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Hazel Hawkins

MEMORIAL HOSPITAL

REGULAR MEETING OF THE FINANCE COMMITTEE
SAN BENITO HEALTH CARE DISTRICT
911 SUNSET DRIVE, HOLLISTER, CALIFORNIA
MONDAY, MARCH 24, 2025 - 4:30 P.M.
SUPPORT SERVICES BUILDING, 2"? FLOOR - GREAT ROOM

San Benito Health Care District is a public agency that serves as a responsive, comprehensive health care
resource for its patients, physicians and the community.

1. Call to Order

2. Review Financial Updates
e Financial Statements — February 2025
e Finance Dashboard — February 2025
e Supplemental Payments — February 2025

3. Consider Recommendation for Board Approval of Professional Services Agreement with Lorilee Sutter,
M.D.
e Report
e Committee Questions
e Motion/Second

4. Public Comment .
This opportunity is provided for members of the public to make a brief statement, not to exceed
three (3) minutes, on matters within the jurisdiction of this District Board Committee, which are
not on this agenda.

5. Adjournment

The next Finance Committee meeting is scheduled for Monday, April 21, 2025 at 4:30 p.m.

The complete Finance Committee packet including subsequently distributed materials and presentations is
available at the Finance Committee meeting and in the Administrative Offices of the District. All items appearing
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on the agenda are subject to action by the Finance Committee. Staff and Committee recommendations are subject
to change by the Finance Committee.

Notes: Requests for a disability-related modification or accommodation, including auxiliary aids or services, to
attend or participate in a meeting should be made to District Administration during regular business hours at 831-
636-2673. Notification received 48 hours before the meeting will enable the District to make reasonable
accommodations.
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San Benito Health Care District

March 24, 2025

CFO Financial Summary for the District Board:

For the month ending February 28, 2025, the District’s Net Surplus (Loss) is $3,912,058 compared to a
budgeted Surplus (Loss) of $1,181,338. The District exceeded its budget for the month by $2,730,720.

YTD as of February 28, 2025, the District’s Net Surplus (Loss) is $15,358,843 compared to a budgeted
Surplus (Loss) of $4,870,031. The District is exceeding its budget YTD by $10,488,812.

Acute discharges were 156 for the month, slightly under budget by 3 discharges or 2%. The ADC was
16.39 compared to a budget of 17.28. The ALOS was 2.94. The acute I/P gross revenue was under
budget by $301,228 (4%) while O/P services gross revenue exceeded budget slightly by $389,3410r 1%
over budget. ER I/P visits were 138 and ER O/P visits were over budget by 175 visits or 9%. The
RHCs & Specialty Clinics treated 3,419 (includes 691 visits at the Diabetes Clinic) and 849 visits
respectively.

Adding to the District’s recorded earnings this month are the following supplemental revenue programs:

1)  $1,311,259.68 final settlement for QIP PY6 CY2023.
2) $710,852.61 District Hospital Direct Payment (DHDP) for June 1 — June 30, 2023.
3) $459,882 final accrual of CY 2023 Rate Range settlement of $1,339,140.97.

Other Operating revenue exceeded budget by $2,047,640 due to the aforementioned items 1 & 2.

Operating Expenses were over budget by $338,150 due mainly to: Registry of $260,257 (partially
offset by savings in Salaries & Wages of $135,993 and Benefits of $80,150), Supplies of $86,429 and
Purchase Services of $267,048. These overages are partly attributable to an increase in orthopedic
surgeries (implants) and other medical supplies. In addition, an increase for the month in repairs and
maintenance.

Non-operating Revenue exceeded budget by $767.

The SNFs ADC was 87.61 for the month. The Net Surplus (Loss) is $83,794 compared to a budget of
$73,364. YTD, the Net Surplus (Loss) is $1,028,792 exceeding its budget by $318,755.

We bring you... Health, Compassion & Innovation
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Date: 03/18/25 @ 1051
User: SDILAURA

PAGE 1

HAZEL HAWKINS MEMORIAL HOSPITAL

HOLLISTER, CA

For the month ended 02/28/25

CURR MONTH PRIOR MONTH POS/NEG PERCENTAGE PRIOR YR
02/28/25 01/31/25 VARIANCE VARIANCE 06/30/24

CURRENT ASSETS
CASH & CASH EQUIVALENT 26,201,019 27,314,301 (1,113,282) (4) 35,145,624
PATIENT ACCOUNTS RECEIVABLE 73,229,894 65,766,315 7,463,580 11 67,848,785
BAD DEBT ALLOWANCE (7,481,092) (7,750,215) 269,124 (4) (9,487,617
CONTRACTUAL RESERVES (49,214,233) (44,058,764) (5,155, 469) 12 (46,279,766)
OTHER RECEIVABLES 7,589,992 6,255,337 1,334,655 21 5,931,344
INVENTORIES 4,485,091 4,490,095 (5,004) 0 4,496,070
PREPAID EXPENSES 2,254,721 2,288,168 (33,447) (2) 1,775,026
DUE TO\FROM THIRD PARTIES 80,119 272,832 (192,713) (71) 200,709
TOTAL CURRENT ASSETS 57,145,513 54,578,069 2,567,443 5 59,630,175
ASSETS WHOSE USE IS LIMITED
BOARD DESIGNATED FUNDS 8,190,862 7,914,767 276,096 4 3,512,919
TOTAL LIMITED USE ASSETS 8,190,862 7,914,767 276,096 4 3,512,919
PROPERTY, PLANT, AND EQUIPMENT
LAND & LAND IMPROVEMENTS 3,370,474 3,370,474 0 0 3,370,474
BLDGS & BLDG IMPROVEMENTS 100,098,374 100,098,374 0 0 100,098,374
EQUIPMENT 45,551,631 45,522,947 28,684 0 44,435,024
CONSTRUCTION IN PROGRESS 3,096,230 2,975,110 121,121 4 1,393,964
GROSS PROPERTY,PLANT, AND EQUIPMENT 152,116,709 151,966,904 149,805 149,297,836
ACCUMULATED DEPRECIATION (97,064,504) (96,731, 822) (332,682) (94,409,166)
NET PROPERTY, PLANT, AND EQUIPMENT 55,052,205 55,235,082 (182,877) 0 54,888,670
OTHER ASSETS
UNAMORTIZED LOAN COSTS 350,859 356,770 (5,911) (2) 398,148
PENSION DEFERRED OUTFLOWS NET 7,038,149 7,036,149 0 0 7,038,149
TOTAL OTHER ASSETS 7,389,008 7,394,919 (5,911) 0 7,436,297
TOTAL UNRESTRICTED ASSETS 127,777,588 125,122,837 2,654,751 2 125,468,061
RESTRICTED ASSETS 128,802 128,754 49 0 127,119
TOTAL ASSETS 127,906,390 125,251,591 2,654,799 2 125,595,180
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HAZEL HAWKINS MEMORIAL HOSPITAL

HOLLISTER, CA

For the month ended 02/28/25

CURR MONTH PRIOR MONTH POS/NEG PERCENTAGE PRIOR YR
02/28/25 01/31/25 VARIANCE VARIANCE 06/30/24

CURRENT LIABILITIES
ACCOUNTS PAYABLE 5,959,776 6,797,957 838,182 (12) 8,572,685
ACCRUED PAYROLL 1,517,447 1,582,525 65,078 (4) 5,824,977
ACCRUED PAYROLL TAXES 1,371,845 1,252,455 (119,390) 10 1,608,471
ACCRUED BENEFITS 4,977,565 5,350,807 373,242 (7) 6,695,829
OTHER ACCRUED EXPENSES 58,596 51,854 (6,742) 13 89,559
PATIENT REFUNDS PAYABLE 1,470 1,470 0 0 12,920
DUE TO\FROM THIRD PARTIES (1,216,208) (974,028) 242,180 25 2,355,584
OTHER CURRENT LIABILITIES 724,805 554,184 (170,621) 31 611,755
TOTAL CURRENT LIABILITIES 13,395,295 14,617,224 1,221,928 (8) 25,771,780
LONG-TERM DEBT
LEASES PAYABLE 4,662,847 4,669,706 6,859 0 5,107,486
BONDS PAYABLE 31,513,961 31,542,481 28,520 0 31,742,121
TOTAL LONG TERM DEBT 36,176,807 36,212,186 35,379 ] 36,849,607
OTHER LONG-TERM LIABILITIES
DEFERRED REVENUE 0 0 0 0 0
LONG-TERM PENSION LIABILITY 23,814,514 23,814,514 0 0 23,814,514
TOTAL OTHER LONG-TERM LIABILITIES 23,814,514 23,814,514 4] Q 23,814,514
TOTAL LIABILITIES 73,386,617 74,643,924 1,257,307 (2) 86,435,901
NET ASSETS:
UNRESTRICTED FUND BALANCE 39,064,686 39,064,686 0 0 39,064,686
RESTRICTED FUND BALANCE 96,276 96,228 (49) 0 94,593
NET REVENUE/ (EXPENSES) 15,358,811 11,446,753 (3,912,058) 34 0
TOTAL NET ASSETS 54,519,774 50,607,667 (3,912,107) 8 39,159,279
TOTAL LIABILITIES AND NET ASSETS 127,906,390 125,251,591 (2,654,799) 2 125,595,180
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Hazel Hawkins

HOSPFITAL

MEMORI AL

San Benito Health Care District

Hazel Hawkins Memorial Hospital
FEBRUARY 2025

et O ceded Targe
Within 10% of Target

Description MTD Budget MTD Actual YTD Actual YTD Budget FYE Budget
Average Daily Census - Acute 17.28 16.39 14,57 15.00 14.90
Average Daily Census - SNF 86.13 87.61 86.35 83.73 85.00
Acute Length of Stay 3.04 2.94 2.68 3.00 2.90
ER Visits:
Inpatient 137 1,096 936 1,444
Qutpatient 2,171 17,408 16,701 25,269
Total 18,504 17,637 26,713
Days in Accounts Receivable 50.0 57.9 57.9 50.0 50.0
Productive Full-Time Equivalents 521.33 527.01 512.62 521.33 521.33
Net Patient Revenue 11,911,862 12,948,628 105,744,290 96,012,286 144,649,605
Payment-to-Charge Ratio 32.5% 35.2% 34,3% 32.7% 32.7%
Medicare Traditional Payor Mix 29.56% 32.07% 28.52% 28.95% 28.51%
Commercial Payor Mix 21.78% 22.52% 23.40% 21.72% 21.88%
Bad Debt % of Gross Revenue 1.42% 1,20% 1.83% 1.42% 1.42%
EBIDA 1,416,747 4,146,931 17,232,658 6,753,303 9,671,943
EBIDA % 11.37% 26.68% 15.21% 6.73% 6.40%
Operating Margin 6.71% 22.94% 10.95% 2.00% 1.72%
Salaries, Wages, Registry & Benefits %:
by Net Operating Revenue 57.80% 46.19% 54.02% 60.77% 61.10%
by Total Operating Expense 61.95% 59.94% 60.66% 62.01% 62.15%
Bond Covenants:
Debt Service Ratio 1.25 1.25 5.18
Current Ratio 1.50 1.50 2.00
Days Cash on hand 30.00 30.00 100.00
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Hazel Hawkins

MEMORIAL HOSPITAL

Board of Directors Contract Review Worksheet

Agreement for Professional Services with Lorilee Sutter, M.D.

Executive Summary: Dr. Lorilee Sutteris a board-certified rheumatologist with extensive experience
who originally joined the District in 2012, then moved out of the area in 2022. She will play a vital
role in the orthopedic clinic serving patients with both common and complex rheumatology
conditions. Her return will help strengthen access to specialized care for the community.

Recommended Board Motion: It is recommended the hospital Board approve the Professionall
Services Agreement with Lorilee Sutter, M.D. at a rate of $195 per hour up to 80 hours per month.

Services Provided: Part-time rheumatology professional services.

Agreement Terms:

Confract - Esimaled Base Estimated
Term | ERectiveDale | 0 thiy Cost | Annual Cost

2 years 4/10/2025 $15,600 $187,200 &0 days

Term clause




PROFESSIONAL SERVICES AGREEMENT

This Professional Services Agreement (“Agreement”) is made, entered into and effective as of April 10, 2025
(“Effective Date”), by and between San Benito Health Care District, a local health care district organized and
operated pursuant to Division 23 of the California Health and Safety Code (“SBHCD”), and Lorilee Sutter, M.D.
(“Physician”).

RECITALS

A. SBHCD owns and operates Hazel Hawkins Memorial Hospital, a licensed general acute care facility
located at 911 Sunset Drive, Hollister, California (“Hospital”). Hospital provides inpatient and outpatient
services to residents of the San Benito Health Care District and surrounding communities which constitute
the Hospital’s service area (“Hospital Service Area”).

B. SBHCD owns and operates specialty and rural health clinic as defined in Title 22, California Code of
Regulations section 51115.5 to provide services to patients in the Hospital Service Area (“Clinic”).

C. Physician is licensed to practice medicine in the State of California, is a member in good standing of the
medical staff of Hospital and is experienced and qualified to provide rheumatology services.

D. Section 32129 of the California Health and Safety Code provides that a health care district may contract
with a Physician to render professional health services in order to ensure that adequate health care is
available to all residents within its service area.

E. SBHCD has determined that entering into this Agreement with Physician is in the best interests of the
Hospital and the public health of the residents of the Hospital Service Area and is an appropriate way to
assure availability of specialty and rural health clinic services to patients in the Hospital Service Area.

F. The parties desire to enter into this Agreement to set forth their respective responsibilities in connection
with the Services provided by Physician in the Hospital Service Area during the term of this Agreement.

The parties hereby agree as follows:
ARTICLE 1 - DUTIES AND OBLIGATIONS OF PHYSICIAN

1.1 Medical Services. Physician shall (“Physician”), provide professional health care services in Physician’s
medical specialty to patients at Clinic and/or Hospital and on the schedule more fully described in Exhibit
A, which is attached to this Agreement and incorporated by this reference (“Services”). Services include
Medicare services, Medi-Cal services, services pursuant to any other federal health care program or a
state health care financial program (“Governmental Programs”), workers’ compensation services, and
charity care. Physician shall cooperate to enable Clinic’s and Hospital’s participation in Medicare, Medi-
Cal, Governmental Programs, workers’ compensation services and commercial payor programs.
Physician shall provide Services to all patients, including Medicare, Medi-Cal, Governmental Program,
and workers’ compensation beneficiaries, in a non-discriminatory manner and in accordance with all
applicable laws and SBHCD policies and procedures, as developed and implemented in collaboration with
physician leadership of Hospital and Clinic.

1.2 Qualifications. Physician shall: (i) be duly licensed to practice medicine by the State of California; (ii)
be qualified to perform the Services by having adequate levels of competency and experience; (iii) have
skill comparable to those prevailing in the community; (iv) not be excluded from participation in any
governmental healthcare program; (v) be approved for and maintain active membership and/or clinical
privileges on the Hospital's medical staff in accordance with medical staff bylaws, rules and regulations,
and other medical staff governing directives; (vi) be certified as a participating physician in the Medicare
and Medi-Cal programs; and (vii) hold an unrestricted Drug Enforcement Administration ("DEA")
registration number.

Page 1 of 9
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1.3

1.4

1.5

1.6

1.7

1.8

2.1

22

23

Compliance. In connection with the operation and conduct of the Clinic and Hospital and rendition of
Services, Physician shall, at all times, comply with the applicable terms of this Agreement and with all
applicable federal, state and local laws, rules and regulations, including requirements for participation in
the Medicare and Medi-Cal programs, the Hospital medical staff bylaws, rules and regulations, and
applicable policies and procedures, and will at all times be aware of and participate in meeting the SBHCD
Corporate Compliance program goals and objectives.

Credentialing. In order to be efficiently credentialed with payors contracted with SBHCD, Physician shall
participate in the Council for Affordable Quality Healthcare (“CAQH”) credentialing program and shall
timely comply with requests from CAQH or SBHCD personnel for (i) credentialing information regarding
Physician, and (ii) documents necessary for the credentialing of Physician.

Use of Premises. No part of the SBHCD premises shall be used at any time by Physician as an office for
the general or private practice of medicine.

Medical Records/Chart Notes. Physician shall provide appropriate and necessary documentation for each
patient’s medical record for all patient encounters in the Clinic and Hospital in compliance with the
hospital’s and clinics’ policies and procedures.

Coding. Physician shall properly code all professional services rendered to patients. Physician’s coding
shall be used for purposes of billing for Services provided by Physician. All such coding shall be subject
to review and audit by an independent auditing company mutually agreed upon by the parties.

Professional Standards. In performing Services, Physician shall comply with the principles and ethics of
the American Medical Association, the California Medical Association and any federal, state or municipal
law, statute or ordinance dealing with the practice of medicine by Physician. Physician shall further abide
in all respects with the Code of Conduct applicable to professional health care providers of any hospital,
outpatient clinic or surgery center, including but not limited to SBHCD, at which Physician shall provide
professional services. Physician shall provide services to all SBHCD patients on a courteous and prompt
basis, be available and accessible to patients, provide them with full and meaningful information and
render services in a manner which assures continuity of care.

ARTICLE 2 - DUTIES AND OBLIGATIONS OF SBHCD

Duties. SBHCD agrees to furnish at its own cost and expense, for the operation of the Clinic and Hospital,
the following:

2.1.1 Space and Equipment. Space and Equipment as may be reasonably required for the operation of
the Clinic and Hospital as approved by SBHCD.

2.1.2  Services and Supplies. Maintenance, repair, and replacement of equipment as are reasonably
required; all utilities, including telephone, power, light, gas, and water; and all supplies that may
be reasonably required for the operation of the Clinic and Hospital.

2.1.3 Non-physician Personnel. All non-physician personnel with appropriate education, training and
experience required to operate the Clinic and Hospital, including a qualified administrative
manager. SBHCD shall have the sole right and responsibility for the hiring and termination of
all its employees. SBHCD shall be responsible for the scheduling of non-physician Clinic and
Hospital personnel.

Eligibility. At all times during the term of this Agreement, Clinics and Hospital shall remain eligible to
participate in the Medicare and Medi-Cal programs.

Contracts. SBHCD shall be solely responsible for negotiating all contracts for the reimbursement of
Services provided in the Clinic and Hospital. SBHCD in its sole and absolute discretion shall determine
the negotiation parameters for the terms, conditions, and rates for such contracts.
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24

3.1

3.2

4.1

4.2

5.1

52

53

Access to Records. Physician shall have access to the SBHCD patient medical and business records for
quality of care and compliance purposes.

ARTICLE 3 - BILLING AND ASSIGNMENT OF REVENUE

Billing and Collection. SBHCD shall perform billing and collection services under this Agreement.
Physician shall cooperate with SBHCD and shall use his/her best efforts to furnish appropriate
documentation of patient care services provided by Physician to enable SBHCD to timely and accurately
bill and collect for such services.

Assignment of Professional Service Revenues. Physician hereby assigns to SBHCD the right to all
revenue from any and all patients, third-party payors, and governmental programs for all Services
rendered by Physician and its Physicians at the Hospital and the Clinic under this Agreement. The Parties
intend that SBHCD may bill and collect directly from the Medicare carrier for Physician’s services to
Medicare beneficiaries in compliance with Medicare Publication 100-04, Chapter 1, Sec. 30.2.7.

ARTICLE 4 - COMPENSATION FOR SERVICES BY PHYSICIAN

Compensation. As compensation for the provision of Services in the Clinic and Hospital, SBHCD shall
pay Physician as outlined in Exhibit A to this Agreement and in accordance with the normal SBHCD
contract payment process for Services provided by Physician. Physician shall not bill for facility fees,
administrative, supervisory, medical director, or similar services.

Schedule of Charges. SBHCD, in its sole and absolute discretion, shall decide upon the schedule of
charges for the Clinic and Hospital. Pursuant to California Health and Safety Code Section 32129, the
SBHCD Board of Directors may review the fees and charges for Services provided at the Clinic and
Hospital to ensure such fees and charges are reasonable, fair, and consistent with the basic commitment
of SBHCD to provide adequate health care to all residents within the Hospital Service Area.

ARTICLE 5 - TERM AND TERMINATION

Term. The term of this Agreement shall commence on the Effective Date and continue for a period of
two (2) years, ending on April 9, 2027 at 11:59 PM, unless terminated earlier as provided in this
Agreement, and shall renew for successive one (1) year periods upon mutual written agreement of the
parties.

Termination. Either party shall have the right to terminate this Agreement without stating a cause or
reason and without cost or penalty upon sixty (60) days’ prior written notice to the other party.
Notwithstanding, either party shall have the right to terminate the Agreement for cause upon written notice
to the other party as set forth below. If this Agreement is terminated prior to expiration of the initial year
of the term, the parties shall not enter into any new agreement or arrangement during the remainder of
such year.

Definition of Cause. For purposes of this Agreement, “cause” shall include, but not be limited to, the
occurrence of any of the following events:

5.3.1 SBHCD or Physician is in breach of any material term or condition of this Agreement and such
breach has not been cured within thirty (30) days following written notice of such breach.

5.3.2  SBHCD or Physician becomes insolvent or declares bankruptcy.

5.3.3  The license to practice medicine or to prescribe controlled substances of Physician is revoked or
suspended.
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5.4

6.1

6.2

5.3.4 SBHCD fails to carry or reinstate the insurance required in ARTICLE 8 of this Agreement or
such coverage is cancelled or revoked within fifteen (15) days following notice of revocation
from its insurance carrier.

5.3.5 Upon the determination that Physician has violated a material term of ARTICLE 9 of this
Agreement.

5.3.6 The performance by either party of any term, condition, or provision of this Agreement which
jeopardizes the licensure of Hospital, Hospital’s participation in Medicare, Medi-Cal or other
reimbursement or payment program, or Hospital’s full accreditation by The Joint Commission or
any other state or nationally recognized accreditation organization, or the tax-exempt status of
Hospital’s bonds, or if for any other reason such performance violates any statute, ordinance, or
is otherwise deemed illegal, or is deemed unethical by any recognized body, agency, or
association in the healthcare fields, and the jeopardy or violation has not been or cannot be cured
within sixty (60) days from the date notice of such jeopardy or violation has been received by the
parties.

5.3.7 The loss of or reduction in Physician’s medical staff privileges at any facility where Physician
provides professional health care services, whether voluntary or involuntary.

5.3.8  Physician being charged with or convicted of a crime other than an infraction, traffic citation, or
similar charge.

5.3.9 Physician’s engagement in: (i) willful misconduct (which means the knowing and intentional
failure to exercise ordinary care to prevent material injury to SBHCD or the commission of an
intentional act with knowledge that it is likely to result in material injury to the SBHCD), (ii)
fraudulent activities, (iii) crimes or acts of moral turpitude, (iv) any breach of a duty to SBHCD,
a patient, or any third party payor, (v) sexual harassment or abuse, or (vi) or any other action or
omission that could materially affect SBHCD’s business or reputation in an adverse manner.

Termination/Expiration Not Subject to Fair Hearing. It is agreed between the parties that should either
party exercise its right to terminate this Agreement such decision to terminate, and the actual termination
or expiration of this Agreement, shall apply to rights under this Agreement only and not to Physician’s
medical staff privileges or membership on the medical staff of Hospital. The termination or expiration of
this Agreement shall not be subject to the Fair Hearing Plan of the Medical Staff Bylaws, the hearing
procedures provided by Healthcare District Law, or any other fair hearing procedure regarding medical
staff appointments or privileges.

ARTICLE 6 - INDEPENDENT CONTRACTOR

Independent Contractor Status. Physician is engaged in an independent contractor relationship with
SBHCD in performing all work, services, duties, and obligations pursuant to this Agreement. Neither
SBHCD nor Hospital shall exercise any control or direction over the methods by which Physician
performs work and functions, except that Physician shall perform at all times in strict accordance with
then currently approved methods and practices of Physician’s professional specialty. SBHCD’s sole
interest is to ensure that Physician performs and renders services in a competent, efficient, and satisfactory
manner in accordance with high medical standards.

Independent Contractor Responsibilities. The parties expressly agree that no work, act, commission, or
omission of Physician pursuant to the terms and conditions of this Agreement shall be construed to make
or render Physician, the agent or employee of SBHCD or Hospital. Physician shall not be entitled to
receive from SBHCD or Hospital vacation pay, sick leave, retirement benefits, Social Security, workers’
compensation, disability or unemployment insurance benefits or any other employee benefit. Physician
shall be solely responsible for paying when due all income, employment and withholding taxes and
employment benefits, if any, including estimated taxes, incurred as a result of the compensation paid by
SBHCD to Physician for Services under this Agreement. Physician is responsible for providing, at his/her
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own expense, disability, unemployment, workers’ compensation and other insurance (if applicable),
training, permits and licenses.

ARTICLE 7 - REPRESENTATIONS AND WARRANTIES

7.1 SBHCD Representations and Warranties. SBHCD for itself, and its board of directors, officers,

employees, and agents (collectively, “Agents™), represents and warrants to SBHCD, upon execution and
while this Agreement is in effect, as follows:

7.1.1

7.1.2

SBHCD has all requisite power and authority to enter into this Agreement and to perform its
obligations under this Agreement;

This Agreement has been duly authorized, executed, and delivered by SBHCD and is a legal,
valid, binding obligation of SBHCD, enforceable in accordance with its terms;

The parties have bargained at arms’ length to determine Physician’s compensation under this
Agreement, the compensation is fair market value for the Services; and the compensation is
consistent with fair market value for similar services in the community; and

The execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby by SBHCD will not violate and provisions of, or constitute a default under,
and contract or other agreement to which SBHCD is a party or by which it is bound, other than
violations, defaults or conflicts that would not materially and adversely affect the ability of
SBHCD to perform the its obligations pursuant to this Agreement.

7.2 Physician Representations and Warranties. Physician, for Physician and Physician’s Agents, represents

and warrants to SBHCD, upon execution and while this Agreement is in effect, as follows:

7.2.1

7.2.2

723

7.2.4

7.2.5

7.2.6

7.2.7

7.2.8

Physician is not bound by any agreement or arrangement which would preclude Physician from
entering into, or from fully performing the Services;

Physician's license to practice medicine in California or in any other jurisdiction has never been
denied, suspended, revoked, terminated, voluntarily relinquished under threat of disciplinary
action, or restricted in any way;

Physician's medical staff privileges at any health care facility have never been denied, suspended,
revoked, terminated, voluntarily relinquished under threat of disciplinary action, or made subject
to terms of probation or any other restriction;

Physician has not in the past conducted, and is presently not conducting, his/her medical practice
in such a manner as to cause Physician to be suspended, excluded, barred or sanctioned under
Medicare or Medi-Cal, or any government licensing agency, nor have they every been convicted
of a criminal offense related to health care, or listed by a federal agency as debarred, excluded or
otherwise ineligible for federal program participation;

Physician has, and shall maintain throughout the term of this Agreement, an unrestricted license
to practice medicine in California and Medical Staff privileges at Facility;

Physician has all requisite power and authority to enter into this Agreement and to perform its
obligations under this Agreement;

This Agreement has been duly authorized, executed, and delivered by Physician and is a legal,
valid, binding obligation of Physician, enforceable in accordance with its terms; and

The parties have bargained at arms’ length to determine Physician’s compensation under this
Agreement, the compensation is fair market value for the Services; and the compensation is
consistent with fair market value for similar services in the community; and
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8.1

9.1

9.2

729 The execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby by Physician will not violate and provisions of, or constitute a default under,
and contract or other agreement to which Physician is a party or by which it is bound, other than
violations, defaults or conflicts that would not materially and adversely affect the ability of
Physician to perform the Services required under this Agreement.

ARTICLE 8 - LIABILITY/MALPRACTICE INSURANCE COVERAGE

Coverages. SBHCD shall maintain general and professional liability insurance coverage for Physician
for Services provided by Physician to SBHCD patients during the term of this Agreement in a minimum
amount of $1,000,000 per occurrence and $3,000,000 annual aggregate. In the event the coverage that
SBHCD obtains to comply with this Section of this Agreement is a “claims made” policy, and SBHCD,
as applicable, changes insurance carriers or terminates coverage upon or after termination of this
Agreement, SBHCD shall immediately obtain and shall maintain “tail” coverage in the amounts otherwise
required under this Section for at least seven (7) years following termination of this Agreement.

ARTICLE 9 - PROTECTED HEALTH INFORMATION

Protected Health Information. Physician shall maintain the confidentiality of all Protected Health
Information (“PHI”) in accordance with all applicable federal, state, and local laws and regulations,
including, but not limited to, the California Confidentiality of Medical Information Act and the Federal
Health Insurance Portability and Accountability Act of 1996 and regulations promulgated thereunder
(“HIPAA”). Without limiting the foregoing, Physician agrees to maintain PHI, as defined from time to
time under HIPAA, which may be made available to or received by Physician pursuant to this Agreement,
in accordance with the requirements of HIPAA. Physician agrees that Physician shall:

9.1.1 Not use or further disclose PHI in a manner that would violate HIPAA if done by Hospital or
violate the requirements of applicable laws or this Agreement;

9.1.2 Use appropriate safeguards to prevent use or disclosure of PHI except as permitted by law and
the terms of this Agreement, and report to Hospital any use or disclosure of PHI not permitted by
law or by this Agreement of which Physician becomes aware;

9.1.3 Comply with the elements of any compliance program established by Hospital that applies to the
use or disclosure of PHI and ensure that any subcontractors or agents to whom Physician provides
PHI agree to the same restrictions and conditions that apply to Physician with respect to such
PHI,

9.1.4 In accordance with HIPAA, (i) make available PHI to the subject Patient; (ii) make available PHI
for amendment and incorporate any amendments to PHI; and (iii) make available the information
required to provide an accounting of disclosures of PHI to the subject Patient;

9.1.5 Make Physician’s internal practices, books, and records relating to the use and disclosure of PHI
available to the Secretary of the United States Department of Health and Human Services for
purposes of determining Hospital’s and Physician’s compliance with HIPAA;

9.1.6 At termination of this Agreement, return or destroy all PHI received from or created by SBHCD
and retain no copies of such PHI or, if return or destruction is not permissible under law or the
terms of this Agreement, continue to maintain all PHI in accordance with the provisions of this
Section and limit further uses and disclosures to those purposes that make the return or destruction
of the information infeasible.

Electronic Protected Health Information (“EPHI”). Physician agrees that Physician will: (i) implement
administrative, physical, and technical safeguards that reasonably and appropriately protect the
confidentiality, integrity, and availability of the EPHI that Physician creates, receives, maintains, or
transmits on behalf of SBHCD; (ii) report to SBHCD any security incident with respect to EPHI of which
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Physician becomes aware; and (iii) ensure that any agent, including a subcontractor, to whom Physician
provides EPHI agrees to implement reasonable and appropriate safeguards to protect such information.

ARTICLE 10 - REQUIRED DISCLOSURES

10.1  Required Disclosures. Physician shall notify SBHCD in writing within three (3) days after any of the
following events occur:

10.1.1 Physician's license to practice medicine in the State of California or any other jurisdiction lapses
or is denied, suspended, revoked, terminated, voluntarily relinquished (under threat of
disciplinary action) or made subject to terms or probation or other restriction;

10.1.2 Physician's medical staff membership and/or privileges at any health care facility or entity are
denied, suspended, revoked, terminated, voluntarily relinquished (under threat of disciplinary
action), or made subject to terms of probation or other restriction;

10.1.3 Physician is required to pay damages in any malpractice action by way of judgment or
settlement, except that Physician shall not be required to breach a settlement or confidentiality
agreement;

10.1.4 Receipt of notice of the commencement of any investigation into Physician's medical license or
Physician's medical practice by the Medical Board of California, California Attorney General,
the Department of Health and Human Services Office of Inspector General, the Department of
Justice, or any other entity of federal, state, or local government;

10.1.5 Physician's Drug Enforcement Agency registration number is revoked, suspended, terminated,
relinquished, placed on terms of probation, or restricted in any way;

10.1.6 An event occurs that substantially interrupts all or a portion of Physician's professional practice,
that materially adversely affects Physician's ability to perform Physician's obligations
hereunder, including the Services, or which could likely cause Physician to be in breach of this
Agreement; or

10.1.7 Physician's conviction of a criminal offense related to health care or any Physician's listing by a
federal agency as being debarred, excluded or otherwise ineligible for federal program
participation.

ARTICLE 11 - GENERAL PROVISIONS

11.1  Notices. Any notice to be given to any party hereunder shall be deposited in the United States Mail, duly
registered or certified, with return receipt requested, with postage paid, and addressed to the party for
which intended, at the addresses set forth in the signature block, or to such other address or addresses as
the parties may hereafter designate in writing to each other.

SBHCD: San Benito Health Care District
911 Sunset Drive
Hollister CA, 95023

Physician: Lorilee Sutter, M.D.

3596 Savanna Way
Palm Springs CA, 92262

11.2  No Waiver. No waiver of any of the provisions of this Agreement shall be deemed, or shall constitute, a
waiver of any other provision, whether or not similar, nor shall any waiver constitute a continuing waiver.
No waiver shall be binding unless executed in writing by the party making the waiver.
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11.3

114

11.5

11.6

11.7

11.8

11.9

11.10

Governing Law and Venue. This Agreement shall be governed by, construed and enforced in accordance
with the laws of the State of California. Venue shall be in the County of San Benito, California.

Ownership of Patient Records. All Clinic and Hospital patient records shall be maintained by SBHCD
and are the property of SBHCD. Physician shall have the right to access such records during normal
business hours.

Patient Choice. Notwithstanding anything herein to the contrary, all compensation paid to Physician
pursuant to this Agreement is solely for the purpose of obtaining the services of Physician for patients of
the SBHCD community. The parties recognize and affirm the importance of individual patient choice in
selection of medical services. Nothing contained in this Agreement shall be interpreted to obligate,
encourage, or solicit, in any way, the referral of any individual patient to any health care facility, including
the Facility, contrary to that patient’s choice of another provider of medical services. Further, nothing in
this Agreement shall be interpreted to prevent, restrict, or discourage the Physician from referring patients
to any other provider of health care services.

Exclusive Property of SBHCD. All data, files, records, documents, promotional materials, and similar
items relating to the business of SBHCD, whether prepared by or with the assistance of Physician or
otherwise coming into Physician’s possession shall remain the exclusive property of SBHCD and shall
not be removed from SBHCD’s facilities under any circumstances without the prior written consent of
SBHCD.

Confidentiality. The parties acknowledge and agree that during the term of this Agreement and in the
course of the discharge of Physician’s duties hereunder, Physician shall have access to and become
acquainted with information concerning the operation of SBHCD, and information which, pursuant to
applicable law and regulation, is deemed to be confidential, including, but not limited to, trade secrets,
medical records, patient medical and personal information, and personnel records. Physician agrees that
such information shall not be disclosed either directly or indirectly to any other person or entity or used
by Physician in any way either during the term of this Agreement or at any other time thereafter, except
as is required herein. Physician understands breach of this article will be an irremediable breach of this
Agreement. Such breach will result in immediate termination of this Agreement.

Binding Agreement: No Assignment. This Agreement shall be binding upon and shall inure to the benefit
of the parties to it and their respective legal representatives, successors, and permitted assigns. No party
may assign this Agreement or any rights hereunder, or may they delegate any of the duties to be performed
hereunder without the prior written consent of the other party.

Dispute Resolution. If any dispute, controversy, or claim arises out of this Agreement, for a period of
thirty (30) days following written notice of the dispute, controversy or claim from one party to the other,
the parties will use their good faith efforts to resolve the dispute, controversy, or claim. If the matter
cannot be resolved by the parties in this fashion, then such dispute, claim or controversy shall be heard in
San Benito County, California, pursuant to the provisions of California Code of Civil Procedure Sections
638 through 645.1, inclusive. The hearing shall be final and binding to the greatest extent permitted by
law, and the cost thereof, including reasonable attorneys’ fees, shall be borne by the losing party in such
proportions as the referee may decide. Judgment on the award may be entered in any court having
jurisdiction thereof.

Section 952 of Omnibus Budget Reconciliation Act of 1980. In accordance with Section 952 of the
Omnibus Reconciliation Act of 1980 (PL 96-499), Physician agrees that the books and records of
Physician will be available to the Secretary of Department of Health and Human Services and the
Comptroller General of the United States, or their duly authorized representatives, for four (4) years after
termination of this Agreement. In the event that any of the services to be performed under this Agreement
are performed by any subcontractor of Physician at a value or cost of $10,000 or more over a twelve (12)
month period, Physician shall comply and assure that such subcontractor complies with the provisions of
Section 952 of the Omnibus Reconciliation Act of 1980. If not applicable to this Agreement, this Section
shall automatically be repealed.
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11.11 Entire Agreement; Amendment. This Agreement, its exhibits, and all referenced documents constitute
the entire agreement between the parties pertaining to the subject matter contained herein. This
Agreement supersedes all prior and contemporaneous agreements, representations and understandings of
the parties which relate to the subject matter of this Agreement. No supplement, amendment or
modification of this Agreement shall be binding unless executed in writing by all of the parties.

The parties hereby executed this Agreement as of the Effective Date first set forth above.

SBHCD PHYSICIAN
SAN BENITO HEALTH CARE DISTRICT Lorilee Sutter, M.D.
By: By:
Mary T. Casillas, Chief Executive Officer Lorilee Sutter, M.D.
Date: Date:
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A2

A3

A4

EXHIBIT A
PHYSICIAN SERVICES AND COMPENSATION
Further Description of Medical Services. Physician shall provide professional medical services in

Physician’s specialty at locations specified by SBHCD, which will be within the SBHCD healthcare district
boundaries, or at facilities within thirty (30) miles of the SBHCD Hospital.

A.1.1 Professional Services. Physician shall provide Services in the Clinic beginning on the Effective
Date. Physician shall provide such services in coordination with other physicians who are
contracted with SBHCD to provide similar services to patients and pursuant to a mutually agreed-
upon schedule. If Physician and other physicians cannot agree on such a schedule, SBHCD shall
determine the schedule.

A.1.2 Specialty Services. Physician shall provide the following Rheumatology Services.

A.1.3 Clinic Services. Clinic operating hours are Monday through Friday, from 8:00 a.m. to 5:00 p.m.
Physician shall provide the following Clinic Services in the Clinics in accordance with the schedule
set forth in Section A.2 of this Exhibit A:

A.13.1 New and follow-up office visits;

A.1.3.2 Consultations;

A.1.3.3 Post discharge follow-up visits;

A.1.3.4 Ensuring the quality, availability, and expertise of medical services rendered in the Clinic
and at Clinic-related activities;

A.1.3.5 Supervising physician assistants and nurse practitioners (collectively referred to as “Mid-
Level Practitioners”) as necessary for reimbursement or consult in the absence of the
Medical Director;

A.1.3.6 Coordination of medical activities of the Clinic as a whole to be accomplished through
continuous communication with appropriate SBHCD administrative personnel regarding
medical administration of the Clinic;

A.1.3.7 Assisting with the development of a plan for quality assurance for the Clinic;

A.1.3.8 Provide required chart review and audits of care provided by Mid-Level Practitioners

Schedule. Physician’s schedule shall include Professional Services to SBHCD patients on a part-time basis
consisting of eighty (80) hours per month, 48 weeks per year. Schedule to be mutually agreed upon between
SBHCD and Physician.

Hospital Call Coverage. There is no Hospital Call Coverage provision associated with this Agreement.

Compensation.

A4.1 Compensation Methodology Compliance. In order to maintain continuity in the Compensation
Methodology under this Agreement and to ensure commercial reasonableness and fair market value
compensation to Physician for Services provided under this Agreement in compliance with Stark
Law and Anti-Kickback regulations, SBHCD and Group agree that SBHCD retains the right to
continue, for the term of this Agreement, application of the compensation formula in this
Agreement.

A.4.2 Compensation. Physician’s Compensation, which includes professional services and supervision
(“Compensation”), shall be paid on a monthly basis on SBHCD’s standard payment cycle for
similar agreements and shall be in the amount of One Hundred Ninety-Five Dollars and No Cents
($195.00) per hour for Rheumatology Professional Services.
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A5

A6

A.43 Payment on Termination. On termination of this Agreement, which is not extended, renewed or
superseded by another agreement, SBHCD shall pay to Group any amounts due to Group within
forty-five (45) days after the termination of this Agreement.

A4.4 Agreement Includes All Compensation from SBHCD. Incorporated into compensation under
the Agreement, unless specifically excluded, are all the Physician’s sources of practice revenues
and income, including Hospital Call coverage stipends, other hospital on-call fees, hospital stipends,
and reading fees; provided, however, that services as a medical director within SBHCD, service on
medical staff or SBHCD positions such as department chair or chief of staff, call panels which are
not currently in effect, or other items specifically excluded by written agreement between Physician
and SBHCD shall be independently compensated to Physician by SBHCD, if any, and are not
subject to the terms of this Agreement.

Services and Activities in Support of SBHCD. SBHCD and Physician acknowledge and agree that certain
services and activities may be required of Physician in support of SBHCD and Clinic to ensure a continuing
high level of patient care. To that end, Physician shall participate in functions/events from time to time, in
support of the SBHCD Clinics and the SBHCD facilities. In addition, to assist in the recruitment and
retention of highly skilled practitioners, upon SBHCD’s request, Physician shall participate in recruitment
meetings with SBHCD physician candidates. SBHCD shall reimburse Group for reasonable meal expenses
incurred as part of meeting with physician candidates hosted at the request of SBHCD.

Practice Guidelines/Best Quality Practices. Physician shall demonstrate cooperative work arrangements
with the Medical Staff, Quality and Safety Leadership and SBHCD Administration to achieve mutually
accepted practice guidelines and the best quality practices. These practices will be evidenced based, and
include at minimum the following:

A.6.1 Attendance at regular monthly meetings with SBHCD Clinic and Hospital leadership when
requested to review any operational or quality issues.

A6.2 Timely completion of all incomplete inpatient records, including completion of all admission and
discharge medication reconciliation.
Goal: As specified by Medical staff rules and regulations or hospital policy.

A.6.3 Completion of all office visit notes within seven (7) days of visit.

A6.4 Timely signing of orders.
Goal: As specified by Medical staff rules and regulations or hospital policy.

Ab.5 Timely discharges summaries.
Goal: As specified by Medical staff rules and regulations or hospital policy.

A.6.6 Commitment to use of SBHCD supported electronic health/medical record platforms.

A.6.7 Compliance with all governmental and SBHCD quality reporting initiatives that may come into
effect from time to time.

A.6.8 Timely arrival at Hospital for scheduled procedures and Clinic for scheduled patient visits.
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