKNOWLEDGMENTS
STATE OF ALASKA )

) ss.
THIRD JUDICIAL DISTRICT )

The foregoing instrumeat was acknowledged before me this/ | s dayof 2l iy
2022 2097 by Mike Navarre, Mayor of Kensi Peninsula Borough, an Alaske municipal

corpomnon. on behalf of the corporation.

Ay OFFICML SEAL ;
B3 oty p; 0 :: Notm-y!'«llali:.-i:mmlﬂ:rAlaskaww(;%C
- Oognwm Stete of Alaska & My Commission Expires:

Expires With Office

STATE OF ALASKA )

THIRD JUDICIAL DISTRICT )

i
The foregoing instrument was scknowiedged before me this 28 dey of \JOVe m loer
, 2022, by Kelly Cooper, President, South Peninsula Hospital, Inc., an Alaska nonprofit

corporation, on behalf of the corporation.
voury EAIAJONES | Mt Soves—
otlary Public, State o agke
Commisslon # 200124005 Notary Public in and fof Afaske

' My Commisaion Expiras My Commission Expires: O { ol Y-Q4

January 24, 2024
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SECOND AMENDMENT TO THE OPERATING AGREEMENT FOR SOUTH
PENINSULA HOSPITAL

This Second Amendment to the Operating Agreement for South Peninsula Hospital
(“Second Amendment to the OA™) is by and between South Peninsula Hospital, Inc., an Alaska
nonprofit corporation, of 4300 Bartlett, Home, Alaska 99603, hereinafter referred to as “SPHI”
and the Kenai Peninsula Borough, an Alaska municipal corporation of 144 N. Binkley, Soldotna,
Alaska 99669, hereinafier referred to as “Borough,” collectivcly referred to as the parties.

WHEREAS, effective January 1, 2020, the parties entered into an operating agreement for
South Pcninsula Hospital (the “operating agreement"); and

WHEREAS, Exhibit A of the operating agreement describes the property leased to SPHI;
and

WHEREAS, in Ordinance 2021-19-20 the Kenai Peninsula Borough assembly authorized
the purchase of property at 203 West Pioneer, Homer, Alaska, for hospital purposes and authorized
the mayor to amend the operating agreement to include this additional property; and

WHEREAS, it would be appropriate to list the above referenced acquired property in the
operating agreement to clarify that they are also leased to and will be opcrated by SPHI; and

WHEREAS, Ordinance 2021-19-17 authorized a first amendment to the operating
agreement;

NOW THEREFORE, in consideration of the mutual covenants contained herein the partics
agree as follows:
1. That Exhibit A of the Operating Agreement is hereby amended to read as follows:

EXHIBIT A
DESCRIPTION OF MEDICAL FACILITIES

The Borough leascs the following described property to SPHI (hereinafter the “Medical
Facilities™) for the term of this Agreement and any extension thereof:

a. The South Peninsula Hospital and its grounds, located at 4300
Bartlett Street, Homer, Alaska, owned by the City of Homes, more
particularly described as:

Second Amendment to OA
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Tract A-2, South Peninsula Hospital Subdivision 2008
Addition, filed under Plat No. 2008-92, Homer Recording
District, Third Judicial District, State of Alaska.

b. The hospital parking lot property and buildings owned by the
Borough, more particularly described as:

Lots 3, 4, 5 and 6, Block 7; Lot 4, Block 8, Lot 6, Block
9, Fairview Subdivision Plat No. HM 56-2936 Volume
8, Page 196, Homer Recording District, Third Judicial
District, State of Alaska.

c. The following leascd property located at 4251 Bartlett Street,
Homer, Alaska, owned by Mark Halpin and B. Isabel Halpin subject to the
terms and conditions of the lease, more particularly described as:

L2-A Block 8 Fairview Subdivision Halpin Addition,
according to Plat No. 2009-43, Homer Rccording
District, Third Judicial District, State of Alaska,

d. 4,904 sq. fi. of office space located at 4136 Bactlett Street, Homer,
Alaska 99603 subject to the terms and conditions of the lease, more
particularly described as:

Lot 2-A, Block 5, Fairview Subdivision No. 11, as
shown on Plat No. 85-28, Homer Recording District,
Third Judicial District, State of Alaska.

e Approximately 1,500 square feet of the office space owned by
Westwing LLC located at 4117 Bartlett Street, Homer, Alaska 99603
subjecct to the terms and conditions of the lease, more particularly described
as:

Lot 4, Block 10, Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.

f. 3,780 square feet of office space and 3,225 square feet of basement
office space both within the Kachemak Bay Professional Building, 4201
Bartlett Strect, Homer, Alaska 99603 subject to the terms and conditions of
the lease more particularly described as:

Lot 1-A Block 9, Fairview Subdivision 2003 Addition,
as shown on Plat No. 2004-101, Homer Recording
District, Third Judicial District, State of Alaska.

Second Amendment to OA
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h, Office space owned by the Kenai Peninsula Borough located at 348
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Lot 4, Block 8, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

i Office space owned by the Kenai Peninsula Borough located at 347
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Lot 6, Block 9, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

j- Office building owned by the Kenai Peninsula Borough located at
4135 Hohe Street, Homer, Alaska 99603, more particularly described as:

Lot | Block 5 Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.

k. Office building owned by the Kenai Peninsula Borough located at
203 Pioneer Avenue, Suite 1, Homer, Alaska 99603, more particularly
described as:

Tract A, Chamberlain & Watson Sub Plat of Tract A,
Section 19, T6S, R13W, S.M., Plat 075063, Homer
Recording District, Third Judicial District, State of
Alaska.

1. Such other Borough-owned or leased facilities, if any, as are
authorized by the Borough pursuant to this Agreement for SPHI to sublease
and operate pursuant to this Agreement.

2. All remaining terms and conditions of the Operating Agreement shall remain in full force

and effect,
KENAJ PENINSULA BOROUGH SOUTH PENINSBILA HOSPITAL, INC,
),%j %fﬂ/’/“‘- .
Mike Navarre * Ke}mer
Borough Mayor SP. d President
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ATTEST:

WMW i . \\nlttUdrd ceretary
Borough Clerk A(H M id%lf‘n/“ WE‘\:’,%_BO /5/,
. .,‘o

SPa 7,
S Z
£3; S
/Z 4! S
% T o $
A : #})ﬂdl 196& \\\\\
Todd Sherwood : s
Deputy Borough Attormncy
CKNOWLED
STATE OF ALASKA )
) §s.
THIRD JUDICIAL DISTRICT )

The forcgoing instrument was acknowledged before me this J_q_day of _hf tom’ﬂ” ¥

20 Z3 , 2022 by Mike Navarre, Mayor of Kenai Peninsula Borough, an Alaska mumclpal 4
corporauon on behalf of the corporation.

L

i . _
Notary[Public'in and for Alaska _g\

My Commission Expires: gie el

STATE OF ALASKA

)
) ss.
THIRD JUDICIAL DISTRICT )

The foregoing instrument was acknowledged before me this azhday of NWWIOG‘)"

, 2022, by Kelly Cooper, President, South Peninsula Hospital, Inc., an Alaska nonprofit
corporation, on behalf of the corporation.

f MAURA JONES bt 47777578

Notary Public, State of Alaske Notary(Public in drd fpr Alaska

Commission# 200124008 Q] ) . =
My Commisaion Expires My C LB es: O[-&

JunuaLM. 2024
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THIRD AMENDMENT TO THE OPERATING AGREEMENT FOR SOUTH
PENINSULA HOSPITAL

This Third Amendment to the Operating Agreement for South Peninsula Hospital (“Second
Amendment to the Operating Agreement”) is by and between South Peninsula Hospital, Inc., an
Alaska nonprofit corporation, of 4300 Bartlett, Home, Alaska 99603, hereinafter referred to as
“SPHI” and the Kenai Peninsula Borough, an Alaska municipal corporation of 144 N. Binkley,
Soldotna, Alaska 99669, hereinafter referred to as “Borough,” collectively referred to as the
parties.

WHEREAS, effective January 1, 2020, the parties entered into an Operating Agreement
for South Peninsula Hospital (the “Operating Agreement”); and

WHEREAS, the SPHI Board of Directors requested an increase to the total cumulative
annual cost of real property leases in which SPHI is the sole lessee under the Operating Agreement,
Paragraph 14(b) as well as an amendment to the Operating Agreement amending Paragraph 10(d)
and 14(b) of the Operating Agreement, to state that the annual reported Property Lease List will
include a category of contract labor housing leases, but that those leases will not count toward the
annual cap under Paragraph 14(b) of the Operating Agreement; and

WHEREAS, South Kenai Peninsula Hospital Service Area Board approved the requested
amendments to the Operating Agreement and recommended approval by the Borough Assembly;
and

WHEREAS, Resolution 2023-019 was adopted by the Borough Assembly on February 21,
2023, approving the requests to an increase to the annual cumulative lease total and an amendment
to the Operating Agreement; and

WHEREAS, the Third Amendment document did not get executed by the parties and SPHI
has subsequently requested an additional increase in the cumulative lease total; and

WHEREAS, Resolution 2023-58, was adopted by the by the Borough Assembly on

September 19, 2023, approving the requests to an increase to the annual cumulative lease total,
Exhibit A updates, and a Third Amendment to the Operating Agreement;

NOW THEREFORE, in consideration of the mutual covenants contained herein the parties
agree as follows:
1. That Paragraph 10.d. of the Operating Agreement is hereby amended to read as follows:

d. Property Lease List. The Property Lease List shall include a list of all real property
leases, regardless of term length or cost, and of all other operating and capital leases with terms

Third Amendment to Operating Agreement with SPH, Inc.
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greater than one year. This shall apply to all leases entered into by SPHI as lessee or lessor. At a
minimum, the list must identify the leased property (including the address or legal property
description), lessor/lessee, term, and cost. This list will include all leases SPHI has entered into for
the purposes of contract labor housing. SPHI shall provide copies of any leases related to the
services provided under the terms of this Agreement upon request by the Borough Contract
Administrator.

2, That Paragraph 14.b. of the Operating Agreement is hereby amended to read as follows:

b. Leases in Which SPHI is the Lessee. Leases in the name of SPHI in which SPHI
is the Lessee and no obligation whatsoever is imposed upon the Borough, either express or
implied, are not subject to the requirements in subparagraph 14.a. of this agreement. Under no
circumstances shall such leases obligate the Borough in any way whatsoever without advance
Borough Assembly approval. All such leases shall contain a clause stating: "In the event that the
Operating Agreement between SPHI and the Kenai Peninsula Borough is terminated and not
renewed or extended, and the Kenai Peninsula Borough either assumes operation of the Medical
Facilities or contracts with another entity to continue such operation, the continuation of this
lease with the Borough or a subsequent operator is subject to Borough Assembly approval and
the availability and appropriation of funds." In any event, written approval by the Borough
contract Administrator is required for all such leases costing $100,000 or more annually. Total
cumulative annual costs of such leases shall not exceed $650,000. This total annual cost ceiling
for leases does not include leases entered into by SPHI for the purposes of providing contract
labor housing. Increases to the cumulative annual limitation must be approved by the Borough
Assembly by resolution.

3 That Exhibit A of the Operating Agreement is hereby amended to read as follows:

EXHIBIT A
DESCRIPTION OF MEDICAL FACILITIES

SPHI manages and operates following described property on behalf of the Borough’s South
Kenai Peninsula Hospital Service Area (hereinafter the “Medical Facilities™) for the term of this
Agreement and any extension thereof:

a. The South Peninsula Hospital and its grounds, located at 4300
Bartlett Street, Homer, Alaska, owned by the City of Homer, more
particularly described as:

Tract A-2, South Peninsula Hospital Subdivision 2008
Addition, filed under Plat No. 2008-92, Homer Recording
District, Third Judicial District, State of Alaska.

Third Amendment to Operating Agreement with SPH, Inc.
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b. The hospital parking lot property and buildings owned by the
Borough, more particularly described as:

Lots 3,4, 5 and 6, Block 7; Lot 4, Block 8, Lot 6, Block
9, Fairview Subdivision Plat No. HM 56-2936 Volume
8, Page 196, Homer Recording District, Third Judicial
District, State of Alaska.

g, The following leased property located at 4251 Bartlett Street,
Homer, Alaska, owned by Mark Halpin and B. Isabel Halpin subject to the
terms and conditions of the lease, more particularly described as:

L2-A Block 8 Fairview Subdivision Halpin Addition,
according to Plat No. 2009-43, Homer Recording
District, Third Judicial District, State of Alaska,

d. 10,520 square ft. of office space located at 4136 Bartlett Street,
Homer, Alaska 99603 owned by the Kenai Peninsula Borough, more
particularly described as:

Lot 2-A, Block 5, Fairview Subdivision No. 11, as
shown on Plat No. 85-28, Homer Recording District,
Third Judicial District, State of Alaska.

€ Approximately 1,500 square feet of the office space owned by
Westwing LLC located at 4117 Bartlett Street, Homer, Alaska 99603
subject to the terms and conditions of the lease, more particularly described
as:

Lot 4, Block 10, Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.

£ 5,500 square feet of office space and 5,500 square feet of basement
office space both within the Kachemak Bay Professional Building, 4201
Bartlett Street, Homer, Alaska 99603 subject to the terms and conditions of
the lease more particularly described as:

Lot 1-A Block 9, Fairview Subdivision 2003 Addition,
as shown on Plat No. 2004-101, Homer Recording
District, Third Judicial District, State of Alaska.

g. Intentionally Deleted

h. Office space owned by the Kenai Peninsula Borough located at 348
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Third Amendment to Operating Agreement with SPH, Inc.
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Lot 4, Block 8, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

i Office space owned by the Kenai Peninsula Borough located at 347
Cityview Avenue, Homer, Alaska 99603, more particularly described as:

Lot 6, Block 9, Fairview Sub., Section 18, T6N, R13W,
Seward Meridian, Plat 1956-2936, Homer Recording
District, Third Judicial District, State of Alaska.

i Office building owned by the Kenai Peninsula Borough located at
4135 Hohe Street, Homer, Alaska 99603, more particularly described as:

Lot 1 Block 5 Fairview Subdivision, as shown on Plat
No. 56-2936, Homer Recording District, Third Judicial
District, State of Alaska.

k. Office building owned by the Kenai Peninsula Borough located at
203 Pioneer Avenue, Suite 1, Homer, Alaska 99603, more particularly
described as:

Tract A, Chamberlain & Watson Sub Plat of Tract A,
Section 19, T6S, R13W, S.M., Plat 075063, Homer
Recording District, Third Judicial District, State of
Alaska.

1 1,008 square feet of office space located at 4252 Hohe St. Suite B
owned by Homer Health Professional Building LLC, Homer, Alaska
99603, more particularly described as:

Lot 9 Block 1, Fairview Subdivision, according to Plat
filed in Book 8, Page 196, Homer Recording District,
Third Judicial District, State of Alaska.

m. 1,500 square feet of office space and residential housing located at
263 W. Fairview Ave owned by Red Raven LLC, Homer, Alaska 99603,
more particularly described as:

Tract 6S R 1 3W Section 19, Seward Meridian HM 0562936,
Fairview Subdivision Lot 12 Block 4, Homer Recording District,
Third Judicial District, State of Alaska.

Third Amendment to Operating Agreement with SPH, Inc.
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n. Such other Borough-owned or leased facilities, if any, as are
authorized by the Borough pursuant to this Agreement for SPHI to sublease
and operate pursuant to this Agreement.

4. All remaining terms and conditions of the Operating Agreement shall remain in full force
and effect.

KENAI PENINSULA BOROUGH SOUTH PENINSULA HOSPITAL, INC.

Peter A. Micciche Ryan Smith

Borough Mayor SPHI Chief Executive Officer

ATTEST:

A\l

Michele Turner, CMC
Borough Clerk

Approved as to Form
and Legal Sufficiency:

Sean Kelley

Sean Kelley, Borough Attorney
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